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ABSTRACT

THE PATTERNS OF UNDERDEVELOPMENT INDONESIA; 
A STUDY OF REGIONAL DISPARITIES

The purpose o f  t h i s  study has been to  e x p lo re  the
tendency o f  re g io n a l underdevelopment and d is p a r i t i e s  and the  
u n d e r ly in g  causes o f  t h e i r  p e rs is te n c e .  F ive c r i t e r i a  are used 
to  determ ine the  e x te n t  o f  s p a t ia l  d i f fe re n c e s :  re g io n a l
income per c a p i ta ,  s p a t ia l  d i s t r i b u t i o n  o f  in d u s t r ie s ,  c a p i ta l  
investm ent, and post-secondary  e d uca tion , and s p a t ia l  p a t te rn s  
o f  p o v e r ty .  I in  regards to  the u n d e r ly in g  causes o f  the
problems, fo u r  schoo ls  o f  thought have been e la b o ra te d :  
Regional S e lf -B a la n c e , Regional Imbalance, S t r u c tu ra l  
Dependency, and S ta te  p o l i c ie s .

The data demonstrate th a t  in  Indonesia  not o n ly  does 
re g io n a l underdevelopment and d i s p a r i t i e s  e x is t ,  but a ls o  the  
tendency f o r  them is  to  increase  over t im e . The data  a lso  
revea l th a t  the Eastern p rov inces  s u f fe r  the most in  regards 
to  low le v e l o f  per c a p i ta  income, lack  o f  in d u s t r ie s  and
in d u s t r ia l  a c t i v i t i e s ,  lack  o f  c a p i ta l  investm ent, c h ro n ic  
p o v e r ty ,  and la ck  o f  adequate i n s t i t u t i o n s  f o r  human 
development.

In  e x p la in in g  the  u n d e r ly in g  causes o f  re g io n a l 
underdevelopment and d i s p a r i t i e s ,  t h i s  study found t h a t  none 
o f  the  e x is t in g  th e o r ie s  p rov ide  an adequate e x p la n a t io n .  Th is  
is  due to  t h e i r  overemphasis on economic fa c to r s ,  w h i le  
ig n o r in g  the  p o l i t i c a l  c u l tu r e  o f  the co u n try .

The o v e ra l l  a n a ly s is  comes to  the  co n c lu s io n  t h a t  the 
c e n t r a l i z i n g  tendency o f  the  work ing o f  market fo rc e s ,  
to g e th e r  w ith  geograph ic  b a r r ie r s ,  the c o lo n ia l  legacy, and 
d is c r im in a to r y  p o l i c ie s  a g a in s t  the  o u te r  is la n d s  have been 
re in fo rc e d  by the s tro n g  c e n t r ip e ta l  tendency o f power in  the  
Indonesian p o l i t i c a l  sphere. The la s t  p o in t  stems from the  
p o l i t i c a l  c u l tu r e  o f  the  dominant group: the Javanese.
T h e re fo re , economic determ in ism  as an e xp la n a t io n  o f  re g io n a l 
backwardness and d i s p a r i t i e s  o f  Indones ia  must be tempered by 
an a n a ly s is  o f  the  p o l i t i c a l  c u l t u r e .

December 6, 1991 

C o rn e l ls  LAY
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C H A P T E R

INTRODUCT ION

I .  BACKGROUND AND PROBLEM STATEMENT

I t  i s  sa fe  to  say t h a t  a lm ost a l l  c o u n t r ie s ,  even a t i n y  

ones, have a re g ion a l problems, in  the  sense th a t  th e re  are 

d i f fe re n c e s  in  p ro s p e r i t y  between re g ion s  w i th in  each co u n try .  

N a tu ra l ly ,  f a c to r s  and resource  endowments are  unequa lly  

d is t r ib u te d  in  space in  every c o u n try .  These r e la t i v e  s t a t i c  

and fundamental s p a t ia l  d i s p a r i t i e s  in  space are c a l le d  

"geograph ica l i n e q u a l i t i e s '  by SundaramL Upon t h i s  p a t te rn ,  

d i f f e r e n t i a l  in te r v e n t io n  in  space in  the  process o f  

development in s c r ib e  ano ther p a t te rn  o f  in e q u a l i t y  

developmental i n e q u a l i t ie s .  There are a ls o  soc io-econom ic 

in e q u a l i t ie s  th a t  stem from d i f fe re n c e s  among human beings in  

terms o f  c la s s ,  sex, e t h n i c i t y ,  group, c u l t u r e ,  r e l i g io n ,  

income and d i f fe re n c e s  in  o p p o r tu n i ty  s t r u c tu r e s ,  and in  

access to  the  f r u i t s  o f  development th a t  a r is e  because o f  the  

e x p lo i t a t io n  o f human beings over t h e i r  fe l lo w  beings^.

Indones ia  i s  no e x c e p t io n .  Regional underdevelopment and

\  K.V. Sundaram, Qaography o f  Underdevalopmnt, Th& Spatial Dynamic 
o f Undarctovelopment, Concept Publishing Company, New Delhi, 1983, p. 5.

\  Ib id ., pp. 5-6.



d is p a r i t i e s  were and s t i l l  are among the  main problems o f  the  

a rch ipe la g o . The problems are sometimes described  as a p a t te rn  

o f  c o n t ra s t ,  e s p e c ia l ly  between the  is la n d  o f  Java and the 

o u te r  is la n d s  or s im i l a r l y  between the Western and the Eastern 

p a r ts  o f  the co u n try .  C om para tive ly , Java is  a resource poor 

reg ion  among the  is la n d s  o f  Indones ia , bu t the  p o p u la t io n  and 

economic, i n d u s t r i a l ,  p o l i t i c a l ,  a d m in is t r a t iv e ,  e d u c a t io n a l ,  

and c u l tu r a l  a c t i v i t i e s  are h e a v i ly  concen tra ted  in  t h i s  area. 

Most o f  the  m ajor c i t i e s  in c lu d in g  the  c a p i t a l ,  J a k a r ta ,  are 

loca ted  on Java. On the  o th e r  hand, the  o u te r  is la n d s  are r ic h  

in  n a tu ra l resource endowments, and as a r e s u l t ,  t h e i r  

economic a c t i v i t i e s  are s t i l l  con fined  to  raw m a te r ia l 

e x t ra c t io n  f o r  e x p o r t .  They serve as the  h in te r la n d  to  both 

Java and c a p i t a l i s t  ce n tre s  fo rm ing  a c e n tre -p e r ip h e ry  

r e la t io n s h ip .  A s tudy  o f  Geertz almost t h i r t y  years ago, f o r  

example, came to  the  co n c lu s io n  th a t ,  " i f  ever th e re  was a 

t a i l  which wagged a dog, Java is  the  t a i l  and Indones ia , the  

dog"3.

Despite marked degree o f  unevenness in  development among 

the  d i f f e r e n t  reg ions  and p rov ince s , th e re  is  l i t t l e  

comparative in fo rm a t io n  a v a i la b le  on le v e ls  o f  development and 

lack o f  development. A s tudy group on re g io n a l income s e t  up

. C liffo rd  Geertz, A gricu ltu ra l Involution, the Process o f Ecological 
Change in Indonesia, University of California Press, Berkeley, 1963, p. 
13.



3

under the  chairm anship  o f  Hendra Asmara* in  1970 was the  f i r s t  

e f f o r t  to  understand re g io n a l problems o f  th e  co u n try .  This 

s tudy was p rov ided  some e s t im a te s  o f  re g io n a l income 

d is p a r i t i e s  f o r  the  years o f  1968-72. Accord ing  to  t h i s  s tudy , 

re g io n a l d i s p a r i t i e s  in  Indones ia  were q u i te  s t r i k i n g  w ith  

regards to  n a tu ra l  resource endowments, the  le v e l o f  

p r o d u c t iv i t y  per c a p i ta ,  th e  q u a l i t y  o f  la b o r  and the 

e f f i c ie n c y  o f  resource use and o rg a n iz a t io n .

Regional backwardness and d i s p a r i t i e s  are a lso  r e f le c te d  

in  the  a l lo c a t io n  o f  c a p i t a l  investm ents which tend to  

conce n tra te  on Western p a r t  o f  Indones ia , e s p e c ia l ly ,  on the 

is la n d  o f  Java. Estern  In dones ia , c o n s is t in g  o f  9 p rov inces,^  

was and s t i l l  i s  the  area th a t  has s u f fe re d  th e  most s ince  the 

e a r ly  1960s. A re p o r t  o f  the  weekly b u l l e t i n .  Tempo,* shows 

t h a t  d u r in g  1967-68 to  May 28, 1990, domestic investm ent in  

t h i s  area o f  more than 22 m i l l i o n  people ( in te r -c e n c u s  1985) 

o r  about 13.55% o f  t o t a l  Indonesian  p o p u la t io n ,  was on ly  

Rp.6.69 t r i l l i o n  (6.5% o f  t o t a l  domestic inves tm en ts ) compared 

t o  R p .102 t r i 11 ion  (93.5%) inve s te d  in  the  West. The f ig u r e  o f  

fo re ig n  investm ent d u r in g  th e  same p e r io d  a ls o  demonstrates 

the  same tendency. The Eastern h a l f  o f  the  co u n try  rec ieved

*. Hendra Asmara, Regional Income Disparities, Bulletin of Indonesian 
Economic Studies, Vol. XI, No. 1, March 1975.

*. Those are the provinces of West Nusa Tenggara, East Nusa Tenggara, 
Maluku, Irian Jaya, Central Sulawesi, South Sulawesi, Southeast Sulawesi, 
North Sulawesi, and East Timor.

*. TEMPO, July 7, 1990, p. 25.
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US$2.7 m i l l i o n  (7.7%), w h ile  the  Western p a r t  US$32 m i l l i o n  

(92.3% )»

Using the le v e l o f  poverty  t o  measure re g io n a l 

underdevelopment and d i s p a r i t i e s ,  as we w i l l  see l a t e r ,  i t  

a lso  démontrâtes th a t  the  Eastern h a l f  o f  Indones ia  was and 

s t i l l  i s  the  w ors t bad ly  a f fe c te d  area.

The Indonesian government has recognized these problems, 

a t  le a s t  s ince  the e a r ly  1970s as was c le a r ly  r e f le c te d  in  

t h e i r  e f f o r t s  t o  overcome the re g io n a l backwardness and 

d is p a r i t i e s .

Since the  REPELITA I  ( th e  f i r s t  f i v e - y e a r  development 

p lan ) between 1969 and 1974 the  government in trod u ce d  the  

INPRES (P re s id e n t g r a n t - in - a id )  programs as th e  d i s t r i b u t i o n a l  

mechanism th roughou t the  country^. The programs channel 

c e n tra l  government development funds th rough  the  lo c a l 

government s t r u c tu r e  by a system o f  d i r e c t  and f l e x i b l e  

s u b s id ie s .  The INPRES program is  a system o f  fu n d in g  bypassing 

many e s ta b l is h e d  b u re a u c ra t ic  channels. I t  enables the  ra p id  

u t i l i z a t i o n  o f  c a p i ta l  f o r  the  development p r o je c t .  Accord ing  

to  MacAndrews, e t .a l . ,®  t h i s  system has been o f  enormous

L The INPRES is an acronym for Instruksi Presiden (President Decree) 
By the end of REPELl.A I I  (1974-79), there were six INPRLS programs: 
Inpres Propinsi (Provincial Development Grant), Inpres Kabupatan (D istrict 
Development Grant), Inpres SD (Elementary School Grant), Inpres Kesehatan 
(Health Grant), Inpres desa (Village Grant), and In,jres Pasar (Shops and 
Market Grant).

\  Colin MacAndrews, Atar Sibero and H. Benjamin Fisher, Regional 
Development and Planning Implementation in Indonesia: The Evolution of a 
National Policy in R.P. Misra, (ed.). Regional Development., Essays in 
Honour of Masahiko HonJOf Maruzen Asia, 1982, p. 48.
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s ig n i f ic a n c e  in  s t im u la t in g  development in  Indones ia . During 

the  REPELITA I I  (1974/79) the  INPRES re g io n a l development 

s u b s id ie s  programs were expanded. D uring t h i s  p e r io d ,  between 

15 and 20 per cent o f  the  n a t io n a l  development budget was 

devoted to  serve the  INPRES programs. Th is  accounted f o r  up to  

20 per cen t o f  the  p r o v in c ia l  development budgets. The INPRES 

programs were expanded f u r t h e r  d u r ing  the  la s t  th re e  

REPELITAs. The amount o f  the  INPRES s u b s id ie s  to  the  lo c a l 

governments a t  the  p r o v in c ia l ,  d i s t r i c t ,  and v i l l a g e  le v e l 

went up, thus in c re a s in g  the  f i n a n c ia l  resources a v a i la b le  f o r  

lo c a l area development®.

During the  REPELITA I I  major goa ls  o f  re g io n a l 

development were to  in te g ra te  s e c to ra l  p lann ing  a t  the 

re g ion a l le v e l ,  recogn ize  s p e c i f i c  development problems and 

the p o te n t ia ls  in  d i f f e r e n t  re g io n s ,  g iv e  s p e c ia l a t t e n t io n  to  

backward re g io n s , inc rease  re g ion s  p a r t i c i p a t io n  in  

development p la n n in g , and in te g ra te  a l l  the  in d iv id u a l  reg ions  

w i th in  the  framework o f  the  n a t io n a l  economy*®. A cco rd in g ly ,  

a P re s id e n t ia l  decree in  1974 e s ta b l is h e d  the  BAPPEDAs 

(Regional Development P lann ing  Boards) in  a l l  p ro v in ce s . The 

BAPPEDAs fu n c t io n  to  c o o rd in a te  the  s e c to ra l  programs o f  both 

C en tra l and P ro v in c ia l  government departments {D inas Daerah)

K Ibid ., p. 61-2.

see Ib id., p. 48. See also, A. Madjid Ibrahim and H. Benjamin 
Fisher, Regional Devalopment Studies and Planning in Indonesia, Bullstin 
of Indonesian Economic Studies, Vol. XV, No. 2, July 1979; K.V. Sundaram, 
Geography of Underdevelopment, Op Cit, pp. 146-54.
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a t  the  p r o v in c ia l  le v e l .  These BAPPEDAs were extended to  the 

d i s t r i c t s  le v e l (Kabupaten  and Kota Madya/ Derah T in gka t I I )  

in  each p rov ince  d u r ing  the  REPELITA I I I  (1979 /04 ).

Coupled w ith  the expansion o f  BAPPEDAs, th e re  were o th e r  

types o f  su p p o rt in g  a c t i v i t i e s  f o r  re g io n a l development d u r in g  

REPELITA ' I I ' ' .  The f i r s t  one in tro d u ce d  the  concept o f  

r e g io n a l iz a t io n .  The economy was d iv id e d  in t o  a number o f  

re g io n s ^ .  The second was the  e s ta b l is h m e n t o f  re g u la r  

re g io n a l and n a t io n a l c o n s u l ta t io n s .  F i n a l l y ,  the  

commissioning and c a r ry in g  o u t o f  a la rg e  number o f  re g io n a l 

development p lann ing  s tu d ie s  occu rred  in  t h i s  p e r io d .  

Conducting these s tu d ie s  a t  p r o v in c ia l  and m u l t i - p r o v in c ia l  

le v e ls  has been seen as a necessary s tep  toward a c re a t io n  o f  

a re g io n a l p lann ing  c a p a c ity .  I t  was e s t im a te d  t h a t  by 1978, 

around f i f t e e n  such s tu d ie s  have been accomplished o r  were 

under way a t  co s t o f  app rox im a te ly  US$17 m i l l i o n  to  the  donors 

and US$3 m i l l i o n  in  c o u n te rp a r t  fu n d in g  by the  Indonesian

MacAndrews e t .a l . .  Op. CH., p. 49.

There are 4 major regional centers (Pusat Wilayah Utama), 
established in Medan (North Sumatera), Jakarta, Surabaya (East Java) and 
Ujung Pandang (South Sulawesi). These major regional centers are the 
centers fo r 10 regional centers (Pusat Wilayah). The Medan center covered 
the provinces of Aceh, North Sumatera, Riau and West Sumatera. The Jakarta 
center covered South Sumatera, Jambi, Bengkulu, Lampung, Jakarta, West 
Java, Central Java, Yogyakarta and West Kalimantan. While the Surabaya 
center’ s areas of covering are the provinces of East Java Bali, Central 
Kalimantan, South and East Kalimantan. The last Pusat Wilayah Utama 
covered the whole provinces o f Eastern Indonesia (South, Southeast, North 
and Central Sulawesi, both Nusa Tenggara, Ir ian  Jaya, Maluku and East 
timor), see Ibrahim and Fisher, Op. C it., p .116-7.
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government's _

During the  REPELITA I I I  (11979-1984) the  focus was g iven

to  c o o rd in a t in g  the  d i f f e r e n t  re g io n a l p lan n in g  e f f o r t s ,

b u i ld in g  up the  c a p a c i t ie s  o f  lo c a l government p lan n in g  

o rg a n iz a t io n s ,  and im p lem enta tion  o f  lo c a l areas p lans in  

se le c te d  p a r ts  o f  the  coun try '^ . Other im po rtan t p o l i c ie s  to  

overcome re g io n a l backwardness and d is p a r i t i e s  d u r ing  t h i s  

p e r io d  were re la te d  to  th e  emphasis on the  geographic 

d i s t r i b u t i o n  o f  development funds p a r t i c u la r l y  to  the  more 

backward and is o la te d  reg ions  and on ru ra l  development

a c t i v i t i e s  a t  the  v i l l a g e  le v e l th rough e x is t in g  as w e ll as 

new i n s t i t u t i o n s  and programs^.

A lthough the  Indonesian government has put many resources 

and e f f o r t s  to  ach ieve a balance development among re g io n s ,  as 

we w i l l  see l a t e r ,  s p a t ia l  d i s p a r i t i e s  remain. The 

d i s t r i b u t i o n a l  p o l i c ie s  undertaken so f a r  have o n ly  a

p e r ip h e ra l  e f f e c t  in  b r in g in g  an e q u i l ib r iu m  development among 

re g io n s . The re g io n a l backwardness and d i s p a r i t i e s  re s u l te d  

from the  com bina tion  o f  the  w ork ing  o f  the  market, the  

c o lo n ia l  legacy , d is c r im in a to r y  p o l i c ie s ,  the  geographic 

b a r r ie r s  and the  p o l i t i c a l  c u l t u r e  o f  the  c o u n try .  The

see a Madjid Ibrahim and H. benjamin Fisher, Regional
Development,...........Op. 0 / t . , pp. 116-118.

Loekman Soetrlsno and Mubyarto, Problems and Challenges in the 
Implementation of the Provincial Development Program, PRISMA, No. 45.

MacAndrews, Op. C it., pp. 61-2; Albert Van Denham and Hariri Hadi, 
Planning and Participation at Lower Levels in Indonesia, Prisma, No. 46, 
pp. 72-83.
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aforementioned government p o l i c ie s  have proven to  be 

s u p e r f i c ia l  trea tm e n ts  o f  the  u n d e r ly in g  problems.

This study is  an e x e rc is e  o f  e x p lo ra to ry  research in to  

causes o f  re g ion a l underdevelopment and d is p a r i t i e s  in  

Indonesia  w ith  s p e c ia l re fe re n ce  to  the  Eastern h a l f  o f  the 

a rch ipe la g o . Due to  the  a v a i l  l a b i l i t y  o f  d a ta , t h i s  s tudy w i l l  

l i m i t  i t s e l f  to  cover o n ly  the  p e r io d  o f  what is  c a l le d  the  

New Order'® government o f  Indones ia  th a t  came to  power a f t e r  

the  f a i l u r e  o f  Indonesian Communist P a r t y ’ s (PKI) a b o r t iv e  

coup in  September 1965. The fo l lo w in g  q u e s t io n s  are the  focus  

o f  t h i s  s tudy : What are  u s e fu l parameters t o  meassure re g io n a l 

underdevelopment and d is p a r i t i e s  and what i s  the  tendency o f  

them in  Indones ia  over t ime? F in a l l y ,  what are the  u n d e r ly in g  

s t r u c tu r a l  causes o f  re g io n a l underdevelopment and d i s p a r i t i e s  

o f  Indonesia?

I I .  THESIS

I  w i l l  argue th a t  f i r s t ,  th e re  i s  a tendency o f  re g io n a l 

underdevelopment and d i s p a r i t i e s  to  worsen in  Indones ia  over 

t im e . Second, the  a forem entioned tendency i s  c le a r l y  r e f le c te d  

in  the  w idening o f  both economic and s o c ia l  gaps between the

. The New Order government refers to the government led by President 
Soeharto that came to power In 1966 after the failure of the Indonesian 
Communist Party’s coup. This term is used to d 1st Ingush Soeharto’s regime 
from Soekarno’s which was known as the Old Order.
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Western and the  Eastern p a r ts  o f  the  co u n try .  T h ird ,  th e re  is  

no s in g le  th e o ry  t h a t  can be used in  examining and e x p la in in g  

the  u n d e r ly in g  causes o f  re g io n a l underdevelopment and 

d is p a r i t i e s  in  Indones ia . I  w i l l  argue th a t  the  c e n t r a l iz in g  

tendency in h e re n t in  th e  w ork ing  o f  market fo rc e s ,  to g e th e r  

w i th  th e  geographic  b a r r ie r s ,  c o lo n ia l  legacy, and 

d is c r im in a to r y  p o l i c i e s  undertaken by the  Indonesian 

government a g a in s t  th e  o u te r  is la n d s  have been re in fo rc e d  by 

the  s tro n g  c e n t r ip e ta l  tendency o f  power in  Indonesian 

p o l i t i c a l  sphere.

I I I .  METHODOLOGY

The measurement o f  re g io n a l underdevelopment and 

d is p a r i t i e s  w i l l  be based on the  comparison o f  the  economic 

and s o c ia l  c o n d i t io n s  o f  the  re g ion s  and p rov inces  w ith  the 

n a t io n a l average. The economic in d ic a to r s  used in c lu d e  

re g io n a l per c a p i ta  income, the  d i s t r i b u t i o n  o f  c a p i ta l  

investm ent and development p r o je c ts ,  the  d i s t r i b u t i o n  o f  

in d u s t r ie s  and in d u s t r ia l  a c t i v i t i e s  in c lu d in g  the  le v e ls  o f  

p r o d u c t i v i t y  (va lue  added per worker and s e c to r )  and le v e ls  o f  

in te r r e g io n a l  m ig ra t io n .  The s o c ia l  in d ic a to r s  w i l l  focus on 

le v e ls  o f  p ove rty  and the  s p a t ia l  d i s t r i b u t i o n  o f  p o s t

secondary e d u ca t io n .

Documentary and l i b r a r y  research o f  secondary sources
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were used in  data c o l le c t in g .  A l l  s t a t i s t i c a l  data is  p rov ided  

and pub lished  by the  Indonesian government, in te rn a t io n a l  

development agencies, such as the  IMF and the  World Bank, and 

p rev ious  s tu d ie s  conducted by o th e r  resea rche rs .

IV. THE OUTLINE OF THE STUDY

The study w i l l  be o rgan ised  as fo l lo w s .  Chapter I  is  the  

In t ro d u c t io n ,  which co n ta in s  o f  the  background to  the  problem, 

problem s ta tem ent, the  th e s is  o f  the  s tu d y , and methodology. 

Chapter I I  o u t l in e s  b r i e f l y  the  fe a tu re s  o f  the  c o u n try ,  such 

as geography, demography, p o l i t i c a l  h is t o r y  and economic 

performance o f  Indones ia . T h is  ch a p te r  is  designed to  p rov ide  

a c o n te x t  in  which re g io n a l underdevelopment and d is p a r i t i e s  

take p lace . Chapter I I I  p ro v id e s  some ev idence o f  re g io n a l 

underdevelopment and d i s p a r i t i e s  in  o rde r  to  demonstrate t h e i r  

p a t te rn ,  le v e l and tendency. Four c r i t e r i a  are used to  

determ ine the  re g io n a l backwardness and d i s p a r i t i e s .  F i r s t ,  

re g iona l income per c a p i ta ,  second, s p a t ia l  d i s t r i b u t i o n  o f  

in d u s t r ie s  and in d u s t r ia l  a c t i v i t i e s .  T h i rd  is  s p a t ia l  

d i s t r i b u t i o n  o f  c a p i ta l  inves tm en t. Fourth  i s  s p a t ia l  p a t te rn  

o f  p o ve rty ,  and l a s t l y  i s  s p a t ia l  d i s t r i b u t i o n  o f  p o s t

secondary educa t io n . Chapter IV d e sc r ibe s  th e  th e o r e t ic a l  

frameworks which d e sc r ib e  the  causes and s o lu t io n s  o f  the  

problems o f  re g io n a l backwardness and d i s p a r i t i e s .  Four
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schoo ls  o f  thought w i l l  be e la b o ra te d . F i r s t  is  Regional S e l f -  

Balance school o f  th ough t, second Regional Imbalance school o f  

th o u g h t,  t h i r d  is  S t ru c tu ra l  Dependency school o f  th o u g h t,  and 

f i n a l l y  S ta te  P o l ic ie s  school o f  th o u g h t.  Chapter V w i l l  show 

and argue th a t  none o f  these th e o r ie s  can a d e q u ite ly  e x p la in  

the  problem o f  re g io n a l d i s p a r i t i e s  in  Indones ia , and proposes 

an a l t e r n a t i v e  e xp la n a t io n  from a p o l i t i c a l  p e rs p e c t iv e .  

Chapter V i s  the  co n c lu s io n  p ro v id in g  both the  summary and the  

agenda f o r  the  fu tu re .



CHARTER II

INDONESIA: COUNTRY PROFILE

I .  GEOGRAPHY

The Repub lic  o f  Indones ia , u n t i l  th e  Second World War the 

Netherlands East In d ie s ,  i s  the  la rg e s t  a rc h ip e la g o  co u n try  in  

the  w orld  w ith  more than 17,000 is la n d s  (see map). This 

c o n s is ts  o f  a t o t a l  area o f  5 ,193,250 sq Km o f  which is  

2,0227,087 sq Km is  land mass. There are f i v e  major is la n d s :  

Sumatra (473,606 sq Km), Java and Madura (132,107 sq Km), 

Kalimantan (539,981 sq Km), Sulawesi (189,216 sq Km) and I r i a n  

Jaya (421,981 sq Km)'. H i s t o r i c a l l y ,  th e  a rc h ip e la g o  has been 

described  as r ic h  in  n a tu ra l  resource endowments^. O i l  and 

n a tu ra l gas f i e l d s  are found in  the  areas o f  Ka lim antan, 

Sumatera, and in  the  sea o f  Java. A lso , copper, t i n ,  g o ld , 

co a l,  manganese, b a u x ite ,  n ic k e l  and many o th e r  n a tu ra l  

resources are found in  v a r io u s  p a r ts  o f  th e  a rch ipe lago*.

Com para tive ly , Java i s  a resource  p o o r- re g io n  among the

'. Department of Information Republic of Indonesia, Indonesia 1989, 
An O ffic ia l Handbook, p. 19.

*. Paul Wheatley noted that "land of gold" was a frequent historical 
term in describing Indonesia, see The Golden Hhereoneae, Kuala Lumpur, 
1961, pp. xxi-xxiv.

*. For a brief discussion see W.F. Wertheim, Indonesian Society in 
Transition, Greenwood Press, Publishers, Westport, Connecticut, 1956, pp. 
16-21.
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INDONESIAN ARCHIPELAGO

666 kn

KALIMANTAN

I NDI AN OCEAN

is la n d s  o f  Indones ia , bu t i t  i s  the  p o l i t i c a l ,  economic, 

m i l i t a r y  and c u l t u r a l  c e n te r  o f the  c o u n try .  Most o f  the  major 

c i t i e s  in c lu d in g  the  c a p i t a l ,  J a k a r ta ,  are  lo ca te d  on Java. On 

the  o th e r  hand, the  o u te r  is la n d s  are r ic h  in  n a tu ra l  resource  

endowments, and as a r e s u l t ,  t h e i r  economic a c t i v i t i e s  a re  

s t i l l  co n f in e d  t o  raw m a te r ia l  e x t r a c t io n  f o r  e x p o r t .  In  many 

ways, they serve  as the  h in te r la n d  o f  Java. A s tudy  by Geertz 

alm ost t h i r t y  years ago came to  the  co n c lu s io n  t h a t ,  " i f  ever 

th e re  was a t a i l  which wagged a dog, Java is  the  t a i l  and
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Indones ia , the  d o g " \

G e o lo g ic a l ly ,  th e re  i s  a d e a r  d i s t i n c t i o n  between the  

la rg e r  is la n d s  o f  Sumatera, Ka lim antan, Java, I r i a n  Jaya, and 

Sulawesi which a l l  la y  in  th e  Sunda and Sahul Shelves. These 

is la n d s  have e x te n s ive  co a s ta l low lands f r in g e d  by sha llow  

seas. The is la n d s  to  the  e a s t o f  B a l i  and Kalimantan and I r i a n  

Jaya a l l  r i s e  from g re a t ocean depths and b a re ly  have a 

co a s ta l p la in .^

Java is  endowed w ith  many a c t iv e  vo lcanoes, p ro v id in g  i t  

w i th  more ch e m ica l ly  bas ic  a je c ta  than in  the  o u te r  is la n d s ,  

e s p e c ia l ly  in  Sumatera where the  volcanoes are less  a c t iv e  and 

produce more a c id ic  ash and lava . As a r e s u l t ,  Java generates 

more f e r t i l e  s o i l s  which are  renewed a t  a ra te  f a s t e r  than 

those in  the  o u te r  is la n d s .  S im i la r l y ,  s in ce  much o f  the  

sediment is  d e r ive d  from the  v o lc a n ic  i n t e r i o r ,  the  low lands 

in  Java b e n e f i t  from the  enormous amount o f  i t  c a r r ie d  by 

r i v e r s .  T h is  p rov ides  v a lu a b le  p la n t  n u t r ie n t s .  The absence o f  

volcanoes in  the  o u te r  is la n d s  means t h a t  s o i l  has developed 

from very  d i f f e r e n t  pa ren t rocks , which a re , accord ing  to  

Drake,® o f te n  d e f i c ie n t  in  p la n t  n u t r ie n ts .

C l im a t ic a l l y ,  th e re  i s  a c o n s id e ra b le  v a r ia t io n  in  the

Clifford Geertz, Agricultural Involution, the Process o f £co1og1ca1 
Change in Indonesia, University of California Press, Berkeley, 1963, p. 
13.

K CriStine Drake, National Integration in Indonesia. Patterns and 
Policies, University of Hawaii Press, Honolulu, 1989, p. 10.

Ib id ., p. 12.
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amount and s e a s o n a l i ty  o f  r a i n f a l l .  Many lo c a l iz e d  dry seasons 

occur due to  the topography in  r e la t i o n  to  the  d i r e c t i o n  o f  

the p r e v a i l in g  monsoon winds. However, th e re  i s  a major 

c l im a t ic  c o n tra s t  between much o f  the  a rc h ip e la g o  and the  

southern  area. The fo rm er experiences co n s ta n t and yea r-round  

r a i n f a l l ,  w h ile  the  l a t t e r  experiences a marked d ry  season 

th a t  increases in  d u ra t io n  w ith  p ro x im i ty  to  the  A u s t ra l ia n  

c o n t in e n t .  The dry season is  a ls o  in f lu e n c e d  by a h ig h -  

p ressure  system from A u s t r a l ia  between A p r i l  and September. 

T h is  leads to  more open deciduous fo re s ts  and savanna 

v e g e ta t io n  in  the  ea s te rn  p a r t  o f  Nusa Tenggara. The r e s u l t  is  

wind e ros ion  and d i f f i c u l t  pe r iod s  o f  d rough t t h a t  reduce the  

p o te n t ia l  o f  the  land f o r  a g r i c u l t u r e . '

These p h ys ica l and c l im a t ic  d i f fe re n c e s  lead to  e x is te n c e  

o f  two d i f f e r e n t  a g r i c u l t u r a l  systems; the  Sweden o r  s lash  and 

burn a g r ic u l tu r e  predominates in  the  s l i g h t l y  s e t t le d  reg ions  

o f  the o u te r  is la n d s  and in te n s iv e  wet r i c e  c u l t i v a t i o n  in  

Java and B a l i .

The geograph ica l na tu re  o f  the  c o u n try ,  as w i l l  be 

d iscussed la t e r ,  i s  one o f  the  key fa c to r s  u n d e r ly in g  the  

p e rs is te n c e  o f  re g io n a l problems in  the  c o u n try .

. Ibid.
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I I .  DEMOGRAPHY

According to  p ro je c t io n s  o f  the  1985 in te r -c e n s u s ,  in  

1990 Indonesia  would have a p o p u la t io n  o f  more than 182 

m i l l i o n  people making i t  the  f i f t h  most populous co u n try  in  

the  world®. In d o n e s ia ’ s p o p u la t io n  has increased remarkably 

f a s t  d u r in g  the c u r re n t  c e n tu ry :  from  about 48.5 m i l l i o n  in  

1920 to  182.6 m i l l i o n  in  1990®. S ix ty -se ve n  pe rcen t o f  the  

p o p u la t io n  c o n s is ts  o f  persons under 30 years o f  age. Most o f  

the  people l i v e  in  the  ru ra l  areas. Accord ing to  the  i n t e r -  

cencus o f  1985, more than 121 m i l l i o n  people (73.7%) are in  

r u ra l  a reas, w h i le  the correspond ing  f ig u r e  f o r  urban 

p o p u la t io n  i s  around 43 m i l l i o n  (2 6 .3 ) .  During the  la s t  decade 

the  p o p u la t io n  growth ra te  was 2.32% per annum’®. The s p a t ia l  

d i s t r i b u t i o n  o f  the  p o p u la t io n  is  very  unequal as c le a r l y  

presented in  ta b le  2 .1 .

Table 2.1 c le a r l y  demonstrates the  uneven d i s t r i b u t i o n  o f  

the  p o p u la t io n .  The is la n d  o f  Java accounts f o r  le ss  than 7% 

o f  t o t a l  land area o f  the  a rc h ip e la g o  has o f  t o t a l  p o p u la t io n  

more than 60%. The p o p u la t io n  d e n s i ty  o f  Java and Madura, a 

t in y  is la n d  near Java, was 755 per sq Km in  i985 compared to  

69, 14, 61, and 106 and 6 f o r  Sumatera, Ka lim anatan, Su lawesi,

. The population projection for 1995 was and 199,647,000; 216,116,000 
and 231,412,000 for the year of, 2000, and 2006 respectively; BPS, 
Statistical Pocketbook of Indonesia  ̂ 1988, Jakarta, p. 23.

®, Ibid.

'®. Ib id ., pp. 32-33.
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Nusa Tenggara, and Maluku (Maluccos) and I r i a n  Jaya 

re s p e c t iv e ly .

The m a ld is t r ib u t io n  o f  the  p o p u la t io n  is  a ls o  r e f le c te d  

in  land u t i l i z a t i o n .  W hile  th e  p ro p o r t io n  o f  c u l t i v a te d  land 

on Java is  about 70%, on the  Outer Is la n d s  i t  is  o n ly  about 

4%." Th is  p a t te rn  o f  uneven d i s t r i b u t i o n  o f  the  p o p u la t io n  

i s  another c r u c ia l  f a c t o r  u n d e r ly in g  the  re g io n a l problems.

The vast m a jo r i t y  o f  Indones ians are o f  Malay o r i g in ,  

having em igrated from mainland As ia  in  seve ra l waves s ince  

2500 BO. The Malay m a jo r i t y ,  however, are by no means 

homogeneous. As a r e s u l t ,  th e re  are more than th re e  hundred 

and s ix t y  d i f f e r e n t  d ia le c t s  spoken, making communication 

between d i f f e r e n t  e th n ic  groups and c u l tu re s  im p o s s ib le ^ .

In  th e  Eastern p a r t  o f  the  co u n try  ( I r i a n  Jaya) are 

M elanesian, and some o f  t h e i r  in f lu e n c e  extends f u r t h e r  west. 

There are about fo u r  to  f i v e  m i l l i o n  Chinese, some In d ia n s  and 

Arabs s c a t te re d  th ro u g h o u t the  c o u n try .  As a r e s u l t ,  a 

r e l a t i v e l y  a r t i f i c i a l  language, Bahasa Indones ia , based on the  

l in g u a  fra n c a  o f  the  re g io n ’ s t r a d in g  communities, was 

developed to  f a c i l i t a t e  communication d u r in g  the  d r iv e  f o r  

n a t io n a l independence.

Qeertz, Loc. Cit.

Frank R. Lebar, Ethnic Groups o f Insular Southeast Asia, Human 
Relations Area Files Press, New Haven, 1972; For a brief desclption of 
some of the main ethnics and cultures see Selo Soemardjan, Indonesia, A 
Socio-Economic ProfiJe, sterling Publisher Private Limited, 1988, chapter 
3, pp. 54-82; Wertheim, Op. Cit., pp. 21-37.
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Table 2,1 Area and Number of Population by Privince/Island, 198'

Province/Island As % of Total Population As % of Total Density 
area of Indonesia 1,000) Population per Sq Km

SUMATERA 24,67 28,016
01 Aceh 2.88 2,972
North Sumatera 3,69 9,422
West Sumatera 2.59 3,698
Riau 4.93 2,548
Jambi 2.34 1,745
South Sumatera 5.40 5,370
Bengkulu LiO 943
Lampung 1.74 5,905

JAVA 6.89 99,852
OKI Jakarta 0,03 7,885
West Java 0.41 30,830
Central Java 1.78 26,945
01 Vogyakarta 0.17 2,930
East Java 2.50 31,262

KALIMANTAN 28,11 7,722
West Kalimantan 7.65 2,819
Central Kalimantan 7.95 1,118
South Kalimantan 1.96 2,273
East Kalimantan 10.55 1,512

SULAWESI 9.85 11,554
North Sulawesi 0.99 2,313
Central Sulawesi 3.63 1,511
South Sulawesi 3.79 5,610
Southeast Sulawesi 1.44 1,120

NUSA TENGGARA 4.61 9,336
Bali 0.29 2,649
West Nusa Tenggara 1.05 2,995
East Nusa Tenggara 2.49 3,061
East Timor 0,78 631

MALUKU AND IRIAN JAÏA 25.87 2,980
Maluku 3,88 1,609
Irian Jaya 21.99 1,371

TOTAL 100.00 164,047

Source : BPS, Statistical Pocliùtboolt of Inilonesia, 1988.

19.87 69
1,81 54
5.74 133
2.25 74
1.55 27
1.06 39
3.27 52
0.57 45
3.60 177

60.87 755
4.81 13,365
18.79 666
16.44 788
1,79 925

19.06 652

4.71 14
1.72 19
0,68 7
1.39 60
0.92 7

7.04 8l
1,41 122
0.92 22
4.03 91
0.68 40

5.69 106
1.61 476
1.83 148
1.87 64
0.38 42

1.82 6
0.98 3
0.84 6

100,00 85
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I I I .  POLITICAL HISTORY 

A. PRE-COLONIAL PERIOD

The p o l i t i c a l  h is to r y  o f  Indones ia  p r io r  to  the era  o f 

c o lo n ia l is m  has been c h a ra c te r iz e d  a t  f i r s t  by a p e r io d  o f 

b ip o la r  s p a t ia l  p o l i t i c a l  o rg a n iz a t io n  ( S r i v i j a y a  vs 

M a japah it)  d u r ing  the  7 th to  14th c e n tu r ie s  fo l lo w e d  by a 

p e r iod  o f  m u l t i - p o la r  p o l i t i c a l  o rg a n iz a t io n  from 14th cen tu ry  

to  c o lo n ia l i z a t io n .

In  t h i s  f i r s t  p e r io d ,  S r iv i ja y a  based in  South Sumatera 

(7 th  to  13th c e n tu r ie s )  was in  c o n f l i c t  w ith  the  powerfu l 

Hindu Kingdom o f  M a ja p a h it ,  based in  East Java. The sea-based 

empire o f  S r iv i ja y a  based i t s  power on the  m o n o p o lis t ic  

c o n t ro l  o f  t ra d e  and sh ipp ing '^ , w h i le  the  Kingdom o f 

M a japah it  was based on w e t - r ic e  a g r ic u l tu r e .  S r iv i ja y a ,  

accord ing  to  John D. Legge^\ was cosm opolitan  in  ch a ra c te r  

and had a h igh degree o f  s o c ia l  e q u a l i t y  and to le ra n c e .  In 

c o n t ra s t ,  M a japah it  was h ie r a r c h i c a l , a r i s t o c r a t i c  and 

m i l i t a r y  in  c h a ra c te r  and b u t tre s s e d  by m a g ic o - re l ig io u s  

power.

S riv ijaya ’ s power during the f i f t h  to the twelveth centuries lay 
in i ts  a b i l i t y  to control the Malacca S tra its  and enforce customs duties 
and port dues from ships using the prevailing moonsonal winds in the ir 
foyages from Arabia, Persia, India, and ceylon to the spice Hands 
(Maluku) and China, Drake, Op. C it., p. 21.

John D. Legge, Indonasia, P rin t ice -H a ll, Englewood, New Jerssey, 
1964, p. 29.
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Due to  the  improvement in  s h ip b u i ld in g  and n a v ig a t io n  

te ch n o lo g ie s ,  f lu c tu a t io n  o f  t ra d e  and in te r n a t io n a l  p o l i t i c s ,  

S r i v i j a y a ’ s dom ination  came to  an end in  the  e a r ly  12th 

c e n t u r i e s . T h e  absence o f  a g r i c u l t u r a l  base and o th e r  

in d u s t r ie s  fu r t h e r  aggravated the  e m p ire ’ s demise. Thus, when 

Marco Polo v is i t e d  Sumatera in  1292, S r iv i ja y a  had 

d is in te g ra te d  in to  e ig h t  kingdoms.

The d e c l in in g  o f  S r iv i ja y a  paved the  way f o r  Java to  ga in  

a predominant p o s i t io n  in  the  a rc h ip e la g o .  A f t e r  d e fe a t in g  

S r iv i ja y a ,  M a japah it reached beyond the  border o f  p resen t 

Indones ia  to  inc lude  Champa in  North  Vietnam, Kampuchea and 

the  P h i l ip p in e s  (Berg doubts t h i s ,  a rgu in g  t h a t  M a ja p a h it ’ s 

supremacy was l im i te d  o n ly  to  Java, Madura and B a l i ) , '®  d u r in g  

14th and 15th cen tu ry .

According to  R e i n h a r d t , d e s p i t e  th re a ts  a v a r io u s  

times by the Is la m ic  commercial empire o f  Malacca in  the  

f i f t e e n t h  ce n tu ry , the  Javanese kingdoms have been th e  ce n te r  

o f  p o l i t i c a l  in f lu e n c e  and a r b i t r a t o r  o f  r i v a l r i e s  in  the  

area. M a japah it,  e s p e c ia l ly  under Hayam Wuruk ( th e  k ing  o f  

M a japah it in  the fo u r te e n th  c e n t ry )  and Gadjah Mada ( i t s  prime 

m in is te r  between 1331 t o  1364), no t o n ly  e s ta b l is h e d  i t s e l f  as 

a g r i c u l tu r a l  1 y based power bu t a ls o  as a commercial empire. 

S im i la r l y ,  Gadjah Mada u n i f ie d  a d m in is t r a t io n  and c o d i f ie d

15. Drake, Op. C it., p. 21.

1®. Berg in Welthheim, Op. C it., p. 52.

11. John M. Reinhardt in Ibid. p. 22.
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laws and customs which were s t i l l  used as la te  as the 

n in e te e n th  century.'®  M a ja p a h i t ’ s power came to  an end in  

1518.'® A f te r  the  d e c l in e  o f  M a japah it ,  the  p o l i t i c a l  

h is to r y  o f  the  a rc h ip e la g o  was marked by a m u l t ip o la r  

p o l i t i c a l  o rg a n iz a t io n  r e f le c te d  in  the  e x is te n ce  o f  many 

small independent kingdoms b e fo re  they were conquered by the 

Dutch. However, the  c o l la p s e  o f M a japah it and emergence o f  a 

m u l t ip o la r  o rg a n iz a t io n  d id  no t n e c e s s a r i ly  mean the end o f  

Javanese p o l i t i c a l  dom ina tion .

The Javanese in te r p r è te  and b e l ie v e  th a t  power is  

something c o n c re te , homogeneous, cons tan t in  t o t a l  q u a n t i t y ,  

and w ith o u t  in h e re n t  moral im p l ic a t io n .  As a consequence, the 

c e n t ra l  ques t io n  i s  no t o f  e x e rc is in g  power as i t  is  in  

Western p o l i t i c a l  th e o ry ,  bu t o f  accum ulating and c e n t r a l i z in g  

power. T h is  can o n ly  be accomplished through the  d is m a n t l in g  

o f  a l l  re g io n a l powers and absorb ing  them to  the  ce n te r ,  Java. 

An e x c e l le n t  s tudy  by Moejanto whose exam ination  o f  o ld  

Javanese l i t e r a t u r e  can be used as an i l l u s t r a t i o n .  Moejanto 

focuses h is  s tudy on the  concept o f  Keagungan-Binantaraan,^^

'®. Ib id .,  p. 23.

'®. For a b r ie f discusion see, Pradjumna P. Karan and Wilford a. 
Bladen, The Geopolitic Base, in Ashok K. Dutt, (ed.), Southsast Asia, 
Realm o f Contrasts, 3rd ed., Westview Press, Boulder-London, 1985, p. 23; 
Department of Information Republic of Indonesia, Indonesia 1990,, Op. 
C it., pp. 24-26.

The power of kings of Mataram (an old Javanese empire) was 
described as so greatful in the sense that they owned everything In the 
world. Including every l i f e  of othersone. In the world of wayang, as 
Moejanto argues, such a king was described as gung-'binathara, bau 
dhendhanyakrawati (ce les tia l ly  grand, maintaining the law and ru ling the
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an id e a l p ic tu re  o f  both the  k ing  and kingdom acco rd ing  to  the  

Javanese w o r ld . He found th a t  in  the  Javanese c u l t u r e  the  

greatness o f  the power o f  the  k in g  was c h a ra c te r iz e d  by the  

vastness o f  the t e r r i t o r y  o f  h is  kingdom; the number o f  

conquered t e r r i t o r i e s  and the  n a tu re  o f  th e  t r i b u t e s  o f fe re d  

by conquered k ings ; the  f a i t h f u ln e s s  o f  regen ts  and o f f i c i a l s  

in  c a r ry in g  out t h e i r  d u t ie s  and a t te n d in g  the  c o u r t  on 

appointed occasions; the  grandeur o f  the  c o u r t  ceremonies and 

the he ir loom s ipusaka) and cerem onia l equipment he owned; the  

s iz e  o f  h is  army; and h is  w ea lth  and number o f  honourary and 

h is  fame.^’ From the  above e x p la n a t io n ,  i t  i s  c le a r  by now 

th a t  the idea l type o f  k in g  and kingdom in  Javanese concept 

re q u ire s  both the e x is te n ce  a ve ry  s tro n g  ce n te r  which is  

incomparable to  the  p e r ip h e ra l  a reas. So th a t  i t  i s  no t 

s u rp r is in g  th a t  in  Javanese c u l t u r e ,  n e i th e r  d iv i s io n  o f  

power, nor competing powers e x i s t .  A u th o r i t y  i s  no t d iv id e d ,  

ra th e r  i t  i s  a t o t a l i t y .  Thus, the  Javanese always a s s e r t ,  

"Ngendi ana su r y a kembar" ( th e re  i s  o n ly  one sun in  the  

w o r ld ) .22 The h is to r y  o f  Mataram, as Moejanto d e sc r ibe d , 

demonstrates c le a r ly  the  n e c e s s i t ie s  f o r  the  e x is te n ce  o f  a 

s trong  ce n te r  and weak p e r ip h e ra l  a reas. Accord ing  to  

M oejanto ’ s s tudy , the  k ing  o f  Mataram, S e n a p a t i , in  h is  e f f o r t

world, see Q. Moejanto, The Concept of Power In Javanese Culture, Gadjah 
Mada University Press, Vogyakarta, 1990, p. 102-3.

2t . Ib id ., p. 104.

22. Ibid.
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to  f u l f i l l  the keagungan-b inantaraan  f i r s t  c e n t ra l iz e d  a l l  

form o f  power in  h is  hand,23 then e s ta b l is h e d  the  number o f  

s a t e l l i t e s  th rough conquering f i r s t  the  whole o f  Java, then 

the  o u te r  is la n d s  o r Tanah Sebrang as the Javanese used to  

c a l l  them. Since the  concept o f  keagungan b inan ta raan  pu t the  

g rea tness o f  Mataram in  an uncomparable, Mataram stood w ith o u t  

an e qua l.  A c c o rd in g ly ,  the  conquering o f  tanah sebrang  was 

im p o rta n t,  because i t  was a source o f  p re s t ig e ,  w ea lth  and 

m i l i t a r y  s t r e n g th , ^  and most im p o rta n t was th a t  t h i s  

conquering  from the  Javanese’ s p o in t  o f  view was a symbol t h a t  

power remained a t  the  c e n te r ,  Mataram.

I  hope i t  i s  c le a r  by now th a t  s ince  the  very beg inn ing  

the  power r e la t io n s  between Java and the  o u te r  is la n d s  was 

based on the  form o f  c e n t ra l - p e r ip h e r y  r e la t io n s h ip  in  which 

Java was the  c e n te r ,  and the  o u te r  is la n d s  p layed t h e i r  r o le  

as p e r ip h e r ie s .  T h is  s i t u a t i o n  c le a r l y  s t i l l  e x i s t  today. The 

lo g ic  o f  the  Javanese concep tion  o f  power re q u ire s  a very 

s tro n g  ce n te r  which is  s y n c re t ic  and a b s o rp t iv e  in  c h a ra c te r .  

Th is  c e n te r ,  as M oe jan to ’ s s tudy dem onstra tes, is  u s u a l ly  

re a l iz e d  in  the  person o f  a r u le r .

23. Ib id ., p. 108. 

2\ Ib id ., p. 109.
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B. COLONIAL PERIOD

Beginning in  the  16th c e n tu ry ,  the  co u n try  was co lo n ize d  

f i r s t  by the  P o rtuguese ,^  then by the  Dutch f o r  about 350 

years, and f i n a l l y  by Japan d u r in g  the  Second World War f o r  

more than th re e  years. I t  became independent on August 17th, 

1945 a f t e r  a long l i b e r a t i o n  s t ru g g le .  I t  gained f u l l  

s o ve re ig n ty  in  1949 in s p i t e  o f  p e r s is te n t  p o l i t i c a l  and 

m i l i t a r y  a c t io n s  o f  a Dutch government which wanted to  r e ta in  

the  co lo n y^ .

The e f f e c t  o f  the Dutch c o lo n ia l is m  on th e  a rc h ip e la g o  

was am biva len t. In  one extreme, i t  l in k e d  more s y s te m a t ic a l ly  

the  a rch ipe la g o  in  terms o f  a d m in is t r a t io n ,  law, and 

communication, b r in g in g  a u n i t y  no t experienced  b e fo re .  The 

Dutch ru le  a ls o  p rov ide d  th e  r a t io n a le  f o r  adop ting  the 

boundaries o f  the  N etherlands East In d ie s  Company as the  

l i m i t s  o f  the  new independent R epub lic .

On the  o th e r  extreme, the  Dutch r u le  was uneven 

th roughou t the  a rc h ip e la g o . The c o lo n ia l  power no t o n ly  

d e l ib e r a te ly  preserved e x is t in g  d i f fe re n c e s  among the  a lre ad y  

d ive rse  people and kingdoms in  p u r s u i t  i t s  p o l ic y  o f  " d iv id e

The Portuguese arrived in Indonesia in 1611 after conquering the 
Islamis Kingdom of Malacca on the Malay Peninsula. Its  hegemony came to an 
end following the Dutch conquest of Malacca Strait in 1640, Indonesia 
1990, Qd. Cft., p. 27. As a result the Portuguese had a very limited 
influence in the archipelago.

The military and political conflicts between Indonesia and the 
Dutch came to an end on December 27th, 1949 after they reached an 
agreement during the Round Table Conference held in Denhaag.
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and r u l e " , The unequal tre a tm e n t o f d i f f e r e n t  areas and e th n ic  

groups, accord ing  to  D r a k e ,e x a c e r b a te d  o ld  r i v a l r i e s  and 

crea ted  new cleavages. A lso, d u r in g  the  c o lo n ia l  p e r io d ,  the  

Chinese (whom were imported in  g re a t  numbers as la b o re rs  

th roughou t the  seventeenth c e n tu ry )  were p re fe r re d  by the  

Dutch as in te rm e d ia r ie s  in  t h e i r  in te rc o u rs e  w ith  the  

Javanese^. Th is  no t on ly  led  to  f a i l u r e  o f  c a p i ta l is m  to  

generate  an ind igenous c a p i t a l i s t  c la s s  o r b o u rg e o is ie  as 

Robison a r g u e s . I n s t e a d  i t  p rov ided the fo u n d a t io n  f o r  the  

Chinese business people to  dominate the  post-Independence 

economy. Th is  was f u r t h e r  f a c i l i t a t e d  by the  in t r o d u c t io n  o f  

le g a l d is c r im in a t io n  and s t r a t i f i c a t i o n  based on race and 

r e l i g io n  developed by the  Dutch. W ith in  t h i s  s t r a t i f i c a t i o n ,  

th e  Dutch employee o f  the  Company occupied the  uppermost 

s o c ia l  s t r a t a ,  fo l lo w e d  by the f re e  c i t i z e n s  (Dutch, M estizos , 

and en fra n ch ize d  C h r is t ia n  s lave s , in  t h a t  o r d e r ) ,  th e  

Chinese; and the  Indonesians m ostly  s laves  ( c a l le d  In la n d e rs )  

formed the  low es t s tra tu m ^ .

By the  m id -e ig h te e n th  c e n tu ry ,  acco rd ing  to  Drake, the

Drake, Op. Cit. p. 25.

Weltheim, Op. CH., p. 58.

Richard Robison, Indonesia. The Rise of Capital, Asian Studies 
Association of Australia, Canberra, 1966, p. 3.

Weltheim, Op. C it., pp. 136-141. Discrimination, as Weltheim 
notes, was found every where in the field of government and justice, 
e lig ib ility  for o ffic ia l positions and teaching. Only the Inlanders were 
subject to compulsory service for public works and forced labor on the 
government plantations.
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a rch ip e la g o  was separated in to  th re e  d i s t i n c t  areas r e s u l t in g  

from uneven tre a tm e n t by the  Dutch. In  Eastern Indones ia  she 

notes th a t  the  Dutch in f lu e n c e  was in te n s iv e  and oppress ive . 

She argues,

" (b )y  r e g u la t in g  and d e s tro y in g  the  means o f  
p rod u c t io n  and p r o s p e r i t i y  o f  the  In la n d e rs  (by 
c u t t in g  down unau tho r ized  c lo ve  and nutmeg t re e s  to  
m a in ta in  h igh  p r ic e s  in  Europe, and by im prov ing 
t h e i r  monopoly on t r a d e ) ,  the  Dutch succeeded no t 
on ly  in  b reak ing  the  power o f  the  p re v io u s ly  proud 
and independent kingdoms o f  th e  M allucas (such as 
Ternate and T id o re ) ,  bu t a ls o  in  dec im ating  t h e i r  
p o p u la t io n  and reduc ing  the  s u rv iv o rs  t o  bondage 
and poverty"^ '

The case o f  the  is la n d  o f  Timor, shared by both the  

p rov inces  o f  East Timor and East Nusa Tenggara, 

demonstrates the n e g a t ive  impact o f  the  p e n e tra t io n  o f  

c o lo n ia l  power in to  th e  is la n d s .  Th is  is la n d  had very 

s u b s ta n t ia l  resources, e s p e c ia l ly  sandalwood. Jan 4uygen Van 

L inschoten wrote in  1596, "T im or, has whole w ilde rnesses  o f  

sandalwood and from thence i t  i s  c a r r ie d  to  and th roughou t

Drake, Op. C it., p. 27.

Before the period of colonialism, the island of Timor was under 
the dynasty of Maromak Gan (Son of God). By 1856, the Portuguese and the 
Dutch signed an agreement dividing this kingdom into two parts. The 
Western part, excluding a small patch of land, hereafter belonged to the 
Dutch, while the Eastern part to the Portuguese. The kingdom of Maromak 
was splintered further into small weak principalities. Before independence 
in 1945 this small island had eighteen Swaparaja (self-governing areas), 
see Ace Partadiredja and Willem H. Makaliwe, An Economic Survey of East 
Nusa Tenggara, Bullatin of Indoimslan economic Stadias, Vol. X, No. 1, 
March 1974.
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In d ia ,  where i t  is  used by In d ia n s ,  Moors, Heathens and 

Jews. '33 The sandalwood had been e x p lo i te d  by the  Chinese and 

the  Javanese t ra d e rs  to g e th e r  w ith  the  Dutch and the  

Portuguese f o r  the  in te rn a t io n a l  market b e fo re  and d u r in g  the  

p e r io d  o f  c o lo n ia l is m .^  The sandalwood t ra d e ,  as in v e s t ig a te d  

by the  E ng lish  h is to r ia n  B oxer,3® was from the  beg inn ing  

ex trem e ly  p r o f i t a b le  f o r  the  Portuguese. He noted th a t  d u r in g  

the  e ig h te e n th  ce n tu ry  the  im port d u t ie s  le v ie d  on sandalwood 

in  Macao ( th e  Portuguese t ra d in g -p o s t  in  China) were 

s u f f i c i e n t  to  d e fray  the  co s t o f  the  lo c a l government. 

H is to r i c a l  evidence a lso  demonstrates th a t  sandalwood was the  

main reason f o r  the  opening up o f  t h i s  i s la n d . 3® In  1613, 

be fo re  the  found ing  o f  B a tav ia  (now J a k a r ta ) ,  the  Dutch had 

deeply i n f i l t r a t e d  in to  Timor and signed the  f i r s t  sandalwood 

c o n t ra c ts  f o r  the  n o r th  coas t.  The f i r s t  Dutch Governor in  the  

Malayan a rc h ip e la g o  re ce ived , among o th e r  in s t r u c t io n s ,  the  

o rd e r  to  o rgan ize  the  sandalwood bus iness. The s t ru g g le  

between the  Dutch and the  Portuguese, the  l a s t  s t ru g g le  

between these two c o lo n ia l  powers in  Indones ia , was a m a tte r

3. Linschoten as cited in F. J. Ormeling, The Timor Problem. A 
Geographic In terpre tation  o f An Underdeveloped Island, Martinus Nijhoff, 
Groningen, 1956, p. 98.

33. Ib id ., see also, M. Hadi Soesastro, East Timor: Question of 
Economic V iab ility  in H ill, (ed.), Unity and Diversity... Op. C it., p. 
209.

33, Boxer, Fidalgos In the Far East (1948) as summarized in Ormeling, 
Op. C it., pp. 97-8.

33. Ib id ., pp. 92-103.
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o f  c o n t ro l  o f  the  sandalwood tra d e

The is la n d  o f  Timor i s  no t the  o n ly  area in  which 

c o lo n ia l  powers pene tra te d  deep ly . The is la n d s  o f  M alluccos 

(Maluku) i s  another example. H i s t o r i c a l l y ,  t h i s  p ro v in ce  was 

the  h e a r t  o f  the  sp ice  is la n d s  and the  jewel o f  the  Dutch East 

In d ie s .  Now, the  dominance o f  t h i s  p rov ince  in  the  sp ice  tra d e  

is  o ve r. Paul Meyer and H ard jod im edjo  d e sc r ibe  t h i s  p rov ince  

as "something o f  a b a ck w a te r" .^  Even the  poorer n a tu ra l 

resource areas l i k e  West Nusa Tenggara have been used, 

accord ing  to  Darusman, as a major r ic e  e x p o r te rs  s in c e  the  

c o lo n ia l  p e r io d .^

In  o th e r  areas, e s p e c ia l ly  in  Sumatera and Kalim antan, 

the Dutch p e n e tra t io n  was much s lo w e r. I t  was o n ly  l im i te d  to  

a few s t r a te g ic  f o r t r e s s  s e t t le m e n ts  a long the  coas t and in 

Padang in  West Sumatera b e fo re  the  m id -n in e te e n th  c e n tu ry .  

However the  development o f  p la n ta t io n s  and mines brought about 

the  e x te n t io n  o f  Dutch a u th o r i t y  and e x p lo i t a t io n  o f  the  lands 

d u r ing  the  mid- to  la te  n in e te e n th  c e n tu ry .

The Dutch-Portuguese sandalwood controversy (although literature  
makes no mention of sandalwood in these conflicts) only ended by the 
treaty of 1916. However, as de Haan pointed out, even long time after the 
treaty (during 1930s), the Dutch Forestry Service had systematically cut 
sandalwood trees in the frontier areas for fear of their being stolen by 
inhabitants of Portuguese Timor (now East Timor). I t  is likely, as 
Ormerling argued that the Portuguese did the same on their territory. 
Ibid., p. 99.

Paul A. Meyer and Martono Hardjodimedjo, Maluku: The Modernization 
of the Spice Islands in Hal H ill, (ed.), Unity and Diversity, Op. C it., p. 
649.

Darusman as cited in Lorraine Corner, East and West Nusa Tenggara: 
Isolation and Poverty in H ill, (ed.), Ib id ., p. 187.
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I t  was Java where the  Dutch in f lu e n c e  was the  g re a te s t ,  

s o l i d i f y i n g  i t  as the  ce n te r  o f  the  a rc h ip e la g o . Thus, the 

c a s t in g  o f  the  is la n d  o f  Java as a ce n te r  o f  economic, 

p o l i t i c a l  and m i l i t a r y  power i s  a ls o  p a r t l y  a c o lo n ia l  legacy. 

Previous to  the  Dutch c o lo n iz a t io n  in  1600s th e re  were many 

d e c e n tra l iz e d  economic and p o l i t i c a l  ce n te rs  o r  kingdoms, 

m ain ly on Java and in  harbour p r i n c i p a l i t i e s  s c a t te re d  

th roughou t the  a rc h ip e la g o .  On Java and Madura a lone , th e re  

was the  is la n d - s ta te  o f  Mataram^® under the  P r ince  S u ltan  

Agung, the  harbour p r i n c i p a l i t y  o f  Bantam in  Western Java, and 

the p r i n c i p a l i t y  o f  Madura (d e fe a te d  by the  Dutch in  1680) 

under P r ince  Truno joyo. On Sumatera, to  the  n o r th ,  th e re  was 

the Moslem Kingdom o f  Aceh (d e fe a te d  by the  Dutch o n ly  as la te  

as 1903 a f t e r  30 years o f  w a r),  w h i le  in  the  Eastern p a r t  o f  

the a rch ip e la g o  th e re  was the  Moslem Kingdom o f Ternate 

(conquered by the  Dutch 1605) and th e  p r i n c i p a l i t y  o f  Goa 

under S u ltan  Hasanuddin (conquered by th e  Dutch in  1667) in  

South Sulawesi, to  mention bu t a few*'.

During the 17th and 18th c e n tu r ie s ,  the  U n ited  East In d ia

The Kingdom of Mataram was divided by the Dutch into three houses: 
the Hamengkubowono’s of Vogyakarta, the Pakubowono of Surakarta, and 
Mangku Negara's of Surakarta in 1667. The seizure of the Kingdom of 
Mataram was possible only (after the failure of Sultan Agung in attacking 
Batavia in 1528 and 1529) through the politics of devlde e t eaipera where 
the Maduranese, the Makassarese, the Chinese and the Balinese played an 
important role in disintegrating the Kingdom, see David Joel Steinberg, 
(ed.). In the Search of South Asia., Revised Ed., University of Hawaii 
Press, 1985, p. 89; Weltheim, Op. C it., p. 57.

See, Weltheim, Op. C it., pp. 54-56; Indonesia 1990, Op. C it., pp.
27-28.
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Company ( VOC) focused i t s  a c t i v i t i e s  on Java, and to  some 

e x te n t  on the  is la n d  o f  Maluccos ( th e  r ic h e s t  s p ice  area in  

those days). Th is  made Java the  c e n tre  o f  economic, p o l i t i c a l  

and m i l i t a r y  power. By 1750, as noted by Weltheim, th e  VOC 

succeeded in  c o n s o l id a t in g  i t s  supremacy over the  areas around 

the  seaports  o f Semarang (now the  c a p i ta l  o f  the  p rov ince  o f  

C e n tra l Java) and Surabaya (now the  c a p i ta l  o f  th e  p rov ince  o f  

East Java). By the  end o f  17th c e n tu ry ,  the  Dutch com p le te ly  

dominated the  n o r th  coas t o f  Java. During th e  19th ce n tu ry  

Java, th rough i t s  vege tab le  and i t s  manpower, had been the  

main source o f p r o f i t s  f o r  the  Dutch. Only a f t e r  1900, the  

in c re a s in g  need f o r  raw m a te r ia ls ,  m a in ly  petro leum  and rubber 

by the  in d u s t r ia l  w orld  d id  th e  Dutch government s t a r t  to  

e x p lo i t  the  o u te r  is la n d .  However, Java, e s p e c ia l ly  B a ta v ia ,  

remained the  c e n te r  o f  economic, p o l i t i c a l  and m i l i t a r y  

power*^.

In the search for spices to  be sold in the European market, the 
VOC arrived in Indonesia in 1602, establishing i t s  headquater in Batavia, 
now Jakarta, in 1619, Ib id. The VOC received m il i ta ry  and p o l i t ic a l 
support from the state of the Republic of the Netherlands by conquering, 
among others, the Portuguese, (a fter they conquered the Malacca S tra it  
from the Portuguese in 1640 the only part o f the archipelago that remained 
in the hands of the Portuguese was East Timor.) Britons, Javanese, 
Maduranese, and the harbor princes of Bantan and Ternate. See, Weltheim, 
Op. C it . ,  54-55. In protecting the VOC from frequent p ira te attacks on the 
high seas, Dutch warships were ordered to accompany the VOC. Mismanagement 
and corruption forced th is  Company into bankruptcy, and on December 13, 
1799 the VOC was taken over (nationalized) by the Dutch government, see 
Indonesia 1990, pp. C it. ,  pp. 27-2B.

For de ta il,  see Weltheim, Op. C it . ,  pp. 52-89; Steinberg, Op. 
C it.,  pp. 151-59.
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C. POST INDEPENDENCE PERIOD

The p o l i t i c a l  h is t o r y  o f  pos t independence Indones ia  is  

u s u a l ly  d iv id e d  in to  fo u r  periods*^. The f i r s t  is  the  period  

o f  the  s t ru g g le  f o r  independence between 1945 and 1949. The 

second is  the  p e r io d  o f  P a r l ia m e n ta ry  Democracy from 1950 

u n t i l  the  p roc lam a tio n  o f  m a r t ia l  law on March 14, 1957

fo l lo w in g  the widespread growth o f  re g io n a l movements o u ts id e  

the  is la n d  o f  Java. Th is  p e r io d  fo rm a l ly  came in to  an end in  

1959 when Soekarno p roc la im ed  th e  re tu rn  to  the  C o n s t i tu t io n  

o f  1945. The t h i r d  p e r io d  i s  t h a t  o f  Guided Democracy, a lso  

c a l le d  the  Old Order, between 1957 and 1966. F in a l l y  th e re  is  

the  New Order p e r io d  from 1966 up to  th e  p re se n t.

D uring the  f i r s t  two p e r io d s ,  the  p o l i t i c a l  system was 

based on the  idea o f  l i b e r a l  democracy. However, the  lack  o f  

experience  in  e x e rc is in g  democracy and the  absence o f  a supra- 

lo c a l p o l i t i c a l  system e i t h e r  before^^ o r d u r in g  the  c o lo n ia l  

period,*® to g e th e r  w i th  the  ve ry  d i v e r s i t y  o f  the  co u n try  made

**. See fo r example, Ulf Sandhaussen, Indonesia: Past and Present 
Encounters with Democracy in Larry Diamond, e t .a l.  (ed.), Democracy In 
Developing Countries, Asia, Vol. 3, Lynne Rienner Publishers, Boulder, 
1989; Richard Robison, Indonesia, The Rise of Capital, Asian Studies 
Association of Australia, Canberra, 1988; Arief Budiman, The Emergence of 
Bureaucratic State in Indonesia in Lim Teck Ghee, (ed.). Reflection on 
Development in Southeast Asia, Asean Economic Research Unit, Ins t itu te  of 
Southeast Asian Studies, Singapore, 1988.

See also footnote 6.

*®. I t  is  important to  bear in mind that the archipelago had been tied 
together under the Dutch rule. However, the history of the country had 
proven that the main reason why the Ducth government had remained in 
contro lling the archipelago fo r more than three centuries was i t s  p o li t ic s
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p o l i t i c a l  consensus im poss ib le . The f a i l u r e  to  reach a 

s u b s ta n t ia l  agreement between the Moslems who demanded th a t  

Is lam be the ideo logy  o f  Indonesia  and the  n a t io n a l i s t s  and 

o th e r  m in o r i t y  groups who wanted to  keep the  Pancasila^^ as 

the s ta te  ideo logy  re s u l te d  in  p o la r i z a t io n  o f  the coun try  

in to  two d i s t i n c t  and oppo s ite  p o l i t i c a l  fo rc e s .

P o l i t i c a l  and id e o lo g ic a l  te n s io n  and c o n f l i c t  among 

p a r t ie s  were aggravated by re g iona l r e b e l l io n s ,  s t a r t i n g  in  

the m iddle o f  the  1950s. A l l  o f  these brought about p o l i t i c a l  

i n s t a b i l i t y  and n a t io n a l d is in te g r a t io n ,  r e ta rd in g  the  

p o s s i b i l i t y  f o r  economic development^®. During the  p e r io d  o f  

1950 to  the e a r ly  1960s economic and p o l i t i c a l  d is s a t i s f a c t io n  

were main fo rc e s  d r iv in g  re g ion a l r e b e l l io n s  o u ts id e  the

of devlde of empere. I t  was clear from, for intance, the p o l i t ic s  of the 
Dutch against the Kingdom of Mataram, see footnote 6.

The Pancasila l i t e r a l ly  means "five princ ip les ’ : (1) be lie f in 
the one and only God, (2) just and c iv i l ized  humanity, (3) the unity of 
Indonesia, (4) democracy guided by the inner wisdom of deliberations of 
representatives, and (5) social justice fo r a l l  the Indonesian people. 
These five  principles were f i r s t  introduced by Soekarno in his speech on 
the 1st of June 1946. The f u l l  translation of Soekarno’ s speach is 
published in Herbeth Feith and Alan Smith, Indonesia, in Roger M. Smith, 
(ed.), Southeast Asia, Documents of Political Development and Change, 
Cornell University Press, Ithaca, 1974, pp. 174-82. The Pancasila was 
adopted as the national ideology of the country at th is  time and remains 
so today, Indonesian ideology ever since.

One reflection p o l i t ica l in s ta b il i ty  was frequent changes of the 
cabinet. During the period 1950 to 1957, Indonesian cabinet ministers 
changed 25 times. Some of them were in power only fo r  a month, while the 
longest term was 23 months, see Arbi Sanit, Siatem Polltik  Indonesia, 
Kestabilan, Peta kekuatan Politik dan Pambangunan {the Indonesian 
Political System, Stabilty, the Political Potter Conatalation and 
Development), Rajawali, Jakarta, 1985, p. 65. Under th is  condition, i t  was 
impossible for one cabinet to draw up a rational and sustainable economic 
development plan or program.
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is la n d  o f  Java /^

Various o rg a n iz a t io n s :  the  South M allucan R epub lic

Movement (RMS) (1940s to  the  end o f  1960s, now based in  the  

N e therlands) in  Maluku, the  Free Aceh Movement (QAM) d u r in g  

1970s to  e a r ly  1980s (and i t s  r e v iv a l  d u r in g  the  la s t  th re e  

years) in  Aceh*®, the  Free Papua O rg a n iza t io n  Movement (0PM) 

in  I r i a n  Jaya ( th e y  rece ived  weak lo c a l  s u p p o r t ) ,  and the  

F r e t e l in  movement in  East T imor*', were a l l  based on the  issue 

o f  a n t i-Javanese  dom ination.*^

P o l i t i c a l ,  Id e o lo g ic a l  and re g io n a l c o n f l i c t s  fo rce d  the  

c h a r is m a t ic  P re s id e n t Soekarno, backed by the Army,** to  

p roc la im  m a r t ia l  law in  1957 and to  c re a te  a new p o l i t i c a l  

system in  1959, c a l le d  Guided Democracy. W ith in  t h i s  p o l ic a l  

system, a " t r i a n g le "  comprised o f  the  army, the  Indonesian 

Communist P a r ty  (P K I) ,  the  la rg e s t  communist p a r ty  o u ts id e  the

For deta il see Ulf Sundhaussen, The Road To Power; Indonesian 
M ilitary Politics 1945-‘1967, Oxford University Press, Kuala Lumpur, 1982, 
pp. 107-111; Harold Crouch, The Army and Politics in Indonesia (Revised 
Edition), Cornell University Press, Ithaca, 1988, pp. 32-33; Abdurrahman 
Wahid and Dorodjatun Kuntjoro-Jakti, Government Responses to  Armed 
Communist and Separatist Movements in Indonesia: Islamic and M il ita ry  
Perspectives, In Chandran Jeshurun, (ed.), Qovernments Md Rebellions in 
Southeast Asia, In s t i tu te  of Southeast Asian Studies, Singapore, 1988, pp. 
166-179.

**. Tempo, variuos issues, 1989 to 1991.

*'. see fo r example, an interview with Xanana Qusmao, the East Timor 
Guerilla Commander, inside Indonesia. No. 25, December 1990, pp. 7-9.

**. see fo r example, Wahid and Kuntjoro-Jakti, Loc. Cit.

**. Donald Hindley, President Sukarno and the (kmmunists: The P o lit ics  
of Oomlstlcation, American Political Science Review, Vol. LVI, No. 4., 
December 1962.
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S in o -S o v le t  b lock a t  th a t  time,^^ and Soekarno became th e  main 

p o l i t i c a l  forces®®. However, th e re  was a h igh  le v e l  o f  mutual 

s u s p ic io n  in  the r e la t io n s h ip  between th e  PKI and the  army. 

Th is  b rought about an insecure  s i t u a t io n  th a t  depended g r e a t ly  

on Soekarno’ s a b i l i t y  to  keep a d e l ic a te  balance between the  

in te r e s ts  o f  these two opposed powers. In  t h i s  p ro b le m a t ic  

p o l i t i c a l  framework m i l i t a r y  a c t io n s  were undertaken in  1962 

a g a in s t  the  Dutch f o r  c o n t ro l  o f  West Guenea®® (which became 

p a r t  o f  Indones ia  in  May 1963 and is  now c a l le d  I r i a n  Jaya), 

and the  p o l ic y  o f  c o n f ro n ta t io n  w i th  M a lays ia  from 1963 to  

1966®\ The l a t t e r  b rought about d i f f i c u l t i e s  f o r  th e  co u n try ,  

e s p e c ia l ly  in  terms o f  in t e r n a t io n a l  r e la t i o n s  w i th  the  

Western c o u n tr ie s  and t h e i r  in te r n a t io n a l  f in c a n c ia l  

agencies®®.

Hindley, Ibid. See also, David Ransom, Ford Country: Building an 
E li te  fo r  Indonesia, in Steven Weissman, (ed.), The Trojen Horse, A 
Radical Look at Foreign Aid, Ramparts Press, San Francisco, 1974, p. 104.
I t  was reported that by 1963 the PKI had three m il l io n  members, compare to 
eight thousand at Independence, and an estimated seventeen m ill ion  were 
members of i ts  associations.

®®. Harold Crouch, The Army and Politics In Indonesia, Revised Ed., 
Cornell University Press, Ithaca, 1988, pp. 43-68; Guy J. Parker, The Role 
of the M il i ta ry  in Indonesia, in John P. Johnson, (ed.). The Role o f the 
M ilitary In Underdeveloped Countries, Princeton University Press, 
Princeton, 1962, pp. 218, 227-230.

®®. Crouch, Ib id ., pp. 50-50-51; Sandhaussen,...., Op. C it., p. 436.

®\ Crouch, Op. C it., pp. 55-62, 69-75.

®®. For example, the IMF cancelled I ts  aid in support of the 1963 
s tab il iza tion  program at the beginning of the confrontation with Malaysia, 
see, Mary Sutton, Indonesia, 1966-1970 in Tony K i l l ic k ,  (ed.), The IMF and 
Stabilization, Developing Country Experiences, St. Martin's Press, New 
York, 1984, p. 79.
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The h igh  le v e l o f  s u s p ic io n  in  the  r e la t io n s h ip  between 

the  PKI and the  army reached i t s  peak on the  n ig h t  o f  30 

September 1965. The fo rm er made an a ttem pt to  remove th rough  

an a s s a s s in a t io n  the  a n t i -P K I  elements w i t h in  the  army. 

D esp ite  the  f a c t  t h a t  s ix  top  genera ls  were k i l l e d ,  the  coup 

attemp f a i l e d  and w i t h in  days the  army, under the  command o f  

General Soeharto, c a r r ie d  ou t a success fu l coun te r-coup . I t  

was e s t im a ted  th a t  about 800,000 peop le , the  P K I 's  members and 

sym path ize rs , were k il led^® . C o n d it io n s  became more e x p lo s iv e  

when s tu d e n ts  who were f u l l y  supported by the  army made f o r  

the  s t r e e ts  in  m i l i t a n t  dem onstra tions  and s e t  up a ' s t r e e t  

p a r l ia m e n t ’ to  pu t f o r t h  t h e i r  demands c a l le d  T r i t u r a :  to  ban 

the  PKI, to  rep lace  Soekarno’ s c a b in e t  m in is te rs ,  and to  

reduce the  p r ic e s  o f  b as ic  n e c e s s i t ie s .  Under these ve ry  

d i f f i c u l t  c o n d i t io n s ,  Soekarno gave up h is  p rev iou s  " t r i a n g le "  

arrangement and granted General Soeharto the  power to  re s to re  

o rd e r  and s e c u r i t y .  T h is  was e f fe c te d  by a p r e s id e n t ia l  o rde r  

known as the  Eleven March Order o f  1966 by which Soeharto 

banned the  PKI and formed a new c a b in e t .  But Soekarno remained 

the  c h ie f  e xe cu t ive  u n t i l  the  Peoples C o n s u l ta t iv e  Assembly 

(MPR) '̂  ̂ r e l ie v e d  him o f  h is  p r e s id e n t ia l  d u t ie s  and appo in ted  

Soeharto as A c t in g  P re s id e n t in  March 1967. One year l a t e r

Julie Southwood and Patrick Flanagan, Indonésie, Lew, Propegende 
end Terror, Zed Press, London, 1983, p.p. 65-80.

According to the 1945 Constitution the highest power is vested in 
the hands of the MPR which convenes once every five years. This body 
appoints the President and Vice-President.
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Soeharto assumed p r e s id e n t ia l  power and he has remained in  

power ever s ince ,

IV . ECONOMIC DEVELOPMENT

Economic development has been a "s a c re d " issue  in  

Indonesia  s ince  the New Order government came to  power in  

1966, General Soeharto, the  new p re s id e n t  o f  Indones ia , 

p rov ided  the  necessary c o n d i t io n s  f o r  economic development. 

Since the  s ta te  was bankrupt i t  was n o t p o s s ib le  f o r  the  S ta te  

to  undertake measures to  ra is e  the  necessary c a p i t a l  resources 

f o r  economic development d o m e s t ic a l ly .  E x te rn a l su p p o rt was 

seen as the  key to  development. Th is  meant t h a t  re n e g o t ia t in g  

a id  and r e d i r e c t in g  c a p i ta l  were c r i t i c a l  f o r  the  New Order 

governments^. I t  a lso  meant t h a t  th e  New Order government had 

to  re ga in  the  sympathy o f  the  Western c a p i t a l i s t  powers.

In  both re n e g o t ia t in g  a id  and r e d i r e c t in g  c a p i t a l , the  

IMF p layed a very c r i t i c a l  r o le .  However, b e fo re  th e  Fund was 

w i l l i n g  to  do t h i s ,  the  Indones ian government had to  convince 

fo re ig n  c r e d i to r s  and p o te n t ia l  fo r e ig n  in v e s to rs  t h a t  i t  

would g ive  h igh  p r i o r i t y  to  debt re s c h e d u lin g ,  i n f  r e s t r u c tu r e  

r e h a b i l i t a t i o n ,  currency  s t a b i l i z a t i o n ,  removing c o n t r o ls  on 

p r iv a te  investm ent, c u r t a i l i n g  th e  a c t i v i t i e s  o f  s ta te

S', I t  is important to bear in mind that under the Old Order 
government economic and political policies in Indonesia were based on 
economic autarchy and actively anti-imperialist foreign policies, see 
Donald Hindley, President Soekarno, Op, Cit,



37

c o rp o ra t io n s ,  and p ro v id in g  guarantees to  fo re ig n  investors®^. 

The most p re c is e  s ta tem ent was made w ith  Western c r e d i t o r  

countries®^ under the  cha irm anship  o f  th e  Netherlands**. I t  

was a ls o  made in  December o f  1966 a t  the  P a r is  Conference o f  

IGGI which co n s is te d  o f  an agreement th a t :

a. market fo rc e s  were to  p lay  a c e n t ra l  r o le  . . .

b. s ta te  e n te rp r is e s  were to  be p laced on a 
c o m p e t i t iv e  fo o t in g  w ith  p r iv a te  e n te rp r is e s ,  
ending p r e f e n t ia l  access to  s ta te  c r e d i t  and 
fo re ig n -exchange  a l lo c a t io n s .  S ta te  monopolies in  
th e  im port s e c to r  were to  be ended. . . .  s ta te  
c o rp o ra t io n s  were fre e d  from the  requ irem ent to  
s e l l  a t  a r t i f i c i a l l y  low p r ic e s .  They cou ld  now 
charge market p r ic e s ,  opera te  econom ica lly  and 
the reby  no longe r re q u ire  s u b s id ie s .

c . the  p r iv a te  s e c to r  was to  be s t im u la te d  by the  
removal o f  im po rt l ic e n c e  r e s t r i c t i o n s . . . .

d. fo re ig n  p r iv a te  investm ent would be encouraged 
by the  in t r o d u c t io n  o f  a new law which would 
p ro v id e  ta x a t io n  and o th e r  in c e n t iv e s  and 
gurantees® .

The aforem entioned agreements were re a l iz e d  th rough the 

p rom u lga tion  o f  a s e r ie s  o f  p o l i c ie s .  C h ie f among these were 

the  ending o f  the  p o l ic y  o f  c o n f ro n ta t io n  w ith  M alays ia  and

Richard Robison, Indonesia,..., Op, C it., p. 137.

These countries are the Netherlands, France, the USA, West 
Germany, United Kingdom, Australia, and Japan, plus the IMF and observers 
from Canada, New Zealand, the Switzerland. Later, they became a consortium 
of creditor countries of Indonesia, known as "Inter-Governmental Group on 
Indonesia" (IGGI).

**. Sutton, Op. C it., p. 79.

**. Thomas and Panglaykim as cited in Robison, Op. C it., pp. 137-38. 
See also, Sutton, Op. C it., p. 80 which cited the statement of the 
Indonesian delegation in the meeting with Western creditor countries, 
September 1966.
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the  end o f  fo rm al p r ic e  c o n t ro ls  in  1966; the  re tu rn  o f  many 

n a t io n a l iz e d  e n te rp r is e s  to  t h e i r  fo rm er owners and the  

p rom u lga tion  o f  less  r e s t r i c t i v e  Fore ign  Investm ent Law in

1967, the  r a t i o n a l i z a t i o n  o f  banking and in t e r e s t  ra te s  in

1968, and the  end o f  m u l t ip le  exchange ra te s  between 1958 and 

1971®®. A l l  o f  these p o l i c ie s  were undertaken under the  

s u p e rv is io n ,  o r even d ic ta tion® ^ and a s s is ta n ce  o f  the  IMF, 

the  World Bank and the  IGGI.

These fa v o u ra b le  c o n d i t io n s  paved the  way f o r  the 

reschedu ling  o f  debt and re -open ing  o f  access to  the  

in te rn a t io n a l  networks o f  f in a n c e  from p r iv a te  and government 

sources, as w e ll as from the  in te r n a t io n a l  f in a n c ia l  and 

monetary i n s t i t u t i o n s .  These were marked by the  re -open ing  o f  

the  d ia logue  between the  Indones ian  government and the  Fund. 

In  June 1966, an IMF m iss ion  v i s i t e d  J a ka r ta  to  d iscuss  the  

r e -e n t ry  o f  Indones ia  in to  th e  IMF®®. One month l a t e r ,  a 

program o f s t a b i l i s a t i o n  and r e h a b i l i t a t i o n ,  designed by the  

IMF and the IGGI, was launched w i th  the  aim o f  c o n t r o l l i n g  

i n f l a t i o n  and r e s to r in g  p ro d u c t io n .  Th is  was fo l lo w e d  by the  

ve ry  s u b s ta n t ia l  in f lo w  o f  fo re ig n  g ra n ts  and loans in to  the  

co u n try .  From 1966 to  1970, fo re ig n  g ra n ts  and loans increased

% See for example, Benedict R. 0*G. Anderson, Language and Power, 
Exploring Political Cultures in Indonesia, Cornell University Press, 
Ithaca, 1990, p .112.

. Richard Robison, Op. C it., p. 133.

®®. O fficially Indonesia applied for re-entry into IMF membership in 
July 1966, then rejoined in February 1967.
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s u b s ta n t ia l l y .  From US$ 119 m i l l i o n  in  1966, they rose to  US$ 

265 m i l l i o n  in  1967 and 1968, and went up to  US$ 314 m i l l i o n  

and US$ 407 m i l l i o n  in  1969 and 1970, r e s p e c t iv e ly .  D i re c t  

investm ent and o th e r  long -te rm  c a p i ta l  rose from US$ 71 

m i l l i o n  in  1966 to  US$ 267 m i l l i o n  in  1967. I t  went down to  

US$ 254 m i l l i o n  in  1968 but grew again to  US$ 314 and US$ 356 

in  1969 and 1970, re s p e c t iv e ly .  Another c a lc u la t io n  made by 

Anderson démontrâtes th a t  between 1968 and 1969, over h a l f  a 

b i l l i o n  d o l la r s  ($US 534 m i l l i o n  in  1969 a lone) in  a id  from 

the Western goverments f lowed to  Indones ia  (compared to  $US 

660 m i l l i o n  and $US 500 m i l l i o n  t o t a l  ne t government 

e xp e n d itu re  and re c e ip ts  in  1957 and $US 200 m i l l i o n  and $US 

180 m i l l i o n  in  1960). Between 1968 and 1973, the  cummulative 

a id  amounted to  over US$3 b i l l io n ® * .

The r e s u l t  o f  the  s t a b i l i z a t i o n  and r e h a b i l i t a t i o n  

program, to g e th e r  w ith  a massive in f lo w  o f  fo re ig n  investm ents  

and g ra n ts  was very im press ive : i n f l a t i o n  was brought under 

c o n t ro l  (see ta b le  2 .2 )  and the  c a p a c ity  to  produce increased , 

paving the  way f o r  the  co u n try  to  p lan  i t s  economic 

development. However, as argued by Anderson,

" . . .  the  money came d i r e c t l y  and e x c lu s iv e ly  to  the  
c e n te r  . . . .  In  o th e r  words, no t o n ly  was the  power 
o f  s ta te  v i s - a - v i s  s o c ie ty  v a s t ly  enhanched, bu t 
w i th in  the s ta te  the  ce n te r  came d e c is iv e ly  to  
dominate the  p e r ip h e ry " '  .

®*. Anderson, Loc. Cit. 

Ib id ., p. 113.



40

Table 2.2 Indonesia; Consumer Prices and the money supply, 
1966-74 (annual percentage changes!

Year Jakarta cost of l i v in g  index 
Yearly December to  December

Honey supply 
(H2j

1966 1044.7 635 753 .8
1967 171.0 112 132.0
1968 128.0 85 125.6
1969 15.9 10 57,8
1970 12.3 9 36.4
1971 4.4 • ♦ • 27.6
1972 6.5 48.5
1973 25.8 41.6
1974 40.7 . . . 40.4

Souce: IPS, various issues and published Fund documents as 
extracted in Sutton, Op, C i t . ,  p. 69, tab le  3.7.

As in  th f i case o f  many deve lop ing  c o u n t r ie s ,  the 

Indonesian government b e l ie v e d  t h a t  m ode rn iza t ion  through 

development p lann ing  was the  o n ly  path to  pursue a j u s t  and 

e q u i ta b ly  prosperous s o c ie ty .  A c c o rd in g ly ,  in  1969 the  MPR 

e s ta b l is h e d  the  G u id e l in e s  o f  S ta te  P o l , oy f o r  a sys te m a tic  

p a t te rn  o f  n a t io n a l development, based on th e  premise th a t  

development o f  a l l  the  Indones ian  people in  a l l  aspects o f 

l i f e ,  and th e re fo re  o f  the  e n t i r e  s o c ie ty  was a t ta in a b le .

Based on t h i s  p a t te rn ,  long te rm  development goa ls  (25 to  

30 years) have been drawn up in  a s e r ie s  o f  F ive  Years 

Development Plans — REPELITA. A t  the  beg in n in g , Indonesian 

development was designed to  fo l lo w  the  f i v e  stages o f  growth 

th e o ry  id e n t i f i e d  by Rostow in  the  e a r ly  I960s^’ . The

W.W. Rostow, THb Stages of Economic Growtht A Non-Comunlst 
Manifesto, Cambridge University Press, London, 1960.
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government planned a s t ra te g y ,  c o n c e n tra t in g  on economic 

s e c to rs ,  t h a t  Indonesia  would move i t s  p o l i t i c a l  economy from 

a t r a d i t i o n a l  s o c ie ty  in to  an age o f  h igh  mass consumption.

I t  was a lso  assumed th a t  m o b i l iz a t io n  o f  domestic and 

fo re ig n  c a p i ta l  were the  keys to  a c c e le ra te  economic growth^^. 

A c co rd in g ly ,  the p lanners , most o f  them graduates from the  

U n iv e rs i t y  o f  C a l i f o r n ia  a t Berke ley in  the  USA, fo l lo w e d  the  

model o f  growth o f  Harrod-Domar t h a t  hypo thes izes  th a t  the  

ra te  o f  GNP is  determ ined by the  r a t i o  o f  n a t io n a l  sav ing  to  

n a t io n a l o u tp u t,  where " the  more an economy is  ab le  to  save — 

and in v e s t  — o u t o f  i t s  g iven  GNP, the  g re a te r  w i l l  be the 

growth o f  GNP"^^.

Using these orthodox p o l i c ie s  and b e n e f i t in g  from two 

rounds o f  o i l  p r ic e  inc reases  d u r in g  1970s g iv in g  huge 

w in d fa l l  ga ins  f o r  I n d o n e s i a , t h e  co u n try  was no t o n ly  ab le  

to  remove i t s  problem o f  balance o f  payments, bu t experienced 

ra p id  economic grow th, e s p e c ia l ly  d u r in g  1966 to  1981 as 

presented in  ta b le  2 .3 .  The GDP growth ra te s  o f  Indonesia  

d u r in g  1966 to  1981 were among the h ig h e s t  in  the  w o r ld .  As a 

1 ow“ income economy, Indones ia  demonstrated remarkable economic

This view was very popular at the end of 1960s and early 1970s. 
For example, see Ali Murtopo, Stratagi Pambangunan National (The National 
Davalopment Strategy), CSIS, Jakarta, 1982.

M.P. Todaro, Economic Development In The Third World, 4th ed., 
Longman, New York, 1989, p. 66.

In 1971-72, oil income accounted for 26.2% of total national 
export (Rp.112.6 b illio n ). The figure shot up to 65.8% (Rp. 8,170.4 
billion) between 1982 and 1983, see Arief Budiman, The ^Mergence . . . ,  Op. 
Ci t . ,  p. 119.
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\  This view was very popular at the end of 1960s and early 1970s. 
For example, see All Hurtopo, Stretegi Pambangunan National (.The National 
Davelopmnt Stratagy), CSIS, Jakarta, 1982.

M.P. Todaro, Economic Oavelopaient In The Third Norid, 4th ed.,
Longman, New York, 1989, p. 66.

?*. In 1971-72, o il income accounted for 26.2% of total national 
export (Rp.112.6 b illio n ). The figure shot up to 65.8% (Rp. 8,170.4 
billion) between 1982 and 1983, see Arief Budiman, The Emergence . . . ,  Op. 
Cit . ,  p. 119.
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performance d u r ing  th a t  p e r io d  in  comparison w ith  o th e r  low- 

income economies.

Table 2.3 GDP Growth Rate in Indonesia, 1966-86

Year Growth Rates (k)

1966 - 1971 8.6
1971 - 1976 8.0
1976 - 1981 8.1
1982 2.2
1983 4.2
1984 8.1
1985 2.3
1986 3.2
1987 3,6
1988 5,7

Sources; 1966-1981: "World Bank Report," Ho,5086-IM0, 
1984 p. 203; 1982-1987; Department o f  Information 
Republic o f  Indonesia, Indonesia 1989. An Official 
Handbook. 115; 1988; Department of Information 
Republic of Indonesia, Indonesia 1990, kn OfficitI 
Uindtook, p. 109.

In d o n e s ia ’ s GDP growth ra te s  were even h ig h e r  than those 

o f  c o u n t r ie s  in  the  East A s ia  (see ta b le  2 .4 )

The Indonesian economic success, however, was by no means 

devoid o f  c r i t i c i s m .  Monopoly over economic a c t i v i t i e s  by the  

non-ind igeneous ( th e  Chinese) business people is  one o f  the 

s e n s i t iv e  issues faced by the  a rc h ip e la g o .  During 1967 to  

1980, f o r  in s ta n ce , th e  t o t a l  share o f  non-ind igeneous p r iv a te  

investm ent in  Indones ia  accounted f o r  29.95%. The correspon

d ing f ig u r e  f o r  ind igeneous p r iv a te  inves tm en t was 11.20%. The
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r e s t  belongs to  the  s ta te  and o t h e r s .

Apart from the per centage o f  s h a r in g ,  fo re ig n  investm ent 

p re fe r re d  and chose t h e i r  Chinese c o u n te rp a r ts  in  j o i n t  

ven tu res . In  1974, f o r  example, 70% o f  the  138 j o i n t  ve n tu res , 

the  Indonesian parners o f  the  Japanese in v e s to rs  were lo c a l 

Ch inese .^

Tabla 2.4 Growth rates 1965 to 1989

Country Group
Average Annual Growth of GDP (%)

1965-73 1973-80 1980-86 1987 1988

Low and Middle income economies 6.6 4.8 3.8 4.5 5.4
Low-Income Economies 6.0 4.6 6.1 6.1 8.9
Hiddle-Income Economies 6.9 4.9 2.5 3.5 3.0
Sub-Saharan A fr ica 5.9 2.7 0,3 -1.1 2.5
East Asia 7.9 6.5 7.9 9.6 10.0
South Asia 3.6 4.1 5.6 3.2 8.9
Europe,Middle East and North A fr ica 7.5 4.2 2.2 1.4 2.4
Latin American and the Caribbean 8.5 5.1 0.9 3.0 1.2
High Income Economies 4.6 3.0 2.5 3.4 4.3
OECD members 4.5 2.9 2.6 3,4 4.3

Source; ftorld Oevehpmat Haport I99Û, S ta t i s t i c a l  Appendix, p. 16), tab le  A.4,

Monopoly over economic a c t i v i t i e s  by Chinese business 

o p e ra to rs ,  as d iscussed b e fo re , is  p a r t l y  a c o lo n ia l  

in h e r i ta n c e ,  and p a r t l y  a r e s u l t  o f  the  the  p o l i c ie s  o f  the  

Indonesian government. Another c r i t i c i s m  is  re la te d  to  the  

w iden ing  o f  the  soc io-econom ic gap between the  r i c h  and the

14 March 1981, p. 71, as cited by Budiman, Op. Oft., p.
121, table 3.

Palmer as cited in Budiman, Ib id ., p .121.
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poor as r e f le c te d  in ,  among o th e rs ,  the  d e c l in in g  income share 

by the  lowest s t r a t a  in  Indones ia  (see ta b le  2 .5 )

Table 2.5 Income D is t r ib u t io n  in  Indonesia

Year Gini C oe ff ic ien t  of 
income d is t r ib u t io n

% of Income Recieved 
by the lowest 40%

1361 0.30 25.3
1964 0.22 25.5
1971 0.30 26.8
1976 0.34 12.7
1980 0,46 ID.4

Source: Hasibuan in Budiman, Op. C i t ,  p . 125,tab le  4.

Another area o f  concerns, q u e s t io n in g  the success o f  

economic development o f  Indones ia , is  re la te d  to  the  issue o f  

uneven development. The development s t ra te g y ,  acco rd ing  to  

many e x p e rts  on Indo n es ia , was pursued w ith o u t  g re a t concern 

about i t s  impact on d i f f e r e n t  re g io n s , a t  le a s t  d u r in g  the 

f i r s t  REPELITA (1969-1974)^ . Most o f  the  development was 

concen tra ted  on the  Western p a r t  o f  the  c o u n try ,  e s p e c ia l ly  on 

the  is la n d  o f  Java, re le g a t in g  o th e r  reg ions  to  the  s id e l in e  

o f  the  development p rocess. Chapter I I I  p rov ide s  in  g re a te r  

d e ta i l  the  evidence o f  re g io n a l underdevelopment and 

d i s p a r i t i e s  o f  the  a rc h ip e la g o .

Hendra Asmara, Regional Income Disparities, B ulle tin  o f Indonesian 
Economic Studies^ Vol. XI, No. 1, March 1975, p. 41; K.V. Sundaram, 
Geography o f  Underdevelopment, The Spatial Dynamic o f  Underdevelopment, 
Concept Publishing Company, New Delhi, 1983, p. 146; Colin MacAndrews, 
e t.a l.,  Regional Development Planning and Implementation in Indonesia: The 
Evolution of a national Policy in P.P. Misra, (ed.). Regional development, 
Essays In Honour o f Masahlko Itonjo, Maruzen Asia, 1982, p. 44.



C H A R T E R  I I I

THE TENDENCY TOWARDS REGIONAL

UNDERDEVELOPMENT AND DISPARITIES

There are numbers o f  c r i t e r i a  th a t  can be used to  t ra c e  

the e x te n t  o f  reg iona l backwardness and d i s p a r i t i e s .  The per 

c a p ita  income c r i t e r i o n  was argued as one o f  the  s im p le s t  and 

best known means to  id e n t i f y  s p a t ia l  d i f fe re n c e s .  However, i t  

is  im po rtan t to  note th a t  t h i s  c r e te r io n  i s  f a r  from being 

s a t is f a c to r y ,  s im p ly  because i t  is  not d i s t r i b u t i o n - s e n s i t i v e .  

A h igh per c a p i ta  income in  one reg ion  does no t n e c e s s a r i ly  

mean th a t  every one in t h a t  reg ion  rece ives  the  same amount o f  

income. Bearing in  mind such l im i t a t i o n ,  t h i s  s tudy w i l l  use 

t h i s  c r i t e r i o n  as a p re l im in a ry  step to  examine the  e x te n t  o f  

reg iona l backwardness and d is p a r i t i e s  in  Indones ia .

Since the  le ve l o f  development o f  a re g ion  i s  determ ined 

by the le ve l o f  i n d u s t r i a l i z a t i o n ,  the  s p a t ia l  d i s t r i b u t i o n  o f  

in d u s t r ie s  w i l l  be the  second c r i t e r i o n  used in  id e n t i f y in g  

the e x te n t  o f  reg iona l backwardness and d i s p a r i t i e s .  The 

a v a i l i b i l i t y  o f  c a p i ta l  is  another c r i t i c a l  f a c t o r  in  

de te rm in ing  the development o r  backwardness o f  a re g io n .  The 

s p a t ia l  d i s t r i b u t i o n  o f  c a p i ta l  w i l l  be the  t h i r d  c r i t e r i o n  

used in  t h i s  s tudy to  examine s p a t ia l  d i f fe re n c e s .

Poverty  i s  one o f  the  main problems in  many deve lop ing
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co u n try ,  in c lu d in g  Indones ia . In  many ways, the  e x is te n ce  or 

the absence o f  po ve rty  in  a reg ion  r e f l e c t s  the le v e ls  o f 

developemnt o r the  backwardness o f  the  reg ion  in  ques t io n . 

Is lam  and Khan argued, " the  d e s ig n a t io n  o f  any ’ problem 

re g io n ’ c r u c ia l l y  depends on p r e v a i l in g  le v e ls  o f  pove rty  in  

any g iven  r e g i o n . . . " . '  The s p a t ia l  d i s t r i b u t i o n  o f  pove rty  

w i l l  be used as one o f  the  c r i t e r i a  in  id e n t i f y in g  the e x te n t 

o f  re g io n a l backwardness and d is p a r i t i e s  in  Indones ia .

The la s t  c r i t e r i o n  used is  the  s p a t ia l  d i s t r i b u t i o n  o f 

pos t-secondary  e d u ca t io n . Th is  is  very  im p o rta n t as a measure 

o f  re g io n a l backwardness s in ce  human c a p i ta l  is  one o f  the 

most im p o rta n t aspects in  d e te rm in in g  the  le v e l o f 

development. The lack  o f  human c a p i ta l  in  a reg ion  no t on ly  

r e f l e c t s  the  backwardness o f  such a re g io n ,  bu t a ls o ,  b locks 

the  p o s s i b i l i t i e s  f o r  development. That is  to  say, i t  is  

im poss ib le  f o r  a reg ion  to  be developed where human c a p i ta l  

shortages p r e v a i l .  Post-secondary educa tion  i s  one o f  the  most 

im po rta n t i n s t i t u t i o n s ,  a t  le a s t  in  Indones ia , in  p ro v id in g  

human c a p i ta l  f o r  development. A skewed d i s t r i b u t i o n  in  the 

a v a i l a b i l i t y  o f  such i n s t i t u t i o n s  w i l l ,  in  tu rn ,  a f f e c t  the 

e x te n t  o f  re g io n a l backwardness.

The fo l lo w in g  s e c t io n s  w i l l  d iscuss  these fo u r  c r i t e r i a  

in  more d e t a i1.

lyanatul Islam and Habibullah Khan, Spatial Patterns of Inequality 
and Poverty in Indonesia, Bulletin of Indonesian Economic Studies, Vol. 
XXII, No. 2, August 1966, p. 90.
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I .  REGIONAL INCOME DISPARITIES

Despite  a marked degree o f  unevenness in  development 

among the  d i f f e r e n t  reg ions  and p ro v in ce s , th e re  i s  l i t t l e  

comparative in fo rm a t io n  a w i la b le  on le v e ls  o f  development and 

underdevelopment. A study group on re g io n a l income e s ta b l is h e d  

under the  chairmanship o f  Hendra Asmara^ in  1970 was the  f i r s t  

e f f o r t  to  understand re g ion a l problems o f  th e  co u n try  which 

are sometimes described  as a "plenum and vacuum p a t te rn  o f  

c o n t r a s t , "  between, e s p e c ia l ly  the  is la n d  o f  Java and the 

o u te r  is la n d s ,  and between the  Western and the  Eastern^ p a r ts  

o f  the  coun try  in  g e ne ra l.

Asmara’ s study p rov ided  some e s t im a te s  o f  re g io n a l income 

d is p a r i t i e s  f o r  the years o f  1968-72. Accord ing to  t h i s  s tudy , 

re g io n a l d i s p a r i t i e s  in  Indones ia  were q u i te  s t r i k i n g  w ith  

regards to  n a tu ra l resource endowments, in  the  s tock  o f  

people-made c a p i ta l  per head, the  q u a l i t y  o f  la b o r  and the  

e f f i c ie n c y  o f  resource use and o rg a n iz a t io n .

In regards to  n a tu ra l  resource endowments, a m ajor f a c to r  

in  re g io n a l d is p a r i t y  a r is e s  from the  c o n c e n tra t io n  o f  o i l  and 

t im b e r  resources in  few a re g io n s , R iau, East Kalimantan and 

Aceh. Th is  is  c le a r  from Asmara’ s com pu ta t ion , based on

K Hendra Asmara, Regional Income Disparities, B u lle tin  o f Indonesian 
economic Studies, Vol. XI, No. 1, March 1975.

\  The Eastern Hemisphere consists of 9 out 27 provinces. They are the 
provinces of West Nusa Tenggara, East Nusa Tenggara, Maluku, Ir ian  Jaya, 
Central Sulawesi, South Sulawesi, Southeast Sulawesi, North Sulawesi, and 
East Timor.
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W il l ia m s o n ’ s measurement o f  re g io n a l i n e q u a l i t y /  ta k in g  the 

income generated from o i l  resources in to  account, presented a 

h ig h ly  d is to r t e d  p ic tu re  (see ta b le  3 .1 ) .

Table 3.1 Coef f i c ien t  of Regional Income Inequal i ty,  1968-/2

Year Including Excluding Oi l
Oi l

Al l  regions Excluding three regions

1968 0.571 0.340 0.236
t969 0,632 0.362 0.233
1970 0.730 0.439 0.224
19/1 0.849 0.509 0.257
1972 0.945 0.522 0.262

Source: Asmara, Op. C i t . ,  p. 53 (Table 81,

Asmara’ s s tudy demonstrates the  e x is te n ce  o f  re g io n a l 

d i s p a r i t i e s ,  and a tendency f o r  them to  inc rease .

By 1968, the c o e f f i c i e n t  o f  re g io n a l d is p a r i t i e s  

(e x c lu d in g  o i l )  was 0 .340. In  a s h o r t  p e r iod  o f  t im e , i t  grew 

more than 1.5 t im es to  reach i t s  peak o f 0.522 in  1972. Th is  

i s  c o n s id e ra b ly  h igh acco rd ing  to  W il l ia m s o n ’ s s tandards .

In  comparison w i th  o th e r  c o u n t r ie s ,  the  Indonesian 

c o e f f i c i e n t  o f  re g io n a l income d is p a r i t y  ( o i l  exc luded) was o f

The Coefficient of regional inequrlity  is "a weighted coeffic ient 
o f variation which measures the dispersion of regional income per capita 
levels re la tive to  the national average. Each regional deviation is 
weighted by i t s  share in the national population", J. G. Williamson, 
Regional Inequality and the Process of National Development: A Description 
of the Pattern, in L. Needleman, (ed.). Regional Analysis, Penguin Books, 
1968, p. 111. I t  is located between 0 and 1 where 0 indicates perfectly 
equal d is tr ibu tion  while 1 means perfectly unequal d is tr ibu tion .
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the  same o rde r o f  magnitude as f o r  the  P h i l ip p in e s ,  Colombia 

and Puerto Rico as in d ic a te d  in  ta b le  3 .2 .

I t  i s  im portan t to  keep in  mind th a t  such comparisons 

have to  take in to  account t h a t  the  magnitude o f  re g io n a l 

d is p a r i t i e s  is  a lso  determ ined by the  number o f  re g io n s . Thus, 

the small coun try  o f  Puerto  R ico had a h igh  degree o f  re g io n a l 

d is p a r i t y  m ain ly  due to  the  u n u su a lly  la rg e  number o f  reg ions  

in  the coun try .

TaL's 3,2 Coeff ient of Regional Income Inequa l i t y ,  
Selected Countries

Country Years Covered Yw Number o f  Regions

üüst ra l i a  1949/50-59/
New Zealand 1955
Canada 1950-61
United Kingdom 1959/60
United States 1950-61
Sweden 1950,55,61
Finland 1950,54,58
France 1954,55/56,
West Germany 1950-55,60
Netherlands 1950,55,58
Norway 1952,51-60
I reland 1960
Chi le 1958
Austr ia 1957
Puerto Rico 1960
Brazi l  1950-59
I t a l y  1951,55,60
Spain 1955,57
Colombia 1953
Greece 1954
Yugoslavia 1956,59,60
Japan 1951-59
Phi l ippines 1957
India 1950/51,55/
INDONESIA 1972

Sources; Wil l iamson, Op. Cit., p . 112 ( t ab l e  1j , 113-114, 
For Indonesia, Asmara, Op. C i t . ,  p. 53 ( table 8),

0,058 6
0.063 10
0,192 11
0,141 15
0,182 46
0.200 25
0.331 16
0,283 21
0,205 9
0,131 11
0.309 20
0,268 25
0,327 9
0,225 9
0,520 38
0.700 21
0.360 19
0.415 50
0.541 16
0.302 11
0.340 8
0.244 46
0.556 10
0.275 18
0.522 26
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Based on a q u i te  s im i la r  income per c a p i ta  measurement 

f o r  the  years 19 75 to  1982 Kameo and R ie t v e l t  a lso  came to  the  

conc lus ion  o f  the  e xs is te n ce  o f  re g io n a l d i s p a r i t i e s ,  and a 

tendency f o r  them to  increase  over t im e ( ta b le  3 .3 ) .

I t  is  c le a r  from ta b le  3.3 th a t  from 1975 to  1977 th e re  

was a tendency f o r  re g ion a l d is p a r i t i e s  to  in c re ase . They 

decreased s l i g h t l y  in  1978, bu t increased in  1979, and reached 

a peak a t  0.541 in  1980. In  1981, they went down s l i g h t l y ,  and 

f u r t h e r  in  1982.

Table 3,3 Gini  Co -e f f i c i en t  of Regional Dispar i t i es,  
Indonesia 1975-82

Year Gini  Co-e f f i c i en t

1975 0,469
m 0,4/6
197? 0,477
1978 0.443
1979 0.524
1980 0.541
1981 0.518
1982 0,508

Source : Ka»eo and R ie tv e l t ,  'Regional income Dispar i t i es ;  
Comment', as c i ted  by Soetr isno and Kubyarto, Problems and 
Challenges in The Implementation of  the Provincial Development 
Program, PRISM, No, 45 Iwi thout year of publ ishing) ,  p, 35,

Based on per c a p i ta  Regional Gross Domestic Product 

(RGDP) Lut e x c lu d in g  o i l ,  Asmara c l a s s i f i e s  the  p rov inces  o f  

Indones ia  in to  n ine  c a te g o r ie s  (see ta b le  3 .4 ) .
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Table 3.4 Provinces Class i f i ed  according to RGDP, 1972

Per Capita GDP 
( e x c l . o i l l  COOOsI

Provinces

15 - 20 West Nusa Tenggara (16),  East Nusa Tenggara (201
20 • 25 West Kal imanatan,Yogyakarta,South Sulawesi,Central

Sulawesi,North Sulawesi
25 - 30 Central  Java, West Java, South East Sulawesi,  West

Sumatera, Bal i ,
30 ■ 40 Lanpung,Bengkulu,South Kal imantan,East Java, I r ian

Jaya, Aceh
40 • 50 Maluku, Jambi, North Sumatera, South Sumatera
50 75 OKI Jakarta (55),  Central  Kalimanatan (63)
75 •  t o o Riau (861
100 ■ 200
200 ■ 250 East Kal imantan (222)

Note; excluded East Timor 
Source: Hendra Asmara, Op. Cit .

The above c l a s s i f i c a t i o n  i s  e n l ig h te n in g  in  regards to  

the in t e r - p r o v in c ia l  income d is p a r i t i e s  f o r  the  year o f  1972. 

I t  i s  c le a r  from Asmara’ s c l a s s i f i c a t i o n  t h a t  in  per c a p i ta  

RGDP terms, East Kalimantan was f i r s t ,  fo l lo w e d  by Riau and 

C en tra l Kalimantan w h ile  the  s m a lle s t  per c a p i ta  RGDP was to  

be found in  West Nusa Tenggara. T h is  c l a s s i f i c a t i o n  a lso  

démontrâtes th a t  the  per c a p i ta  gap among p rov ince s  was 

a fa c to r  12, dem onstra ting  th a t  re g io n a l d i s p a r i t i e s  were t r u l y  

enormous. Furtherm ore, Asmara’ s s tudy c le a r l y  shows th a t  the  

Eastern p a r t  o f  Indones ia  was the  most dep r ive d  area . F ive  ou t 

o f  the  seven poo res t p rov inces  were found in  t h i s  p a r t .  They 

were the  p rov inces  o f  West and East Nusa Tenggara, South, 

C en tra l and North Sulawesi.

Th is  evidence is  f u r t h e r  s tre n g th e d  by the  1976 N a tiona l 

Census in fo rm a t io n  which shows th a t  per c a p i ta  income
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e xp e n d itu re s  f o r  the Eastern Prov inces o f  Indones ia  were the 

lowest ( ta b le  3 .5 ) .  Based on t h i s  per c a p i ta  e xp e n d itu re  

c r i t e r i o n ,  Is lam  and Khan c la s s i f i e d  in to  th re e  groups as 

presented in  ta b le  3 .6 .

Is lam and Khan’ s c la s s i f i c a t i o n  once aga in  shows th a t  

f i v e  ou t o f  the e ig h t  lowest rank ing  p rov inces  in  terms o f  per 

c a p i ta  expen d itu re  were found in  the  eas te rn  h a l f  o f  the  

coun try  ( t i u t h e a s t  Su lawesi, East Nusa Tenggara, Maluku, North 

Sulawesi and West Nusa Tenggara), I t  a lso  shows th a t  no s in g le  

p rov ince  o f  the Eastern reg ion  cou ld  be ca te g o r ize d  as a h igh  

rank ing  p rov ince  w h ile  the  reverse was t ru e  o f  the  Western 

p a r t  o f  the  co u n try .
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Table 3,5 Regional Di spar i t i es  in Tens  of Per capita 
expenditure Cr i t e r i on ,  Indonesia, 1376,

Province Rp/month as % of  Nat ional Expenditure
|Jakarta:IOO) rank

JAVA
Jakarta 6,987 191 25
West Java 5,032 107 18
Central  Java 4,011 85 5
East Java 4,175 88 7
Yogyatkarta 4,941 105 14
SUMATERA
West Sumatera 4,577 97 11
North Sumatera 4,934 105 13
South Sumatera 4,993 106 15
lampung 3,600 77 2
Bengkulu 5,022 107 17
Riau 5,005 108 16
Jambi 5,491 117 21
Aceh 6,290 137 24
KALIMANATAN
West Kalimantan 5,403 115 19
Central  Kalimantan 5,716 121 23
South Kalimantan 6,537 117 22
East Kalimantan 5,412 115 20
SULAWESI
North Sulawesi 4,187 89 6
South Sulawesi 4,684 99 12
Central  Sulawesi 4,389 93 10
Southeast Sulawesi 3,330 71 1
BALI AND NUSA TENGGARA
Bali 4,387 93 9
West Nusa Tenggara 4,247 90 8
East Nusa Tenggara 3,645 77 3
MALUKU AND IRIAN JAYA
Maluku 3,943 83 4

Note: the rank is based on ascending order which is the poorest 
provinces are ranked f i r s t .  Excluded I r i an  Jaya and East Timor 

Source: SUSENAS 1986 as c i ted  in l yanatul  Islam and Habibul lah Khan, 
Op. Cit., p. 64 ( table  t j .
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Table 3.8 Provinces Ranked Into Expenditure Groups

low
11,0-8.0)

Medium
(8,5-16.5)

High 
( I T , 0-25.0)

Southeast Sulawesi Bal i Bengkulu
Lampung South Sulawesi West Java
East Nusa Tenggara Central  Sulawesi West Kal imantan
Maluku West Sumatera East Kal imantan
Central  Java North Sumatera Jambi
North Sulawesi Riau South Kalimantan
East Java South Sumatera Central  Kalimantan
Nest Nusa Tenggara Yogyakarta Aceh

Jakarta

Note; The eastern provinces of I r i an  Jaya and East Timor were 
excluded. East Timor was not yet  part  of  Indonesia when 
SUSENAS was undertaken in 1976.

Source; Islam and Khan, Ibid,, p. 85 ( table 2).

Other data f o r  the  years o f  1983 to  1988 a lso  show the  

same tendency ( ta b le  3 .7 ) .  Table 3.7 co n firm s  th a t  the  p o o re s t 

p rov inces  in  terms o f  per c a p i ta  RGDP were and s t i l l  are 

assoc ia ted  w ith  the  Eastern p a r t  o f  Indones ia . I t  a ls o  shows 

th a t  J a ka rta  had a per c a p i ta  RGDP more than s ix  tim es la rg e r  

than the  th re e  poo res t p rov inces  o f  Eastern Indones ia  (E as t 

Nusa Tenggara, West Nusa Tenggara and East T imor) f o r  each 

year d u r in g  the  p r io d  o f  1983 to  1988.
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Table 3,7 Per Capita RGDP at  Current Prices, by Provinces, 1963-1988 
(Excluded o i l ,  gas, and t h e i r  products) (Rupiahs)

Province 1963 1984 1985 1986 1967 1988

DI Aceh 423.220 464.875 523.217 567,190 635,113 701.259
Norih Sumatera 387.519 446.141 475.549 520.496 634.350 735.800
West Sumatera 346.365 398.043 438.901 493,851 576.667 656.431
Riau 400.744 467.561 503,065 538.428 607,188 679.911
Jambi 297.628 339,133 370,041 392,950 445.765 490,231
South Sumatera 463.871 527.796 576,417 620.957 704,691 772.585
Bengkulu 305.299 336.771 367.634 463,990 532.060 584.847
Lampung 197.944 216.952 232.532 292.236 341,472 378.841
Jakarta 1.067.338 1.266.136 1.354.775 1.456,109 1.639.208 1.839.849
West Java 286.028 357.936 406.267 455.651 526.529 627.616
Central  Java 265,190 305.100 341,194 383.468 435.327 524.377
DI Yogyoliarta 267.827 309.809 340.012 392.838 434,315 490.944
East Java 357.486 412.613 449.446 501,430 565,137 658.130
West Kalimantan 322,202 262.232 396.362 454.094 538.627 630.331
C, Kalimantan 461.220 515,603 576.231 651.151 748.425 850.683
S, Kalimantan 390.349 443.720 476.414 522.865 608.149 708.118
E. Kalimantan 671,734 820.366 850.709 949.314 1.166.537 1,392.550
North Sulawesi 300.013 326.053 349.27s 368.515 421.710 464.454
Central  Sulawesi 257,030 294.513 321.472 349.396 385.571 432.562
South Sulawesi 276.606 313.177 356.480 397.682 427.356 487.309
SE. Sulawesi 265.329 337.743 337.439 366,483 407.678 514.930
Bal i 350.914 419.215 545.509 632.570 720.593 813.110
W. Nusa Tenggara 178.733 213.937 233.453 246,245 268,905 293.769
E. Nusa Tenggara 171.466 200.039 217.125 237.342 267.503 269.333
Maluku 312.613 369.812 393.921 442.517 555.669 646.925
I r ian  Jaya 384.323 407.172 444.736 532.957 594.258 629.642
East Timor 138.454 158.991 179.793 207.039 254.650 296,487

Source: BPS, ‘ Regional Income of  Provinces in Indonesia by Indus t r i a l  Or i g in ' ,  
1963 -  1988, Jakarta, p. 131 (Table 22)

Even i f  one compares J a k a r ta ’ s per c a p i ta  QRDP w i th  the 

p rov inces r ic h  in  n a tu ra l  resources i t  was and s t i l l  i s  f a r  

ahead o f  Aceh, Riau and South Sumatera. J a k a r ta ’ s per c a p i ta  

RGDP was 2 .6 ,  2.7 and 2 .3  t im es t h a t  o f  Aceh, R iau, and South 

Sumatera re s p e c t iv e ly  f o r  the  year 1988.

The da ta  presented so f a r  p e rm it  one to  s im p ly  conclude 

th a t  the  problem o f  re g io n a l backwardness and d is p a r i t i e s  o f
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Indonesia  is  to  be understood p r im a r i l y  in  terms o f  uneven 

d i s t r i b u t i o n  o f  n a tu ra l  resources. The Eastern reg ions  are 

poor in  resources, making them le ss  developed, w h i le  o th e rs  

are r ic h ,  causing them to  be more developed.

However, a recen t s tudy by Mubyarto demonstrates th a t  

t h i s  conc lus ion  is  no t w a rran ted . Focusing on the  ru ra l  

economy o f  Indones ia , Mubyarto found th a t  reg ions  w ith  

abundant n a tu ra l resources had experienced economic d e c l in e  in  

comparison to  those w i th o u t  n a tu ra l  resource endowments d u r ing  

the p e r iod  1980 to  1987. The reverse  tendency was t ru e  f o r  

some reg ions  w ith o u t  any n a tu ra l  base (Tab le  3 .8 ) .

M ubyarto ’ s s tudy demonstrates t h a t  th re e  p rov inces  o f  

Sumatera, the  o i l  and n a tu ra l  gas p rov inces  o f  DI Aceh, South 

Sumatera and Riau from which a lm ost a l l  o f  Indonesian o i l  and 

n a tu ra l gas come from , experienced , e s p e c ia l ly  f o r  t h e i r  r u ra l  

people, economic d e t e r io r a t io n .  The p rov ince s  o f  West and 

C en tra l Kalimantan ( th e  main areas o f  go ld  and f o r e s t r y  

in d u s t r ie s )  and I r i a n  Jaya ( th e  major c o n t r ib u to r  o f  go ld , 

s i l v e r  and cooper®) a ls o  shared the  same tendency d u r in g  1980 

to  1987. T h e ir  r u ra l  economies d e c l in e d  in  rank from 3 to  23 

(West K a lim an tan ), from  4 to  14 (C e n tra l Ka lim antan) and from 

14 to  25 ( I r i a n  Jaya ). In  c o n t ra s t ,  the  p rov ince  o f  D I. 

Yogyakarta, one o f  th e  poo res t p rov ince s  ( ra n k in g  24th ou t o f  

26 p rov ince s )  In  the  1960s, and s t i l l  the  fo u r th  p oo res t

K Department o f Information Republic of Indonesia, Indonesia 1990, 
An O ff ic ia l Handbook, Jakarta, p. 153.
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Indones ia  is  to  be understood p r im a r i l y  in  terms o f  uneven 

d i s t r i b u t i o n  o f  n a tu ra l  resources. The Eastern reg ions  are 

poor in  resources, making them less  developed, w h i le  o th e rs  

are r ic h ,  causing them to  be more developed.

However, a recen t s tudy  by Mubyarto demonstrates t h a t  

t h i s  conc lu s io n  is  no t w arranted, Focusing on the  ru ra l  

economy o f  Indones ia , Mubyarto found th a t  reg ions  w ith  

abundant n a tu ra l resources had experienced economic d e c l in e  in  

comparison to  those w ith o u t  n a tu ra l resource endowments d u r in g  

the  p e r iod  1980 to  1987. The reverse  tendency was t ru e  f o r  

some reg ions  w ith o u t  any n a tu ra l  base (Tab le  3 .8 ) .

Mubyarto ’ s s tudy demonstrates t h a t  th re e  p rov ince s  o f  

Sumatera, the  o i l  and n a tu ra l  gas p rov inces  o f  DI Aceh, South 

Sumatera and Riau from which a lmost a l l  o f  Indonesian o i l  and 

n a tu ra l  gas come from , experienced, e s p e c ia l ly  f o r  t h e i r  r u ra l  

people , economic d e te r io r a t io n .  The p rov inces  o f  West and 

C e n tra l Kalimantan ( th e  main areas o f  go ld  and f o r e s t r y  

in d u s t r ie s )  and I r i a n  Jaya ( th e  m ajor c o n t r ib u to r  o f  g o ld ,  

s i l v e r  and cooper®) a ls o  shared the  same tendency d u r in g  1980 

to  1987. T h e ir  r u ra l  economies d e c l in e d  in  rank from 3 to  23 

(West K a lim an tan ), from 4 to  14 (C e n tra l Ka lim antan) and from 

14 to  25 ( I r i a n  Jaya). In  c o n t ra s t ,  the  p ro v in ce  o f  DI. 

Yogyakarta, one o f  the  poo res t p rov ince s  ( ra n k in g  24th o u t o f  

26 p ro v in ce s )  in  the  1960s, and s t i l l  the  fo u r th  poores t

Department of Information Republic o f Indonesia, Indonesia 1990, 
An O ff ic ia l Handbook, Jakarta, p. 163.
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prov ince  in  terms o f  i t s  per c a p i ta  GRDP in  the e a r ly  1970s 

(see ta b le  3 .4 ) ,  became the  12th r ic h e s t  p rov ince  in  1980, and 

the  r ic h e s t  in  1987.

Table 3.8 Rural area Per capi ta expendi ture,1980-87,

Province

DI Aceh
South Sumatera 
West Kal imantan

Central  Kal imantan 
West Sumatera 
Riau
East Kal imantan 
Bengkulu 
North Sumatera 
North Sulawesi 
South Kal imantan 
Central  Sulawesi 
I r i a n  Jaya 
West Java 
DIY
West Nusa Tenggara 
Maluku 
lampung 
East Java 
South Sulawesi 
Southeast Sulawesi 
Central  Java 
Bal i
East Nusa Tenggara

1980 1987 Ranking

rupiahs) (rupiahs) 1980 1987

M l , 284 251,640 1 7
128,892 247,044 2 11
126,060 181,752 3 23
122,496 280,296 4 4
121,296 229,644 5 14
119,086 306,540 6 1
116,940 195,012 7 19
112,764 284,676 8 3
110,160 270,864 9 5
109,428 247,044 10 10
106,560 248,916 11 8
103,440 242,712 12 12
101,484 256,284 13 6

94,884 128,040 14 25
90,336 248,196 15 9
83,184 300,912 16 2
83,112 224,232 17 15
81,048 190,128 18 20
80,124 205,908 19 18
78,984 216,348 20 16
78,576 181,896 21 22
77,868 182,100 22 21
76,716 211,212 23 17
69,108 232,608 24 13
66,240 173,364 25 24

Source : Mubyarto, £liomt Outlistili, SEMINAR PAPER 
at PPSK, Yogyakarta, March 18th, 1989.

Mubyarto*s study p ro v id e s  in s ig h t  and va lu a b le  

in fo rm a t io n  w ith  regard to  the  le v e l o f  development o f  a
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reg ion o r p rov ince  ta k in g  in to  account the f a c t  t h a t  Indones ia  

is  s t i l l  an a g r i c u l tu r a l  s o c ie ty  in  which most o f  the  

p o p u la t io n  depends on subs is tence  a g r ic u l tu r e .  Recogniz ing the 

fa c t  th a t  most o f  the  people o f  the  p rov inces  o f  DI Aceh, 

Riau, and South Sumatera, as w e ll  as I r i a n  Jaya, West 

Kalimantan and C entra l Kalimantan, which experienced ru ra l  

economic d e te r io r a t io n  are s t i l l  r u ra l  d w e l le rs ,  M ubyarto ’ s 

study p rov ides evidence o f  the  backwardness o f  these p rov inces  

in  q u es tion . The re fo re , de sp ite  the  abundance o f  n a tu ra l  

resources and a h igh le v e l o f  per c a p i ta  income in  these 

reg ions , they remain very much underdeveloped. From t h i s  i t  is  

p o ss ib le  to  conclude th a t  an abundance o f  n a tu ra l  resources by 

no means generates economic w e lfa re .  In  o th e r  words, 

p ro s p e r i ty  o f  a reg ion  is  no t s im ply  a fu n c t io n  o f  i t s  n a tu ra l  

resource endowments.

N one-the - less  from M ubyarto ’ s study i t  is  a ls o  c le a r  t h a t  

the ru ra l  people o f  the Eastern p rov inces  occupied the  lowest 

rank in  comparison w ith  t h e i r  c o u n te rp a r t  in  the  Western p a r t  

o f  the a rch ipe la g o . F ive ou t o f  the s ix  p oo res t p rov ince s  in  

1987 were in  Eastern Indones ia . They were the  p rov ince s  o f  

I r i a n  Jaya, East Nusa Tenggara, South Su law esi, Southeast 

Sulawesi, and Maluku.
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I I .  SPATIAL DISTRIBUTION OF INDUSTRIES

The problem o f  re g io n a l backwardness and d i s p a r i t i e s  

becomes even c le a re r  i f  one takes in to  account the 

c o n c e n tra t io n  and d i f f u s io n  o f  in d u s t r ie s  and in d u s t r ia l  

a c t i v i t i e s  in  Indones ia . The d i s t r i b u t i o n  o f  m anu fac tu r ing , 

measured by the number o f  e s ta b lish m e n ts ,  share o f  employment, 

and va lue added, f o r  example, shows excess ive  c o n c e n tra t io n  in  

Java as presented in  ta b le  3 .9 .

Table 3.9 Regional d i s t r i b u t i o n  of manufactur ing by major regions, 197!

Indicators of 

Development

Percentage d i s t r i b u t i o n  in

Java Sumatera Kalimanatan Sulawesi Other l i ds Total

19/1 Populat ion 63.8 17.5 4.3 7.2 7.2 100
Total  establ ishments 74.8 14.5 3.0 5.4 2.3 100

Large 82.7 12.6 1.4 1.5 1.8 100
Medium 71.9 14.5 3.0 5.4 2.3 100

Food t  Tobacco 71,4 13.5 3.8 8,5 2.8 100
Text i les 96,6 2.6 0.1 0.5 1.2 100
Hood, etc, 42,1 45.2 6.9 3.2 2.6 too
Rubber, etc 72.2 23.5 3.2 1.0 0.1 100
Others 82,7 15.5 1.7 5.5 2.5 100

Total  workers 85.1 10.6 1.4 1.5 1.4 100
large 87.3 10.0 1.0 0.7 1.0 100
Medium 78.5 12.2 3.0 3.8 2.5 100

Food i Tobacco 89.6 7.0 0.6 1.4 1.4 100
Text i les 94.2 3.2 0.1 0.6 1.9 100
Hood, etc. 41.6 33.0 15.7 2.6 7.1 100
Rubber, etc. 72.2 23.5 3.2 1.0 0.1 100
Others 82.7 10.6 0.6 4.8 1.3 1O0

Total Value added 80.3 16.6 1.3 1.0 0.8 100
Food a Tobacco 89.6 11.6 0.3 1.0 1.0 100
Text i les 95.2 3.1 “ 0.3 1.4 100
Hood, etc, 42.4 33.3 16.2 2.5 5.6 100
Rubber, etc. 60.3 35.7 3,8 0.2 - 100
Others 80.3 16.6 1.3 1.0 0.8 100

Source; S t i t i i t i c  Intiustrif tH1
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Table 3.9 démontrâtes the  heavy c o n c e n tra t io n  o f  

m anu fac tu r ing  in d u s try  in  Java. The o n ly  exce p t io n s  were wood 

and rubber in d u s t r ie s  in  which Sumatera and Kalimantan had a 

h igh share r e la t i v e  to  t h e i r  p o p u la t io n ,  and the  r e l a t i v e l y  

la rg e  p ro p o r t io n  o f  e s ta b lishm en ts  in  the  food and tobacco 

in d u s t r ie s  (8.5%) in  Su lawesi. However, the  share o f  

employment and value added in  Sulawesi was sm all r e f l e c t i n g  

the  small average s iz e  o f  these e s ta b l ish m e n ts .  The above 

ta b le  a lso  records th a t  the  share o f  the  Eastern p a r t  

(Sulawesi and the o th e r  is lands)® r e la t i v e  to  i t s  t o t a l  

p o p u la t io n  (14.4% o f a l l  Indones ians) was very  s m a ll .  I t  

accounted f o r  7.7%, 2.9% and 1.8% o f  t o t a l  number o f

e s tab lish m e n ts , workers and va lue  added re s p e c t iv e ly ,  f u r t h e r  

r e f l e c t in g  the  impoverishment o f  t h i s  area in  comparison w ith  

the  Western reg ion .

In  a l l  o f  p rov inces  o f  the  Eastern Indones ia , th e re  i s  

on ly  one in d u s t r ia l  c e n tre ,  c a l le d  Kawasan In d u s t r i  Makasar, 

KIMA, based in  South Sulawesi. I t  was assumed th a t  i t s  

b e n e f i ts  w i l l  spread to  the  o th e r  p ro v in ce s  ( is la n d s ) .  

However, a f t e r  more than 5 years o f  o p e ra t io n ,  o n ly  16 f i rm s  

have e s ta b l is h e d  in  the  ce n te r  o f  86 ha due t o  the  l i m i t a t i o n  

o f  i n f r a s t r u c tu r e  (phones, e t c . ) . ^

®. I t  is important to note that Bali which is not a part of Eastern 
Indonesia was also included.

.̂........ . Saudara "Tiri" itu Terus Menant1 (The “Step" Brothers are
s t i l l  waiting for), Tempo, July 7, 1990, p. 24-25; ...,T idak Cukup Oengan 
Kerlnganan Pajak ( I t  is Not Enough only by Tax Consessions), Teeipo, July 
14, 1990, p. 89.
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The p a t te rn  remains unchanged d u r in g  the e a r l i e r  years o f  

the  1980s. A study conducted by H i l l  demonstrates th a t  

i n d u s t r ia l  a c t i v i t i e s  in  1983 were s t i l l  concen tra ted  in  Java.

Table 3.10 Java-Outer Islands d i s t r i b u t i o n  of ID major indust r ies,  
I9S3 IX of to ta l  industry Value Added)

Industry
Value added 

(Rp. m i l l i o n )
Java Outer

islands

3142D Kretek 509,518 100 0
37100 Basic metal 200,574 51 49
33133 Playwood 199,368 8 92
31181 Sugar re f in i ng 182,754 100 0
32112 Weaving 180,244 98 2
35120 F e r t i l i z e r 141,050 61 39
36310 cement 129,907 61 39
32111 Spinning 108,129 98 2
38130 Structural  Hetal product 98,165 91 9
38430 Motor v ih l c l es 91,354 98 2

Source: Hal l  H i l l ,  Concentration in Indonesian Manufacturing', 
Bulletin of Indonesian Econonic Studies, vol .  23, No.2, 
August 1987,

The absence o f  an i n d u s t r ia l  base in  the  o u te r  is la n d  is  

a ls o  r e f le c te d  in  the  very small c o n t r ib u t io n  ( i n  both

abso lu te  terms and percentage) o f  la rge  and medium sca le

in d u s t r ie s  to  the RGDP. Th is  is ,  e s p e c ia l ly  t ru e  o f  the

Eastern p rov inces  as p resented in  the  next two ta b le s .

With excep tions  o f  Maluku and to  some e x te n t ,  North  

Sulawesi, ta b le  3.11 and 3.12 show th a t  the c o n t r ib u t io n  o f  

both la rg e  and medium sca le  in d u s t r ie s  to  RGDP o f  the  Eastern 

p rov ince s  was very s m a l l ,  r e f l e c t i n g  the absence o f  an 

i n d u s t r ia l  base in  t h i s  re g io n .
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As a consequence o f  the c o n c e n tra t io n  o f  i n d u s t r i a l ,  

economic, and educa t io na l ( t h a t  w i l l  d iscused l a t e r )  

e d uca tiona l a c t i v i t i e s  in  Java, e s p e c ia l ly  in  J a k a r ta ,  i t  has 

become the  f i r s t  d e s t in a t io n  o f  m ig ran ts  from a l l  over the 

a rch ip e la g o .

Table 3,11 Contribution of Large and Medium scale Industries to RGDP at current 
prices, by provinces 1983-1988 (million rupiahs) (excluded oil)

Province 1983 1984 1985 1986 1987 1988

Di Aceh 64.004 86,385 117.784 129,885 155.153 162,911
N, Sumatera 421.723 585.568 641.136 725,087 919.153 1.123.373
W. Sumatera 48,265 56.484 74.510 81,811 105.507 120.902
Riau 52,013 61.806 68.569 70.729 89.494 114.865
Jamb) 20.148 31,645 53.622 60.301 77.739 85.333
S. Sumatera 460.311 525.114 538.868 552.537 704.394 783.104
Bengkulu 1.161 1.460 3.374 4,299 5,228 2,546
Lampung 72,476 90.989 112.888 138.233 177.942 212,557
Jakarta 1. 172,665 1.337.855 1.733.801 2.006.377 2.509.897 3,304.016
Vest Java I . 179,596 1.682.335 2.056.707 2.395,041 3.098.446 3,743,615
Central  Java 590,517 804.075 988.419 1.133.383 1.285.732 1,614.015
Yogyakarta 33,926 33.006 35.401 44.747 85.373 76.741
East Java 1, 342,999 1,630.985 1.759.343 2.085.725 2.382.506 3,000.510
V. Kalimantan 66,554 85,080 91.586 139.618 161.430 204.381
C. Kalimantan 40,967 50.633 55.109 101.842 103.223 114.837
S. Kalimantan 90.001 102.696 101.918 107.499 159.589 193.701
E. Kalimantan 58,597 74.873 121.108 217,162 286.166 324.218
N, Sulaivest 36,261 40.712 45.642 47.644 55,637 61.729
C. Sulawesi 15,151 16.804 19,680 23.333 27,048 23.759
S. Sulawesi 48.977 54.656 61,783 76.850 106,225 128.910
SE.Sulawesi 1,248 1,224 2,709 3.249 2,898 4.028
Bal l 11.552 14,180 17,188 27.186 47.123 56.391
V.Nusa Tenggara 2,594 2.985 4,778 6.592 7,981 9.489
E.Nusa Tenggara 631 2.189 2,963 3.711 2.784 3.648
Maluku 19.158 28.296 38.458 55,371 108,604 164,341
I r ian  Jaya 1,889 1,643 1.890 2,096 3,328 3.897
East Timor 609 725 122 258 338 468

Source; Extracted from BPS, Kigioiul Iticm of Provincti in Indoiuiin by 
Industriif Origin, 1983-1988, Jakarta, pp. 148-188 (Table 39-66).

Desp ite  the  Ja ka rta  governm ent's  p o l ic y  o f  r e s t r i c t i n g



63

m ig ra t io n  in to  the  c i t y ,  J a k a r ta  had been the f i r s t  or second 

d e s t in a t io n  o f  m ig ran ts  from 23 o u t o f  the  25 o th e r  p rov inces  

and the  f i r s t  d e s t in a t io n  from 18 p rov ince s .

Table 3,12 Contr ibut i on of Large and Medium Scale Indust r ies  to RGDP 
at Current Prices,  by Provinces 1983-1988 (as % of RGDP 
of given Region) (Excluded Oi l )

Province 1983 1984 1985 1986 1987 1988

DI Aceh 5,41 6,47 7,64 7,57 7,89 7,31
North Sumatera 12,88 14,38 14,43 14,56 14.80 15,25
West Sumatera 3,91 3,92 5,89 4.43 4,82 4,77
Riau 5,40 5,42 5,59 5,06 5,50 6,12
Jambi 4.24 5,64 8,43 8.60 9,52 9.0/
Sout Sumatera 18,66 18,74 17,60 16,25 17,71 17,74
Bengkulu 0,44 0,49 0,94 0,96 0,98 1,39
Lampung 6,98 7,54 8,39 7,78 8,15 0,35
Jakarta 15.00 13,92 16.48 17,08 18,28 20,65
Wset Java 13,90 15,57 16,55 16,79 18.39 18,23
Central  Java 8,48 9,92 10.78 10,84 10,74 11,07
Yogyakarta 4,44 3,69 3,56 3,85 5,03 5.16
East Java 12,39 12,86 12,56 13,17 13,18 14,07
West Kal imantan 7,30 8.65 8,30 10,77 10,22 10,73
Central  Kalimantan 8,56 9.17 8,66 13,72 11,74 11,14
South Kal imantan 10,60 10,44 9,42 8,93 11.19 11,46
East Kal imantan 6,26 6,25 9,38 14,44 14,87 13,52
North SulaMSsi 5,40 5.46 5,60 5,45 5,46 5,41
Central  Sulawesi 4,16 3.94 4,10 4,34 4,41 3,35
South Sulawesi 2,80 2,72 2,66 2,92 3.70 3,88
Southesat Sulawesi 0,41 0,34 0,73 0,78 0,60 0,64
Bal i 1,28 1.30 1,19 1,61 2,41 2,52
West Nusa Tenggara 0.50 0,47 0.67 0,86 0,94 1,00
East Nusa Tenggara 0.13 0,37 0,45 0.50 0,33 0,39
Maluku 4,05 4.93 6,12 7,65 11,65 14,72
I r i a n  Jaya 0,38 0.31 0,31 0,28 0,39 0,40
East Timor 0,74 0,75 0,11 0.19 0,20 0,23

Source; Ny cal cu la t ion  based on Regional lnccM,...Op. Ci t .
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According to  the  n a t io n a l Census o f  1970* ne t m ig ra t io n  

in to  Ja ka r ta  c o n s t i tu te d  40% o f  a l l  ne t l i f e t im e  m ig ra t io n  

from o th e r  p rov inces  o r accounted f o r  tw o - th i r d s  o f  a l l  

m ig ran ts  to  urban areas o f  Java.

Table 3.13 l i f e t im e  Migrat ion rates by Provinces, 1971, 1980 and 1985 
las percentage of enumerated populat ion)

In-Higrants Out-Higrants Net-Migrants
Province

1971 1980 1985 1971 1960 1985 1971 1980 1985

D.l  Aceh 3.0 5.5 5,4 3,3 4.4 4.0 -0,3 1.0 1,4
North Sumatera 8,0 6.6 5,0 2,9 5.0 6,0 5.1 1.6 -1,0
Nest Sumatera 3.1 3.9 3,7 11.6 18.4 15.1 -8.5 -12.6 -11,4
Riau 12.5 15.9 12.3 2.6 4.0 3,7 9.9 11,9 8,6
Jambi 15.6 20.4 19.6 2.7 3.3 2.9 12.9 17.1 16.7
South Sumatera 9.5 13.2 10.7 5.8 7.2 6.9 3.7 6.0 3,8
Bengkulu 6.9 15.6 12.7 4.8 5.1 4.2 2.1 10.7 8,5
Lampung 36.1 39.8 38.9 1.1 1,2 1.9 35.0 37.4 29,6
Jakarta 39.7 39.8 38.9 2.9 6,2 7,5 36,8 33.6 31.4
West Java 1.7 3.5 4,4 5.5 5,4 5,4 -3,8 -1.9 -1.0
Centra) Java 1.2 1,3 1,9 8.2 12.7 12.3 ■7,0 -11,4 -10,4
Yogyakarta 4.0 6,4 7,8 10.7 9,2 22.4 -6.7 -2.8 -14,6
East Java 1.1 1.5 1,8 2,9 5,5 5,8 -1,8 -4.0 -4,0
Bal i 1.0 2.6 2,0 2.7 4.8 6.0 -1,7 -2.2 -4,0
N. Nusa Tenggara i . 5 1.9 2,0 0.6 1.6 1.4 0.9 0.3 0,6
E. Nusa Tenggara O. i 1.3 1,4 1,1 1,7 1,9 -0,7 -0.5 -0,5
East Timor -- - - - - 2,9 . . . 1,3 - - - 1,6
W. Kalimantan 1.0 4.2 2,9 1,7 2,9 2.6 ■0,7 1.3 0,3
C. Kalimantan 7,1 14.7 12.3 1,8 2,6 3.2 5,5 12.1 9,1
S. Kalimantan 3,9 6,9 8,0 5,0 8,2 8.6 -1,1 -1.3 -0.6
East Kal imantan 5,4 24,1 25.3 3,2 2.8 3.2 2,2 21.3 22.1
N, Sulawesi 2,8 4,2 3,2 3,5 5,7 6,5 -0,7 1.6 -3.3
C, Sulawesi 5,6 14.4 11.2 3.8 2,6 2,1 1,8 11.7 9.1
S. Sulawesi 1.3 1.8 1.9 4.7 8.5 8.2 -3.4 -8.7 -6.3
S.E. Sulawesi 3.6 11.1 14.3 4.3 9.6 6.1 -0.7 1.6 8,2
Maluku 3.9 8,9 7,9 3.4 4,6 5,2 0,5 4,3 2,1
I r ian  Jaya 22.3 8,4 11.3 4.3 1.4 1,9 18.0 7,0 9,4

Total 4,8 6,8 7.0 4.8 8.6 7,0 0,0 0,0 0,0

Source: BPS, M t g r i e i , , . .  Itid., p. 19 (Table 2.2) .

. R. M. Sundarum, Inter-Provincial Migration, B u lle tin  o f Indonesian 
Economic Studies, Vol. X II, No. 1, March 1976.
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Other p rov inces th a t  a lso  had a ne t m ig ra t io n  were 

Lampung (Sumatera) and I r i a n  Jaya. However, i t  i s  im p o rta n t to  

note t h a t  Lampung and I r i a n  Jaya were among ta rg e t  p rov inces  

o f  governm ent-led t ra n s m ig ra t io n J

The p a t te rn s  o f  in t e r - p r o v in c ia l  m ig ra t io n  in  Indones ia  

remained unchanged d u r ing  the se ve n t ie s  and e ig h t ie s  as seen 

in  ta b le  3 .13.

I I I .  SPATIAL ALLOCATION OF CAPITAL INVESTMENTS

Regional backwardness and d is p a r i t i e s  are a lso  r e f le c te d  

in  the  a l lo c a t io n  o f c a p i ta l  inves tm ents . The d i s t r i b u t i o n  of 

c a p i ta l  investm ents in  development p r o je c ts  demonstrates a 

tendency f o r  development and growth to  co n ce n tra te  on the 

Western p a r t  o f  Indones ia , e s p e c ia l ly  in  the  is la n d  o f Java, 

which c o n s is ts  o f  f i v e  ou t o f  the tw enty-seven p ro v in ce s , 

in c lu d in g  J a k a r ta ,  the  n a t io n a l c a p i ta l  (see ta b le  3 .1 4 ) .

Provinces with incentives to received transmigrants are DI. Aceh, 
North Sumatera, West Sumatera, Riau, Jambi, South Sumatera, Bengkulu, West 
Kalimantan, Central Kalimantan, South Kalimantan, East Kalimantan, North 
Sulawesi, Central Sulawesi, South Sulawesi, Southeast Sulawesi, Maluku and 
Ir ian Jaya, BPS, Migrasi Penduduk d i Indonesia, Jakarta 1986/87, p. 36.
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Table 3.14 Domestic and Foreign Investments, 1968-August 1989 
(Excluding O i l ) .

Domestic Investment Foreign Investment
Islands . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Project  mi l l i on  Project  M i l l i on

Java 3,761 40,197,416 906 16,543.4
164.52%) (60.27%) 178.37) (64.22%)

Sumatera 983 14,600,679 1)2 5,346.3
(16.86%) (21.89%) 19.69%) (20.75%)

Kalimantan 598 6,244,667 51 577.4
(10.25%) (9.36%) 14.42%) (2.24%)

Sulawesi 276 2,075,828 28 1,550.6
(4.73%) (3.11%) 12.42%) (6.02%)

Bal i ,Nusa Tenggara 147 1,269,669 34 609.2
(2.52%) 11.90%) (2.94%) (2.36%)

Maluku,Ir ian Jaya, 133 2,124,915 24 1,098.3
Timor Timur (2,28%) (3,19%) (2.08%) (4.26%)
Various Regions -69 276,371 -2 36.0

Total  5,829 66,697,545 1,156 25,761.2

Source; BPS, Monthly Statistical Bulletin, September 1989.

Table 3.14 demonstrates t h a t  about 60% o f  t o t a l  domestic 

and fo re ig n  investm ent f lowed to  Java from 1968 to  1989. Of 

t h i s ,  44% o f  domestic investm ent was lo ca te d  in  Ja ka rta  and 

the area o f  West Java around J a k a r ta ,  w h i le  the  co rrespond ing  

f ig u r e  f o r  fo re ig n  investm ent was more than h a l f  o f  t o t a l  

in ve s tm e n ts .^

The d is p a r i t y  becomes even worse i f  one compares the  

Eastern and the  Western p a r ts  o f  the  c o u n try .  The fo rm er, 

c o n s is t in g  o f  9 p ro v ince s , has h i s t o r i c a l l y  rece ived  the  le a s t  

investm ent s in ce  the  e a r ly  1960s. The fo l lo w in g  ta b le

'®. BPS, Monthly S ta tis tic a l B u lle tin , September, 1989.
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e x t r a c t e d  f r o m  a r e p o r t  o f  t h e  w e e k l y  b u l l e t i n ,  T e m p o ,"  shows  

t h e  uneven s p a t i a l  d i s t r i b u t i o n  o f  d o m e s t i c  and f o r e i g n  

i n v e s t m e n t s  i n  b o th  n o m in a l  t e r m s  and number o f  p r o j e c t s  

d u r i n g  1 9 6 7 / 6 8  t o  May 2 8 ,  1 99 0 .

Table 3,15 Domestic and Foreign Investments, 1967/68 - Hay 1989 
(rupiahs)

Investment Western Indonesia Eastern Indonesi

Population 1990 158,896,179 23,754,179
(projection)

% of total Population 86,99 13,01
Domestic Investment

Projects 6,25 489
% to Total Projects 92,87 7,13
Rupiahs (trillion) 102 6,69
% to Total 93,8 6,16

Foreign Investment
Projects 1,521 85
% to Total Projects 94.71 5.29
US* (million) 32 2.7
% of Total 92.22 7,78

Source; For population figure is my calculation based on BPS,
Statistical   Op. Cit. Data for
investments is extracted from FEffW), July 7, 1990.

The above  t a b l e  shows t h a t  b o th  d o m e s t i c  and f o r e i g n  

i n v e s t m e n t s  i n  E a s t e r n  I n d o n e s i a ,  an a r e a  o f  a l m o s t  24  m i l l i o n  

p e o p l e  o r  a b o u t  13% o f  a l l  I n d o n e s i a n s ,  f o r  t h e  w h o le  p e r i o d  

o f  t h e  New O r d e r  g o v e rn m e n t  w ere  f a r  l e s s  t h a n  i t s  r e l a t i v e  

s h a r e  o f  p o p u l a t i o n .  T h i s  a r e a  r e c e i v e d  a b o u t  7% o f  t o t a l  

d o m e s t i c  i n v e s t m e n t  i n  b o t h  a b s o l u t e  t e r m s  and number o f  

p r o j e c t s .  The f i g u r e s  f o r  f o r e i g n  i n v e s t m e n t  a l s o  d i s p l a y s  t h e

II . TEMPO, July 7, 1990, p. 25.
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same tendency where th e  re g ion  rece ived  less  than &% and 6% o f  

t o t a l  fo re ig n  investm ent in  nominal terms and number o f  

p ro je c ts  r e s p e c t iv e ly .  I t  i s  c le a r  from the above data  t h a t  

re g io n a l d i s p a r i t i e s  in  regards to  the  d i s t r i b u t i o n  o f  c a p i ta l  

investm ents  have e x is te d  and even more im p o r ta n t ly ,  they tend 

to  worsen over t im e.

IV . SPATIAL PATTERN OF POVERTY

Taking the p o ve rty  le v e l as a s o c ia l  in d ic a to r  t o  measure 

re g io n a l backwardness and d i s p a r i t i e s ,  the  data re ve a ls  t h a t  

the  Eastern h a l f  o f  Indones ia  was and s t i l l  i s  the  w o rs t 

a f fe c te d  area w i th  regards to  c h ro n ic  po ve rty  ( ta b le  3 .1 6 ) .

Table 3.16 demonstrates the  tendency f o r  p o ve rty  to  

d e c l in e  in  Indones ia  as a whole; 20 ou t o f  26 p rov inces  

lowered the le v e l o f  p o ve r ty  in  the re g io n . C h ie f among them 

were the  p rov inces  o f  North  Sulawesi (31% re d u c t io n ) ,  Maluku 

(29.65% re d u c t io n ) ,  East Java (24.32% re d u c t io n ) ,  C en tra l 

Sulawesi (23.40% re d u c t io n ) ,  Yogyakarta (18.21% re d u c t io n ) ,  

Lampung (15.51% re d u c t io n ) ,  and South Sumatera (12.46% 

re d u c t io n ) .  However, 6 p ro v in ce s  experienced increased le v e ls  

o f  p o ve rty  o f  the  la s t  ten  years . The n a tu ra l  resource  

p rov ince s  o f  East Kalim antan and Riau, to g e th e r  w i th  a raw 

m a te r ia l-b a se d  p rov ince  o f  C en tra l Kalimantan and an 

in d u s t r ia l - b a s e d  p rov ince  o f  North  Sumatera, experienced an
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inc rease  in  poverty  le v e l .  Th is  once again suggests th a t  an 

abundance o f  n a tu ra l resources by no means is  the  c a ta ly s t  f o r  

development. While the  two poores t p ro v in ce s  o f  East and West 

Nusa Tenggara seem to  fo l lo w  the  lo g ic  o f  the  Cum ulative 

Causation theo ry  o f  M yrda l^  where p o ve rty  becomes a 

re in fo r c in g  c i r c l e .

12 . See chapter 4.
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Table 3,16 % of populat ion below poverty l ine 
by province, 1976 and 1987

Province Head Count Rat io (%) 

1976 1987

Change (%)

Jakarta 3.0 -  -  -  - “  -  “  -

01 Aceh 6,6 3.53 3.07
East Kalimantan 3.0 4.58 1.58
Jambi 10.7 5.62 5.08
South Kalimantan 7.2 6.01 1.19
South Sumatera 20.0 7.54 12.46
West Sumatera 14.1 7.94 7.06
OIY 27.1 8.69 18.21
Bengkulu 16.8 9.99 6.81
Maluku 40.1 10.45 29.65
North Sulawesi 41.3 10.80 30.50
East Java 36.9 11.58 24.32
Central  Kalimantan 8.0 11.58 -3.58
Nest Kalimantan 15.2 12.25 2.95
Central  Sulawesi 36.9 13.50 23.40
West Java 15.0 14.08 0.92
Central  Java 24.6 15.33 9,27
North Sumatera 10.9 16.54 -5.36
Riau 14.6 17.31 -2,71
South Sulawesi 26.2 17.78 8,52
Bal i 14.0 18.31 -4.31
Lampung 41.4 25.89 15.49
Southeast Sulawesi 41.9 31.66 10.24
I r i an  Jaya ----------- 31.98 ------------

West Nusa Tenggara 28.1 45.25 -17.15
East Nusa Tenggara 44.3 49.91 -5.61

Indonesia (average) 24,1 13.33

Note; East Timor was excluded from both years. Thera no data ava i lab le  
fo r  Jakarta in 1987 and f o r  I r i a n  Jaya in 1976.
Sources: f o r  1976 based on p rov inc ia l - l eve l  data, SUSENAS, 1976 as extracted 
by Islam and Khan, Spatial Patterns,.., Op. Cit., p. 91 (TABLE 8) ;  For 1987, 
BPS as c i ted in Hubyarto, Stntegif Peitsngmn Ekonopi Itidonesiâ, publ ic 
lecture at  the Universi ty  of Hataramn November 28th, 1990,

The ta b le  3.16 a lso  demonstrates th a t  d e s p ite  the  

remarkable success in  reduc ing  p o ve rty  by some p rov ince s  in  

the  Eastern h a l f  o f  the  a rch ip e la g o , namely North  Su lawesi,
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Maluku, and C en tra l Su lawesi, i t  con tinues  to  be assoc ia ted  

w ith  c h ro n ic  p o ve rty .  In  1976 7 p rov inces  o f  eas te rn  Indones ia  

(e xc lu d in g  I r i a n  ja y a  and East Timor) were f a r  below the 

average poverty  l i n e  o f  the  co u n try  as compared to  4 p rov inces  

from Western Indones ia  (Lampung, C en tra l Java, East Java, and 

Yogyakarta) shared the  same experience .

By 1987 the s p a t ia l  p a t te rn  o f  pove rty  changed s l i g h t l y  

in  t h a t  o n ly  6 o u t o f  9 Eastern p rov inces  remained below the 

average n a t io n a l p o ve rty  l i n e .  For Western Indones ia , the  

number o f  p rov ince s  above the  average n a t io n a l pove rty  l in e  

increased by one. I t  is  a ls o  in te r e s t in g  to  note th a t  the  o i l  

and n a tu ra l  gas p rov ince  o f  Riau and the  in d u s t r ia l - b a s e  

p rov ince  o f  North Sumatera were rep laced  the  n a tu ra l resource 

poor p rov inces o f  Yogyakarta and East Java in  the  above 

average income c a te g o ry . B a l i  a ls o  f e l l  below the n a t io n a l 

average pove rty  l e v e l .

Despite  an in c re a s in g  number o f  p rov inces  below the 

average n a t io n a l p o ve rty  l i n e  in  the  Western re g io n , exreme 

pove rty  has not occurred  th e re .  The f a c t  th a t  the fo u r  poores t 

p rov inces  o f  the  co u n try  were those o f  Southeast Sulawesi, 

I r i a n  Jaya, East and West Nusa Tenggara suggests th a t  the 

Eastern h a l f  was s t i l l  a sso c ia te d  w ith  c h ro n ic  p o ve rty .

The h igh  le v e l o f  p o ve r ty  in  the Eastern p rov inces  

im p l ie s  th a t  re a l per c a p i ta  income o f  the  average person was 

f a r  below the  n a t io n a l  average per c a p i ta  income in  aggregate 

terms. T h is  means th a t  a c h ro n ic  c la ss  income d is p a r i t y  has
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o c c u r r e d  i n  t h e  r e g i o n  i n  q u e s t i o n .  A s t u d y  b y  I s l a m  a n d  K h a n  

f o r  t h e  y e a r  o f  1 9 7 6  i s  u s e f u l  t o  i l l u s t r a t e  t h i s  p o i n t  ( t a b l e  

3 . 1 7 ) .  U n f o r t u n a t e l y ,  t h e r e  i s  n o  c u r r e n t  a v a i l a b l e  

i n f o r m a t i o n  o n  c l a s s  i n c o m e  d i s p a r i t y  w i t h i n  r e g i o n s  i n  

I n d o n e s i  a .

Table 3,1? Provinces Grouped by Inequal i ty Levels, 1976

Regional Class Inequal i ty
Pomi'ty .........................................................

LOW Medium High

Low Bal l
Ë. Kalimantan 
S. Kalimantan 
N. Sumatera 
C. Kalimantan 
N, Sumatera 
Jambi 
Aceh

Medium M, Nusa Tenggara S.E, Sulawesi
S. Sumatera W. Kalimantan
Bengkulu Lampung
W, Jav«
C J a v

High Jakarta
Maluku
S. Sulawesi 
N. Sulawesi 
C, Sulawesi 
E, Nusa Tenggara

Note: I n a n  jaya aid East Timor were excluded from Khan and Islam's Study, 
Source: Islam and Khan, Op. Cit,, p, 85 ( table 6),

" f a b l e  3 , 1 7  d e m o n s t r a t e s  t h a t ,  ( w i t h  t h e  e x c e p t i o n s  o f  

W e s t  N u s a  T e n g g a r a  w h i c h  o c c u p i e d  a  m e d i u m  l e v e l  i n  b o t h  

i n e q u a l i t y  a n d  p o v e r t y ,  a n d  S o u t h e a s t  S u l a w e s i ,  o c c u p i e s  a
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c o m b i n a t i o n  o f  m e d i u m  l e v e l  i n  p o v e r t y  a n d  h i g h  l e v e l  i n  c l a s s  

i n e q u a l i t y )  a l l  p r o v i n c e s  o f  E a s t e r n  I n d o n e s i a  e x p e r i e n c e d  a  

c o m b i n a t i o n  o f  h i g h  p o v e r t y  a n d  h i g h  c l a s s  i n e q u a l i t y .  T h e  

t e n d e n c y  f o r  p o v e r t y  t o  i n c r e a s e  i n  b o t h  p r o v i n c e s  o f  M u s a  

T e n g g a r a ,  t o g e t h e r  w i t h  t h e i r  p o s i t i o n  a s  t h e  l o w e s t  p e r  

c a p i t a  R G D P  p r o v i n c e s  i n  I n d o n e s i a  p e r m i t  o n e  t o  i n f e r  t h a t  

t h e  d i s t r i b u t i o n a l  a s p e c t  i n  t h e s e  t w o  p r o v i n c e s  h a s  b e c o m e  

w o r s e .

T h e  h i g h  l e v e l  o f  p o v e r t y  o f  t h e  L - a s t e r n  p r o v i n c e s  

b e c o m e s  e v e n  m o r e  c r i t i c a l  i f  o n e  t a k e s  i n t o  a c c o u n t  t h a t  

I n d o n e s i a ,  a c c o r d i n g  t o  World Development R eport  o f  I 9 9 U ,  i s  

t h e  m o s t  s u c c e s s f u l  c o u n t r y  i n  t e r m s  o f  r e d u c i n g  p o v e r t y . ' ' *  

T h e  c o u n t r y  r e d u c e d  i t s  h e a d c o u n t  i n d e x  o f  p o v e r t y  f r o m  5 8 %  i n  

1 9 7 0  t o  2 8 %  i n  1 9 8 4  a n d  r e d u c e d  i t  f u r t h e r  b y  1 1 %  t o  1 7 %  i n  

1 9 8 7 .  I n  r e a l  t e r m s ,  t h e  n u m b e r  o f  p o v e r t y  w a s  b e i n g  r e d u c e d  

f r o m  6 7 . 9  m i l l i o n s  i n  1 9 7 0  t o  ^ 5 . 4  m i l l i o n  i n  1 9 8 4  t o  3 0 . 0  

m i l l i  o n s  1 9 8 7  ( s e e  t a b l e  3 . 1 8 ) ,  a n d  f  r o i n  4 5 . 4  m i l  I i o n  i n  I 9 8 4  

t o  3 0 . 0  i n  1 9 8 7 . 1 4

World Development Report 1990, Op. Ci t . ,  pp. 40-43.

14, Ib id ., p.43 (table 3.3, line 8).
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Table 3.18 Changes m Selected Indicators of world Poverty

Headcount index Number of poor . 
Country and period length of Index I Mi I t  ions I

period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
l /ears)  1st year Last year 1st year las t  year

Brazi l  11960-80) 20 50 21 36,1 25,4
Colombia (1971-881 17 41 25 8,9 1,5
Costa fi ica ( 1 97 1 -86 ) 15 45 24 0,8 0 6
India (1972-83) I I 54 43 311,4 315.Û
INDONESIA (1970-87) 17 58 17 67,9 30,0
Malaysia (1973-87) 14 37 15 4,1 2,2
Morocco ( 1970-84 ) 14 43 34 6,6 7,4
Pakistan (1962-84) 22 54 23 26,5 21,3
Singapore (1972-82) 10 31 10 0,7 0,2
Sn Lanka ( 1 963-82 ) 1 9 37 27 3,9 4,1
Thai land (1962-06) 14 59 26 16,7 13,6

Source: Korld OeveIopmt Report 1390, p, 41 ( table 3.2),

IV . SPATIAL DISTRIBUTION OF POST-SECONDARY EDUCATION

Post secondary i n s t i t u t i o n s  ( u n i v e r s i t i e s  as w e ll  as 

research ce n te rs )  are a lso  concen tra ted  in  the  Western p a r t  o f  

Indones ia , e s p e c ia l ly  in  Java. More than h a l f  ( 380) o f  572 

them are in  Java, 74 in  Sumatra, 42 in  Kalimantan and B a l i .  

While o n ly  74 are loca ted  in  Eastern Indones ia . However, most 

o f  them (43) are concen tra ted  in  South Sulawesi.'® More 

c ru c ia l  than t h i s  s p a t ia l  p a t te rn  o f  d i s t r i b u t i o n  o f  academics 

and u n iv e r s i t i e s  is  t h a t  a l l  the  bes t u n iv e r s i t i e s  are in  Java 

( see ta b le  3 .1 9 ) .

BPS,  S ta tis t ic  Pccketbook  Op. CH. ,  p .  1 0 9 .
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Table 3,19 The lop Ten Universi ty in Indonesia ano t he i r  Place

Universi ty Place

Gadjah Hada Universi ty  lUGM) roqyakarta
The Universi ty  of Indonesia i u i i  Jakarta 
Bandung I n s t i t u t e  of Technology i ITB) Bandung idlest Java) 
Bogor I n s t i t u t e  of Agr icu l ture i lPBi  Bogor iWest J a v a  I 
The Universi ty  of Air langga (UNAIRi Surabaya (East Javat 
Surabaya I n s t i t u t e  of Technology (ITS) Surabaya (East Java)
The Universi ty  of Pajajaran i UNPAD) Bandung idlest Java I
The Universi ty  of Diponegoro I UNDIP) Semarang iCentral  Javai
The Universi ty  of Brawidjaja IUN8RAW) Malang (East Javai
The Universi ty of North Sumatera lUSU) Medan (North Sumatera)

There are q u a n t i ty  o f  second le v e l u . i v e r s i t y  but even 

these are m ostly  in  the  West: the  U n iv e rs i t y  o f  S n w i ja y a  in  

Palembang, South Sumatera, the  U n iv e rs i ty  o f  Syiah Kuala in  

Aceh, and the  U n iv e r s i t y  o f  Andalas in  Padang, West Sumatera. 

The o n ly  n o ta b le  u n iv e r s i t y  in  the  Eastern h a l f  o f  the 

a rc h ip e la g o  is  the  U n iv e rs i t y  o f  Hassanudin in  South Sulawesi.

The f i r s t  f i v e  u n iv e r s i t i e s  o f  the  ta b le  3.19 are the 

core u n iv e r s i t i e s  in  Indo n es ia , a lso  known as the "Patron 

U n iv e r s i t ie s " .  They are in  charge o f  a s s is t in g  the  development 

o f  o th e r  u n i v e r s i t i e s .  Th is  p a t te rn  o f  c o n c e n tra t io n  o f  the 

best u n iv e r s i t i e s  has a very s e r io u s  im p l ic a t io n s  in regards 

to  the  process o f  b r a in - d r a in  from  the o u te r  is la n d s .  This was 

aggravated by the  f a c t  t h a t  s ince  the  mid o f  1970s, the 

e d u ca t io n a l p o l ic y  in  Indones ia  has implemented what is  c a l le d  

"program penelusuran b a k a t" .  Th is  is  a s p e c ia l  program by 

which a l l  the best s e n io r  h igh  school s tu d e n ts  from a l l  over 

the  a rc h ip e la g o  have been g iven a sp e c ia l r i g h t  to  e n ro l in
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the f i r s t  f i v e  u n iv e r s i t i e s  o f  the  ta b le  3.19 w ith o u t  having 

an entrance t e s t  which is  re q u ire d  o f o th e r  s tu d e n ts . C le a r ly  

t h i s  im p lie s  a con tinued b r a in - d r a in  from the  o u te r  is la n d s .

The process o f  b r a in - d r a in  can be seen in  the  p a t te rn  o f  

in te r - r e g io n a l  m ig ra t io n  among the more educated in  Indones ia . 

Based on the ten years proceeding the  1970 N a tio n a l Census, 

Sundarum’  ̂ found th a t  m ig ran ts  to  J a k a rta  and o th e r  p rov ince s  

o f  Java had a h ighe r educa tion  le v e l than n a t iv e -b o rn  

re s id e n ts  in  these p rov inces . The reverse  was the  case f o r  the  

o u te r  Is la n d s , e s p e c ia l ly  f o r  Sumatera (see ta b le  3 .2 0 ) .  

U n fo r tu n a te ly ,  both the  Census 1980 and In te r-C ensus  o f  

1985,'^ d id  not p rov ide  enough in fo rm a t io n  to  make a 

comparison o f  these s t a t i c s  p o s s ib le .  The q u i te  s i g n i f i c a n t l y  

h ighe r educa tiona l le v e l o f  m ig ra n ts  to  J a k a rta  and o th e r  

p rov inces in  Java, accord ing  to  Sundarum, r e f le c te d  the  

c o n c e n tra t io n  o f  h ighe r educa tion  f a c i l i t i e s  on Java.

R. M. Sundarum, Inter-Provincial . . .  Op. Cit,

n. BPS, M ig ra s i   Op. C it .
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Taùie 3,20 Average years of School ing of Nat ive-born Residents and 
Li fet ime Migrants

Native-born Migrants From

Residents Sumatera Java Other Is lant

Jakarta 3.71 8.14 4,60 6.75
Java l ekcl .Jakar ta)
urban a , 16 6.54 6,41
Rural 1.96 4.6» 3.30 5.10
Sumatera
Urban A,67 5.76 3.36 3.01
Rural 2.78 3.99 1.77 1,91

Note; The categories of educat ion given invoi ves years of school ing
as fol lows;

1. No school ing 0 years
2. Less than Primary 2 years
3. Primary 6 years
4, Junior High School 9 years
5. Senior High School 12 years
6, Academy 13 years
7. Universi ty 15 years

Source; R. H, Sundarum, Inter-Provincial, Op, Cit.

V. Conc lus ion

From the  data and e x p la n a t io n ,  i t  is  c le a r  th a t  re g io n a l 

underdevelopment and d i s p a r i t i e s  have e x is te d  in Indones ia , 

Moreover, they tend to  worsen over t im e. These are 

p a r t i c u la r l y  t ru e  in  the  fo u r  c r i t e r i a  used in  t h i s  s tudy .

Comparative data  among I’egion.s on the income per c a p i ta  

le v e l demonstrate th a t  the Western p a r t  o f  the a rch ip e la g o  has 

a b e t te r  performance than the  Eastern p a r t .  Data on s p a t ia l  

d i s t r i b u t i o n  o f  in d u s t r ie s  p o in ts  o u t the  excess ive
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co n ce n tra t io n  o f  in d u s t r ie s  and in d u s t r ia l  a c t i v i t i e s  on Java. 

S im i la r ly ,  the s p a t ia l  a l lo c a t io n  o f  c a p i ta l  investm ent 

remains concen tra ted  in  Western p a r t  o f  Indones ia , e s p e c ia l ly  

in Java, lead ing  to  the c a p i ta l  shortage  in  the  Eastern p a r t  

o f the co u n try .  Western Indones ia , e s p e c ia l ly  Java, has a lso  

monopoly over the  post-secondary  educa tion  as is  c le a r  from 

the c o n c e n tra t io n  o f the  i n s t i t u t i o n s  f o r  post-secondary 

educa tion . On the  o th e r  extreme, the Eastern p a r t ,  except f o r  

South Sulawesi, has no such i n s t i t u t i o n s .

While the evidence presented c le a r l y  demonstrate the 

backwardness o f  Eastern Indones ia  and the  e x is te n ce  and 

pe rs is te n ce  o f  re g ion a l d i s p a r i t i e s ,  the  u n d e r ly in g  causes o f  

the problems remain in  the a i r .  The fo l lo w in g  chap te r w i l l  

deal w ith  the q u es tion  o f  the  causes o f  re g io n a l backwardness 

and d is p a r i t i e s  a t  the t h e o r e t ic a l  le v e l .
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THEORETICAL FRAMEWORKS

Since the e a r ly  1970s, the evidence o f  growing 

in e q u a l i t ie s  has come to  l i g h t  producing v a r ie d  re a c t io n s  

among p o l i t i c i a n s ,  p o l ic y -m a ke rs , development econom ists , 

in t e r n a t io n a l  agencies, and even, among o rd in a ry  people . Since 

the e a r ly  1970s, in  response to  s p a t ia l  i n e q u a l i t ie s ,  the  

U n ite d  N a tio ns  has become in c re a s in g ly  a c t iv e  in  u t i l i z i n g  

re g io n a l development a n a ly s is  and p lann ing  f o r  n a t io n a l 

deve lopm ent'.

The na tu re  o f  re g io n a l in e q u a l i t ie s  i t s e l f ,  as s ta te d  by 

C o le ,2 is  n o t a new theme. I t  has e x is te d  s in ce  the a n c ie n t 

p e r io d  o f  tim e as r e f le c te d  in  Greek and Roman l i t e r a t u r e .  

However, i t  has come to  the c e n tre  o f  debate o n ly  a f t e r  s o c ia l  

resea rche rs  found th a t  d e s p ite  the increase  o f  the  average per 

c a p i ta  income o f  the  T h ird  World c o u n tr ie s  by about 50% d u r in g  

1950 to  1980,3 i t  has been extrem ely  u nequa lly  d i s t r ib u t e d

. F o r  d e t a i l s ,  s e e ,  T h e  U n i t e d  N a t i o n s ,  In ternationa l Social Review  ̂
N o .  4 ,  New Y o r k ,  1 9 7 2 ,  c o n t a i n i n g  i m p o r t a n t  a r t i c l e s  o n  r e g i o n a l  s o c i o 
e c o n o m i c  d e v e l o p m e n t .

3.  j ,  p .  C o l e ,  The Development Gap, A Spatial Analysis o f  World 
Poverty and Inepuallty, J o h n  W i l l e y  & S o n s ,  New Y o r k ,  1 9 8 1 ,  p . p .  2 1 - 2 8 .

3.  H o l l i s  C h e n e r y ,  I n t r o d u c t i o n ,  i n  H o l l i s  C h e r i e r y ,  e t .  a l . .  
Redistribution With Growth, O x f o r d  U n i v e r s i t y  P r e s s ,  L o n d o n ,  1 9 7 6 ,  p .  
x i i i .
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a m o n g  c o u n t r i e s /  r e g i o n s  w i t h i n  c o u n t r i e s /  a n d  s o c i o 

e c o n o m i c  g r o u p s /

\  The gap between developing and developed countries measured by the 
average per capita Income has tended to increase during the period of 1960 
to 1980. In 1960, the average per capita Income of developing countries 
(in 1980 U.S. do llar) was $164 compared to $3,841 of developed countries. 
By 1980, the average income of the former had risen to an average of $246, 
while corresponding figure fo r the la t te r  was $9,648. See, Micthell A. 
Sellgson, The Dual Gap: An Overview of Theory and Research, in Mitchell A. 
Seligson, (ed.), The Gap Between Rich and Poor, Westvlew Press, London, 
1984, p. 3.

\  Even a developed country such as Canada has faced th is  problem. 
Regional d isparities, especially between the Atlantic  Canada and the rest 
of the country was one of the central p o l i t ic a l issues and debates In the 
early 1970s, see, Hugh Innis, (ed.). Regional D isparities, Issues o f the 
Seventies, MacGrew-H1ll Reyerson Limited, Toronto, 1973. I t  has also been 
the central of theoretical debate In a number of publication, see, fo r 
example, Robert J. Brym and R. James Sacouman, (ed.), Underdevelopment and 
Social Movement in A tla n tic  Canada, New Hogtown Press, Toronto, 1979. This 
is a collection on the structural analysis of the causes and Impacts of 
regional d isparities in Canada. Countries l ike  Spain, I ta ly  and Belgium 
also share th is  same problem with Canada. A good summary of th e ir  
experiences is provided by Stohr and Todling. For d e ta il,  see Walter Stohr 
and Franz Todling, Spatial Equity: Some Anti-theses to  Current Regional 
Development Doctrine, in Hendrik Folmer and Jan Oosterhaven, (ed.), 
Spatial Inequalities and Regional Development, Martlnus N ijho ff, the 
Hague, 1979, p.p. 147-153.

^  Since the early 1970s, there was a growing attention to the problem 
of inequalities among socio-economic groups, especially between the urban 
and rural people. This led to the emergence of a number of theories and 
policy recommendations, such as the "Urban-Bias" Theory of Lipton; Lipton, 
Michael, Why the Poor People Stay Poor, in Harriss, John, (ed.). Rural 
Development, Theories o f Peasant Economy and Agrarian Change, Hutchinson 
University Press, London, 1982, pp. 66-81; Urban-Bias Revisited, In 
Harriss, John and Moore, Mick, (ed.). Development and Rural Urban Divide, 
Frank Cass, London, 1984, pp. 139-166; the theory of "Redistribution with 
Growth". For further discussion, see, Chenery, Hollis , e t. a l l . ,  (ed.). 
Redistribution . . .  Op. C it.; Jo lly , Richard, Redistribution With Growth, 
inCaircross, Alec and Pure, Mohlnder, (ed.). Employment, D is tribu tion  and 
Development Strategy : Problems o f The Developing Countries, Holmes & 
Meier Publishers, Inc., New York, 1976, pp. 43-65. Another theory goes 
even further by proposing the theory of "Redistribution Before Growth" as 
a necessary condition fo r the development of underdeveloped countries, 
see, Adelman, Irma, Redistribution Before Growth, A Strategy For 
Developing Countries, Martlnus N ijho ff, The Hague, 1978. Also by Adelman 
is  Poverty-Focused Approach to Development Policy, In Lewis, John P. and 
Kallab, Velerlana, (ed.), Development Strategies Reconsidered, Transaction
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The ques tion  is  why re g io n a l d i s p a r i t i e s  have appeared, 

and why they tend to  increase over t im e ? How do we e x p la in  

t h i s  phenomena?

There are many th e o r ie s  in  e x p la in in g  the  problem o f  

re g io n a l backwardness and d i s p a r i t i e s .  For the  purposes o f  

t h i s  s tudy , they w i l l  be c a te g o r ize d  in to  fo u r  main groups o f  

th e o r ie s  o r schoo ls  o f  though t: Regional E q u i l ib r iu m  or S e l f -  

Balance, Regional D is e q u i l ib r iu m  o r Regional Imbalance o r  

S p a t ia l P o la r iz a t io n ,  S t ru c tu ra l  Dependency o r S p a t ia l  

I n e q u a l i t y ,  and S ta te  P o l ic ie s  school o f  th o ugh t. Despite  th e  

la s t  school o f  thought is  no t ye t recognized in  the  f i e l d  o f  

re g io n a l s tu d ie s ,  I t h in k ,  t h i s  school o f  thought p rov ides  a 

reasonable e xp la n a t io n  f o r  unders tand ing  the  reg ion a l problem, 

e s p e c ia l ly  in  the  Indonesian c o n te x t .  The fo l lo w in g  s e c t io n s  

w i l l  e la b o ra te  these d i f f e r e n t  schoo ls  o f  though t.

Books, Oxford, 1986, pp. 49-65. Another approach that was also widely 
known is the "Basic Human Needs" approach, proposed for the f i r s t  time by 
Streeten, then adopted by the ILO and the World Bank. See, Streeten, Paul 
and Burki Shahid Javed, Basic Needs : Some Issues, World Oevalopmnt, Vol. 
6, 1978, pp. 411-421; Singh, A j i t ,  The ’ Basic Needs' Approach to  
Development vs The New International Economic Order : The Significance o f 
Third World Industria lization, World Dovelopment, Vol. 7, 1979, pp. 586- 
606.
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I .  REGIONAL SELF-BALANCE SCHOOL OF THOUGHT

The th e o r ie s  under the  um bre lla  o f  the  Regional S e l f -  

Balance school o f  thought base t h e i r  a n a ly s is  on the  

assumption o f  economic and re g ion a l e q u i l ib r iu m  and s t ro n g ly  

b e l ie v e  in  the  wisdom o f  the  i n v i s i b l e  hand o f  the  market in  

e f f i c i e n t l y  a l lo c a t in g  resources and gene ra t in g  p ro s p e r i t y .  

These th e o r ie s  share two common va lues . The f i r s t  i s  t h a t  in  

the e a r ly  stage o f  development, re g io n a l backwardness and 

d is p a r i t i e s  tend to  in c re ase , and d e c l in e  as the  economy e n te r  

in to  a phase o f m a tu r i ty .  Thus, f o r  these th e o r ie s ,  the  

problems o f  re g io n a l backwardness and d i s p a r i t i e s  are seen as 

a temporary p r ic e  o f  development th a t  has to  be pa id . F ie ld s ,  

f o r  in s tance , argues t h a t  in  the  e a r ly  stages o f  development 

e f f o r t s  re g io n a l d i s p a r i t i e s  tend to  inc rease  s in ce  reg ions  

w i th in  c o u n tr ie s  have t y p i c a l l y  unequal c a p a c ity  f o r  g row th . 

Hence, the argument goes, when development begins in  some o f  

these reg ions  o r is la n d s ,  re g io n a l b a r r ie r s  may be too  g re a t 

to  communicate the  growth s t im u lu s  to  o th e r  less  fo r tu n a te  

reg ions  o r is lands .?

Secondly, as a consequence o f  the  above assumption, the  

fu tu re  o f  re g io n a l backwardness and d i s p a r i t i e s  is  seen 

through an o p t im is t i c  lens in  th a t  re g io n a l e q u i l ib r iu m  w i l l

?. See, fo r example, J. G. Williamson, Regional Inequality and The 
Process o f National Development : A Description of Pattern, in L.
Needleman, (ed.), Regional Analysis, Pinguin Books, 1968. See also, Gary 
S. Field, Poverty, InoQuallty, and Development, Cambridge University 
Press, London, 1980, p.p. 66-67.
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be re s to re d . The mechanism in  b r in g in g  back re g io n a l 

e q u i l ib r iu m  is  b e lie ve d  to  be embedded in  market fo rc e s  so 

long they are p ro p e r ly  o p e ra t in g .  Th is  a ls o  means th a t  the  

p r in c ip le  reason behind the  p e rs is te n c e  o f  re g io n a l 

backwardness and d is p a r i t i e s  i s  roo ted  in  the  f a i l u r e  to  l e t  

the market fo rc e s  to  p ro p e r ly  work.

The aforem entioned b e l ie f s  are based on the  assumptions 

th a t  f i r s t ,  th e re  i s  a tendency f o r  both la b o r  and c a p i t a l  t o  

m ig ra te  to  the reg ions  in  which they earn the  h ig h e s t  

a t ta in a b le  p r o f i t  o r  wage. So, w h i le  la b o r  i s  b e l ie v e  to  move 

to  the  advanced reg ions  due to  the  h ig h e r  wages, c a p i t a l  in  

c o n tra s t  w i l l  f lo w  in to  la b o r - in te n s iv e  reg ions  o f  the  

p e r ip h e ry  to  maximize p r o f i t .  As a consequence, la b o r  becomes 

sca rce r in  the  p e r ip h e ra l  re g io n s ,  causing the  wage to  

inc rease . The second assumption is  t h a t  w i th  grow ing o u tp u t in  

the advanced reg ions  and m anu fac tu r ing  se c to rs  in  the  

p e r ip h e ra l  re g io n s ,  the  demand f o r  food and raw m a te r ia ls  from 

the  l a t t e r  w i l l  a ls o  in c re ase . Th is  tendency w i l l  u p l i f t  the  

per c a p i ta  income o f  the  p e r ip h e ra l  re g io n s .  The r e s u l t  i s  

o ppos ite  f lo w s  o f  la b o r  and c a p i ta l  and an increased demand in  

both a g r ic u l tu r e  and raw m a te r ia ls  r e s u l t s  in  s p a t ia l  

equ il ib r ium ® . Thus f o r  the  Regional S e lf -b a la n c e  school

. See, Dudley Seers, Theoretical Aspects of Unequal Development at 
Different Spatial Levels in Seers and Constantine Valtos, (ed.), 
Intagration and Unequal Development. The Experience o f  the EEC, The 
Macmillan Press Ltd., London and Basingstoke, 1980, pp. 10-11. See also, 
Stuart Holland, Capital Versus The Regions, The Macmillan Press Ltd., 
London and Basingstoke, 1976, p. 1.
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o f thought the problem o f re g io n a l backwardness and 

d is p a r i t i e s  is  a n a tu ra l and t r a n s i t i o n a l  procès th a t  every 

economy w i l l  pass th rough . Upon reach ing  a le v e l o f  m a tu r i ty  

in  i t s  development stages a l l  re g ion a l d i s p a r i t i e s  w i l l  

d isappear.

During the  process o f  t r a n s i t i o n ,  the  r a t i o  o f  n a tu ra l 

resources to  p o p u la t io n  and the  le ve l o f  p r o d u c t iv i t y ,  

determ ined by le v e l o f  technology,® and la b o r  q u a l i ty , '®  and 

supply and access to  markets' become c r i t i c a l  f a c to r s  in  

de te rm in ing  th e  e v o lu t io n  o f  an economy. These fa c to r s  are 

argued to  be the  keys in  d e te rm in ing  the  development o f  a 

re g ion . Converse ly , uneven d i s t r i b u t i o n  o f  n a tu ra l  resources, 

low le v e l o f  p r o d u c t i v i t y ,  the lack  o f  e n te rp re n e u rs h ip ,  and 

the f a i l u r e  to  e x p lo i t  and develop a re g io n ’ s g iven n a tu ra l  

resources are argued to  be the  causes o f  re g io n a l backwardness 

and d i s p a r i t i e s .  In  the  s h o r t - te rm s ,  re g io n a l d i s p a r i t i e s  may 

e x is t ,  and even become la r g e r .  In  the  lo n g - te rm s , however, 

market fo rc e s  w i l l  f i n d  t h e i r  own way to  b r in g  th e  c o n d i t io n  

o f  equi 1 ib r iu m . '*

Apart from the a forem entioned fa c to r s ,  the  le v e l o f  

e n tre p re n e u rsh ip  in  a reg ion  has been argued to  be the  key in

J. P. Cole, Development Gap . . . ,  Op. C it., p.p. 58-59.

'®. Economic Council of Canada, Living Together, Toronto, 1977.

" .  Ib id.

H.W. Richardson, Regional Growth Theory, MacMillan, London,1973,
p. 24.
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de te rm in ing  the development o f  a re g io n . In  t h i s  sense, the 

f a i l u r e  o f  e n tre p re n e u rsh ip  o r lack  o f  achievement 

o r ie n ta t io n '^  is  one o f  the  prime causes o f  the  backwardness 

o f  a reg ion , and by e x te n s io n , d e te rm in in g  reg iona l 

in e q u a l i t ie s .  The u n d e r ly in g  assumption i s  t h a t  le v e rs  o f 

economic growth are in n o v a t io n  and te c h n ic a l change. The lack 

o f  achievement o r ie n ta t io n  in  a reg ion  is  argued w i l l  r e s u l t  

in  a lack o f  in n o va t io n  and te c h n ic a l change, re ta rd in g  the  

le v e l o f  p r o d u c t iv i t y  o f  the  re g io n . As a consequence, the  

reg ion  cannot compete in  the  market, causing them to  be in  

s ta te  o f  backwardness. So i t  is  c le a r  th a t  the emergence o f 

s u f f i c i e n t  e n t re p re n e u r ia l  t a le n t  and achievement o r ie n ta t io n ,  

f o r  t h i s  th e o ry ,  are the  necessary c o n d i t io n s  to  b r in g  about 

development. As a consequence, i f  a reg ion  is  trapped in to  

undevelopment, i t  i s  s im p ly  due to  the  lack  o f  achievement 

o r ie n ta t io n  o f  the  p o p u la t io n  in  the  reg ion  in  q u e s t io n .

Geographic f a c to r s ,  such as the  s iz e  and the  n a tu re  o f  a 

coun try  and the d i s t r i b u t i o n  o f  n a t io n a l  resources and 

p o p u la t io n  are a ls o  b e lie ve d  to  have a c o n t r ib u t io n  to  

re g ion a l d i s p a r i t i e s .  As a p p l ie d  in  MacAndrew'^ and Asmara'^

\  Ray George, as cited by Henry Veltmeyer, The Capita list 
Underdevelopment of A tlan tic  Canada, in Robert J. Brym and R. James 
Sacouman, Underdevelopment . . .  Op. C it., p. 17.

Colin MacAndrew, et. a l . .  Regional Development Planning and 
Implementation in Indonesia, Evolution of National Policy, in R. P. Misra, 
(ed.), Regional Deveiopnent, Essays Honour o f Masahiko Honjo, Maruzen 
Asia, 1982, p.p. 43-47.

Asmara, Regional ...Op. Cit.
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in  the Indonesian c o n te x t ,  the  va s t area o f  Indones ia  --- the  

13th la rg e s t  coun try  in  the  w orld  in  terms o f  i t s  land s iz e  - -  

coupled w ith  i t s  na tu re  o f  being an a rc h ip e la g o  are among 

o th e r  b a r r ie r s  to  the development o f  the  o u te r  is la n d s .

The aforem entioned assumptions and arguments are 

re f le c te d  in  N e o -c la ss ica l Economic th e o ry .  T h is  th e o ry  bases 

i t s  a n a ly s is  on the  d i f f e r e n t  com parative advantages reg ions  

have in  p ro v id in g  goods and s e rv ic e s .  The u n d e r ly in g  argument 

is  t h a t  i t  is  im poss ib le  f o r  a reg ion  to  be s u p e r io r  over 

o the rs  in  the  p ro d u c t io n  o f  a l l  commodities. A reg ion  cannot 

produce a l l  commodities a t  lower cost.'® As a r e s u l t ,  the  

argument goes, w i th  economic development and the  in te g ra t io n  

o f  market f a c to r  re g io n a l d is p a r i t i e s  are reduced, and a 

c o n d i t io n  o f  re g io n a l s e l f -b a la n c e  is  ach ieved.

A v a r ia n t  o f  the  N e o -c la s s ic a l th e o ry ,  the  "S ta p le  

Theory", was developed f i r s t  by Haro ld  In n is  in  the  Canadian 

co n te x t ,  then e la b o ra te d  by Mel Watkins in  e x p la in in g  the  

economic growth o f  the  e a r ly  Canada. Th is  theo ry  assumes th a t  

development, in  the  form  o f  m u l t i p le - e f f e c t s ,  is  re la te d  

th rough backward l in k a g e s ,  t o  the  p ro d u c t io n  and e x p o r t  o f  

s ta p le s  based on re g io n a l n a tu ra l  resource endowments. I t  

im p l ie s  th a t  re g io n a l income is  e s s e n t ia l l y  a fu n c t io n  o f  

re g io n a l e x p o rt  performance. Watkins argues th a t  e a r ly

Ohlin as extracted in Holland, Op. C / t . , 12-3.

D. K. Forbes, The Geography o f Underdevelopment, A C r it ic a l 
Survey, Croom Helm, London, 1984, p. 114.
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Canadian economic growth has to  be understood in  terms o f  a 

fa s t -g ro w in g  e xpo rt s e c to r  based on lo c a l n a tu ra l  resources. 

T h is ,  accord ing  to  him, induces an a cce le ra te d  ra te  o f  

investm ent and an in f lo w  o f  la b o r  and c a p i ta l  resources in to  

the  s ta p le  se c to r  and p rov ide s  o p p o r tu n i t ie s  and inducements 

f o r  in d u s t r ie s  in  o th e r  s e c to rs  to  meet the  growth in  demand 

f o r  consumption goods a r is in g  from the  h ig h e r persona l incomes 

generated in  the s ta p le  sectors.'®

I t  is  im p o rta n t to  understand the  S ta p le  th e o ry  in  the  

c o n te x t  o f  Canada’ s c o lo n ia l  h is t o r y .  The a b i l i t y  to  develop 

and e x p lo i t  lo c a l n a tu ra l  resources'® f o r  t ra d e  w ith  the  

B r i t a in ,  then the  USA, coupled w i th  th e  in t r o d u c t io n  o f  

c a p i ta l is m  and r a i l r o a d s  were the  p r in c ip le  reasons f o r  the  

e a r l i e r  Canadian ( th e  m ig ran ts  from Europe) to  s u s ta in ,  even 

improve t h e i r  s tandard o f  l i v i n g  and to  a d ju s t  t o  the  new 

environment. These a ls o  e x p la in  why t h i s  co lony  (Canada) was 

s t i l l  in  the ce n te r  o f  western c i v i l i z a t i o n  and was no t 

trapped in to  the s ta te  backwardness. I  hope i t  i s  c le a r  by now 

th a t  f o r  the S tap le  th e o ry ,  the  a b i l i t y  01 a re g io n  to  develop 

and e x p lo i t  i t s  n a tu ra l  resources f o r  t ra d e  is  seen as the  

e q u a l iz in g  power toward re g io n a l e q u i l ib r iu m .  The backwardness 

o f  a re g io n , th e re fo re ,  is  s im p ly  due to  a la c k  o f  development

'®. M.H. Watkins, A Staple Theory of growth, Canadian Journal o f  
Economics and P o lit ic a l Scienco, Vol. 29, 1963; M.H. Watkins, The Staple 
Theory Revisited, . . . .  H. Innis, The Importance of Staple Products....

'* The f i r s t  Industry developed was the fishery, then fu r ,  lumber, 
pulp and paper industry, gold, wheat and etc.
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and o f  e x p lo i t a t io n  o f  re g io n a l resources w i th in  l i m i t s  

e s ta b l is h e d  by geographic and te c h n o lo g ic a l  f a c t o r s . 20 ^

The Regional S e lf -B a la n ce  school o f  th ough t, however, 

e s p e c ia l ly  the  N e o -C lass ica l th e o ry ,  i s  c r i t i c i z e d  in  a number 

o f  ways. F i r s t ,  i t  assumes the  absence o f  market d i s t o r t i n g  

m o n o p o l is t ic  e x p lo i t a t io n  o f  backward re g io n s ’ customers and 

the  absence o f  s t r u c t u r a l  b a r r ie r s  th a t  p reven t p e r ip h e ra l  

r e g io n s ’ e xp o rts  and la b o r  to  move f r e e ly .  The second is  t h a t  

t r a n s p o r t  c o s t ,  in c lu d in g  fa re s  are n e g l ig ib le .  T h ird ,  i t  i s  

assumed th a t  th e re  are s t r u c t u r a l  impedements to  the  movement 

o f  la b o r ,  such as land tenu re  system, la b o r  le g is la t io n  and 

poor e d u ca t io n a l f a c i l i t i e s .  Fou rth , i t  re q u ire s  f u l l  

employment in  th e  core  re g io n s .  F i f t h ,  labo r i s  assumed to  be 

homogeneous, s i x t h ,  in fo rm a t io n  i s  u n iv e rs a l ly  a c c e ss ib le ;  and 

f i n a l l y ,  economic r a t i o n a l i t y  p r e v a i l s . 2' A l l  o f  these 

requ irem ents  are im poss ib le  t o  be met. However, the  

im p o s s ib i l i t y  to  f u l f i l  the  a forem entioned requ irem ents is  no t 

the  o n ly  reason f o r  those who cha llenge  the Regional S e l f -  

Balanced th e o ry .  F lem ing, f o r  example, focuses h is  c r i t i c i s m  

o f  ig n o r in g  the  supp ly  s id e  and the  overemphasis o f  the demand 

s id e  as the  problem by t h i s  school o f  th o u g h t .22 o th e rs  see 

t h a t  R e g io n a l-S e lf  Balanced th e o ry  as im p ly in g  a c losed  

economy in  which a la rg e  p u b l ic  s e c to r  i s  re q u ire d  and

2®. Veltmeyer, Op. Cit.

2* Seers in Seers and Valtos, Op. C it., p. l l .  

22 Fleming in Sundaram, Op. C it. , p. 32.
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r e q u i r in g  resources which an underdeveloped co u n try  cannot 

posseses.^ The d is s a t i s f a c t io n  w ith  the  re g io n a l S e l f -  

Balanced th eo ry  led to  the  emergence o f  the  S p a t ia l  

P o la r iz a t io n  School o f  thought which became th e  dominant theme 

in  the  la te  1950s.

I I .  THE REGIONAL IMBALANCE SCHOOL OF THOUGHT

In  c o n t ra s t  to  the  Regional S e lf -B a la n c e  th e o ry ,  the  

th e o r ie s  grouped under the  Regional Imbalance um bre lla  argue 

th a t  unequal development is  in h e re n t  in  the  w ork ing  o f  market 

fo rc e s .  They approach the  problem o f  re g io n a l d i s p a r i t i e s  from 

the p e rsp e c t ive  which assume re g io n a l imbalance, f a c t o r  

d is e q u i l ib r iu m ,  and market re a l is m . Unequal development among 

reg ions  i s  argued to  be c h ro n ic  and " (e )a ch  re in fo rce m e n t o f  

a c o n c e n tra t io n  o f  income c re a te s  in  tu rn  e x te rn a l  economies 

lead ing  to  f u r t h e r  c o n c e n t r a t io n ' . ^  The o p e ra t io n  o f  th e  

market fo rc e s  a t t r a c t  c a p i t a l ,  labo r as w e ll  as the  p r o f i t s  to  

m ig ra te  in to  the  core re g io n s ,  le a v in g  th e  less-deve loped  

reg ions  on the  s id e l in e s .

A r th u r  Lewis concieved the  "dual economy" model o f  

development as t r a n s fe r r in g  s u rp lu s  la b o r  from  the  t r a d i t i o n a l

Sundaram, Ibfef,

Seers in Seers and Valtos, Op. Oft., p. 11.
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a g r i c u l t u r a l  se c to r  t o  the  modern in d u s t r ia l  s e c to r^ .  During 

t h i s  process he s ta te s  th a t  "development must be in e g a l i t a r ia n  

because i t  does not s t a r t  in  every p a r t  o f  an eoonomy a t  the  

same t i m e . T h e  u n d e r ly in g  argument is  t h a t  growth takes 

p laces in  in d u s t r ia l  enc laves, surrounded by t r a d i t i o n a l

a c t i v i t i e s .  In  t h i s  s i t u a t io n ,  the  t r a d i t i o n a l  s e c to rs

b e n e f i t s  from the  development o f  them in  v a r io u s  ways.^ For 

Lewis re g io n a l d i s p a r i t i e s  d e r iv e  from the  f a i l u r e  o f  

h o r iz o n ta l  spread from the  enclaves to  the  t r a d i t i o n a l  s e c to rs  

due to  the  i n a b i l i t y  o f  the  l a t t e r  to  respond to  economic

o p p o rtu n it ie s^® .

The problem o f  re g io n a l backwardness and d i s p a r i t i e s ,  

th e re fo re ,  is  b e lie ve d  to  be due to  s t r u c tu r a l  problems

in h e re n t  in  th e  c a p i t a l i s t  system. The work ing  o f  market 

mechanism a t  the  in t e r n a t io n a l ,  n a t io n a l and sub n a t io n a l 

le v e ls ,  is  the  key to  unders tand ing  and e x p la in in g  the  causes 

o f  re g io n a l backwardness and in e q u a l i t ie s .  U n l ike  the  Regional

Arthur W. Lewis, The Dual Economy Revisited, in The Manchester 
School o f  Economic and Social Sttàdies, No. 3, September, 1079, p.p. 111- 
229.

W. Arthur Lewis, Development and Distribution, in Alec Cairncross 
and M, Puri, (ed.), Employment, . . .  Op. C it., p. 26.

Ib id .,  p.p. 26-29. He l is ted  seven ways by which the development 
of enclaves enrich the trad it iona l sectors, such as in providing jobs 
opportunities, se ll ing  the cheap commodities and services to the 
trad it iona l sectors, etc. He also l is ted  six p o ss ib il i t ies  by which the 
development of enclaves may be harmful fo r the trad it iona l sectors, such 
as the product of enclaves may compete and destroy trad it iona l traders, 
geographic polarization, e tc .; lewis. Ib id,

Ib id . p.p. 28 and 31.
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S e lf-b a la n ce  th e o ry ,  the  Regional Unbalanced th e o ry  see 

re g iona l backwardness and d is p a r i t i e s  as the  permanent 

fe a tu re s  th a t  o n ly  can be c o r re c t  th rough government 

in te rv e n t io n .  The p e rs is te n c e  o f  re g io n a l backwardness and 

d is p a r i t i e s  above are caused by the  c e n t r ip e ta l  tendency o f  

c a p i t a l ,  labo r as w e l l  as p r o f i t s  t o  g r a v i ta te  to  th e  core 

reg ions . Th is  c e n t r ip e ta l  tendency can o n ly  be reduced through 

p ro v id in g  economic o p p o r tu n i t ie s  o u ts id e  the  co re  re g ion s  in  

the form o f  a r t i f i c i a l l y  c rea ted  c o u n te r -p o le s ,  b e lie ve d  to  

have a c e n t r i f u g a l  tendency. I t  i s  argued t h a t  once these 

a r t i f i c i a l  co u n te r-p o le s  are e s ta b l is h e d ,  they  are  s u f f i c i e n t  

enough to  a t t r a c t  c a p i ta l  and la b o r  to  e n te r  in t o  these areas.

The n o t io n  o f  the  Regional Unbalanced school o f  thought 

e x is ts  in  a number o f  th e o r ie s .  One o f  them focuses i t s  

a n a ly s is  on g lo b a l i n d u s t r i a l i z a t i o n  based on fo rc e s  o f  

s p a t ia l  c o n c e n tra t io n  and d i f f u s i o n . ^  The u n d e r ly in g  

assumption i s  t h a t  th e re  is  a tendency toward s p a t ia l  

in e q u a l i t y  in  the  o p e ra t io n  o f  the  c a p i t a l i s t  market. 

S t i l w e l l ,  f o r  in s ta n ce , s ta te s  th a t .

" (o )n c e  re g io n a l i n e q u a l i t ie s  deve lop , th e  w ork ings  
o f  the  market and the  m ig ra t io n  o f  c a p i t a l  and 
la b o r  in  p a r t i c u la r  tend n o t t o  r e s u l t  in  the  
re d u c t io n  o f  in e q u a l i t ie s .  C o n tra ry  t o  th e  genera l 
p r e d ic t io n  o f  n e o -c la s s ic a l  economics, any tendency

For further discussion see, Michael Storper, Industrialization and 
the Regional Question in the Third World: Lessons of Postimperial ism; 
prospect of Pc t-Fordism, Intarnatlonal Journal of Urban and Regional 
Research, 14, 3, 1990, pp. 423-44; Michael Ray, Canadian Urban Trends, as 
cited by Veltmeyer, Loc. Cit.
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toward re g io n a l balance is  o f f s e t  by pow erfu l 
c o u n te r- te n d e n c ie s  toward imbalance"

P a r a l le l  to  S t i l w e l l ’ s ideas, H o lland  argues th a t  

re g io n a l d i s p a r i t i e s  in  the  f lo w  o f  la b o r  and c a p i ta l  are 

generated through the  f re e  o p e ra t io n  o f  the  market mechanism 

in  c a p i t a l i s t  s o c ie ty ,^ '  and th a t  these f lo w s  tend to  cumulate 

d i s p a r i t i e s . 32 H o lland  focuses h is  a n a ly s is  on the  dominant 

p o s i t io n  o f  m o n o p o lis t ic  f i rm s  in  c a p i t a l i s t  economies today, 

marked by th re e  d i f f e r e n t  types o f  f i r m s :  the  m u l t in a t io n a l  

and n a t io n a l f i rm s  o f  the  more developed re g io n s , and the  

t r a d i t i o n a l  f i rm s  o f  the  le ss  developed re g io n s .  He argues 

t h a t  the  f i rm s  o f  le ss  developed reg ions  s u f f e r  from low 

re g io n a l incomes, sav ings , investm ent, and are v ic t im iz e d  by 

th e  c o n t in u in g  u n f a i r  market t a c t i c s  o f the  m u l t in a t io n a l  and 

n a t io n a l f i r m s .  As a r e s u l t ,  re g io n a l dua lism  becomes 

s o l i d i f i e d  and aggravated where the  t r a d i t i o n a l  f i rm s  o f  less 

developed re g ion s  lag b e h in d .33

M y rd a l, one o f  the  le a d in g  f ig u re s  on the  Regional 

Unbalanced th e o r ie s ,  developed the  idea o f  "Cum ulative  

Im balance", c o n c e n tra t in g  in  concepts o f  backwash and spread 

e f f e c t s  to  e x p la in  the  problem o f  in te r re g io n a l  d i s p a r i t i e s  in

3 . S t i lw e ll ,  as cited by Forbes, Op. C it., pp. 114-15.

3'. Holland, Op CH., 1976, p.p. 54, 145, 169.

32. Ib id ., pp. 74, 84, 91, 96, 129, 140-42, 144, 146, 150-51.

33. Ib id ., pp. 141-146.



93

deve lop ing  c o u n t r i e s . F o r  M yrda l, the o p e ra t io n  o f  f re e  

market mechanism in  the  deve lop ing  c o u n t r ie s  i s  the key to  

understand the  imbalance in  the  use o f  re g io n a l resources. The 

backwash e f fe c ts  opera te  th rough p o p u la t io n  m ig ra t io n ,  tra d e  

and c a p i ta l  movements. The spread e f f e c t s  work m ain ly  through 

tra d e  v ia  in te r r e g io n a l  co m p le m e n ta r i t ie s .  According to  

M yrdal, the  backwash e f f e c t s  are s t ro n g e r  in  which la b o r,  

t ra d e  and c a p i t a l ,  as w e l l  as p r o f i t s ,  g r a v i ta te  to  the  

i n d u s t r i a l l y  developed areas. T he re fo re  he concludes t h a t  the  

more developed reg ions  experience  cum u la t ive  grow th, the  less  

developed areas experience  a n e g a t ive  e f f e c t .

A s im i la r  theo ry  to  M y rd a l ’ s ,  e s p e c ia l ly  in  respec t to  

the way the economic development in f lu e n c e s  reg ions  in  a 

coun try  has a lso  been developed by Hirschman. Hirschman 

b e lie ve s  th a t  economic growth is  n e c e s s a r i ly  an unbalanced 

process and takes p lace th rough  a cha in  o f  d is e q u i1i b r i a .  He 

argues th a t  the  expansion o f  one in d u s t ry  c re a te s  e x te rn a l 

economies f o r  o th e rs .  Economic growth is  b e lie ve d  to  be 

communicated from the  le a d in g  s e c to rs  o f  the  economy to  

o th e rs .  Hirschman emphasizes i n t e r - in d u s t r y  fo rw ard  and 

backward l inkages w ith  le a d in g  in d u s t r ia l  s e c to rs  p u l l i n g  the  

o th e r  s e c to rs  a long. In  H irschm an’ s a n a ly s is ,  the  t r ic k le -d o w n  

e f fe c ts  b e n e f i t  the  process o f  development o f  the  backward 

reg ions  th rough p roduc t and fa c to r  in p u t  demand p u l l s  from the

Gunnar Myrdal, economic Theory and Under^Developed Regions, 
Methuen, London, 1964, pp. 26-36.
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d e v e l o p e d  r e g i o n .  T h i s  i s  c o n s i d e r e d  a s  a n  e v o l u t i o n a r y  

p h e n o m e n o n .  H o w e v e r ,  i n  t h e  l o n g - r u n ,  t h e  p o l a r i z a t i o n  o f  

b a c k w a r d  a n d  d e v e l o p e d  r e g i o n s  r e f l e c t e d  i n  c a p i t a l  a n d  l a b o r  

m o v e m e n t ,  i n c l u d i n g  b r a i n  d r a i n  w i l l  c a u s e  p u b l i c  i n v e s t m e n t  

t o  m o v e  i n t o  b a c k w a r d  r e g i o n s ,  l a r g e l y  b e c a u s e  o f  

c o n s i d e r a t i o n s  o f  e q u i t y  a n d  n a t i o n a l  u n i t y .  T h e r e f o r e ,  

r e g i o n a l  d i s p a r i t i e s  w i l l  t e n d  t o  d i s a p p e a r  d u e  t o  g o v e r n m e n t  

i  n t e r v e n t i o n .

U n l i k e  M y r d a l  w h o  s e e s  t h e  l o n g - r u n  e f f e c t s  o f  u n e q u a l  

d e v e l o p m e n t  w i l l  b e  h a r m f u l  f o r  b a c k w a r d  r e g i o n s ,  H i r c h m a n  

s e e s  t h e  l o n g - r u n  e f f e c t  t h r o u g h  m o r e  o p t i m i s t i c  w a y s .  

A c c o r d i n g  t o  h i m ,  u n i f o r m  d e v e l o p m e n t  o v e r  a  w h o l e  c o u n t r y  

w i l l  t a k e  p l a c e ,  i n e v i t a b l y  b u t  g r a d u a l l y ,  a n d  w i l l  b e  b r o u g h t  

a b o u t  t h r o u g h  t r i c k l i n g - d o w n  e f f e c t s .  I t  a l s o  p r e s u m e d  t h a t  

s t a t e  w i l l  i n t e r v e n e  t o  i n f l u e n c e  t h e  g r o w t h  o f  i m b a l a n c e s  

w h e n e v e r  t h e  n o r m a l  m a r k e t ’ s  m e c h a n i s m  p r o v e s  i n a d e q u a t e .

A n o t h e r  e x p o n e n t  o f  S p a t i a l  P o l a r i z a t i o n  t h e o r y  i s  

P e r r o u x  w h o  c o n c e n t r a t e s  h i s  a n a l y s i s  o n  e c o n o m i c  g r o w t h  a n d  

i n t e r a c t i o n  a m o n g  i n d u s t r i a l  s e c t o r s .  H e  a r g u e s  t h a t  t h e  

s p a t i a l  d i s t r i b u t i o n  o f  e c o n o m i c  a c t i v i t i e s  t e n d s  t o  p r o m o t e  

t h e  c o n c e n t r a t i o n  o f  g r o w t h  i n  s o m e  a r e a s  a t  t h e  e x p e n s e  o f  

o t h e r s . P e r r o u x ’ s  u n d e r l y i n g  a r g u m e n t  i s  t h a t  g r o w t h  d o e s  

n o t  t a k e  p l a c e  e v e r y w h e r e  a t  t h e  s a m e  t i m e .  R a t h e r ,  i t  

m a n i f e s t s  i n  p o i n t s  o r  g r o w t h  p o l e s  a n d  i t  s p r e a d s  t h r o u g h

P e r r o u x  as  s u m m a r i z e d  i n  H o l l a n d ,  Op. CH.,  p .  4 9 .
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d i f f e r e n t  channels th rough the  economy as a w h o l e . T h e  

im p l ic a t io n s  are number o f  po les  based on d i f f e r e n t  resource 

endowments, may s im u lta n e o u s ly  occur. He s tre sse s  the  

importance in  the  development process o f  e n t re p re n e u r ia l  

in n o v a t io n s  to  e s ta b l is h  dynamic po les w ith  government support 

to  ensure the  c e n t r i f u g a l  tendency o f  c a p i t a l ,  la b o r  and 

p r o f i t s  do no t occur. He b e l ie v e s  t h a t  in  due course a grow th- 

po les s t ra te g y  can e l im in a te  p o la r i z a t io n  sources in  fa v o r  o f  

less-deve loped re g ion s ,

I I I .  THE STRUCTURAL DEPENDENCY SCHOOL OF THOUGHT

The t h i r d  group o f  th e o r ie s  re la te s  t o  the  S t ru c tu ra l  

Dependency school o f  th o u g h t.  T h is  school o f  th o u g h t,  w h i le  

they share the same assessment o f  market fo rc e s  as the  

Regional Imbalance th e o r ie s ,  they do no t share the  o p t im is t i c  

outcome o f  government in te r v e n t io n .  Th is  school o f  though t 

views the problem o f  re g io n a l underdevelopment and d i s p a r i t i e s  

as the  necessary c o n d i t io n s  f o r  the  development o f  the  

c a p i t a l i s t  c e n te rs .  These re g io n a l problems are the  te rm in a l 

process o f  g lo b a l ly  work ing  o f  market fo rc e s .  Regional 

underdevelopment and d i s p a r i t i e s  are  the  u l t im a te  p r ic e s  pa id

F. Perroux, Economic Space: Theory and Application In J. Friedman 
and W. Alonso, Regional Development and Planning: A Reader, Cambridge, 
Mass., 1964.

Perroux as summarized in Holland, Op. O it., pp. 49-60.
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by p e r ip h e ra l reg ions  f o r  the  sake o f  development in  

c a p i t a l i s t  ce n te rs . There i s  no way to  b r in g  back re g io n a l 

e q u i l ib r iu m  w ith o u t  w ithd raw a l from the  c a p i t a l i s t  system and 

pursue an a l t e r n a t iv e  development.

One o f  the th e o r ie s  under t h i s  school o f  thought focuses 

i t s  a n a ly s is  on h i s t o r i c a l  c o n d i t io n s  o f  i n s t i t u t i o n a l  and 

s o c ia l  f a c t o r s . 39 This can be in fe r r e d  from the  premise th a t  

development investm ent in  a sem i-feuda l s o c ie ty  is  monopolized 

by the  upper c la ss  o r  w ea lthy  re g io n . The poor peop le  o r  

re g io n s , o n ly  get the  investm ent as re s id u a ls  th rough a s e r ie s  

o f  middlemen. The d e s ire  to  over consume combined w i th  v u lg a r  

d is p la y  o f  w ea lth  by the  upper c la s s  w i th in  the  core re g io n s ,  

are assumed to  be the  c h a r a c te r is t ic s  o f  t h i s  type  o f  s o c ie ty  

which are re sp o n s ib le  f o r  the  emergence o f  the  problems o f  

d i s p a r i t i e s  and p o v e r ty .3® Furtherm ore , t h i s  th e o ry  argues 

t h a t  the  problem o f  development is  no t merely the  q u e s t io n  o f  

how much is  produced, ra th e r  i t  is  what and how i t  is  produced 

s ince  i t  is  b e lie ve d  t h a t  " i n s t i t u t i o n s  which c re a te  growth 

are no t n e u tra l  as per d i s t r i b u t i o n .

A q u i te  d i f f e r e n t  th e o ry  emerged from the  U n ite d  N a tions  

Economic Commission f o r  L a t in  America {ECLA), known as the  

C e n tre -P e r ip h e ry  th e o ry .  The lead ing  f ig u r e s  in  fo rw a rd in g

33. See, fo r example, R. P. Misra, Development Issues o f Our Time, 
Concept Publishing Company, New Delhi, 1985.

39 Ib id. p. 142.

Kuitenbrouwer 
by Misra, Ib id ., p. 143.

33. Kuitenbrouwer, On Concept and Process of Marginalization, as cited
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t h i s  theo ry  are Raul P reb isch  and Hans S inger (even he never 

worked w ith  the  ECLA), Both o f  them have been re fe r re d  to  as 

"p io n e e rs "  in  the  f i e l d  o f  in te rn a t io n a l  development economics 

by the  W orld Bank^K

The th e o ry  grounds i t s  a n a ly s is  on the  concept o f  w orld  

system in  which the  deve lop ing  c o u n tr ie s  are locked in  a 

system o f  e x p lo i t a t i v e  in te rn a t io n a l  economic r e la t i o n  which 

is  P reb isch c a l le d  the  " c e n t re -p e r ip h e ry "  sys tem .^  A lthough 

t h i s  theo ry  o f  c e n tre -p e r ip h e ry  system does no t d i r e c t l y  deal 

w i th  the  domestic re g io n a l problems, i t  is  a u se fu l to o l  to  

look a t  the  e x te rn a l causes o f  underdevelopment o f  a co u n try  

o r  group o f  c o u n t r ie s .  The th eo ry  views domestic re g io n a l 

d i f fe re n c e s  as p a r t  o f  a la rg e r  g lo b a l p rocess. A lso , 

P re b is c h ’ s a n a ly s is  o f  the  causes and the  p e rs is te n c e  o f  

in e q u a l i t ie s  among c lasses  w i th in  the  p e r ip h e ry  i s  a u se fu l 

one s ince  most o f  th e  upper c la s s  who b e n e f i t  from development 

e f f o r t s  l i v e  in  the urban ce n tre s  o f  the  p e r ip h e ra l  c o u n t r ie s .  

Th is  means, the  p e r ip h e ry  o f  the  p e r ip h e ra l  c o u n t r ie s  are 

excluded from the  " f r u i t s  o f  development".

In  h is  e a r ly  w r i t in g s ,  P reb isch  fo rm u la te d  two main 

th e o r ie s .  The f i r s t  r e la te d  to  an increase  in  the  lo n g -te rm  

d is e q u i l ib r iu m  in  the  w o r ld  economy due to  what H a r r is  c a l le d

Q. H. Meier and 0. Seers, (ed.). Pioneers in Development, Oxford 
University Press, London, 1984.

Raul Prebisch, Five Stages in My Thinking On Development, in 
Ib id .,  p. 176; Dependency, Interdependency and Development, CEPAL Review, 
No. 34, Ap r i l,  1988, pp. 197-9; Towards A Theory of Change, CEPAL Review,
No. 10, April,  1980, pp. 188-9.
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■■ i n n e r-d i rec ted  deve lopm ent"^ in  the  c a p i t a l i s t  c e n te rs ,  

e s p e c ia l ly  in  the  USA. A f te r  e s ta b l is h in g  hegemonic powers 

over the  economic system the  US cou ld  pursue i t s  own domestic 

in t e r e s t  a t  the  expense o f  o th e r  re g ion s  w i th  minimal 

repercussions**. The second th e o ry  proposed by Preb isch and 

a lso  Singer*® is  the  th e o ry  o f  what L e v i t t  c a l le d  "adverse 

term o f  tra d e  f o r  p r im ary  e x p o r te r s , "*® i . e .  d e c l in in g  terms 

o f  t ra d e .  Accord ing  to  t h i s  th e o ry ,  the  e x p o r te rs  o f  

manufactured goods, in  the  c e n tre s ,  had a monopoly o f  the  

supply  o f  such goods and cou ld  th e re fo re  c o n t ro l  the  p r ic e s .  

In  c o n t ra s t ,  p e r ip h e ra l  c o u n t r ie s  are g e n e ra l ly  the  e xp o r te rs  

o f  a g r i c u l t u r a l  and raw m a te r ia ls  and fu n c t io n  in  c o m p e t i t iv e  

m arkets. The tendency o f the  p r ic e  o f  t h e i r  e xp o rts  is  to  

decrease,*f T he re fo re  to  im port i n d u s t r ia l  goods from the  

ce n te r  means t h a t  c o u n t r ie s  have to  produce c o n t in u a l ly  more 

e xpo rts  w i th  the  p a ra d o x ica l consequence o f  reduc ing  the  p r ic e  

o f  the  commodity due to  the  i n e l a s t i c i t y  o f  demand fo r

Nigel Harris, The End o f The Third Morld, Newly Indus tria liz ing  
Countries and The Decline o f  An Ideology, Pinguin Books, London, 1986, p. 
16.

**. Ib id.

*®. H. W. Singer, The Term o f Trade Controversy and The Evolution of 
Soft Financing : Early Years in Tte U.N., in Meier and Seers,
Pioneers  Op. C it . , 273-288.

*®. Kari Lev itt, Debt, Structural Adjustment and Development, Looking 
to the 1990s, Economic and P o lit ic a l Weekly, July 2 lth , 1990, p. 1586,

* \  This was expressed in various ways by Prebisch, Pioneers..., Op.
at.
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a g r i c u l tu r a l  good and i aw m a te r ia ls ^ .  Added to  t h i s  

in e q u a l i t y  is  the  r o le  o f  t ra n s n a t io n a l  c o rp o ra t io n s  in  

sucking economic su rp lu s  from the p e r i p h e r y * ^  and 

p r o t e c t io n is t  tendenc ies in  the c e n t r e s . *0 Furthermore the 

a p p l ic a t io n  o f  c a p i ta l  in te n s iv e  techno logy in  the  process o f 

i n d u s t r ia l i z a t io n  created  fewer jobs  in  c o u n t r ie s  w i th  su rp lu s  

labor s u p p l ie s .  The r e s u l t  o f  these g loba l in te r a c t io n s  kept 

the pe r iph e ry  on the  s id e l in e s  o f  the  development process®'.

What can be drawn from Prebisch argument is  t h a t  the 

u n d e r ly in g  fa c to r  de te rm in ing  underdevelopment o f  a n a t io n  is  

a p a r t  o f  a g loba l process embedded in  the  in te r n a t io n a l  

economic s t r u c tu r e .

I n t e r n a l l y ,  the process o f  c a p i ta l  accum u la tion  a t  the 

p e r iphe ry  is  u n l ik e ly  due to  c la im s upon the  s u rp lu s  by both 

the labo r fo rc e  and the s ta te  in c lu d in g  f o r  m i l i t a r y  

s p e n d i n g . T h e  s o c ia l  aspects o f  p e r ip h e ra l  are a lso  

n e g a t iv e ly  a f fe c te d  by the wea lthy c lasses  "premature 

im i t i a t i o n  consumption" p a t te rn s  o f  the  c e n tre .  Ins tead  o f  

re in v e s t in g  the  p r o f i t s  in to  p ro d u c t iv e  c a p i t a l ,  the  e l i t e

Prebisch, Dependency, Interdependency..., Op. C it., p. 1 9 8 .

Prebisch, Dependence, Interdependence,...Qp. Cit. p. 198; Toward 
A Theory...., Op. C it., p. 1 9 2 .  See also, Jagdish N. Bhagwati, Comment in 
Pii leer.. . . ,  Op. C it., p. 203.

Prebisch, Pioneers..., Op. Cit.

Prebisch, Dependence Op. C it., 1 9 8 - 9 .

Prebisch, Toward . . . ,  Op. C it., 1 5 6 .  See also, Albert Fishlow, 
Comment, n Pioneers  Op. C it., p. 1 9 5 .
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c l a s s  b u y  c o n s u m p t i v e  c a p i t a l  p r o d u c t s  f r o m  d e v e l o p e d  

c o u n t r i e s  o r  a r e  i n v o l v e d  i n  s p e c u l a t i v e  m o n e y  m a r k e t s .  I t  i s  

q u i t e  c l e a r  t h a t  p r e m a t u r e  i m i t a t i o n  c o n s u m p t i o n  p a t t e r n s  

a g g r a v a t e s  t h e  p r o c e s s  o f  c a p i t a l  a c c u m u l a t i o n  i n  p e r i p h e r a l  

c o u n t r i e s ,  l e a d i n g  t o  t h e  c a p i t a l  s h o r t a g e .  S i n c e  t h e  

a v a i l a b i l i t y  o f  c a p i t a l  i s  o n e  o f  t h e  m a i n  f a c t o r s  f o r  

d e v e l o p m e n t ,  a  c a p i t a l  s h o r t a g e  l i m i t s  t h e  p o s s i b i l i t i e s  o f  

t h e  p e r i p h e r a l  c o u n t r i e s  t o  d e v e l o p .

A l t h o u g h  P r e b i s c h ’ s  m a i n  f o c u s  i s  o n  u n e q u a l  d i s t r i b u t i o n  

a m o n g  c l a s s e s ,  t h e  f a c t  t h a t  t h e  u p p e r  c l a s s  i s  u s u a l l y ,  i f  

n o t  a l w a y s ,  c o n c e n t r a t e d  i n  t h e  c e n t r e  o f  e c o n o m i c  a n d  

p o l i t i c a l  a c t i v i t i e s  i m p l i e s  t h a t  r e g i o n a l  d i s p a r i t i e s  w i l l  

e m e r g e .  L i k e  a  m a g n e t ,  t h e  c o n c e n t r a t i o n  o f  e c o n o m i c ,  

p o l i t i c a l ,  a n d  s o c i a l  a c t i v i t i e s  a t  t h e  c e n t e r  p r o v i d e s  

f a v o r a b l e  c o n d i t i o n s  f o r  t h e  m i g r a t i o n  o f  t h e  b e t t e r - o f f  

p e o p l e  f r o m  t h e  p e r i p h e r a l  r e g i o n s  t o  t h e  c e n t r e s .  I n  t h e  e n d ,  

w h i l e  t h e  c e n t e r  d e v e l o p s ,  t h e  p e r i p h e r a l  r e g i o n s  e x p e r i e n c e  

t h e  r e v e r s e  t e n d e n c y .  U n d e r d e v e l o p m e n t  o f  t h e  p e r i p h e r a l  

r e g i o n s  b e c o m e  t h e  l o g i c a l  c o n s e q u e n c e ,  s o  d o e s  t h e  

p e r s i s t e n c e  o f  r e g i o n a l  d i s p a r i t i e s .

T h e  m o r e  r a d i c a l  a n a l y s i s  e m e r g e s  f r o m  t h e  l e f t  w i n g .  

D e p e n d e n c y  , h e o r y ^ ^  t r e a t s  t h e  p r o b l e m  o f  u n d e r d e v e l o p m e n t  a s  

t h e  p r o d u c t  o f  a  s i n g l e  h i s t o r i c a l  p r o c e s s  o f  t h e  d e v e l o p m e n t

See, Andre Gunder Frank, The Development of Underdevelopment, in
Charles K. Wilber, (ed.), The p o li t ic a l Bconmy o f Development and
Underdevelopment, pp. 109-120; David F. Ruccio and Lawrence H. Simon, 
Radical Theories o f Development: Frank, The Modes of Production School,
and Amin, in Ib id. p.p. 121-179; Veltmeyer, Op. C it., p.p. 18-19.
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o f  c a p ita l is m .^ *  Dependency th e o ry  came in to  e x is te n ce  in  the 

mid-1960s. I t s  most popu la r w r i t in g  has been assoc ia ted  w ith  

F rank ’ s search f o r  a Theory o f  Underdevelopment.

U n like  the M a rx is t  or the N e o -c la s s ic a l p e rs p e c t ive s  th a t  

view the economy o f  the  t h i r d  w orld  as a "dual economy, 

Dependency theo ry  b e l ie ve s  th a t  a l l  economies in  the  w orld  are 

l in k e d  to  the  c a p i t a l i s t  system through what Frank c a l le d  the 

m e t r o p o l i s - s a t e l l i t e  r e l a t i o n s . I n  o th e r  words, th e re  is  

o n ly  a s in g le  economic system th a t  t r u l y  ope ra tes  on the  

g lo b a l s ca le ,  th a t  is  c a p i ta l is m :

" I  am c o n f id e n t  t h a t  fu tu re  h i s t o r i c a l  research 
w i l l  co n f irm , th a t  the  expansion o f  the  c a p i t a l i s t  
system over the past c e n tu r ie s  e f f e c t i v e l y  and 
e n t i r e l y  pene tra ted  even the  a p p a re n t ly  most 
is o la te d  se c to rs  o f  the  underdeveloped world".® '

Metropol i s - s a te l  1 i te  r e la t io n s  are asym m etrica l r e la t io n s  

o f  power so th a t  the m e tro p o l is  takes c o n t r o l ,  e s s e n t ia l l y  

th rough i t s  monopoly r o le  in  economic a c t i v i t i e s ,  over i t s

Andre Gunder Frank, Ib id ., pp. I l l ,  114.

David F. Ruccio and Lawrence H. Simon, Radical Theories of 
Development : Frank, The Modes of Production School, and Amin, in Charles 
K. Wilber, (ed.), The p o li t ic a l economy o f  Development and 
Underdevelopment, Random House Business Division, New York, 1988, pp. 124- 
6 .

Ib id ., 111-113.

Andre Gunder Frank, The Development o f Underdevelopment, in Ib id .,
p. 110.
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s a t e l l i t e s ,  c re a t in g  a s i t u a t i o n  o f  d e p e n d e n c y N o t  on ly  do 

the asymmetr ical r e l a t i o n s  c o n d i t i o n  and s t r u c t u r e  the

economic, p o l i t i c a l  and s o c ia l  l i f e  a t  the  g loba l  le ve l  but

the m e t r o p o l i s - s a t e l l i t e  r e l a t i o n s  pene t ra te  the 

underdeveloped c o u n t r ie s  are r e p l i c a te d  a t  re g iona l  and loca l  

le v e ls .  Thus, f o r  t h i s  th e o ry ,  as Frank fo rm u la ted  i t ,  the 

p r o v in c ia l  c a p i t a l s  are the  s a t e l l i t e s  o f  the n a t io n a l  

m e t ro p o l is .  Through the n a t io n a l  m e t ro p o l is  the p r o v in c ia l  

s a t e l l i t e  i s  a lso  subord ina ted  to  the wor ld  m e tro p o l is .

Each o f  these s a t e l l i t e s  i s  an ins t rum ent  to  a p p ro p r ia te  

and t r a n s f e r  the economic s u rp lu s  out  i t s  s a t e l l i t e s  and to  

channel p a r t  o f  t h i s  s u rp lu s  to  the wor ld  metropolis.®*^ 

Moreover, each n a t io n a l  and loca l  métropole  imposes and 

m a in ta ins  t h i s  e x p l o i t a t i v e  r e l a t i o n s h ip  as long as i t  serves 

t h e i r  i n t e r e s t  in  p romot ing t h e i r  own development and the

enrichment.®’ I t  i s  c le a r  from the exper ience o f  the

development o f  i n d u s t r y  in Sao Paulo which has not brought 

g rea t  r i c h e s  t o  the  o the r  reg ions o f  B r a z i l .  Ins tead ,  i t  

converted  them in t o  in t e r n a l  c o lo n ia l  s a t e l l i t e s ,  

d e c a p i ta l i z e d  them f u r t h e r ,  and co n so l ida ted  or  even deepened 

t h e i r  underdevelopment.®^

®®. D. F. Ruccio and L. H. Simon, Op. Cit. pp. 126-27.

®®. Frank, Op.Cit. p. 111.

®°. Ib id ., p. 111-113.

®’ . Frank, Development . . . . ,  Op. C it., p. 111.

. Ib id ., p. 113.
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Frank r e j e c t s  the argument t h a t  underdevelopment i s  due 

to  the  s u rv iv a l  o f  a rcha ic  i n s t i t u t i o n s  and the  ex is te nce  o f  

c a p i t a l  shortage in  reg ions  t h a t  have remained i s o la te d .  

Rather, he s ta te s  th a t ,

" w i t h in  t h i s  worId-embracing m e t r o p o l i s - s a t e l 1i te s  
s t r u c tu r e  the  métropoles tend t o  develop and the 
s a t e l l i t e s  t o  underdevelop. . . .  t h a t  the  s a t e l l i t e s  
experiences t h e i r  g r e a te s t  economic development and 
e s p e c ia l l y  t h e i r  most c l a s s i c a l l y  c a p i t a l i s t  
i n d u s t r i a l  development i f  and when t h e i r  t i e s  t o  
t h e i r  m e t ro p o l is  are weakest. . . .  t h a t  the  reg ions  
which are the most underdeveloped and f e u d a l -  
seeming today are the ones which had the  c lo s e s t  
t i e s  to  the m e tro p o l is  in  the p a s t " . ”

From Frank ’ s argument i t  i s  c le a r  t h a t  the  problem o f  

underdevelopment o f  not  on ly  a n a t io n  but  a lso  a reg ion  w i t h i n  

n a t io n  due to  the working o f  the  c a p i t a l i s t  system in  the 

p e r iph e ry .  The ope ra t io n  o f  c a p i t a l i s m  i s  based on the  

e x p lo i t a t i o n  o f  la b o r ,  a massive c a p i t a l  d r a in  t h a t  b locks  the 

p roduc t ion  o f  su rp lus  va lue ,  d i s t o r t i o n  in  the  s t r u c t u r e  o f  

p rodu c t io n ,  l i m i t a t i o n s  on the i n t e r n a l  market,  and in  the  

end, generates the  ch ron ic  unemployment and m a r g in a l i t y  o f  a 

su rp lus  population.®^

Based on t h i s  argument Frank concludes t h a t  c a p i t a l i s t  

development s im u l taneous ly  generates development and 

underdevelopment, not  as a separa te  process bu t  as r e la te d

Ib id ., pp. 114, 117.

Veltmeyer, The Capitalist Underdevelopment of Atlantic Canada, in
Brym and Sacoutnan, Op. C it., p. 18.
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fa c e ts  o f  one s in g le  process, or  as Veltmeyer s ta te s ,  " . . .  

development and underdevelopment are r e c ip ro c a l  c o n d i t io n s  o f  

the same process o f  c a p i t a l  accumulation".®^

Another approach o f  Dependency Theory goes even f u r t h e r  

than Frank. The s o - c a l le d  theo ry  o f  ' dependent c a p i t a l i s t  

development ’ ®® argues t h a t  c a p i t a l i s m  on tho pe r iph e ry  

a c ce le ra te s  the p ro d u c t io n  o f  r e l a t i v e  su rp lus  va lue ,  and 

expands the  fo rc e s  o f  p rod u c t io n  and t h e i r  correspond ing 

r e l a t i o n .  I t  generates unemployment and pover ty  under economic 

recess ion  and i t  absorbs labo r  power du r ing  economic booms 

produc ing an e f f e c t  s i m i l a r  t o  c a p i t a l i s m  in  the cen t re  where 

unemployment and a b s o rp t io n ,  pover ty  and wea l th ,  coexist.®^ 

Th is  i s  c le a r  from Amin’ s work on the " c o r e - p e r ip h e r y " 

r e l a t i o n s  t h a t ,  accord ing  to  him, promote development in  the 

core w h i le  a t  the  same t ime b lock the same path o f  development 

in  the periphery.®® More over ,  he ta c k le s  economic development 

from an i n t e r n a t i o n a l  d i v i s i o n  o f  labo r  and an in t e r n a t i o n a l  

c la s s  s t r u c t u r e  as p roduc ts  o f  a contemporary impei * a l i s t  

system. Underdevelopment, t h e r e fo r e ,  i s  a product o f  

s u p e r e x p lo i t a t io n  o f  labo r  on the p e r iph e ry .  By 

s u p e r e x p lo i t a t i o n  he means the  t r a n s f e r  o f  su rp lus  which i s  

generated by a poor remunerated labo r  fo rc e  in  the pe r iph e ry

®®. Ib id . p. 18,

®®. Ib id.

®\ Ib id.

®®. Ruccio and Simon, Op. C it., p. 167.
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in  both nominal terms and in  t h e i r  r e l a t i v e  p r o d u c t i v i t y  t o  

labor  in  the ce n t re .  Up to  t h i s  p o in t ,  Amin shares the idea o f  

"unequal exchange" o f  Emmanuel which w i l l  be d iscussed l a t e r .  

However, f o r  Amin, the e s s e n t ia l  c o n d i t i o n  f o r  unequal 

exchange is  not  merely wage d i f f e r e n t i a l s ,  r a th e r  re a l  wages 

d i f fe re n c e s  t h a t  are la r g e r  than p r o d u c t i v i t y  d i f f e r e n t i a l s ,  

More than Frank, Amin examines the  i n t e r n a l  s t r u c t u r e  o f  the 

c o u n t r ie s  o f  the p e r ip h e ry .

Another theory  under the  s t r u c t u r a l  dependency school o f  

thought  i s  Neo-Marxism. I t  bases i t s  a n a ly s is  on c lass  

r e l a t i o n s  in  the p ro d u c t io n  process. I t  assumes t h a t  the 

e x p l o i t a t i v e  r e l a t i o n  o f  wage la bo r  i s  reproduced in  the 

reg iona l  s t r u c tu r e  o f  p ro d u c t io n  and exchange. Vel tmeyer,  f o r  

example, by u t i l i z i n g  the  Marx ’ s concept o f  c a p i t a l i s t  

development, argues t h a t  the  causes o f  underdevelopment are 

due t o  the c a p i t a l i s t  a t te m p t in g  to  co u n te ra c t  in h e re n t  

tendency o f  d e c l i n in g  p r o f i t s  w i t h i n  the  system. The expanded 

rep roduc t ion  o f  c a p i t a l  a t  the  c e n t re  r e q u i re s  and a lso  

c rea tes  a mass o f  " f r e e "  lab o r  he ld  in  reserve in  the  

p e r iph e ry ,  but a v a i la b le  f o r  purchase. Th is  labo r  reserve 

fu n c t io n s  as a le ve r  o f  c a p i t a l  accumulation.^®

Brenner a lso proposes a s i m i l a r  argument t o  Ve l tmeyer.  In  

h is  c r i t i q u e  o f  Frank ’ s argument, Brenner says t h a t  Frank has 

f a i l e d  to  e xp la in  the o r i g i n  o f  underdevelopment t h a t  i s  the

Ib id ., p. 160. 

Veltmeyer, Ib id ., 19.



106

c e n t ra l  r o le  o f  c lass  s t r u c t u r e  in  de te rm in ing  

underdevelopment. He s ta te s  t h a t ,

" the  development o f  underdevelopment was rooted in  
the c la ss  s t r u c t u r e  o f  p rodu c t io n  based on the
ex tens ion  o f  abso lu te  su rp lus  la b o r ,  which 
determined a sharp d is c o n ju n c tu re  between the
requirements  f o r  the  development o f  the p rod u c t iv e  
fo rc e s  ( p r o d u c t i v i t y  o f  la b o r )  and the s t r u c t u r e  o f  
p r o f i t a b i l i t y  o f  the  economy as a who le" .  '

B renner ’ s view o f  c a p i ta l i s m  is  t h a t  i t  i s  a system o f

p rod u c t io n  in v o l v in g ,  i n  p a r t i c u l a r ,  the e x t r a c t i o n  o f  

r e l a t i v e  su rp lus  va lue .

Another exponent o f  Neo-Marxism is  Emannuel. H is  bas ic  

argument i s  t h a t  "unequal exchange" i s  " th e  fo u n d a t io n  o f  the 

massive i n e q u a l i t i e s  t h a t  e x i s t  in  the wor ld  economy. His 

theo ry  o f  "unequal exchange" proposes t h a t  th e re  i s  a tendency 

f o r  the terms o f  t ra d e  to  in c r e a s in g ly  favou r  the  c o u n t r ie s  

w i th  the  more advanced p ro d u c t ive  fo rc e s ,  Exchange between 

p lace w i l l  r e s u l t  in  a t r a n s f e r  o f  va lue  from the  low to  the 

h igh wage areas.

U n l ike  Prebisch and S inger ,  the b as is  f o r  unequal 

exchange i s  in  the d i f f e re n c e s  o f  wages between the advanced 

and backward areas. In t h i s  sense, he assumes t h a t  c a p i t a l  and 

p roduc ts  are i n t e r n a t i o n a l l y  mobi le ,  and t h a t  a s in g le  ra te  o f

219.

Brenner as cited by Ruccio and Simon, Op. C it., p. 139.

Ib id ., p. 138.

A. Brewer, Marxist Theories o f Imperialism, London, 1980, pp. 208,
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p r o f i t  i s  formed a t  the i n t e r n a t i o n a l  l e v e l .  However, labo r  i s  

no t  mobi le  between c o u n t r ie s  so t h a t  the  workers in  d i f f e r e n t  

c o u n t r ie s  are not  d i r e c t l y  in  c o m p e t i t io n  w i th  each o the r  and 

d i f f e r e n t  n a t io n a l  l e v e ls  o f  wages may be s e t .  I f  two o r  more 

c o u n t r ie s  w i th  d i f f e r e n t  l e v e ls  o f  wages t ra d e ,  the r e s u l t  i s  

the low-wages c o u n t r ie s  pay more f o r  i t s  imports  than i t  would 

i f  wages were the same in  both c o u n t r ie s ,  w i th o u t  g e t t i n g  

h igher  p r ic e s  f o r  i t s  own exports :^*  " the products  o f  the 

high-wage coun try  are dearer  and the  p roduc ts  o f  low-wage 

coun try  cheaper than they would have been i f  wages were the 

same in  the two c o u n t r i e s . He a ls o  argues t h a t  s ince  

c a p i t a l  i s  a t t r a c te d  t o  demand, h igh  incomes generated by 

unequal exchange a t t r a c t  f u r t h e r  investment and s t a r t  a 

cumula t ive  process o f  development.  High wages w i l l  a lso  lead 

to  the use o f  c a p i t a l  i n te n s iv e  methods o f  p rod u c t io n  which 

r a is e  p r o d u c t i v i t y  and promote development.^®

Emannuel’ & a n a ly s is  concen t ra tes  on unequal exchange 

between two o r  more c o u n t r i e s .  However, i t  a lso  can be 

narrowed down to  the reg ions  w i t h i n  a c o u n t ry .  In  t h i s  sense, 

the d i f f e r e n c e  between wages among reg ions  w i t h i n  a coun t ry  

leads to  unequal exchange. The reg ion  w i th  a high-wage 

generates a h igh income le v e l  which makes i t  p o s s ib le  f o r  t h i s  

reg ion  to  a t t r a c t  f u r t h e r  investment and begin t o  accumulate

Ib id ., pp. 209-212, 

Ib id ., p. 210. 

Ib id ., p. 219.
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process o f  development. On the o th e r  s ide ,  the low-wage reg ion  

s u f f e r s  from low income le v e l ,  c a p i t a l  shortage and, in  the 

end, remains excluded from the development process.

A lso ,  w i t h i n  the framework o f  Neo-Marx is t  th e o ry ,  

exponent o f  A r t i c u l a t i o n  o f  Modes o f  P roduc t ion ,  rooted on the  

work o f  Marx and Engels on p r e - c a p i t a l i s t  and the c a p i t a l i s t  

modes o f  p rod u c t io n ,  bases i t s  a n a ly s is  on the r e l a t i o n s  among 

and between them e x i s t i n g  w i t h i n  p e r ip h e ra l  c o u n t r ie s  to  

e x p la in  underdevelopment o f  reg ion s .  This  theory  a lso  examines 

underdevelopment — and by ex tens ion  reg iona l  d i s p a r i t i e s  - in  

r e l a t i o n  t o  the c o lo n ia l  exper iences and p e r ip h e ra l  s ta tu s  o f  

the  deve lop ing c o u n t r ie s  and in  the  r e l a t i o n  to  the 

i n t e r n a t i o n a l i z a t i o n  o f  c a p i t a l i s t  mode o f  p ro d u c t io n ,  

assuming i t s  dominance w i t h i n  the  i n t e r n a t i o n a l  economy. The 

l a s t  p o in t  im p l ies  t h a t  the  fundamental s t r u c t u r e  o f  the wor ld  

economy is  t h a t  o f  the c a p i t a l i s t  mode o f  p rod u c t io n .  As a 

r e s u l t ,  the l o g ic  o f  wor ld  development r e f l e c t s  the laws 

govern ing  t h a t  mode o f  p ro d u c t io n .

T a y lo r ,  f o r  example, in t rod u ce s  a concept of  a 

t r a n s i t i o n a l  s o c ia l  fo rm a t io n ,  ins tead  o f  underdevelopment,  

which i s  dominated by an a r t i c u l a t i o n  o f  two modes o f  

p ro d u c t io n ,  a c a p i t a l i s t  and a n o n - c a p i t a l i s t  mode, in  which 

the  fo rmer i s ,  o r  i s  becoming, in c r e a s in g ly  dominant over the 

l a t t e r .  The r e s u l t  i s  t h a t  p e r ip h e ra l  s o c ia l  fo rm a t io n s  are 

c h a ra c te r !z e d  by a s e r ie s  o f  d i s l o c a t i o n  between a t  d i f f e r e n t

Ruccio and Simon...., Op. C it., pp. i43-56.
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l ev e l s /^

The p e n e t ra t io n  o f  c a p i t a l i s m  and i t s  a r t i c u l a t i o n  w i th  

p r e - c a p i t a l i s t  modes o f  p rod u c t io n  occurred in  th re e  main 

p e r iods .  The f i r s t  was d u r in g  the  pe r iod  o f  dominance o f  

merchant c a p i t a l  where i t s  expansion was r e s t r i c t e d  by feudal  

c o n s t ra in t s  but a l lowed f o r  the  accumula t ion o f  c a p i t a l , and 

hence, p rov ided  a bas is  f o r  l a t e r  c a p i t a l i s t  expansion. The 

second p e r iod  was when the  c a p i t a l i s t  mode o f  p roduc t ion  

became dominant in  Europe. A d e c l i n in g  ra te  o f  p r o f i t  c rea ted  

a need f o r  new markets th rough the exchange o f  unequal 

p a r tn e rs ,  th e re  came about a t r a n s f e r  o f  resources from the 

p e r iph e ry  t o  the c a p i t a l i s t  c o u n t r ie s .  The t h i r d  phase came 

about by the  c o n ju n c t io n  o f  i n d u s t r i a l  and banking c a p i t a l  to  

c rea te  f i n a n c i a l  c a p i t a l T h i s  phase was the  beg inn ing  o f  

im p e r ia l ism  where c a p i t a l i s t  r e l a t i o n s  were c rea te d .  However, 

the p a t te rn  o f  uneven development occurred  because im p e r ia l ism  

i s  s e le c t i v e  in  i t s  i n t e r e s t .

0. K. Forbes, Op. C it., pp. 94-5. 

Ibid.

Ibid.
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IV. The S ta te  P o l i c i e s  School o f  Thought

The s ta te  p o l i c i e s  school o f  thought  focuses i t s  a n a ly s is  

on the r o le  o f  the  s ta te .  For these t h e o r ie s ,  the p r i n c i p l e  

reason behind the reg iona l  problems and t h e i r  pe rs is te n ce  are 

p o l i c i e s  undertaken by a na t ion  s ta te .  I f  a government 

undertakes a biased p o l i c y ,  or  even p re c is e ,  a d i s c r im in a to r y  

p o l i c y  aga ins t  a reg ion  o r  se c to r  w h i le  fa v o r in g  o th e rs ,  

s p a t ia l  d i f f e re n c e s  w i l l  occur .  I n a p p ro p r ia te  p o l i c i e s  cou ld  

be in  the form o f  p o l i c i e s  fa v o u r in g  urban-based i n d u s t r i a l  

s t ra te g y ,  ig n o r ing  the ru ra l  areas, and o f  p o l i c i e s  which 

h e a v i l y  emphasize on la rg e -s c a le  i n d u s t r i a l i z a t i o n  and/or  

economic growth, n e g le c t in g  the d i s t r i b u t i o n a l  aspect o f  i t s  

development. T h e o r e t i c a l l y ,  the r i g h t  p o l i c y  w i l l  b r ing  about 

un i fo rm  development among reg ions  o r  s e c to rs .

The s ta te  p o l i c i e s  t h e o r ie s ,  in many ways, have been 

a p p l ie d ,  f o r  example, by Richard Robison'^'' and A r i e f  

Budiman®^ f o r  Indones ia .  The argument i s  t h a t  the s ta te  has 

a dominant r o le  in  t ra n s fo rm in g  the s o c ia l  r e l a t i o n s  and 

f o s t e r i n g  the development o f  an ind igenous c a p i t a l i s t  c la ss .  

The p o l i c i e s  to  encourage the  development o f  an ind igenous 

c a p i t a l i s t  undertaken by a n a t io n a l  s t a t e ,  b r in g s  about the

Richard Robison, Indonesia, The Rise o f Capital, Asian Studies 
Association of Australia, Canberra, 1988.

The Emergence of Bureaucratic State In Indonesia in Lim Teck Ghee, 
Ref lection On Developmnt in Southeast Asia, Asean Economic Research Unit, 
Ins t i tu te  of Southeast Asian Studies, Singapore, 1988, p.p. 110-129.
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emergence o f  what Robison c a l le d  the p o l i t i c o - b u r e a u c r a t s . 

This s p e c i f i c  soc io-economic group, however, c o n s t i t u t e s  those 

who used the  power o f  the s ta te  to  accumulate personal and 

fa m i ly  wea l th .  As a r e s u l t  i t  monopolizes economic f i e l d  as 

w e l l  as government i n s t i t u t i o n s .  Th is ,  in  t u r n ,  leads to  the 

co n ce n t ra t io n  o f  n a t io n a l  income in  the  hands o f  a very few 

people, lead ing  to  the emergence o f  reg iona l  i n e q u a l i t i e s .

The no t io n  o f  the S ta te  P o l i c i e s  school o f  thought  i s  

c le a r ,  f o r  example, from the ’ Urban B ia s ’ theo ry  in t roduced  by 

L ip ton  in  which he response to  the  p e rs is te nce  o f  pove r ty  in  

r u ra l  areas o f  the T h i rd  World c o u n t r ie s .  The focus o f  t h i s  

theo ry  i s  not  on reg iona l  i n e q u a l i t i e s ,  r a th e r  on i n e q u a l i t i e s  

between r u ra l  and urban areas where the l a t t e r  b e n e f i t  more 

from the development e f f o r t s  undertaken by the government. 

However, the terms ’ r u r a l ’ and ’ u rban ’ are used in  a very  

f l e x i b l e  and wide manner. They r e la t e  to :

" . . . .  ecology o r  landscape, s ize  and d e n s i ty  o f  
human p o p u la t io n ,  p a t t e rn  o f  economic a c t i v i t y ,  
e s p e c ia l l y  where r u r a l  i s  equated w i th  a g r i c u l t u r e  
and urban w i th  n o n -a g r i c u l t u r e ;  an economic 
fu n c t io n  in  a geographer ’ s sense ( c e n t r a l  p laces 
and a l l  t h a t ) ;  and c h a r a c t e r i s t i c  p a t te rn s  o f  human 
i n t e r a c t i o n  o f  the  k ind  mentioned above in  the 
d iscuss ions  o f  s o c io lo g i c a l  theory."®^

® . Mick Moore, Po l i t ica l  Economy and the Rural-Urban Divide, 1767- 
1981, in John Harriss and Mick Moore, (ed.), Developmnt and The Rural- 
Urban Divide^ Frank Cass, London, 1984, p. 6.
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The bas ic  argument i s  t h a t  the  whole problems o f  pove r ty ,  

underdevelopment, e t c . ,  t ra p p in g  the underdeveloping 

c o u n t r ie s ,  e s p e c ia l l y  t h e i r  r u r a l  people ,  stems from a s in g le  

source: urban b ias .  L ip to n  argues t n a t  the monopoly over the 

i n s t i t u t i o n s ,  such as government, p o l i t i c a l  p a r t i e s ,  law, 

c i v i l  se rv ic e s ,  t rade  un ions, educa t ion ,  business 

o rg a n iz a t io n ,  e t c . ,  by the urban e l i t e s  a l low s  monopoly power 

over p o l icy -m ak ing  and has re s u l te d  in a s h i f t  o f  income-per 

person from ru ra l  to  urban areas.®'*

According to  L ip to n ,  urban b ias  i s  a s ta te  o f  mind, a 

d i s p o s i t i o n  to  take d e c is io n s  about a l l o c a t i n g  resources®® in  

a way which cannot be j u s t i f i e d  e i t h e r  on the grounds o f  

e f f i c i e n c y  o r  on the ground o f  e q u i t y .  Th is  k ind  o f  b ias  

occurs in  many ways. I t  i s  expressed in  the b e l i e f  in  economic 

th e o r ie s  o f  growth which fa vo u r  in d u s t r y  and urban areas; the 

g rea te r  p o l i t i c a l  pressure  which urban i n t e r e s t  groups can 

e x e r t  on p o l i c y  makers; and the  s im p le  f a c t  t h a t  p o l i c y  makers 

are themselves urban d w e l le rs  t h a t  b e n e f i t  d i r e c t l y  from 

p o l i c y .

He s t r o n g ly  b e l ie v e s  t h a t  urban biased p o l i c i e s  

d i s c r im in a te  aga in s t  a l l  r u r a l  people , noL o n ly  the peasantry ,  

and favou r  a l l  towns, not  on ly  the c a p i t a l  c i t i e s .

Michael Lipton, Why Poor People Stay Poor, in John Harriss, (ed.). 
Rural Developmnt, Theories o f Peasant Economy and Agrarian Change, 
Hutchinson University Library, London, 1982, p. 66-68.

Michael Lipton, Urban Bias Revisited, In John Harriss and M1ck 
Moore, (ed.), Developmnt and The Rural-Urban Divide, Frank Cass, London, 
1984, p. 149.
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Furthermore, he argues t h a t  urban biased p o l i c y  p o la r i z e s  

Third World c o u n t r ie s  in t o  two d i s t i n c t  and opposed i n t e r e s t  

groups, which he terms "c lasses"  — ru ra l  and urban c lasses .  

However, the terms " c la s s " ,  i s  not the same as t h a t  used by 

Marx is ts  or  Dependency t h e o r i s t s .  He s ta te s  t h a t  the most 

important c lass  c o n f l i c t  in  the poor c o u n t r ie s  o f  the wor ld  

today is  not between labor  and c a p i t a l ,  as M a rx is ts  b e l ie v e ,  

nor between fo re ig n  and n a t io n a l  i n t e r e s t s ,  as dependency 

theory  argue, but between ru ra l  and urban c lasses .

By using an economic as wel l  as moral argument, he p o in ts  

out the i n e f f i c i e n c y  and i n e q u a l i t y  r e s u l t i n g  from the 

concen t ra t ion  o f  c a p i t a l  and in te n s iv e  i n d u s t r i a l i z a t i o n  in  a 

s i t u a t i o n  o f  c a p i t a l  shortage and labor abundance. He says 

th a t  " resource a l l o c a t i o n s ,  w i t h in  the c i t y  and the  v i l l a g e  as 

we l l  as between them, r e f l e c t  urban p r i o r i t i e s  ra th e r  than 

e q u i ty  or  e f f ic ie ncy . "® ^  He a lso  c r i t i c i z e s  the  s t ra te g y  o f  

p ro te c t io n  and subsidy o f  im port  s u b s t i t u t i o n  

i n d u s t r i a l i z a t i o n  t h a t  in  h is  op in ion  d i s t o r t  and wasted 

peoductive resources.

Government p o l i c i e s  o f  p ro v id in g  cheap food f o r  urban 

consumers, mean t h a t  the o f f i c i a l  p r ic e s  o f  most a g r i c u l t u r a l  

ou tpu t  in  underdeveloping c o u n t r ie s  are below what they would 

be in a f r e e  market s i t u a t i o n .  Most subs id ie s  on a g r i c u l t u r a l

Lipton, t/ihy poor stay poor. Urban Bias In  World Developmnt,
Temple, Smith, London, 1977, p. 13.

Ibid.
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inp u ts  b e n e f i t s  a m in o r i t y  o f  commercial fa rmers ra th e r  than

the mass o f  poor peasants. A lso,  in pu t  su b s id ie s  to  in d u s t ry

in  most cases are g re a te r  than to  a g r i c u l t u r e .  A l l  o f  these 

p o l i c i e s  r e f l e c t  urban b ias  and r e s u l t  in poor people s ta y in g  

poor.

P a r a l l e l  to  L i p t o n ’ s ideas, Mamalakis in t roduces  the 

theory  o f  ’ Sec to ra l  C la s h e s . ’ Working in  the co n te x t  o f  L a t in  

America he p o in ts  ou t  t h a t  " the  b igg es t  obs tac le  to  L a t in  

American development has been the c o n t i n u i t y  o f  i t s  d e fe c t i v e  

a l l o c a t i o n  process, which p e r s i s t e n t l y  d i r e c te d  resource 

su rp luses  to  the suppor t  o f  c i t i e s ,  se rv ice s  and consum

ption."®* However, Mamalakis, in  h is  a n a ly s is ,  goes beyond

L ip t o n ’ s argument in  t h a t  he bases h is  a n a ly s is  not  in  a 

s imple r u r a l  a g r i c u l t u r a l - u r b a n  i n d u s t r i a l  d u a l i t y .  Mamalakis 

uses i n d u s t r i a l  se c to r  as the  bas is  u n i t  o f  h is  a n a ly s is .  

Arguing t h a t  the main v e h ic le  o f  p o l i t i c s  and the p a t te rn  o f  

government resource a l l o c a t i o n  accentuates ru ra l - u rb a n  

c o n f l i c t ,  Mamalakis fo resees  a c lash  o f  i n d u s t r i a l  sectors,*®

What can be drawn from Urban Biased theo ry  is  t h a t  the 

causes o f  underdevelopment o f  r u ra l  areas are the urban b ias  

p o l i c i e s  undertaken by the government. Th is ,  in  t u r n , r e s u l t s  

in  the w idening gap between r u ra l  and urban people .  Since the 

terms o f  ’ r u r a l ’ and ’ u rban ’ are very  f l e x i b l e ,  i t  i s  p o s s ib le  

to  extend the  term o f  ’ r u r a l ’ t o  be a ’ r e g io n ’ so as i t  can be

’ . M. J. Mamalakis as cited by Moore, Op. C it., p. 23. 

’ . Ibid.
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used as the basis  to  e x p la in  the problem o f  why the  poor 

reg ions  s tay  poor, and by ex tens ion ,  re spo n s ib le  f o r  reg iona l  

d i s p a r i t i e s .

This  p o l i c y  stems from the b e l i e f  in  economic t h e o r ie s  o f  

growth which favour la rge  in d u s t ry  and a few i n d u s t r i a l  areas; 

the g re a te r  p o l i t i c a l  pressure which i n d u s t r i a l  r e g i o n ’ s 

i n t e r e s t  groups can e x e r t  on p o l i c y  makers; anci the  s imple 

f a c t  t h a t  p o l i c y  makers are themselves i n d u s t r i a l  reg ion  

d w e l le rs  t h a t  b e n e f i t  d i r e c t l y  from biased p o l i c y .

I t  i s  q u i te  easy to  show t h a t  the  urban-based 

i n d u s t r i a l i z a t i o n  p o l i c y  undertaken by governments o f  the 

Developing Countr ies  leads to  the c o n c e n t ra t io n  o f  c a p i t a l ,  

la b o r  fo r c e ,  economic, s o c ia l  and p o l i t i c a l  a c t i v i t i e s  in  a 

few c i t i e s .  In an a rch ipe lago  coun try  l i k e  Indones ia ,  t h i s  

s t r a te g y  has a very s i g n i f i c a n t  impact in  p e rp e tu a t in g  the 

backwardness of  the reg ions  w i th o u t  an i n d u s t r i a l  base.

I t  i s  a lso  easy to  show t h a t  the  monopoly power over- 

i n s t i t u t i o n s ,  such as government, p o l i t i c a l  p a r t i e s ,  law, 

c i v i l  s e rv ic e s ,  t ra d e  un ions, educa t ion ,  business 

o r g a n iz a t io n ,  e t c . ,  by the e l i t e s  o f  i n d u s t r i a l  reg ions  paves 

the  way f o r  b ias in  p o l ic y -m a k in g .  Th is  has re s u l te d  in  a 

s h i f t  o f  economic su rp lus  from n o n - i n d u s t r i a l  reg ions  to  

i n d u s t r i a l  reg ions .  In the end, the less  developed reg ions  not 

on ly  remain excluded o f  development process but  a lso  

exper ience a d e c l in e  in  t h e i r  le v e l  o f  economic a c t i v i t i e s .
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V. Conclus ion

From th e o r ie s  presented,  i t  i s  c le a r  t h a t  d e s p i te  the  

d i f f e re n c e s  in  routes undertaken in  t h e i r  e f f o r t s  to

understand reg iona l  problems, many o f  them share the  same 

bas ic  assumptions. The t h e o r ie s  under the umbre l la  o f  Regional 

E q u i l i b r iu m  school o f  thought  share the same va lue o f  the

s e l f - r e g u l a t i n g  power o f  the  market in  r e s to r i n g  reg ion a l

e q u i l i b r i u m .  There fo re ,  f o r  t h i s  school o f  though t ,  the

p r i n c i p l e  reason behind the pe rs is te n ce  o f  reg iona l  

backwardness and d i s p a r i t i e s  are rooted in  the f a i l u r e  to  

a l lo w  market fo rce s  to  p ro p e r ly  work. Factors  such as uneven 

d i s t r i b u t i o n  o f  n a tu ra l  resources to  p o p u la t io n ,  low leve l  o f  

p r o d u c t i v i t y ,  the lack o f  e n t re p re n eu rsh ip ,  and the f a i l u r e  to  

e x p l o i t  and develop a r e g io n ’ s n a tu ra l  resources are argued to  

be d i s t o r t i o n s  o f  the market.  Thus, they are considered to  be 

the u n d e r ly in g  causes o f  the  backwardness o f  a reg ion  and 

re sp o n s ib le  f o r  the p e rs is te n c e  o f  reg iona l  d i s p a r i t i e s .

Theor ies  under the Regional D is e q u i l i b r iu m  school o f  

though t  f a r  from seeing market fo rc e s  as the sav iou r  argued 

t h a t  unequal development i s  in h e re n t  in  the working o f  the 

market.  The o p e ra t ion  o f  the  market fo rce s  have fo rced  

c a p i t a l ,  labo r  as we l l  as the  p r o f i t  to  m igra te  to  the 

advanced reg ions ,  le av in g  the  less-deve loped reg ions  on the 

s i d e l i n e  o f  development. The s t ro n g  c e n t r i p e t a l  tendency o f  

developed reg ions can on ly  be reduced through a c r e a t io n  o f  a
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co u n te r -p o le  or po les.  In  t h i s  re spec t ,  the  r o l e  o f  the s ta te  

becomes c r i t i c a l  in  c r e a t in g  reg iona l  e q u i l i b r i u m .

The t h i r d  school o f  th ough t ,  the S t r u c t u r a l  Dependency, 

shares the same argument w i th  the Regional D is e q u i l i b r iu m  

school o f  thought about market fo rc e s  being the  p r i n c i p l e  

agent behind the reg iona l  problems. Regional underdevelopment 

and d i s p a r i t i e s  are seen as the  necessary c o n d i t i o n s  f o r  

development o f  c a p i t a l i s m ,  and t h a t  these re g ion a l  problems 

are the te rm in a l  c o n d i t io n s  o f  the  work ing  o f  g l o b a l l y  

o p e ra t in g  market fo rce s .  Withrawing from the c a p i t a l i s t  system 

or  pursu ing  an a l t e r n a t i v e  path o f  development i s  argued to  

the on ly  way to  escape from re g ion a l  underdevelopment and 

d i s p a r i t i e s .

The l a s t  school o f  though t ,  the  S ta te  P o l i c i e s ,  focuses 

i t s  a n a lys is  on ro le  o f  the  S ta te  as an agent i n  t ra n s fo rm in g  

s o c ia l  r e l a t i o n s  and f o s t e r i n g  the  development o f  ind igenous 

c a p i t a l i s t  and under tak ing  and execu t ing  p o l i c i e s  f o r  n a t io n a l  

development. The p r i n c i p l e  cause o f  re g io n a l  d i s p a r i t i e s  in  

the view o f  t h i s  school o f  though t  i s  l a i d  in  in a p p ro p r ia te  or  

even, desc r im ina to ry  p o l i c i e s  o f  a government.

P o l i c i e s  fa v o r in g  urban-based i n d u s t r i e s ,  la rg e -s c a le  

i n d u s t r i a l i z a t i o n  and economic growth, in  one way o r  another  

has re s u l te d  in  the p e rs is te n c e  o f  re g ion a l  backwardness and 

d i s p a r i t i e s .

In  respects to  the re g ion a l  problems in  Indones ia ,  none 

o f  these schools  o f  thought  p rov ides  an adequate e x p la n a t io n .
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The f o l l o w in g  chapter  d iscusses in  d e t a i l  the p a r t i a l  

use fu lness  and l i m i t a t i o n s  o f  each school o f  thought  in  

respec t  t o  reg iona l  backwardness and d i s p a r i t i e s  o f  Indones ia .

As argued be fo re ,  chapter  V a lso  d iscuses the c u l t u r a l  

f a c t o r s ,  e s p e c ia l l y  in  r e l a t i o n  t o  p o l i t i c a l  thought  and 

p r a c t i c e s ,  which are not inc luded in  any o f  the above f o u r  

schools  o f  thought  bu t  are the  c r u c ia l  f a c t o r s  in  e x p la in in g  

the reg ion a l  backwardness and d i s p a r i t i e s  in  the Indonesian 

co n te x t .



C H A P T E R  V

AN ANALYSIS OF THE PROBLEM OF 
REGIONAL UNDERDEVELOPMENT AND 

DISPARITIES IN INDONESIA

The evidence in  both economic and s o c ia l  terms shown in  

chapter  I I I  c l e a r l y  demonstrate not  o n ly  the  e x is ten ce  o f  

reg iona l  backwardness and d i s p a r i t i e s ,  but  a lso  the tendency 

f o r  them to  increase over t im e .  However, what i s  (a re )  the 

cause(s) o f  the problems remain vague.

As s ta te d  in  p rev ious  chap te rs ,  th e re  i s  no s i n g le  theo ry  

which can be adequately used t o  e x p la in  the  whole ques t ion  o f  

reg iona l  backwardness and d i s p a r i t i e s  in  Indones ia .  Rather,  a 

number o f  f a c to r s  across the fo u r  schoo ls  o f  though t  d iscussed 

in chap te r  IV can p a r t i a l l y  e x p la in  the  re g io n a l  problems o f  

the co un t ry .  Th is  w i l l  be the  s u b je c t  o f  chap te r  V. This  

chapter  w i l l  i d e n t i f y  f a c t o r s  o u t l i n e d  by the  above fo u r  

schools  o f  thought  which s i g n i f i c a n t l y  determ ine the reg ion a l  

problems in  Indones ia.  The l i m i t a t i o n s  o f  each school o f  

thought  w i l l  a lso  be h ig h l i g h t e d .  I t  a lso  in c o rp o ra te s  the 

p o l i t i c a l  c u l t u r e ,  de te rm in ing  both p o l i t i c a l  s t r u c tu r e s  and 

p ra c t i c e s  in  the co u n t ry ,  as one o f  the  main e x p la n a t io n s .  I  

w i l l  argue t h a t  the in h e re n t  tendency o f  the  work ing  o f  the 

market fo rce s  toward s p a t i a l  i n e q u a l i t i e s ,  to g e th e r  w i th  the  

geographic  na ture  o f  Indones ia ,  the  c o lo n ia l  legacy and
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d is c r im in a t o r y  p o l i c i e s  a g a in s t  the ou te r  is la n d s  have been 

re in fo rc e d  by the very s t rong  c e n t r i p e t a l  tendency o f  power in 

Indonesian p o l i t i c a l  l i f e .  So t h a t  in my o p in io n ,  the 

p o l i t i c a l  f a c t o r  has p layed, and w i l l  con t inue  to  p la y ,  

c r i t i c a l  r o le s  in  shaping reg ion a l  backwardness and 

d i s p a r i t i e s  of  the a rch ipe la g o .

I .  Regional Se l f -B a lance  Exp lana t ions  and T h e i r  L im i t s

As d iscussed be fo re ,  the main exp la n a t io n  o f  reg iona l  

problems in  Indonesia  i s  focused on the m a l d i s t r i b u t i o n  o f  

n a tu ra l  resource endowments and p o p u la t io n ,  u n d e r - u t i l i z a t i o n  

o f  re g io n s '  g iven n a tu ra l  resources, and the  geograph ica l  

b a r r i e r s ,  and general undermining the work ing o f  the  market 

fo rc e s .  Th is  l i n e  o f  e xp la n a t io n  i s  the  h e a r t  o f  Regional 

S e l f -B a la nce  school o f  though t .  The s tudy o f  Asmara mentioned 

be fo re ,  f o r  ins tance ,  demonstrates t h i s  n o t io n  c lea r  ly .  The 

o f f i c i a l  unders tand ing o f  the  problems a lso  seems to  f a l l  i n t o  

t h i s  l i n e .  Th is  i s  q u i te  c le a r  from one o f  the major p o l i c i e s  

undertaken by the  Indonesian government, e s p e c ia l l y  s ince  

REPELITA I I  ( the  Second Five Year Development Plan, 1974 to  

1979) to  cope w i th  reg iona l  problems. The p o l i c y  o f  p o p u la t io n  

r e d i s t r i b u t i o n  and se t t le m e n t  through government led -
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t ra n s m ig ra t io n  schemes,' a im ing to  u t i l i z e  the  p o te n t i a l  o f  

a g r i c u l t u r e  o f  less  populous reg ions  o u ts id e  the is la n d s  o f  

Java and Ba l i  r e f l e c t s  c l e a r l y  the assumption t h a t  reg iona l  

problems in  the coun t ry  are main ly  due to  the uneven 

d i s t r i b u t i o n  o f  p o p u la t io n  to g e th e r  w i t h  the  u n d e r - u t i l i z a t i o n  

o f  resources o f  the o u te r  i s la n d s .

The Regional S e l f -B a lan ce  e x p la n a t io n s  in  regards t o  

geographic b a r r i e r s ,  in  my o p in io n ,  are q u i t e  r i g h t ,  

e s p e c ia l l y  i f  one takes i n t o  account the  na tu re  o f  the  country  

as an a rch ipe la g o .  Under t h i s  c i rcumstance ,  d is ta n ce  both in  

g e o g ra p h ica l ly  and e s ta b l i s h e d  commercial t r a n s p o r t  s e rv ice s  

terms are the  c a ta l y s t s  in  de te rm in ing  p r i c e  and q u a l i t y  o f  

t r a n s p o r t  i n f r a s t r u c t u r e .  As H i l l  argues, the  h igh p r ic e s  in  

much o f  Eastern Indones ia  are owed to  the  geog,aph ica l  

b a r r i e r s ,  lead ing  to  the h igh t r a n s p o r t  cost .?

While geographic b a r r i e r s  are use fu l  in  e x p la in in g  one 

aspect o f  reg iona l  backwardness and d i s p a r i t i e s  in  Indones ia ,  

the remain ing e xp la n a t io n s  are i n  doubt.  The p r i n c i p l e  

assumption o f  the theo ry  i s  t h a t  the  w ea l th  o f  a reg ion  i s  a 

f u n c t io n  o f  i t s  n a tu ra l  resources.  T h e re fo re ,  the  le ve l  o f  

development i s  determined by i t s  a b i l i t y  t o  develop and

'. K. V. Sundaram, Geography o f UnderdevBlopnent, The Spatial Dynamics 
o f Underdevelopment, Concept Publishing Company, New Delhi, 1983, pp. 146- 
7.

\  Hal H ill and Anna Weidemann, Regional Development in Indonesia: 
Patterns and Issues in H ill,  (ed. ), Unity and D iversity. Regional Economic 
Development In Indonesia Since 1970, Oxford University Press, Oxford and 
New York, 1989, p. 32.
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e x p l o i t  n a tu ra l  resources.  With the  excep t ion  f o r  East 

Kalimantan d u r ing  1980 to  1987 (see Table 3 .8 ) ,  a l l  n a tu ra l  

resource r i c h  regions experienced economic d e c l in e ,  e s p e c ia l l y  

f o r  the  r u ra l  people. Moreover, the  p o p u la t io n  o f  the  two 

reg ions  most ou ts tand ing  in  terms o f  t h e i r  n a tu ra l  resource 

endowments, namely East Kalimantan and Riau, jo in e d  the  

in c re as ing  percentage o f  people below the pove r ty  l i n e  from 

1976 to  1987 ( t a b le  3.16) d e sp i te  the  remarkable success o f  

reducing pove r ty  le ve l  in  Indones ia  as a whole du r ing  1970 to  

1987 ( ta b le  3 .18 ) .  These two f a c t s  are c o n t ra ry  to  the  bas ic  

n o t io n  o f  the  Regional S e l f -B a lance  school o f  thought .

The case o f  economic d e t e r i o r a t i o n  o f  r i c h e s t  n a tu ra l  

resources p rov inces  in  Indones ia  p rov ides  another look i n t o  

the problem o f  reg iona l  backwardness and d i s p a r i t i e s  o f  the  

co un t ry .  In the  f i r s t  p lace ,  i t  becomes c le a r e r  t h a t  the 

backwardness o f  a reg ion  i s  no t  merely a ques t ion  o f  n a tu ra l  

resources and the  f a i l u r e  o r  a b i l i t y  t o  e x p l o i t  them.

One, o f  course, can a lso  use the  evidence from the two 

poores t  p rov inces  o f  Nusa Tenggara (East and West Nusa 

Tenggara) t o  j u s t i f y  the  v a l i d i t y  o f  the  Regional S e l f -B a la n ce  

th eo ry .  These two p rov inces  seem t o  co n f i rm  t h a t  t h e i r  

backwardness has t o  be understood in  terms o f  poor n a tu ra l  

resources.  Corner/*  f o r  example, r e c e n t l y  argues t h a t  the  low 

le ve l  o f  development in  both p rov inces  o f  Nusa Tenggara

*. Lorraine Corner, East and West Nusa Tenggara: Isolation and Poverty
in Hal H ill, (ed.), Ibid., pp. 179-206.
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r e f l e c t s  a bas ic  pove r ty  o f  n a tu ra l  resources and the 

i s o l a t i o n  o f  many communit ies o f  these two p rov inces .  While 

the l a t t e r  i s  q u i t e  t r u e  f o r  the  recen t  development in  both 

p rov inces ,  I t h i n k ,  i t  i s  mis taken t o  s imply  argue in  t h i s  

l i n e  i f  one looks a t  the  problem from a long- te rm  h i s t o r i c a l  

p e rs p e c t ive .

While the c u r re n t  development in  the East and West Nusa 

Tenggara, e s p e c ia l l y  in  the  Is la n d  o f  Timor and the  p rov ince  

o f  Meluku seems t o  suppor t  the  no t io n  o f  the Regional S e l f -  

Balanced theory  t h a t  i s  the  backwardness o f  a reg ion  i s  main ly  

due to  the  poor n a tu ra l  resources and f a c t o r  markets 

im m o b i l i t y ,  h i s t o r i c a l  evidence from Timor and maluKu p rov ide  

a counter  co n c lu s io n .  P a r t  o f  the  problems o f  the  is la n d s  o f  

Timor and Maluku i s  c o lo n ia l  legacy. I t  i s  q u i t e  c le a r  t h a t  

Timor and Maluku which once had very  s u b s ta n t i a l  n a tu ra l  

resource endowments and t h a t  the  m o b i l i t y  o f  f a c t o r  markets 

induced t h e i r  e x p l o i t a t i o n .  However, due to  the  c o lo n ia l  

legacy and development o f  the  i s l a n d s ’ n a tu ra l  resources f o r  

sa le  in  European markets p rov ided  no t a n g ib le  b e n e f i t s  and 

i n f a c t  generated underdevelopment f o r  the reg ion s .  Thus, 

u n l i k e  the  general p r e d i c t i o n  o f  the  Regional Se l f -Ba lanced  

th e o ry ,  a rgu ing  t h a t  the  removal o f  market b a r r i e r s  to g e th e r  

w i th  the  a b i l i t y  t o  e x p l o i t  a r e g io n ’ s n a tu ra l  resources would 

generate economic development,  the  exper ience o f  Timor and 

Maluku shows the  reverse tendency.

The lesse r  importance o f  n a tu ra l  resource endowments in
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genera t ing  development i s  a lso  c le a r  from the  exper ience o f  

the p rov ince  o f  Yogyakarta in  Centra l  Java. Th is  area o f  poor 

n a tu ra l  resource, due t o  s u p p o r t iv e  government p o l i c i e s  and 

the abundance human resources increase  i t s  development. The 

data shown in  ta b le  3.8  proves t h a t  t h i s  p rov ince  has been 

successfu l  escaping i t s  s ta tu s  as one o f  the poores t  p rov inces  

in  Indones ia  and has r is e n  to  be one o f  the  w e a l t h i e s t .  Th is  

i s  e s p e c ia l l y  th ru e  o f  i t s  r u ra l  people. The p rov ince  o f  

Yogyakarta demonstrates i t s  s u p e r i o r i t y  over those o f  r i c h  

n a tu ra l  resources p rov inces ,  no t  on ly  in  terms o f  per c a p i t a  

expend i tu re  but a lso  in  s o c ia l  terms; t h a t  i s  one o f  the  most 

successfu l  p rov ince  in  lower ing  I t s  p o ve r ty  le ve l  ( t a b le  

3 .1 6 ) .  A f t e r  d e c l in e ,  t h i s  p rov ince ,  as noted by Anne Both and 

Konta Damanik,^ has a ls o  a t t a in e d  the  lowest le ve l  o f  i n f a n t  

m o r t a l i t y  ra tes  in  Indones ia ,  and correspond ing  increases in  

l i f e  e x p e c ta t io n  a t  b i r t h .  What can be drawn from the 

Yogyakar ta ’ s exper ience i s  t h a t  the  lack o f  n a tu ra l  resources 

by no means generates backwardness.

The exper ience o f  the  is la n d s  Timor and Maluku a ls o  seems 

to  c o n t r a d i c t  the  assumption o f  the  t r a n s i t i o n a l  na tu re  o f  

reg iona l  backwardness and d i s p a r i t i e s  as the Regional S e l f -  

Balance th e o r ie s  argue. Rather,  the  te rm in a l  process o f  the 

work ing o f  c a p i t a l i s t  system in  these reg ions  r e s u l t  in  the  

cases as the  S t r u c tu r a l  Dependency theo ry  would argue.

^ Anne Booth and Konta Damanik, Central Java and Yogyakarta: Hal thus 
Overcome? in Hil l ,  (ed.), Jb/d., p. 302.
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The Regional S e l f -b a la n c e  school o f  thought  a lso  assumes 

t h a t  w i th  the  f re e -w o rk in g  o f  the market fo rc e s  la b o r  w i l l  

move to  the advanced reg ions due to  h ighe r  wages th e re ,  w h i le  

c a p i t a l  in  c o n t ra s t  moves to  the  backward reg ions .  Th is  i s  

b e l ieved  to  be the  e q u a l i z in g  power in  b r in g in g  about re g iona l  

e q u i l i b r i u m .  The Indonesian exper ience ,  however, demonstrates 

o th e r  tendenc ies .

From the data on i n t e r - r e g i o n a l  m ig ra t io n  ( t a b le  3 .2 0 ) ,  

on ly  those who have a h igh educat ion  move i n t o  advanced 

reg ions  in  Java, e s p e c ia l l y  i n t o  Jaka r ta ,  lead ing  t o  a process 

o f  b ra in  d ra in  from the o u te r  i s la n d s .  Fur thermore,  the  vas t  

m a jo r i t y  o f  the people remain in  t h e i r  reg ions  in  which 

r e f l e c t s  the  h igh cos t  o f  t r a n s p o r t a t i o n  which i s  s im p ly  

neg lected in  the Regional Se l f -B a lance  school o f  tho u g h t ,  

e s p e c ia l l y  Neo-C lass ica l  Economic th e o ry .  Besides t h a t ,  the  

very s t rong  t i e s  o f  the  people t o  t h e i r  own reg ions  due t o  the  

f a c t  a lmost every reg ion  belongs t o  a s p e c i f i c  e th n ic  group 

w i th  i t s  i d e n t i t i e s  such as language, c u l t u r e ,  b e l i e f ,  e t c .  

c o n t r ib u te s  to  the  low le ve l  o f  people m o b i l i t y  in  Indones ia .

Another tendency i s  t h a t  c a p i t a l  f lo w s  remain ex t rem e ly  

concentra ted  in Java ( ta b le  3 ,1 4 ) .  The f a i l u r e  o f  the  Regional 

S e l f -Ba lance  t h e o r y ’ s o p t i m i s t i c  sce na r io  rega rd ing  the  

c e n t r i f u g a l  tendency o f  the  c a p i t a l  i s  c l e a r  from the 

in c re as ing  co n c e n t ra t io n  o f  a lmost a l l  i n d u s t r i e s  in  Java (see 

t a b le  3.9 and 3 .1 0 ) .  Th is  f e a tu re ,  in  my o p in io n ,  demonstrates 

the i m p o s s i b i l i t y  o f  the i m p l i c i t  requ irement o f  the  Regional
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Se l f -Ba lance  th e o r ie s  t h a t  f u l l  employment (as evidenced by 

r i s i n g  wages) in  the core reg ion  w i l l  be achieved. The is la n d  

o f  Java remains an a t t r a c t i v e  area f o r  c a p i t a l  s ince i t  seems 

to  have, to  use Lewis ' words, an u n l im i t e d  supply  o f  la b o rs .  

The excess ive c o n c e n t ra t io n  o f  Indonesian p o p u la t io n  in  Java 

( ta b le  2 .1 )  makes the  ou te r  i s la n d s  u n d es i ra b le  f o r  the 

c a p i t a l i s t .  As a consequence, the  tendency f o r  c a p i t a l  to  move 

in t o  backward reg ions f a i l s  t o  be r e a l i s e d .  The advanced 

region (Java) remains t o  generate a massive c a p i t a l  in f l o w  

w h i le  the  backward reg ions ( th e  o u te r  i s la n d s ,  e s p e c ia l l y  the  

Eastern p rov inces  ( ta b le  3 .1 5 ) )  s u f f e r  f rom i t ,  keeping them 

in  the  s ta te  o f  backwardness.

I I .  Regional Imbalance E xp lana t ions  and T h e i r  L im i t s

The tendency o f  c a p i t a l  t o  con t inue  c o n ce n t ra t in g  in  Java 

( ta b le s  3 .9 ,  3.10 and 3 .14)  supports  the genera l p r e d ic t i o n  o f  

the Regional Imbalance school o f  thought  s t a t i n g  t h a t  the  

working o f  market fo rce s  has generated re g io n a l  backwardness 

and d i s p a r i t i e s  in  the form o f  c a p i t a l  f lo w  to  the  core 

reg ions .  The p resen t  case o f  both the  East and West Nusa 

Tenggara, no t  to  ment ion o th e r  p rov inces  in  the  Eastern 

Indones ia ,  p rov ides  an ou ts ta n d in g  example f o r  M y rd a l ’ s theo ry  

o f  the  Cumula t ive Imbalance. The lo g i c  o f  t h i s  theo ry  t h a t  i s  

t h a t  pove r ty  has become the  cause in  i t s e l f  t o  lack o f
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development is  confi rmed in  the cont inued s ta g n a t io n  and even 

d e t e r io r a t i o n  o f  the economies, and the growing percentage o f  

people below the poverty  l i n e  ( ta b le s  3 .7 ;  3 .8 ;  and 3 .1 6 ; )  in 

these two prov inces.

I t  i s  c le a r  t h a t  the present  backwardness o f  them can be 

b e t te r  understood from M y rd a l ’ s v iew. The backwash e f f e c t s ,  as 

Myrdal c a l le d  them, o f  the  o p e ra t ion  o f  market fo rc e s  in  t h i s  

backward region seem to  be s t ro n g e r  than those o f  spread 

e f f e c t s .  There i s  no comprehensive data a v a i l a b le  on the  o u t 

m ig ra t ion  o f  c a p i t a l ,  human resources and p r o f i t s  t o  co n f i rm  

the v a l i d i t y  o f  M y rda l ’ s argument. However, a n a t io n a l  seminar 

on economic development o f  the people o f  Kalimantan held  in  

Pontianak, West Kalimantan, 3 to  7 August, 1991 in d ic a te d  the  

ex is tence o f  these backwash e f f e c t s .  This  seminar came t o  the 

conc lus ion  th a t  the r e g io n ’ s ( th e  f o u r  p rov inces  o f  

Kal imantan) n a tu ra l  resources have been o v e r - e x p lo i t e d  w i th o u t  

b r in g ing  any s i g n i f i c a n t  p r o s p e r i t y  t o  the people . Most o f  the  

gains (70%) o f  t h i s  e x p l o i t a t i o n  s imply  went ou t  t o  the  core 

reg ions^

While the Regional Imbalance t h e o r ie s  in  some ways 

e x p la in  the reg iona l  problem in  the Indonesian c o n te x t ,  they 

s u f f e r  in regards to  a number o f  f a c t o r s .  The f i r s t  i s  t h a t  

t h e i r  argument about the c e n t r i p e t a l  tendency o f  labor  t o  move

. Seminar Nasional Pengembangan Perekonomian Rakyat Kalimantan 
(National Seminar On Economic Development of the People of kalimantan) as
reported in Herdeka, under the t i t l e  "Pul au Kalimantan Bel urn Memberikan 
Kemakffluran Bagi Rakyatnya" (The island of Kalimantan has not yet given any 
prosperity to Its own people), August 9th, 1991.
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i n to  core reg ions,  f a i l s  to  f i t  w i th  the Indonesian 

exper ience.  Data o f  i n t e r - p r o v i n c i a l  m ig ra t io n  in  Indones ia  

demonstrated the r e l a t i v e l y  low le v e l  o f  movement w i t h i n  the  

coun t ry .  According t o  the 1971 n a t io n a l  census, f o r  ins tance ,  

on ly  around 6.2% o f  t o t a l  p o p u la t io n  had m igrated from 

p rov ince  o f  b i r t h  o r  changed t h e i r  p rov ince  o f  res idence more 

than once. The correspond ing f i g u r e  f o r  Tha i land accord ing  to  

i t s  1960 n a t io n a l  census was 11%, Malays ia  ( the  1970 census) 

was 10.9%, and the Un ited  S ta tes  accord ing  to  the census o f  

1960 was 26%.® By l i n k i n g  the above comparat ive data on 

t ra n s m ig ra t io n  w i th  the  o v e r - a l l  data on reg iona l  backwardness 

and d i s p a r i t i e s  (see chapter  I I I ) ,  i t  i s  c le a r  t h a t  reg iona l  

backwardness and d i s p a r i t i e s  have e x is te d  and con t inue  to  be, 

d e sp i te  the  o u t -m ig r a t io n  from the backward reg ions  remained 

a t  the low le v e l .  Th is  i s  even more t ru e  f o r  Eastern 

Indones ia .  O u t -m ig ra t io n  from t h i s  most depressed area, 

e s p e c ia l l y  from the p rov inces  o f  East and West Nusa Tenggara, 

East Timor, Centra l  Sulawesi and I r i a n  jaya  accord ing to  the 

n a t io n a l  census o f  1971, 1980 and 1986 remained a t  very low 

le v e ls  ( t a b le  3 .1 3 ) .  While data on economic and s o c ia l  

i n d i c a to r s  p o in t  ou t  the  p e rs is te n c e  o f  the  backwardness o f  

t h i s  area in  comparison w i th  the Western p a r t .  Thus, i t  i s  

c le a r  t h a t  bas ic  argument o f  the  Regional imbalance theo ry  in  

regards to  the c e n t r i p e t a l  tendency o f  labo r  does no t  take 

p lace in  the  Indonesian c o n te x t .

K Sundrum, Inter-Provincial Migration, Op. Cit., pp. 89-90.
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I t  i s  a lso  im por tan t  t o  note t h a t  one can argue t h a t  the 

lower le v e l  o f  i n t e r - r e g i o n a l  m ig ra t io n  in  Indonesia  in 

comparison w i th  Tha i land ,  Malaysia  and the  Un ited  S ta tes  is  

due t o  less  reg iona l  i n e q u a l i t i e s  in  the  fo rmer .  However, t h i s  

i s  no t  the  case. While th e re  i s  no data a v a i l a b le  f o r  Tha i land  

and Malays ia  in  regards t o  reg iona l  d i s p a r i t i e s ,  the 

comparat ive f i g u r e  p rov ided  in  ta b le  3 .2  demonstrates t h a t  the 

c o e f f i c i e n t  o f  reg iona l  income i n e q u a l i t y  o f  the  Un ited  S ta tes  

d u r ing  1950-60 was about th re e  t imes lower (0 .182 )  than t h a t  

o f  Indones ia  f o r  1972 (0 .5 2 2 ) .  These f i g u r e s  mean t h a t  the  

reg iona l  income d i s p a r i t i e s  in  Indones ia  was worse than those 

in the  United S ta tes .

The second concern p u t t i n g  the  Regional imbalance 

th e o r ie s  i n t o  ques t ion  is  r e la te d  t o  the  e f f e c t i v e n e s s  o f  

t h e i r  p o l i c y  recommendations. These t h e o r ie s  argue t h a t  f o r  

e q u i t y  and n a t io n a l  u n i t y  c o n s id e ra t io n s ,  i t  i s  necessary to  

e s t a b l i s h  co un te r -p o le s  o u ts id e  the cen te rs  t o  c o r r e c t  the  

unbalanced development r e s u l t i n g  from the  work ing  o f  market 

f o rc e s .  However, the  Indonesian exper ience demonstrates the  

l i m i t a t i o n s  o f  t h i s  p r e s c r i p t i o n .  Th is  i s  c l e a r  f rom the 

exper ience o f  the i n d u s t r i a l  ce n te r  c a l l e d  KIMA in  South 

Sulawesi ,  designed as an enclave area f o r  the  whole o f  Eastern 

Indones ia .  A f t e r  more than 5 years o f  o p e ra t io n ,  on ly  16 f i r m s  

have been e s ta b l is h e d  th e re  and v i r t u a l l y  no b e n e f i t s  have 

f lowed to  o the r  areas.  The reason i s  s im p ly  because t h i s  

ce n te r  i s  too  f a r  from the major markets and dec is ion -m ak ing



130

cen te rs  and lack s u f f i c i e n t  i n f r a s t r u c t u r e  t o  be a t t r a c t i v e  

f o r  the  c a p i t a l J

The exper ience o f  KIMA, in  my o p in io n ,  represents  the  

f a i l u r e  o f  the  co u n te r -p o le s  s t ra te g y  to  deal w i th  the  

reg iona l  problems in  Indones ia ,  The r e s u l t s  o f  the c re a t io n  o f  

a r t i f i c i a l  co u n te r -p o le s  in  the co un t ry ,  in  most cases, have 

been d is a p p o in t in g .  These co u n te r -p o le s  have f a i l e d  in  both 

a c c e le ra t in g  the  pace o f  development o f  t h e i r  correspond ing 

reg ions  and in  spreading the development and i t s  f r u i t s  i n t o  

the o th e r  reg ions .  These co u n te r -p o le s  f a i l  to  induce backward 

and fo rward  l in ka g e  e f f e c t s  as Hirchman argued. As a r e s u l t ,  

the t r i c k le - d o w n  e f f e c t s  fo re -seen  ta k in g  p lace in  the long-  

run have no t  been r e a l i z e d .  In d i r e c t  c o n t ra s t ,  th e re  is  a 

tendency o f  t r i c k l e - u p  e f f e c t s  i f  one sees t h a t  the core 

reg ions in  Java as being ab le  to  a c ce le ra te  the pace o f  t h e i r  

economic development,  w h i le  most p e r ip h e ra l  reg ions experience 

economic s ta g n a t io n .  In  the  end, un i fo rm  development over the 

whole coun t ry  has not  been occurred and reg iona l  backwardness 

and d i s p a r i t i e s  remain the  fe a tu re s  o f  the a rch ipe lago .

What can be drawn from the experienced o f  KIMA i s  t h a t  

the  c r e a t io n  o f  a c o u n te r -p o le  cen te r  by no means leads to  the  

r e d i r e c t i o n  o f  c a p i t a l .  The tendency toward s p a t ia l  

i n e q u a l i t i e s  generated by the  working o f  market fo rce s  seems 

too  s t ron g  to  be t a c k le d  o n ly  through a c r e a t io n  o f  a r t i f i c i a l  

po les .

\  See report in lempo, July 7, 1990, pp. 24-6; July 14, 1990, pp. 89.
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f o r  the  c a p i t a l  /

The experience o f  KIMA, in  my o p in io n ,  represents  the 

f a i l u r e  o f  the cou n te r -p o le s  s t ra te g y  t o  deal w i th  the 

reg iona l  problems in Indones ia .  The r e s u l t s  o f  the  c r e a t io n  o f  

a r t i f i c i a l  co un te r -po les  in  the co u n t ry ,  in  most cases, have 

been d is a p p o in t in g .  These co u n te r -p o le s  have f a i l e d  in  both 

a c c e le ra t in g  the pace o f  development o f  t h e i r  correspond ing 

reg ions and in  spreading the  development and i t s  f r u i t s  i n t o  

the o the r  reg ions .  These c o u n te r -p o le s  f a i l  t o  induce backward 

and forward l inkage  e f f e c t s  as Hirchman argued. As a r e s u l t ,  

the t r i c k le -d o w n  e f f e c t s  fo re -seen  ta k in g  p lace  in  the  long-  

run have not been r e a l i z e d .  In  d i r e c t  c o n t r a s t ,  th e re  i s  a 

tendency o f  t r i c k l e - u p  e f f e c t s  i f  one sees t h a t  the  core  

reg ions in  Java as being ab le  to  a c c e le ra te  the  pace o f  t h e i r  

economic development, w h i le  most p e r ip h e ra l  reg ions  exper ience 

economic s tag n a t ion .  In  the end, un i fo rm  development over the  

whole coun try  has not been occurred and re g io n a l  backwardness 

and d i s p a r i t i e s  remain the fe a tu re s  o f  the  a rc h ip e la g o .

What can be drawn from the exper ienced o f  KIMA i s  t h a t  

the c re a t io n  o f  a c o u n te r -p o le  cen te r  by no means leads t o  the  

r e d i r e c t i o n  o f  c a p i t a l .  The tendency toward s p a t i a l  

i n e q u a l i t i e s  generated by the  work ing o f  market fo rc e s  seems 

too  s t rong  to  be ta c k le d  on ly  th rough a c r e a t i o n  o f  a r t i f i c i a l  

p o le s .

L See report in Tempo, July 7, 1990, pp. 24-6; July 14, 1990, pp. 89.
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The f a i l u r e  o f  the  Regional Imbalance school o f  though t ,  

in  my o p in io n ,  i s  f i r s t  because the p o l i c y  recommendations 

assume an advanced i n f r a s t r u c t u r e  system. In  Indones ia ,  

e s p e c ia l l y  on the  o u te r  i s la n d s ,  se r io us  t r a n s p o r t  and 

communication b o t t le n e c k s  ex is t .®  The economic development o f  

Java, e s p e c ia l l y  o f  Jaka r ta  i s  p a r t l y  due to  i t s  s u p e r i o r i t y  

in  t r a n s p o r t a t i o n  and communication systems v i s - a - v i s  the  r e s t  

o f  the  country.® The second, i s  t h a t  the idea o f  c r e a t in g  

c o u n te r -p o le s  was drawn from the experience o f  mainland 

Europe. The geograph ica l  na tu re  o f  the area in  which the 

growth po le  theory  was concieved takes geographica l b a r r i e r s  

t o  be minimal on ly  a p e r ip h e ra l  co n s id e ra t io n  in  t h i s  concept.  

Th is  i s  very  d i f f e r e n t  from Indones ia .  The nature  o f  the 

a rch ipe la g o  presen ts  s u b s ta n t i a l  geographic b a r r i e r s  

e x p la in in g  the lack  o f  adequate to  communication and 

t ra n s fo rm a t io n  systems.

Since the  Regional Imbalance t h e o r i e s ’ p r e s c r ip t i o n s  are 

based on the  exper ienced o f  the European c o n t in e n t  as 

d iscussed above, i t  i s  be l ie ved  t h a t  once the co un te r -p o le s  

are e s ta b l i s h e d ,  la bo r  as w e l l  as c a p i t a l  w i l l  a lso  move i n t o  

these po les .  Th is  a n a ly s is  s u f f e r s  from the assumptions t h a t  

n u l l i f y  t r a n s f e r  co s t  s t r u c t u r a l  b a r r i e r s  t h a t  p revent  people

. Hal H ill and Anna Weidemann, Regional Development in Indonesia: 
Patterns and Issues in H ill, (ed.), Unity and Diversity, Op. pp.35, 
37.

Lance Castle, Jakarta: The Growing Centre in Hall H ill, (ed.). 
Unity and Diversity   Ib id ., pp. 243-4.
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from moving in to  the a r t i f i c i a l  po les .  The low le v e l  o f  

i n t e r - p r o v i n c i a l  m ig ra t io n  as d iscussed be fo re  im p l ie s  t h a t  

h igh t r a n s fe r  cos ts  and s t r u c t u r a l  b a r r i e r s  e x i s t .  The 

co n ce n t ra t io n  o f  c a p i t a l  and c o n t in u a l  f lo w  o f  c a p i t a l  to  

i n d u s t r i a l  a c t i v i t i e s  in  Java p o in t  o u t  the f a i l u r e  o f  new 

a r t i f i c i a l  co u n te r -po les  as in c e n t iv e s  f o r  both the c a p i t a l  

and labo r  t o  d e c e n t ra l i z e .  Thus, t o  overcome the  reg iona l  

problem in  a coun try  such Indones ia ,  i t  cannot be done on ly  

through p ro v id in g  the  economic o p p o r t u n i t i e s  a t  the 

development po les.  Other f a c t o r s ,  such as p o l i t i c a l  f a c t o r ,  

c u l t u r e ,  e t c . ,  have to  take i n t o  account.

The t h i r d  f a c t o r  c o n t r i b u t i n g  t o  the  f a i l u r e  o f  the 

Regional Imbalance t h e o r i e s ’ p o l i c y  recommendations i s  r e la te d  

to  the ignorance o f  an equal d i s t r i b u t i o n  and access to  

in fo rm a t ion  as the c r i t i c a l  f a c t o r  in  development.  The 

Regional Imbalance t h e o r ie s ,  as in  the  case o f  the  Regional 

S e l f -ba lan ce  t h e o r ie s ,  seem t o  b e l ie v e  t h a t  i n fo rm a t io n  i s  

e q u a l ly  d i s t r i b u t e d  th roug h ou t  the  coun t ry  and t h a t  every 

person regard less  o f  where he o r  she l i v e s  has an equal access 

to  such in fo rm a t io n .  However, t h i s  i s  no t  the  case. For 

ins tance ,  i t  i s  w id e ly  known t h a t  the  d i s t r i b u t i o n  o f  

in fo rm a t io n  about jo b  o p p o r t u n i t i e s  i s  very  skewed in  the  

coun try .
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I I I .  S tru c tu ra l Dependency E xp la n a tio n s  and T h e ir  L im its

In many ways, the  th e o r ie s  grouped under the  um bre l la  o f  

S t r u c tu r a l  Dependency school o f  thought  have b e t t e r  

e xp la n a t io n s  to  the problem o f  reg iona l  backwardness and 

d i s p a r i t i e s  in  Indones ia .

T h e i r  bas ic  arguments t h a t  underdevelopment o f  a n a t io n  

o r  reg ion  i s  a te rm in a l  process o f  the  work ing o f  the  market 

fo rc e s  and t h a t  the  underdevelopment o f  the  p e r ip h e ry  i s  a 

necessary c o n d i t i o n  f o r  the advancement o f  developed c o u n t r ie s  

matchs the  Indonesian exper ience .  The comparat ive  da ta  (bo th  

economic and s o c i a l )  between the  Eastern and Western p a r t s  o f  

Indones ia  p rov ided in  chapter  I I I  co n f i rm s  t h a t  

underdevelopment o f  the former i s  the te rm in a l  c o n d i t i o n  f o r  

the  l a t t e r .

A lso ,  the argument t h a t  the  cause o f  re g io n a l  

underdevelopment and d i s p a r i t i e s  i s  embedded in  the  

i n t e r n a t i o n a l  economic s t r u c t u r e  has s o l i d  grounding. A t  the  

very  le a s t ,  the  economic d e t e r i o r a t i o n  o f  most reg ions  w i th  

abundance n a tu ra l  resources d iscussed be fore  serves as an 

example o f  the v a l i d i t y  o f  t h i s  argument. The economic 

d e t e r i o r a t i o n  o f  Aceh, Riau, South Sumatera, and the  l i k e  - -  

the  main n a tu ra l  resources reg ions in  Indones ia  — in  my 

o p in io n  can be understood b e t t e r  from the p e rs p e c t iv e  o f  

S t r u c t u r a l  Dependency p o in ts  o f  view.

I f  one looks i n t o  the p e r iod  o f  1980 t o  1987 d u r in g  which
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the p rov inces  o f  r i c h  n a tu ra l  resource endowments experienced 

economic d e t e r i o r a t i o n ,  he o r  she w i l l  come to  r e a l i s e  t h a t  

t h i s  pe r iod  was the p e r iod  o f  economic recess ion  in  the  g loba l  

market.  The g loba l  economic recess ion  se ve re ly  a f fe c te d  the 

economy o f  the coun t ry  in  two ways. The f i r s t  i s  the  weakening 

o f  the demand f o r  o i l  in  1982, which led to  the p r i c e  and 

quota reduc t ions  o f  March 1983. The reduc ing  In d o n es ia ’ s gross 

o i l  and LNG expo r t  ea rn ings  f e l l  from n e a r ly  US$19 b i l l i o n  in  

1981/82 to  US$14.7 b i l l i o n  in  1982/83.'® I t  de c l in ed  f u r t h e r  

to  US$12.4 b i l l i o n  in  1986 due to  the  second d e c l in e  o f  o i l  

p r ic e s  in  1986."  The World Bank es t im ated  t h a t  over the  past  

f i v e  years rea l  o i l  p r i c e s  have f a l l e n  by more than 50%. Most 

o f  these de c l in e s  have occurred  s ince  e a r l y  1986. Anne Booth 

argued t h a t  the f a l l  in  o i l  revenue was so ra p id  so t h a t  she 

es t imated t h a t  government sav ings f e l l  t o  less  than 20% o f  

t o t a l  development e xpend i tu re . '^  Secondly, the  demand f o r  and 

the p r ic e s  o f  the t r a d i t i o n a l  n o n -o i l  e x p o r ts  o f  Indones ia ,

'®. The World Bank Report, Indonesia, Po lic ies For Growth and 
Employmntt 1985; Richard Robison, After The Gold Rush: The Politics of 
Economic Restructuring in Indonesia in the 1980s in Richard Robison, Kevin 
HewIson and Richard Higgott, (ed.). Southeast Asia in the 1980: The 
P o litic s  o f Economic Crisis, Allen Unwin, Sydney, London, Boston, 1987, p. 
28.

" . The World Bank Report, Indonesia, Adjusting to Lower O il Revenue, 
1986. Crude o il prices fe ll from US$28/barrel in January 1986 to below 
US$10/barrel in August 1986. As a result, net oil/LNG earning fe ll by US$2 
billion between 1986 and 1987, see the World Bank Report, Indonesia, 
Adjustment, Growth and Sustainable Development, 1988.

Anne Booth, Repelita V and Indonesia's Medium Term Economic 
Strategy, B u lle tin  o f  Indonesian Economic Studies, Vol. 25, No. 2, August 
1986, p. 13.
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e s s e n t i a l l y  a g r i c u l t u r a l  commodit ies, d e c l in e d ,  lead ing  to  a 

f a l l  in  n o n -o i l  e xp o r t  r e c e ip ts  from over US$6 b i l l i o n  in 

1979/80 to  less  than US$4 b i l l i o n  in  1982/83.'^ By 1985, the 

World Bank’ s index o f  33 commodity p r ic e s  was 20% below t h e i r  

le ve l  in  1979-1981 and had reached t h e i r  lowest le ve l  in  the 

27 years s ince  the index has been compi led. '*  O v e ra l l ,  the 

e x te rn a l  terms o f  t ra d e  o f  Indones ia  d e te r io r a te d  by ne a r ly  

15% between 1981 and 1985.

The sharp redu c t io n  in  t o t a l  e x p o r t  earn ings  c reated 

s u b s ta n t i a l  p ressure on the  balance o f  payments, r e s u l t i n g  in 

an account d e f i c i t  o f  US$7.1 b i l l i o n  ( e q u iv a le n t  t o  8.5% o f  

GNP) in 1982/83 compared t o  a s u rp lu s  o f  US$2.2 b i l l i o n  two 

years e a r l ie r . '®

Since a l l  o f  the r i c h  n a tu ra l  resources reg ion  based 

t h e i r  development on e x p l o i t a t i o n  o f  t h e i r  g iven na tu ra l  

resources, e s p e c ia l l y  o i l  and n a tu ra l  gas to  be so ld  in  the 

i n t e r n a t i o n a l  market,  the  v u l n e r a b i l i t y  o f  raw -m ate r ia l  

products  in  the  face o f  i n t e r n a t i o n a l  market as argued by 

Preb isch and many o th e r  S t r u c tu r a l  Dependency proponents 

became the  law f o r  these r i c h  n a tu ra l  resources p rov inces .  The 

decreases o f  o i l  and LNG, and o th e r  a g r i c u l t u r a l  commodit ies 

p r i c e s  on the  i n t e r n a t i o n a l  market as demonstrated above not 

o n ly  supported the  n o t ion  o f  the  th eo ry  o f  Adverse Terms o f

The World Bank Report 1985, Loc. Cit.
14 . The World Bank Report 1986, Loc. Cit.

Ibid.
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Trade f o r  Pr imary Expor te rs  o f  both Preb isch and S inger ,  but  

a lso  a f f e c te d  the  leve l  o f  development o f  a l l  the  r i c h  n a tu ra l  

resources reg ions .  I f  one looks the reg iona l  backwardness and 

d i s p a r i t i e s  in  Indones ia  from t h i s  p e rs p e c t iv e ,  i t  becomes 

c le a r  t h a t  the u n d e r ly in g  f a c t o r  de te rm in ing  the  economic 

d e t e r i o r a t i o n  o f  the  r i c h  n a tu ra l  resources p rov inces  in  

Indonesia i s  in  process embedded in  the i n t e r n a t i o n a l  economic 

s t r u c tu r e .

While the exper ience o f  the is la n d s  Timor and Maluku 

discussed before  a lso  demonstrate t h a t  the  backwardness o f  

t h i s  i s la n d  i s  the lo g i c a l  consequence o f  (see T a i l o r ’ s 

p é r i o d i s a t i o n  o f  the  p e n e t ra t io n  o f  c a p i t a l i s m  and i t s  

a r t i c u l a t i o n  w i th  p r e - c a p i t a l i s t  mode o f  p rod uc t io n  in  chap te r  

I I I ,  s e c t io n  C) the  second p e r iod  o f  c a p i t a l i s m  p e n e t ra t io n  

i n t o  the reg ion .  The d e c l i n in g  ra te  o f  p r o f i t  in  Europe fo rced  

the c a p i t a l i s t  t o  search new blood t o  r e v i t a l i z e  i t s  

expansion. As a consequence, a t r a n s f e r  o f  resources and 

p r o f i t  from p e r ip h e r ie s  (Timor and Maluku) t o  the  c a p i t a l i s t  

coun try  ( th e  Nether lands and the  P o r tu g a l )  took p lace .  The 

f a c t  t h a t  the im por t  d u t ie s  le v ie d  on sandalwood were 

s u f f i c i e n t  t o  cover the  cos t  o f  the  lo c a l  government o f  Macao 

( th e  Portuguese t r a d in g - p o s t  in  China) d u r in g  the e igh teen  

cen tu ry  can be used as an i l u s t r a t i o n .  The long- te rm  

h i s t o r i c a l  pe rsp e c t ive  o f  T im or ’ s and Maluku’ s exper ience 

suggests t h a t  underdevelopment o f  these is la n d s  i s  s imp ly  

another  s id e  o f  the  same c o in  o f  the  development o f  the
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co lon ia l  ( c a p i t a l i s t )  power a t  the centers. The backwardness 

of Timor and Maluku islands which once had a very substant ia l  

natural resource endowment is  ne i ther  due to  the immobil i ty  of  

the fac to rs  market, nor i t  can be understood in terms of  the 

f a i l u r e  to e x p lo i t  t h e i r  given natural resources. By contrast ,  

i t  is  a product o f  the working o f  market forces in these 

islands funct ion ing to e x t rac t  the surplus value from these 

regions. This also means th a t ,  un l ike the general p red ic t ion  

of the Regional Self-Balance theory,  arguing that  the removal 

of market ba r r ie rs  together with the a b i l i t y  to  e x p lo i t  a 

reg ion ’ s natural resources w i l l  generate economic development, 

the Timor and Maluku’ s experienced shows the reverse tendency. 

What I am t r y in g  to demonstrate here is  tha t  i f  one looks the 

problem of the backwardness o f  a region in h is to r i c a l  context 

i t  fo l lows the basic argument o f  Dependency theory, espec ia l ly  

of Frank. The case of  the is lands of Timor and Maluku seems to 

support the general conclusion of Frank in which he argues 

tha t  the most underdeveloped regions today are the regions 

which had a very close t i e s  to  the centers of cap i ta l ism in 

the past. However, t h i s  does not suggest tha t  t h i s  conclusion 

can be taken fo r  granted as a general pa t te rn .  The 

inconsistency of h is to r i c a l  evidence from other regions of the 

country brings about d i f f i c u l t i e s  in drawing such a general 

conclusion. Therefore, i t  is  important to t r e a t  the case of 

the islands Timor and Maluku only as a part  of  the 

explanations to the regional problems of Indonesia.
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Another argument proposed by the  S t r u c tu r a l  Dependency 

t h e o r ie s  r e la te d  to  the  f u n c t io n  o f  the cen te r  o f  the  

p e r ip h e ra l  c o u n t r ie s  as a medium to  a p p ro p r ia te  economic 

s u rp lu s  from the p e r ip h e ra l  reg ions  a lso  seems t o  v a l i d  in  the  

Indonesian co n te x t .  Once aga in ,  T imor ’ s and Maluku’ s 

exper ience serves as an i l l u s t r a t i o n .  While the  recen t  

development on the  f o u r  p rov inces  o f  Kalimantan d iscussed 

be fo re  p rov ides  another  ground f o r  the  aforement ioned 

argument.

The exp lana t ions  so f a r  demonstrate t h a t  th e  S t r u c t u r a l  

Dependency th e o r ie s  have b e t t e r  e x p lan a t io n s  t o  the  reg iona l  

problem in  the Indonesian c o n te x t .  However, the  Indonesian 

exper ience a lso  s p e l l s  ou t  the l i m i t a t i o n s  o f  the  S t r u c tu r a l  

Dependency th e o ry ,  e s p e c ia l l y  o f  Neo-Marxism. I t  was argued 

t h a t  reg iona l  backwardness and d i s p a r i t i e s  are necessary 

c o n d i t io n s  f o r  expanded re p ro du c t io n  o f  c a p i t a l  a t  the  ce n te r .  

Th is  was based on the  b e l i e f  t h a t  c a p i t a l  expansion re q u i re s  

and a lso  c rea tes  a massive la b o r  fo rc e  held  in  the  reserve  in  

the  p e r ip h e ra l  reg ions .  However, t h i s  argument f a i l s  t o  take 

i n t o  account t h a t  the  core reg ions  themselves may have an 

u n l im i te d  supply o f  labor  which can be purchased any t ime f o r  

the  rep roduc t ion  o f  c a p i t a l .  Th is  is  the case o f  Java. Since 

Java has an u n l im i t e d  supp ly  o f  labo r  t o  meet c a p i t a l  

accumula t ion  requ irem ents ,  even w i th o u t  t r a n s m ig r a t io n ,  I  

t h i n k ,  th e re  i s  a complete am bigu i ty  towards backward reg ions  

on the p a r t  o f  c a p i t a l i s t s .
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From the Indonesian experienced i t  is  c lear  tha t  the 

v a l i d i t y  of  Neo-Marxism’ s argument can only be sustained i f  

the labor sca rc i ty  ex is ts  at  the center. In t h i s  respect, the 

c r i t i c i s m  which has already been made of the Regional Se l f -  

Balance theories regarding t h e i r  im p l i c i t  assumption of the 

existence of f u l l  employment at  the center is  also applicable 

fo r  Neo-Marxism. And the fa c t  tha t  Indonesia’ s economic growth 

rate as a whole has been r e la t i v e l y  high (not to mentioned 

NICs, e t c . )  suggests th a t  the Neo-Marxist proponents have 

s ig n i f i c a n t l y  underestimated the dynamism of at least par t  of  

the periphery.

IV. State P o l ic ies  Theories’ explanations and t h e i r  l im i t s

Recently there is  a growing l i t e r a tu r e  focusing on the 

ro le of  the s ta te  in exp la in ing and understanding the whole 

question of regional backwardness and d is p a r i t ie s  in 

Indonesia.’®

On the f i r s t  place i t  was argued tha t  the ro le  of the New 

Order State o f  Indonesia in transforming socia l re la t ions  and 

fos te r ing  the development of  a support ive indigenous 

c a p i t a l i s t  class has resul ted in  the emergence of  what Robison

u . See for example Hi l l ,  (ed. ) ,  Unity and Diversity, Op, Cit,
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c a l le d  the p o l ico -b u re a u c ra ts . According to  A r i e f  Budiman,’  ̂

f e a r in g  the emergence o f  a s t rong  independent ind igenous c lass  

who may become a p o l i t i c a l  com pe t i to r  the New Order S ta te  o f  

Indonesia dur ing  the l a s t  two decades, ins tead  o f  suppo r t ing  

the development o f  a s t rong  indigenous c la s s ,  has tu rned to  

support  the development o f  Chinese business c la ss .  However, 

problems o f  l e g i t im a t i o n  fo rced  the s ta te  to  develop the 

indigenous business c la ss .  A cco rd ing ly ,  the  s ta te  f i r s t  helped 

to  e le va te  the indigenous people in  s - 'a l l  and medium-sized 

businesses by g iv in g  them s ta te  f i n a n c i a l  c r e d i t  which was 

denied to  the Chinese. Secondly, in  the la rg e -s c a le  business,  

the s ta te  has helped i t s  most t r u s te d  ind igenous suppo r te rs .  

They are the r e l a t i v e s  o f  h ig h - ra n k in g  s t a te  bureaucrats '® who 

'iave been c u l t i v a t e d  in t o  the n a t io n a l  b o u rg e o is ie .  The r e s u l t  

i s  the emergence o f  the p o lic o -b u re a u c ra ts  as Robison c a l le d  

them or the c l ie n t  b o u rg e o is ie  t o  use A r i e f  Budiman’ s 

te rm ino logy .  They are p r i v a te  business people who own t h e i r  

businesses but are dependent on s ta te  bureaucra ts  patronage 

f o r  t h e i r  s u r v i v a l .  I t  was repor ted  t h a t  the  most ir* r t a n t  

indigenous business people in  the coun try  are the  r e l a t i v e s  o f  

the top o f f i c i a l s  o f  the New Order s ta te. '®

. Arief Budiman, The Emergence of the Bureaucratic Capita l is t State 
In Indonesia in Lim Teck Ghee, (ed.), Reflection On Development in 
Southeast Asia, Asean Economic Research Unit, Ins t i tu te  of Southeast Asian 
Studies, Singapore, 1988, pp. 120-2.

'®. See Richard Robison, Indon^^sia. The Rise o f Capital, Asian Studies 
Association of Australia, Canberra, 1986, pp. 329-367.

'®. Asian Wall Street Journal, 24, 25, 26 November 1986.
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The r i s e  o f  i t s  indigenous bou rgeo is ie  c lass  is  c r u c ia l  

in  de te rm in ing  reg iona l  backwardness and d i s p a r i t i e s .  At the 

very le a s t  t h i s  p o l i c y  o f  f a v o r i t i s m  has blocked the 

p o s s i b i l i t y  o f  the o the rs  who are not the r e l a t i v e s  o f  the 

h ig h - ra n k in g  government o f f i c e r s  to  e n te r  i n t o  the  business 

s tage. Since the vas t  m a jo r i t y  o f  the h ig h - ra n k in g  bureaucra ts  

and t h e i r  r e l a t i v e s  are in  Java, the p o l i c y ,  in  one hand, 

favoures  Java, and on the  o th e r  d is c r im in a te s  a ga in s t  the 

o u te r  i s la n d s .  Together w i th  the h i s t o r i c a l  f a c t  t h a t  most o f  

the Indonesian bou rgeo is ie  p r i o r  to  the New Order government 

were concen tra ted  on Java, the way is  paved f o r  t h i s  Java- 

based en t rep reneur  c la ss  to  form the o l ig a r c h y  who c o n t ro l  the 

s ta te  and monopolize the  economic f i e l d .  Only a few inc luded 

in  t h i s  group were on Sumatera and Sulawesi. '^  In the pas t ,  

as A r i e f  Budiman a r g u e s , t h e  monopoly over economic 

a c t i v i t i e s  by t h i s  Java-based en t rep reneur  c lass  led to  a 

s e r io u s  i n t e r n a l  d isp u te  among f a c t i o n s  o f  t h i s  c la ss .  In 

1957 , the  reg ion a l  r e b e l l i o n s  t h a t  took p lace were the 

r e f l e c t i o n s  o f  t h i s  i n t e r n a l  d isp u te .  The non-Javanese 

bou rgeo is ie  who l i v e d  in  Sumatera and Sulawesi reacted and, 

supported by lo ca l  m i l i t a r y ,  re b e l le d  a g a in s t  the Javanese 

bourgeousie and the Centra l  S ta te .

The second issue ra ise d  by Sta te  P o l i c i e s  th e o r ie s  is  

r e la te d  t o  development s t ra te g y  undertaken s ince  the New Order

Arief Budiman, Op. Cit:., p. 116. 

Ibid.
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government o f  Indonesia came to  power in  1965.

As in  the case o f  many deve lop ing c o u n t r ie s ,  Indones ia  

had a long per iod  o f  import  s u b s t i t u t i o n  i n d u s t r i a l i z a t i o n .  

This  s t ra te g y  requ i red  the  government to  pursue p o l i c i e s  o f  

p ro te c t io n is m  in  o rde r  to  safeguard the i n f a n t  loca l  

i n d u s t r i e s  from the products  o f  more advanced in d u s t r i e s  o f  

developed c o u n t r ie s .  Accord ing to  the S ta te  P o l i c i e s  t h e o r ie s ,  

e s p e c ia l l y  L i p t o n ’ s theo ry  o f  urban b ia s ,  the  s t r a te g y  o f  

p r o te c t i o n  and subsidy o f  import  s u b s t i t u t i o n  

i n d u s t r i a l i z a t i o n  d i s t o r t e d  and wasted the  p ro d u c t iv e  

resources. The Indonesian case seems to  f i t  w i th  t h i s  

argument. The high average ra te s  o f  e f f e c t i v e  p r o t e c t i o n  have 

supported a s t ronger  exchange ra te .  Th is ,  as argued by H i l l  

and Waismann, and A z i s , ^  has re s u l te d  in  the  d i s t o r t i o n  o f  

the s t r u c tu r e  o f  reg iona l  economic development.  The ex t rem e ly  

h igh con ce n t ra t io n  o f  i n d u s t r i e s ,  e s p e c ia l l y  o f  consumer goods 

i n d u s t r i e s  on the i s la n d  o f  Java ( t a b le  3.9 and 3 .10)  makes 

t h i s  area b e n e f i t  most from the p o l i c i e s  o f  p r o te c t io n is m  a t  

the expenses o f  the o u te r  is la n d s .  Java, t h e r e fo r e ,  i s  the 

r e c i p i e n t  o f  subs id ies  by o u te r  i s la n d  consumers o f  t h e i r  

p roducts  and by raw m a te r ia l  producers who rece ive  a low p r i c e  

f o r  t h e i r  goods:

Iwan Jaya Azis, Key Issues in Regional Development in Hall H i l l ,  
(ed.). Unity and Diversity, Op. C it., p. 56.
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"Ju s t  as p r o te c t i o n  taxes e x p o r te rs ,  the Indonesian 
t ra d e  regime has co n fe r red  very la rge  subs id ie s  on 
m a nu fac tu re rs , loca ted  main ly  on Java, and 
pena l ized  both the  Outer Is la n d s  consumers, who 
must pay a premium over in t e r n a t i o n a l  p r ic e s  f o r  
these p roduc ts ,  and e x p o r te rs ,  who rece ive  a lower 
rup iah  ( the  Indonesian cu r rency )  re tu rn  from t h e i r  
sa le .

H i l l  and Weismann, and Az is  are q u i t e  r i g h t ,  e s p e c ia l l y  

i f  one cons iders  t h a t  12 out  o f  13 most h e a v i ly  p ro te c ted  

i n d u s t r i e s  are p r i m a r i l y  loca ted  on Java .^  Even the recent 

government p o l i c i e s  ( th e  s t r u c t u r a l  ad justment programs) 

pushed upon the Indonesian government by the IMF and the World 

Bank to  l i b e r a l i s e  the economy and promote n o n -o i l  expo r ts  

through the  p o l i c y  packages o f  May 6, 1986, October 25, 1985 

and January 15, 1987 s t i l l  favoured m anufac tur ing  i n d u s t r i e s  

loca ted  ma in ly  on Java. Az is  found t h a t  in  the l a s t  two 

packages, the  f o u r  i n d u s t r i e s  w i th  the  g re a te s t  percentage o f  

i tems s h i f t e d  to  the  General Im p o r te r  ca tegory  are non -ba t ik  

t e x t i l e s  (31%), e l e c t r i c a l  equipment (13%), chemicals (9%), 

and le a th e r  (9)%. These are m a in ly  loca ted  on Java. Import 

r e s t r i c t i o n s  were a lso  removed from in d u s t r i e s  w i th  h ighes t  

percentage o f  CCCA/(trade c l a s s i f i c a t i o n )  i tems ( p a in t s ,  t i r e s  

and tubes, h ides and le a th e r ,  paper and p r i n t i n g ,  and g lass 

p ro d u c ts ) .  By c o n t ra s t ,  the a g r i c u l t u r a l  se c to rs ,  e s p e c ia l l y  

the  im por tan t  e x p o r t - o r i e n te d  e s ta te s  se c to r  loca ted  main ly  on

Hal H i l l  and Anna Weidemann, Regional Development In Indonesia: 
Patterns and Issues in H i l l ,  (ed.), Ib id ., pp.48-9.

Ib id .
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the o u te r  i s la n d s ,  was e n t i r e l y  excluded from the reform 

package.^

The t h i r d  issue addressed by the  proponents o f  the  S ta te  

P o l i c i e s  th e o r ie s  in  the Indonesian co n te x t  i s  r e la te d  to  

i n d u s t r i a l  r e g u la t io n  and l i c e n s in g  systems. H i l l  and 

Weismann, f o r  ins tances ,  argue t h a t  the  system o f  i n d u s t r i a l  

r e g u la t io n  and l i c e n s in g  has had an even more powerfu l  "Java 

c e n t r i c "  e f f e  t ,  ’"hey found t h a t  every major i n d u s t r i a l  

p o l icy -m ak ing  d e c is io n  i s  undertaken in  J a k a r ta ,  and l i ce n ce s  

f o r  every s i g n i f i c a n t  new i n d u s t r i a l  investment must be 

ob ta ined from government o f f i c e s  in  Ja ka r ta  too.?* 

Furthermore, they argue t h a t  superimposed on these formal 

b u re a u c ra t ic  requirements i s  a web o f  in fo rm a l  connect ions  

which have a d d i t i o n a l  c e n t r a l i z i n g  e f f e c t s .  Th is  web o f  

in fo rm a l  connect ions,  as w i l l  be d iscussed l a t e r ,  i s  c. p roduc t  

o f  the  p o l i t i c a l  c u l t u r e  o f  the  co u n t ry .

The fo u r th  issue addressed i s  focused on the  c e n t r a l i z i n g  

e f f e c t s  o f  a range o f  s p e c i f i c  r e g u la to r y  measures. Many 

s p e c i f i c  re g u la to ry  measures undertaken by the  government are 

argued t o  adverse ly  a f f e c t  the poorer  reg ions  o u ts id e  Java, 

e s p e c ia l l y  in  Eastern Indones ia .  For example, a p rom is ing  

l i v e s t o c k  e xpo r t  t rade  produced by the  p rov inces  o f  East and 

West Nusa Tenggara was p r o h ib i t e d  in  1978 in  o rde r  t o  ensure 

s ta b le  domest ic meat s u p p l ie s ,  m a in ly  f o r  consumers in  Java.

Azis, Op. C it., pp. 68-9.

Hal H i l l  and Anna Weidemann, Ib id .
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S i m i l a r l y ,  t rade  w i th  Darwin in  Northern A u s t r a l i a  is  

i n h i b i t e d  by re g u la t io n s  r e q u i r i n g  expo r ts  from both p rov inces  

o f  Nusa Tenggara to  be shipped through Surabaya. Whi le  land 

re g u la t io n s  have d iscouraged the growth o f  p o t e n t i a l l y  

im po r tan t  sandalwood in d u s t ry  in  East Nusa T e n g g a r a . I n  the 

d is tance  p rov ince  o f  North Sulawesi H i l l  and Wesmann found 

t h a t  government r e s t r i c t i o n s  d is c r im in a te  a g a ins t  lo ca l  

coconut and c love  producers .  Another example concerns the 

r e c e n t l y  (1987) in t roduced  p r o h i b i t i o n  on ra t ta n  e x p o r ts .  

Despi te  the  f a c t  t h a t  most r a t t a n  is  grown o u ts id e  Java, 

e s p e c ia l l y  in  Kal imantan, the government re g u la t io n  s p e c i f i e d  

design p rocess ing  cen te rs  in  Surabaya, Jakar ta  and Medan to  

c o n t ro l  p ro d u c t io n ^ .  While  the economic r a t i o n a le  f o r  such 

p o l i c i e s  i s  f a r  f rom pe rsuas ive ,  the  e f f e c t  o f  such p o l i c i e s  

i s  q u i t e  c le a r :  most o f  the va lue added from domest ic

process ing  w i l l  be captured by producers in Java. As a 

consequence, Java generates economic development, w h i le  the 

r e s t  o f  the  c o u n t ry ,  e s p e c ia l l y  the Eastern p a r t  o f  the 

a rch ip e la g o  lags behind.

From t i  e xp la na t io n s  and ins tances presented above i t  i s  

c le a r  t h a t  p a r t  o f  the problem o f  reg iona l  backwardness and 

d i s p a r i t i e s  in  Indones ia  i s  the p roduct  o f  the Java-b iased 

p o l i c i e s  undertaken by the Indonesian government. These 

d i s c r im in a t o r y  p o l i c i e s  are both the causes and mechanisms o f

Ib id ., p. 50.

Iwan J. Azis, Op. C it., pp. 56-7.
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the pe rs is tence  of  reg iona l  backwardness and d i s p a r i t i e s .  The 

government execute p o l i c i e s  t h a t  b e n e f i t s  the p o l i t i c o -  

b u re a u c ra tic  c lass  in  Java, p a r t i c u l a r l y  in  Ja ka r ta .  In  t h i s  

c o n te x t ,  the Urban Bias t h e o r y ’ s p r o p o s i t i o n s  proposed by 

L ip ton  and the bas ic  argument o f  Mamalakis' theory  o f  the 

Secto ra l  Clashes f i n d  t h e i r  grounding.

At a reg iona l  l e v e l ,  the  case o f  economic d e t e r i o r a t i o n  

o f  the r i c h  n a tu ra l  resource reg ions  d iscussed be fo re  a lso  

supports  the no t ion  o f  the S ta te  P o l i c i e s  school o f  though t .  

Th is  case r e f l e c t s  the re g ion a l  p o l i c y  b ias  undertaken by the 

Indonesian governments t h a t  have focused on the  e x t r a c t i o n  o f  

n a tu ra l  resources based on a l a r g e - s c a le  i n d u s t r i a l i z a t i o n ,  

ig n o r in g  the  r u r a l  areas o f  these reg ion s .  As argued by 

Mubyarto, the f a i l u r e  o f  the  r i c h  n a tu ra l  resources reg ions  to  

s u s ta in  t h e i r  economic development i s  due t o  the  e x c lu s io n  o f  

the development o f  r u ra l  areas o f  those re g ion s .  Th is  w i l l  be 

e q u a l ly  t ru e  i f  one looks i n t o  the  in c re a s in g  economic w e l fa re  

o f  the people, e s p e c ia l l y  the  r u r a l  people , o f  most poor 

n a tu ra l  resources reg ions du r ing  the  same p e r io d  o f  economic 

d e t e r i o r a t i o n  o f  the r i c h  n a tu ra l  reg ions  ( t a b le  3 . 8 ) .  In  

c o n t ra s t  t o  Riau and Aceh, the  governments o f  Yogyakarta,  West 

Sumatera, and many o th e rs  have more space t o  execute p o l i c i e s  

in  fa v o r  o f  r u ra l  people due t o  the  lack  o f  p o s s i b i l i t i e s  to  

e x t r a c t  weal th  and source o f  p o l i t i c a l  l e g i t i m a t i o n .

Despite the S ta te  P o l i c i e s  t h e o r i e s ’ s c o n t r i b u t i o n s  to  

e x p la in  and understand the re g ion a l  problems in  Indones ia ,
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they do not e x p la in  f u l l y  the Indonesian c o n te x t .  The main 

problem w i th  t h e i r  e xp la n a t io n  i s  t h a t  they seem to  i m p l i c i t l y  

argue t h a t  the s t a t e ,  as the Regional S e l f -B a lan ce  th e o r ie s  

would argue, has been the p r i n c i p l e  o b s ta c le  f o r  the 

a p p ro p r ia te  work ing o f  the market f o rc e s ,  and t h a t ,  the 

removal o f  t h i s  b a r r i e r  w i l l  lead to  the r e s to r a t i o n  o f  

s p a t ia l  e q u i l i b r i u m .  However, a t  le a s t  in  Indones ia ,  t h i s  i s  

no t  the case. The l i m i t a t i o n s  o f  the Regional S e l f -b a la n c e  

t h e o r i e s ’ e x p la n a t io n s  discussed be fo re  demonstrate t h i s  

c r i t c i s m .  Moreover, as has been demonstrated be fo re ,  the 

working o f  the  market is  one o f  the p r i n c i p l e  mechanisms in  

b r in g in g  about re g ion a l  backwardness and d i s p a r i t i e s  in  the 

a rch ipe lag o .

Another concern i s  re la te d  to  the lack o f  a long- term  

h i s t o r i c a l  dimension in  t h e i r  a n a ly s is .  They seem to  argue 

t h a t  reg iona l  backwardness and d i s p a r i t i e s  are on ly  recent  

phenomena. Th is ,  I  t h i n k ,  is  on ly  h a l f - t r u e .  The case of  the 

is la n d s  o f  Timor and Maluku discussed be fo re  demonstrates t h a t  

p a r t  o f  the backwardness o f  these is la n d s  i s  the h e r i ta g e  o f  

the Dutch and Portuguese c o lo n ia l i s m .
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V. An A lte rn a t iv e  E xp la n a tio n : P o l i t i c a l  F a c to rs

The main problem w i th  a l l  o f  the above f o u r  t h e o r e t i c a l  

schools  o f  thought  i s  t h a t  a l l  o f  them overemphasize economic 

f a c to r s ,  ig n o r in g  the c u l t u r a l  and p o l i t i c a l  aspects.  These 

schools  o f  thought  assume human being as an abso lu te  homo 

economicus, whose pr imary  motive to  undertake an a c t io n  is  

determined by economic r a t i o n a l i t y .  So, f o r  example, when the 

S ta te  P o l i c i e s  school o f  thought  speak o f  b ias  or  

d i s c r im in a to r y  p o l i c y ,  i t  i s  seen as a r e f l e c t i o n  o f  the 

economic i n t e r e s t  o f  a p a r t i c u l a r  group. The idea o f  the 

c re a t io n  o f  the a r t i f i c i a l  growth po les proposed by the 

Regional Imbalance th e o r ie s  b a s i c a l l y  assumes t h a t  these w i l l  

p rov ide  economic o p p o r t u n i t i e s ,  and t h a t  the  people as 

r a t i o n a l  economic a c to rs  w i l l  respons to  these o p p o r t u n i t i e s  

by e n te r in g  i n t o  these growth po les .  The Regional Se l f -Ba lance  

school o f  thought  a lso  sees economic m o t i v a t io n  as the 

p r i n c i p l e  reason f o r  human behav iour .  For example, the 

c e n t r i p e t a l  tendency o f  lab o r  t o  move i n t o  core reg ions  and 

the c e n t r i f u g a l  tendency o f  c a p i t a l  t o  ebb away from them are 

both based on the assumption o f  p r o f i t  m ax im iza t ion ,  

e s p e c ia l l y  in  r e l a t i o n  t o  d is c re p a n c ie s  in  wage ra te s  t h a t  

guide the  behav ior  o f  both c a p i t a l  and la b o r .  Both S t r u c tu r a l  

Dependency and Regional Imbalance t h e o r ie s  a ls o  share the  same 

im por tan t  fe a tu re .

Whi le  the  economic aspect i s  c r u c i a l  i n  unders tand ing
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human behav iour ,  I t h in k  i t  i s  no t  s u f f i c i e n t  to  understand 

the whole o f  human behaviour.  Th is  i s  the main handicap o f  the 

aforement ioned schools o f  thought .  They f a i l  to  understand 

human behaviour from angles o the r  than the economic one. In 

the c on tex t  o f  Th i rd  World c o u n t r ie s  where loca l  c u l t u r e  

remains predominant in  de te rm in ing  s o c ia l  behaviour  o f  t h e i r  

people,  Western concepts o f  economic r a t i o n a l i t y  w i l l  not  

p r e v a i l .  In  my o p in io n ,  one c r i t i c a l  f a c t o r  c o n t r i b u t i n g  to  

the  f a i l u r e  o f  the  f o u r  schools  o f  thought  in  f u l l y  e x p la in in g  

the reg iona l  problems in  the Indonesian c o n te x t  i s  due t o  the  

ignorance o f  the p o l i t i c a l  c u l t u r e  o f  the co un t ry ,  e s p e c ia l l y  

in  regards to  the i n t e r p r e t a t i o n  o f  power. As a consequence, 

t h i s  becomes the miss ing l i n k  in  t h e i r  a n a ly s is .

To f u l l y  understand a l l  re g ion a l  ques t ions  in  Indones ia ,  

the  Javanese p o l i t i c a l  c u l t u r e  toward power has to  be 

inco rpo ra te d  i n t o  every a n a ly s is  o f  reg iona l  backwardness and 

d i s p a r i t i e s .  Other than t h a t  i t  w i l l  be incomplete .  Th is  w i l l  

be e lab o ra te d  f u r t h e r  in  the  nex t  s e c t io n .

One focus o f  t h i s  study i s  on the  Javanese p o l i t i c a l  

c u l t u r e .  The reason is  t h a t  i t  i s  w id e ly  accepted t h a t  d e sp i te  

a b u i l d i n g  o f  a sense o f  nat ionhood c a l l s  f o r  the use o f  

Western concepts o f  power, the ac tua l  p r a c t i c e s  in  Indonesian 

p o l i t i c s  remains based on t r a d i t i o n a l  va lues roo ted  in  the 

Javanese c u l t u r e . T h u s  f o r  Lucian W. Pye, " p o l i t i c a l

See, for  example, Lucian W. Pye, Asian Power and P o litic s . The 
Cultural Dimensions o f Authorityt The Balker Press of Harvard University 
Press, Cambridge, Mass. and London, 1985. Benedict R. O’G. Anderson,
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p a r t i e s ,  n a t io n a l  bu reaucrac ies ,  and the  m i l i t a r y  se rv ice s  

were model led on Western forms, but t h e i r  p ra c t i c e s  fo l lo w e d  

the t r a d i t i o n a l  r u le s  o f  power r e l a t i o n s h ip s " .

A. The Idea o f  Power in  Javanese C u ltu re

Benedic t  A n d e r s o n , i n  h i s  e f f o r t  t o  understand the  

i n t e r r e l a t i o n s h i p  between the  t r a d i t i o n a l  c u l t u r a l ,  s o c ia l  and 

p o l i t i c a l  a c t io n s  in  Indones ia  found t h a t  the  idea o f  power in  

the Javanese c u l t u r e  has been the  main v e h ic le  d r i v i n g  and 

shaping the  s o c ia l  and p o l i t i c a l  p r a c t i c e s  o f  the co u n t ry .  He 

a lso  found th a t  the concept o f  power in  the Javanese c u l t u r e  

d i f f e r s  from, even appos i te  to  t h a t  in  Western p o l i t i c a l  

thought  in  fo u r  im por tan t  areas. The f i r s t  i s  t h a t  w h i le  power 

in  Western p o l i t i c a l  t h i n k in g  i s  viewed as a b s t ra c t  so i t  does 

not e x i s t ,  the Javanese understand power as concre te  t h in g ,  

e x i s t i n g  somewhere in  the  un ive rse .  The e x is te n ce  o f  power, 

accord ing  t o  the Javanese c u l t u r e ,  i s  independent o f  i t s  

p o s s ib le  users. The second i s  t h a t  in  Western p o l i t i c a l  

t h i n k in g  the sources power are argued t o  heterogeneous, w h i le  

in  Javanese c u l t u r e  they are understood as homogeneous. Power

Language and Pot/er. Exploring P olitica l Cultures in Indonesia, Cornell 
University Press, Ithaca and London, 1990, chapter 1.

Lucian W. Pye, Op. Cit.,  p. 112.

Benedict Anderson, Language, . . .  0|p. Cit.,  chapter 1.
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in  t h i s  sense is  o f  the same type and has the  same sources. 

The t h i r d  i s  t h a t  in  Western ’ s view the accumula t ion  o f  power 

has no inhe ren t  l i m i t ,  w h i le  in  Javanese c u l t u r e  the quantum 

o f  power in  the un ive rse  is  cons tan t .  The cosmos is  be l ieved  

t o  be n e i th e r  expanding nor c o n t r a c t i n g .  The t o t a l  amount o f  

power w i t h in  the cosmos a lso  remain f i x e d ,  a l though the 

d i s t r i b u t i o n  o f  power may va ry .  For p o l i t i c a l  th e o ry ,  as 

argued by Anderson, t h i s  concept ion has the  im p o r ta n t  

im p l i c a t i o n  in  respects  to  the  assumption t h a t  co n c e n t ra t io n  

o f  power in one p lace  o r  person re q u i re s  a p r o p o r t io n a l  

d im in u t io n  elsewhere. Th is ,  as w i l l  be d iscussed l a t e r ,  has a 

very  s u b s ta n t ia l  impact in r e l a t i o n  to  the  power r e l a t i o n  

between the Javanese and the r e s t  o f  the c o u n t ry .  The f o u r t h  

i s  t h a t  in Western p o l i t i c a l  t h i n k in g  power i s  seen as m o ra l ly  

ambiguous, by c o n t r a s t ,  the Javanese view the concept as 

something t h a t  does not  ra is e  the  ques t ion  o f  le g i t im a c y .  

Since a l l  power d e r ives  from a s in g le  source,  power i t s e l f  

antecedes the ques t ion  o f  good and e v i l .  In  t h i s  sense, the 

ques t ion  o f  le g i t im a c y  or  r i g h t  to  r u le  would be meaningless 

in  Javanese c u l t u r e .  So in  s h o r t ,  power in  Javanese c u l t u r e  i s  

seen as something concre te ,  homogeneous, cons tan t  in  t o t a l  

q u a n t i t y ,  and w i th o u t  inh e re n t  moral im p l i c a t i o n ^ .

Ib id ., pp. 19-23.
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B. The Impacts o f  Javanese P o l i t i c a l  C u l tu re  on Regional 

Backwardness and D i s p a r i t i e s

In the modern Indones ia  the aforement ioned concept o f  

power remains and s t i l l  predominates. As C o l in  MacAndrews 

e t . a l .  p o in t  ou t ,  the p o l i t i c a l  power in  Indones ia  i s  h ig h ly  

c e n t r a l i z e d ,  and t h i s  , accord ing  t o  them, i s  a r e f l e c t i o n  o f  

the  dominance o f  Java and Javanese c u l t u r e  in  the  Indonesian 

p o l i t i c a l  system,33 Furthermore, C o l in  MacAndrews, e t . a l . ,  

argue t h a t  the na tu re  o f  the  p o l i t i c a l  system o f  Indones ia  has 

power i s  in  the hands o f  a c i v i l - m i l i t a r y  bureaucracy w i th  

p o l i t i c a l  p a r t i e s  p la y in g  a very  l im i t e d  r o le  in  de te rm in ing  

the reg iona l  development in  the  coun t ry .  With p o l i t i c a l  power 

c e n t r a l i z e d  in Java and p a r t i c u l a r l y  in  Ja ka r ta ,  po l ic y -m ak in g  

is  e s s e n t i a l l y  a top-down process in  which the  c e n t ra l  

government p lays a predominant r o l e . 3*

This  type o f  p o l i t i c a l  system in Western te rm in o lo g y  i s  

c a l l e d  b u re a u c ra t ic  polity.3® Accord ing t o  Kar l  D. Jackson, 

b u re a u c ra t ic  p o l i t y  i s  a p o l i t i c a l  system in  which power and 

p a r t i c i p a t i o n  in  n a t io n a l  d e c is io n s  are l im i t e d  a lmost

33. Colin MacAndrews, e t .a l. .  Op. C /t ., p. 47.

3\ Ibid.

33. See, Karl D. Jackson, Bureaucratic Polity: A Theoretical Framework 
for the Analysis of Power and Communications in Indonesia in Karld D. 
Jackson and Lucian W. Pye, (ed.). Political Power and Comunlcatlons In 
Indonesia, University of California Press, Berkeley, L.A., 1987; Karld D. 
Jackson, The Political Implication of Structure and Culture In Indonesia 
in Ibid; Donald K. Emmerson, The Bureaucracy in Political Context: 
Weakness in Strength in Ib id.
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e n t i r e l y  to  the  s ta te  employees, p a r t i c u l a r l y  the o f f i c e r  

corps and the h ig h e s t  l e v e ls  o f  bureaucracy,  i n c lu d in g  

e s p e c ia l l y  the  high t r a i n e d - s p e c i a l i s t s  known as technoc ra ts .  

This  p o l i t i c a l  system is  marked by the absence o f  re g u la r  

p a r t i c i p a t i o n  or m o b i l i z a t i o n  o f  the p e o p le .^  In  Indonesia  

co n te x t ,  as argued by Lucian W. Pye, "b u re a u c ra t ic  p o l i t y  

means t h a t  a l l  the  dormant power in  s o c ie t y  i s  concentra ted in  

government hands: those who c o n t ro l  events have o f f i c i a l  

p o s i t i o n s ,  and government employment p rov ides  the h ighes t  

s e c u r i t y  in  re tu rn  f o r  the  l e a s t  effort'.^

At the  h e a r t  o f  t h i s  b u re a u c ra t ic  p o l i t y ,  accord ing  to  

Lucian W. Pye, i s  the  idea o f  r e c i p r o c i t y  between pa tron and 

cl ients^® o r  bapak and anak. Th is  p a r a l l e l s  Benedic t  

Anderson’ s view who argues t h a t  the t r a d i t i o n a l  concept o f  

power in  Java p rov ides  a coheren t  p e rs p e c t iv e  w i t h i n  which to  

view the s t r u c t u r e  and o p e ra t io n s  o f  the p a t r im o n ia l  s ta te .  

Th is  type o f  s t a t e  i s  c h a ra c te r iz e d  by a h ig h ly  p e r s o n a l i s t i c  

c h a ra c te r .  The corps o f  o f f i c i a l s  in  t h i s  p a t r im o n ia l  system 

are regarded as an ex tens ion  o f  the  person o f  the r u l e r .  Thus, 

as Lucian W. Pye^^ c l e a r l y  p o in ts  o u t :

For detai ls, see Karl D. Jackson, Bureaucratic Poli ty,  Loc. Cit, 

Pye, Op. C it., p. 116.

Ib id ., p. 117.

Anderson, Op. C1t., p. 46-7.

***. Lucian W. Pye, (H>. Cit. p. 305.
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" the apparen t ly  neat s t r u c tu r e  o f  power in  
Indonesia i s  no t  based on l e g a l i s t i c  s p e c i f i c a t i o n s  
o f  r e s p o n s i b i l i t i e s  or  p rec ise  d e f i n i t i o n s  o f  each 
post or  o f f i c e .  Ins tead,  the Indonesian pyramid o f  
power seems o r d e r l y  because i t  i s  composed o f  t i e r s  
o f  pe rso na l ly  re la te d  groups t h a t  tend to  a r ray  
themselves as h ie r a r c h ic a l  o f f i c e s  because 
Indonesian in v a r ia b l y  de f ine  t h e i r  personal 
r e la t i o n s h ip  in  h ie r a r c h ic a l  te rms" .

This im p l ies  th a t  the key to  power in the p a t r im o n ia l  s t a te  i s  

determined by the p ro x im i ty  to  the r u l e r ,  r a th e r  than formal 

rank .

The ope ra t ion  o f  t h i s  p a t r o n - c l i e n t  r e l a t i o n s h ip ,  

accord ing to  Pye, tends to  produce unexpected p a t te rn s  o f  

decis ion-making.^ '  Both the h ig h ly  personal in  ch a ra c te r  o f  

the pa t r im on ia l  s ta te  and the unexpected dec is ion-m ak ing  

produced by the ope ra t ion  o f  p a t r o n - c l i e n t  r e l a t i o n s h ip  have 

a very importan t  impact in  de te rm in ing  re g iona l  

underdevelopment and d i s p a r i t i e s  in  Indones ia .  As one would 

expect, a t  the very le a s t  the a l l o c a t i o n  o f  resources to  the  

regions w i l l  depend g r e a t ly  on the p r o x im i t y  to  the r u l e r  in  

Jakarta ,  ra th e r  than by a r a t i o n a l  c a l c u l a t i o n .  And, as argued 

before,  on ly  a very few prov inces ,  most ly  in  Java, have a 

c lose r e l a t i o n s h ip  to  Ja ka r ta .  Th is  means, o n ly  few reg ions 

have a access through personal r e l a t i o n s h ip s ,  a l lo w in g  them to  

get more resources f o r  t h e i r  development e f f o r t s ,  w h i le  o the rs  

who are ou ts ide  o f  the c i r c l e  o f  p a t r o n - c l i e n t  r e l a t i o n s h ip  

s u f fe r ,  and pushed f u r t h e r  to  the  s i d e l i n e s  o f  the development

Ib id ., p. 303.



155

process .

The nature  o f  power r e l a t i o n s h ip  in  Javanese which 

requ i res  the e x is tence  o f  a s t rong  ce n te r  as discussed above 

has a very s i g n i f i c a n t  impact in  de te rm in ing  the backwardness 

o f  the o u te r  is la n d s .  Th is  i s  so because, as d iscussed above, 

in Javanese c u l t u r e  power r e l a t i o n  i s  seen through a zero-sum- 

game p e rspe c t ive  in  which the c o n ce n t ra t io n  o f  power in  one 

place or person re q u i re s  a p r o p o r t io n a l  d im in u t io n  elsewhere. 

In order  to  be a s t ro ng  c e n te r ,  i t  i s  necessary in  Javanese 

p o l i t i c a l  c u l t u r e  to  keep the  p e r ip h e r ie s  in  t h e i r  s ta te  o f  

power less .

What I am t r y i n g  to  demonstrate here is  t h a t  the 

backwardness o f  the  o u te r  is la n d s  i s  a bas ic  requirement f o r  

the co n c e n t ra t io n  o f  power in  Java. Th is  i s  very im portan t  f o r  

the Javanese s ince  they a lso  see h i s t o r y  as a cosmological  

o s c i l l a t i o n  between pe r iods  o f  co n c e n t ra t io n  and d i f f u s i o n  of  

power. In  every pe r iod  o f  c o n c e n t ra t io n  new power cen te rs  are 

or i s t i t u t e d  and u n i t y  i s  rec rea ted ,  w h i le  in  each per iod  o f  

d i f f u s i o n ,  power begins to  ebb away from the cen te r ,  causing 

the r e ig n in g  dynasty to  lose i t s  c la im  to  power, and d iso rd e r  

appears. In o rde r  words, the Javanese b e l ie v e  t h a t  u n i t y  is  

power, w h i le  m u l t i p l i c i t y  i s  d i f f u s i o n  and weakness.^

In o rde r  t o  p rov ide  a c le a r e r  p i c t u r e  o f  the ac tua l  

p r a c t i c e s  o f  the a forement ioned arguments, I  t h i n k ,  the 

Indonesian exper ience w i th  d e c e n t r a l i z a t i o n  can serve as an

Anderson, Op. Cit,
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i l l u s t r a t i o n .  A r t i c l e  18 o f  the  1945 c o n s t i t u t i o n  c a l l s  f o r  

d e c e n t r a l i z a t i o n  as one o f  the p r i n c i p l e  mechanisms in  runn ing 

t h i s  very  d ive rse  co un t ry .  A c co rd in g ly ,  the f i r s t  a c t  {Undang- 

Undang) o f  the coun try  was about d e c e n t r a l i z a t i o n .  From then 

on, th e re  were a t  le a s t  fo u r  changes in the  ac ts  (Ac t  No. 22 

o f  1948; No. 1 o f  1957 , No. 18 o f  1965 and No. 5 o f  1974 

r e s p e c t i v e l y ) .  A l l  o f  them were t o  p rov ide  the  grounds f o r  the 

r e a l i z a t i o n  o f  d e c e n t r a l i z a t i o n .  However, in  most cases the  

r e s u l t s  were d is a p p o in t in g .  Even more, in  the l a s t  Act (Act 

number 4 o f  1974), the autonomy o f  the  both p rov inces  {DATI  I )  

and d i s t r i c t s  {DATI I I )  was reduced s u b s t a n t i a l l y ,  d e sp i te  the 

arguments o f  many expe r ts  t h a t  one o f  the best ways t o  

overcome the reg iona l  problems in  coun t ry  was t o  g ive  lo ca l  

governments more power and autonomy. The very  idea o f  power 

d is p e rs io n  through d e c e n t r a l i z a t i o n ,  no t  on ly  f a r  f rom being 

r e a l i z e d ,  bu t  a lso  every pledge f o r  d e c e n t r a l i z a t i o n  has seen 

in  a very susp ic ious  manner by the c e n t ra l  government in 

J a k a r ta . ^

I hope i t  i s  c le a r  by now t h a t  both the  causes o f  

reg iona l  backwardness and d i s p a r i t i e s  and the mecha;, o f  

t h e i r  p e rs is te n ce  in  the Indonesian c o n te x t  are f a r  beyond the

For details about the fate of decentralization in Indonesia see, 
for example, my articles, IS Tahun UU NoMor 5 Tahun 1974: Pasang Surut 
Otonomi Daerah di Indonesia (16 years of the Act Number 5 of 1974: The Up 
and Down of Regional Autonomy in Indonesia), KOHPÂS, July 19th, 1989; 
Wajah Otonomi Daerah Tingkat I I  (Tite face of District Autonomy), Suara 
Pembaruan, September 8th, 1989; and Keseimbangan Antara Pengawasan dan 
Otonomi Daerah (The Balance between Controlling and Regional Autonomy), 
Suara Pembaruan̂  November 14th, 1988.



157

e c o n o m i c  d e t e r m i n i s m  a s  s h a r e d  b y  t h e  a b o v e  f o u r  s c h o o l s  o f  

t h o u g h t .  T h e s e  r e g i o n a l  p r o b l e m s  a r o s e  a n d  p e r s i s t e d  i n  p a r t  

d u e  t o  t h e  r e q u i r e m e n t s  s t e m m i n g  f r o m  t h e  i n t e r p r e t a t i o n  o f  

p o w e r  i n  t h e  J a v a n e s e  c u l t u r e .  S o  t h a t  w h i l e  e c o n o m i c  i n t e r e s t  

o f  t h e  c o r e  r e g i o n  m a y  i n v o l v e  t o  s o m e  d e g r e e  d e t e r m i n i n g  t h e  

r e g i o n a l  p r o b l e m s  i n  t h e  c o u n t r y  a s  t h e  f o u r  s c h o o l s  o f  

t h o u g h t  w o u l d  a r g u e ,  t h e  p o l i t i c a l  r e a s o n s  c a n n o t  b e  

u n d e r e s t i m a t e d .  T h e  c o n c e n t r a t i o n  o f  e c o n o m i c ,  p o l i t i c a l ,  

m i l i t a r y  a s  w e l l  a s  c u l t u r a l  p o w e r  o n  J a v a  r e f l e c t s  t h e  

J a v a n e s e  i n t e r p r é t a i  o n  o f  t h e  n a t u r e  o f  p o w e r  a n d  p o w e r  

r e l a t i o n .  T h e  f i r s t ,  r e f l e c t s  a  b a s i c  u n d e r s t a n d i n g  o f  p o w e r  

a s  a  c o n c r e t e  t h i n g  s o  t h a t  t h e  a c c u m u l a t i o n  a n d  c o n c e n t r a t i o n  

o f  I t  a r e  m o r e  i m p o r t a n t  t h a n  e x e r c i s i n g  i t .  T h e  s e c o n d ,  

r e f l e c t s  t h e  b a s i c  i d e a  o f  t h e  i n h e r e n t  l i m i t  o f  a c c u m u l a t i o n  

o f  p o w e r  s o  t h a t  p o w e r  r e l a t i o n  i s  s e e n  t h r o u g h  a  z e r o - s u m -  

g a m e  l e n s .  F i n a l l y ,  r e f l e c t s  t h e  i d e a  t h a t  t h e  J a v a n e s e  k i n g  

a n d  k i n g d o m  h a v e  t o  s t a n d  a b o v e  a l l  s o  t h a t  t h e y  a r e  

i n c o m p a r a b l e  t o  o t h e r  r e g i o n s .  A l l  o f  t h e s e ,  w h i l e  s t i l l  h a v e  

t h e  e c o n o m i c  d i m e n s i o n ,  a r e  m o r e  p o l i t i c a l .

V I .  Conc lus ion

T h e  d i s c u s s i o n  c l e a r l y  d e m o n s t r a t e s  t h e  c o m p l e x i t y  o f  t h e  

p r o b l e m s  o f  r e g i o n a l  b a c k w a r d n e s s  a n d  d i s p a r i t i e s  i n  

I n d o n e s i a .  I t  i s  u n d e r s t a n d a b l e  i f  n o n e  o f  t h e  e x i s t i n g



158

t h e o r e t i c a l  f r a m e w o r k s  p r o v i d e s  a n  a d e q u a t e  e x p l a n a t i o n  o f  t h e  

c a u s e s  o f  t h e  p r o b l e m s  a n d  m e c h a n i s m s  f o r  t h e i r  p e r s i s t e n c e ,  

a n d  t h e  w a y s  t o  b r i n g  a b o u t  s p a t i a l l y  e q u a l  d e v e l o p m e n t  f o r  

t h e  w h o l e  a r c h i p e l a g o .

T h e  e x p l a n a t i o n  t h r o u g h o u t  t h i s  c h a p t e r  a l s o  s h o w s  

c l e a r l y  b o t h  t h e  p a r t i a l  u s e f u l n e s s  a n d  t h e  l i m i t a t i o n s  o f  

e a c h  s c h o o l  o f  t h o u g h t  o u t l i n e d  i n  C h a p t e r  f o u r .  T h e  

g e o g r a p h i c  b a r r i e r s  a s  t h e  s o u r c e  o f  r e g i o n a l  b a c k w a r d n e s s  a n d  

d i s p a r i t i e s  i n  I n d o n e s i a  a r g u e d  b y  t h e  R e g i o n a l  S e l f - B a l a n c e d  

t h e o r i e s  i s  u s e f u l  i n  u n d e r s t a n d i n g  p a r t  o f  t h e  p r o b l e m s ,  

e s p e c i a l l y  i f  o n e  t a k e s  i n t o  a c c o u n t  t h e  n a t u r e  o f  t h i s  

c o u n t r y  o f  i s l a n d s .  H o w e v e r ,  t h e  r e m a i n i n g  a r g u m e n t s  o f  t h e  

R e g i o n a l  S e l f - B a l a n c e d  s c h o o l  o f  t h o u g h t  d o  n o t  f i t  w i t h  t h e  

I n d o n e s i a n  c o n t e x t .  M a r k e t  f o r c e s  i n  m a n y  w a y s  a r e  t h e  s o u r c e s  

o f  r e g i o n a l  b a c k w a r d n e s s  a n d  d i s p a r i t i e s .  H o w e v e r ,  t h e

p r o p o n e n t s  o f  b o t h  R e g i o n a l  U n b a l a n c e d  a n d  S t r u c t u r a l  

D e p e n d e n c y  t h e o r i e s  a r g u m e n t s  i n  r e g a r d s  t o  t h e  c e n t r i f u g a l  

t e n d e n c y  o f  l a b o r  i s  n o t  t h e  c a s e .  A l s o ,  t h e i r  p o l i c y

r e c o m m e n d a t i o n s ,  i n  p r a c t i c e ,  f a i l e d  t o  o v e r c o m e  r e g i o n a l  

u n b a l a n c e d  d e v e l o p m e n t .  A  n u m b e r  o f  a s s u m p t i o n s  t a k e n  f o r  

g r a n t e d  b y  t h e s e  t h e o r i e s  a r e  n o t  r e l e v a n t  t o  I n d o n e s i a .

T h e  S t r u c t u r a l  D e p e n d e n c y  t h e o r i e s  c o n t r i b u t e  m u c h  i n  

e x p l a i n i n g  t h e  p r o b l e m  i n  I n d o n e s i a ;  t h e  r o l e  o f  t h e  m a r k e t ,  

t h e  c o l o n i a l  l e g a c y ,  t h e  p e r i p h e r a l  p o s i t i o n  o f  a  r e g i o n  o r  a  

c o u n t r y  a r e  a m o n g  t h e  m a i n  f a c t o r s  c o n t r i b u t i n g  t o  t h e  p r o b l e m  

o f  r e g i o n a l  b a c k w a r d n e s s  a n d  d i s p a r i t i e s .  H o w e v e r ,  t h e
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S t r u c t u r a l  D e p e n d e n c y ’ s  a r g u m e n t  o f  t h e  c e n t r i f u g a l  t e n d e n c y  

o f  l a b o r  f o r c e  i s  n o t  e v i d e n t  i n  I n d o n e s i a .

T h e  S t a t e  P o l i c i e s  t h e o r i e s  a l s o  c o n t r i b u t e  m u c h  t o  t h e  

g e n e r a l  l e v e l  o f  u n d e r s t a n d i n g .  T h e i r  b a s i c  a r g u m e n t  a b o u t  t h e  

d i s c r i m i n a t i v e  p o l i c i e s  a s  s o u r c e s  o f  r e g i o n a l  b a c k w a r d n e s s  

a n d  d i s p a r i t i e s  a r e  c l e a r  i n  t h e  I n d o n e s i a n  c a s e .  A l s o ,  t h e i r  

p r o p o s i t i o n  a b o u t  t h e  r o l e  o f  t h e  s t a t e  i n  f o s t e r i n g  t h e  

d e v e l o p m e n t  o f  a n  i n d i g e n o u s  c a p i t a l i s t  c l a s s  a s  a  c a u s e  o f  

r e g i o n a l  p r o b l e m s  h a s  g r o u n d i n g .  H o w e v e r ,  t h e i r  a n a l y s i s  

f i r s t l y  f a l l s  i n t o  m a r k e t  f o r c e s  a s  a  s o l u t i o n  s o  f a i l s  t o  

u n d e r s t a n d  t h e  r e a l  c a u s e s  o f  t h e  p r o b l e m .  S e c o n d l y ,  i t  

s u f f e r s  f r o m  a  l a c k  o f  l o n g - t e r m  h i s t o r i c a l  p e r s p e c t i v e .

T h e  d i s c u s s i o n  a l s o  p o i n t s  o u t  t h e  l i m i t a t i o n s  o f  

e c o n o m i c  d e t e r m i n i s m  a s  i t  i s  s h a r e d  b y  t h e  f o u r  s c h o o l s  o f  

t h o u g h t  i n  e x p l a i n i n g  a n d  u n d e r s t a n d i n g  t h e  p r o b l e m s  i n  t h e  

I n d o n e s i a n  c o n t e x t .  A s  w e  h a v e  s e e n ,  t h e  c u l t u r a l  d i m e n s i o n ,  

e s p e c i a l l y  t h e  p o l i t i c a l  c u l t u r e  h a s  i n  f a c t  p l a y e d  a  v e r y  

c r i t i c a l  r o l e  i n  s h a p i n g  a l l  t h e  p r o b l e m s  o f  r e g i o n a l  

b a c k w a r d n e s s  a n d  d i s p a r i t i e s  i n  t h e  a r c h i p e l a g o .  I n d e e d ,  t h e  

w a y  t h e  J a v a n e s e  c o n c e p t u a l i z e  p o w e r ,  t h e n  p r a c t i c e  i t  i n  r e a l  

p o l i t i c a l  l i f e  i s  t h e  c a t a l y s t  d e t e r m i n i n g  t h e  p r o b l e m  o f  

r e g i o n a l  b a c k w a r d n e s s  a n d  d i s p a r i t i e s  o f  t h e  a r c h i p e l a g o .



C H A P T E R  V I

CONCLUSION

I .  SUMMARY

T h e  a i m  o f  t h i s  s t u d y  h a s  b e e n  t o  e x p l o r e  t h e  t e n d e n c y  o f  

r e g i o n a l  u n d e r d e v e l o p m e n t  a n d  d i s p a r i t i e s  a n d  t h e  u n d e r l y i n g  

c a u s e s  o f  t h e i r  p e r s i s t e n c e  i n  I n d o n e s i a .  F o u r  c r i t e r i a  h a v e  

b e e n  u s e d  t o  d e t e r m i n e  t h e  e x i s t e n c e  a n d  p e r s i s t e n c e  o f  

r e g i o n a l  b a c k w a r d n e s s  a n d  d i s p a r i t i e s ;  r e g i o n a l  p e r  c a p i t a  

i n c o m e ,  s p a t i a l  d i s t r i b u t i o n  o f  i n d u s t r i e s  a n d  o f  c a p i t a l ,  

s p a t i a l  p a t t e r n  o f  p o v e r t y ,  a n d  t h e  s p a t i a l  d i s t r i b u t i o n  o f  

p o s t - s e c o n d a r y  e d u c a t i o n .

D a t a  o n  t h e  a f o r e m e n t i o n e d  c r i t e r i a  p r o v i d e d  i n  C h a p t e r  

3  c l e a r l y  d e m o n s t r a t e ,  n o t  o n l y  t h e  e x i s t e n c e  o f  r e g i o n a l  

b a c k w a r d n e s s  a n d  d i s p a r i t i e s ,  b u t  a l s o  t h e  t e n d e n c y  f o r  t h e m  

t o  i n c r e a s e  o v e r  t i m e .  T h e  d a t a  r e v e a l  t h a t  t h e  e a s t e r n  

p r o v i n c e s  a r e  t h o s e  w h i c h  a r e  s u f f e r e d  m o s t  i n  r e g a r d s  t o  l o w  

l e v e l  p e r  c a p i t a  i n c o m e ,  l a c k  o f  i n d u s t r i e s  a n d  i n d u s t r i a l  

a c t i v i t i e s ,  l a c k  o f  c a p i t a l  i n v e s t m e n t ,  c h r o n i c  p o v e r t y ,  a n d  

l a c k  o f  a d e q u a t e  i n s t i t u t i o n s  f o r  h u m a n  d e v e l o p m e n t .

D e s p i t e  m a r k e d  d e g r e e  o f  u n e v e n n e s s  i n  d e v e l o p m e n t  a m o n g  

d i f f e r e n t  r e g i o n s  i n  I n d o n e s i a ,  t h e  u n d e r l y i n g  c a u s e s  o f  b o t h  

i t s  i n i t i a l  c a u s e s  a n d  m e c h a n i s m s  o f  i t s  p e r s i s t e n c e  r e m a i n  

u n e x p l a i n .  A c c o r d i n g l y ,  c h a p t e r  4  o u t l i n e s  s o m e  o f  t h e
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t h e o r e t i c a l  e x p l a n a t i o n s  t o  p r o v i d e  a  b r o a d e r  p i c t u r e  o f  t h e  

p r o b l e m s  a n d  a  b a s i s  f o r  a n a l y s i s .

T h e  R e g i o n a l  S e l f - B a l a n c e  s c h o o l  o f  t h o u g h t  b a s e  t h e i r  

a n a l y s i s  o n  t h e  a s s u m p t i o n  o f  t h e  i n v i s i b l e  h a n d  o f  t h e  m a r k e t  

i n  e f f i c i e n t l y  a l l o c a t i n g  r e s o u r c e s  a n d  g e n e r a t i n g  p r o s p e r i t y  

i n  a l l  r e g i o n s .  T h e  t h e o r i e s  w i t h i n  t h i s  s c h o o l  s h a r e  t h e  i d e a  

t h a t  i n  t h e  e a r l y  s t a g e  o f  d e v e l o p m e n t  r e g i o n a l  b a c k w a r d n e s s  

a n d  d i s p a r i t i e s  t e n d  t o  i n c r e a s e  b u t  w i l l  d e c l i n e  a s  t h e  

e c o n o m y  e n t e r  i n t o  a  p h a s e  o f  m a t u r i t y .  T h u s  f o r  t h e s e  

t h e o r i e s ,  t h e  p r o b l e m s  o f  r e g i o n a l  b a c k w a r d n e s s  a n d  

d i s p a r i t i e s  a r e  s e e n  b o t h  i n e v i t a b l e  a n d  t e m p o r a r y  p r i c e s  o f  

d e v e l o p m e n t .

D u r i n g  t h e  p r o c e s s  o f  d e v e l o p m e n t ,  f a c t o r  s u c h  a s ,  t h e  

r a t i o  o f  n a t u r a l  r e s o u r c e s  t o  p o p u l a t i o n ,  g e o g r a p h i c  n a t u r e  o f  

a  c o u n t r y  o r  r e g i o n ,  a n d  t h e  l e v e l  o f  p r o d u c t i v i t y ,  d e t e r m i n e d  

b y  l e v e l  o f  t e c h n o l o g y  a n d  e n t r e p r e n e u r s h i p , a n d  l a b o r  

q u a l i t y ;  a n d  s u p p l y  a n d  a c c e s s  t o  m a r k e t s  b e c o m e  t h e  c r i t i c a l  

f a c t o r s  i n  c r e a t i n g  w e a l t h  i n  r e g i o n s .  C o n v e r s e l y ,  u n e v e n  

d i s t r i b u t i o n  o f  n a t u r a l  r e s o u r c e s ,  g e o g r a p h i c  b a r r i e r s ,  l o w  

l e v e l  o f  p r o d u c t i v i t y ,  t h e  l a c k  o f  e n t r e p r e n e u r s h i p ,  a n d  t h e  

f a i l u r e  t o  e x p l o i t  a n d  d e v e l o p  a  r e g i o n ’ s  g i v e n  n a t u r a l  

r e s o u r c e s  a r e  a r g u e d  t o  d i s c o u r a g e  i n v e s t m e n t  a n d  c r e a t e  

i n e q u a l i t i e s  a m o n g  r e g i o n s .

D e s p i t e  t h e s e  d i f f e r e n c e s  R e g i o n a l  S e l f - b a l a n c e  t h e o r i e s  

s e e  t h e  f u t u r e  o f  r e g i o n a l  b a c k w a r d n e s s  a n d  d i s p a r i t i e s  

t h r o u g h  o p t i m i s t i c  l e n s e s ;  r e g i o n a l  e q u i l i b r i u m  w i l l  b e
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r e s t o r e d  o v e r  t h e  l o n g - r u n .  T h e  m e c h a n i s m  i n  b r i n g i n g  b a c k  

r e g i o n a l  e q u i l i b r i u m  i s  b e l i e v e d  t o  b e  e m b e d d e d  i n  t h e  m a r k e t  

f o r c e s .

T h e  t h e o r i e s  g r o u p e d  u n d e r  t h e  S p a t i a l  P o l a r i z a t i o n  o r  

R e g i o n a l  I m b a l a n c e  u m b r e l l a  s e e  m a r k e t  f o r c e s  a s  t h e  

p e r p e t r a t o r  o f  u n e q u a l  d e v e l o p m e n t .  T h e y  a p p r o a c h  t h e  p r o b l e m  

o f  r e g i o n a l  d i s p a r i t i e s  f r o m  t h e  p e r s p e c t i v e  w h i c h  a s s u m e  

r e g i o n a l  i m b a l a n c e ,  f a c t o r  d i s e q u i l i b r i u m ,  a n d  m a r k e t  r e a l i s m .  

T h e  o p e r a t i o n  o f  t h e  m a r k e t  f o r c e s  n a t u r a l l y  c o n c e n t r a t e  

c a p i t a l ,  l a b o r  a s  w e l l  a s  t h e  p r o f i t s  i n t o  t h e  c o r e  r e g i o n s ,  

l e a v i n g  t h e  l e s s - d e v e l o p e d  r e g i o n s  o n  t h e  s i d e l i n e s  o f  

d e v e l o p m e n t .  U n l i k e  t h e  R e g i o n a l  S e l f - b a l a n c e  t h e o r y ,  t h e  

R e g i o n a l  U n b a l a n c e d  t h e o r y  s e e  r e g i o n a l  b a c k w a r d n e s s  a n d  

d i s p a r i t i e s  a s  t h e  p e r m a n e n t  f e a t u r e s  t h a t  o n l y  c a n  b e  

c o r r e c t e d  t h r o u g h  g o v e r n m e n t  i n t e r v e n t i o n .

T h e  S t r u c t u r a l  D e p e n d e n c y  s c h o o l  o f  t h o u g h t  a l s o  s e e  

m a r k e t  f o r c e s  a s  t h e  r e a s o n  f o r  r e g i o n a l  d i s p a r i t i e s .  H o w e v e r ,  

r e g i o n a l  u n d e r d e v e l o p m e n t  a n d  d i s p a r i t i e s  a r e  u l t i m a t e l y  t h e  

r e s u l t  o f  i n e q u a l i t i e s  i n  t h e  c a p i t a l i s m  a t  t h e  g l o b a l  l e v e l .  

S o ,  r e g i o n s  t h a t  h a v e  w e a l t h  t o  b e  e x t r a c t e d  a r e ,  a n d  o t h e r  

a r e  n o t .  F o r  t h e s e  t h e o r i e s ,  t h e r e  i s  n o  w a y  t o  b r i n g  b a c k  

r e g i o n a l  e q u i l i b r i u m  o t h e r  t h a n  d e l i n k  f r o m  t h e  c a p i t a l i s t  

s y s t e m  a n d  p u r s u e  a n  a l t e r n a t i v e  d e v e l o p m e n t  p a t h .

T h e  f o u r t h  s c h o o l  o f  t h o u g h t  i s  S t a t e  P o l i c i e s .  T h e s e  

t h e o r i e s  f o c u s  t h e i r  a n a l y s i s  o n  t h e  r o l e  t h a t  p o l i c i e s  h a v e  

i n  c r e a t i n g  a n d  m a i n t a i n i n g  r e g i o n a l  i m b a l a n c e .  I n a p p r o p r i a t e ,
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m o r e  p r e c i s e l y ,  d i s c r i m i n a t o r y  p o l i c i e s  c o u l d  b e  i n  t h e  f o r m  

o f  p o l i c i e s  f a v o r i n g  u r b a n - b a s e d  i n d u s t r i a l  s t r a t e g y ,  i g n o r i n g  

t h e  r u r a l  a r e a s ,  a n d  o f  p o l i c i e s  w h i c h  h e a v i l y  e m p h a s i z e  o n  

l a r g e - s c a l e  i n d u s t r i a l i z a t i o n  a n d / o r  e c o n o m i c  g r o w t h ,  

n e g l e c t i n g  t h e  d i s t r i b u t i o n a l  a s p e c t  o f  t h e  f r u i t s  o f  

d e v e l o p m e n t  w i l l  c r e a t e  a n d  p e r p e t u a t e  r e g i o n a l  i m b a l a n c e s .  I f  

a  g o v e r n m e n t  u n d e r t a k e s  p o l i c y  t h a t  i s  b i a s  t o w a r d  o r  

d i s c r i m i n a t o r y  a g a i n s t  a n y  p a r t i c u l a r  r e g i o n  o r  s e c t o r  

r e g i o n a l  i m b a l a n c e s  w i l l  b e  c r e a t e d  a n d  p e r s i s t .

I n  r e s p e c t  t o  t h e  r e g i o n a l  p r o b l e m s  i n  I n d o n e s i a ,  a s  

d e m o n s t r a t e d  i n  C h a p t e r  5 ,  n o n e  o f  t h e s e  s c h o o l s  o f  t h o u g h t  

p r o v i d e  a n  a d e q u a t e  e x p l a n a t i o n .  R a t h e r ,  a  n u m b e r  o f  f a c t o r s  

a c r o s s  t h e  f o u r  a f o r e m e n t i o n e d  s c h o o l s  o f  t h o u g h t  c a n  

p a r t i a l l y  e x p l a i n  t h e  p r o b l e m s .

T h e  g e o g r a p h i c  b a r r i e r s  a r g u e d  b y  t h e  R e g i o n a l  S e l f -  

B a l a n c e  a r e  s i g n i f i c a n t  b a r r i e r s  f o r  r e g i o n a l  d e v e l o p m e n t  i n  

I n d o n e s i a .  H o w e v e r ,  t h e  r e m a i n i n g  e x p l a n a t i o n s  f a i l  t o  a d d r e s s  

t h e  r e a l  p r o b l e m s .  T h e  b a s i c  a s s u m p t i o n  t h a t  t h e  c o n c e n t r a t i o n  

o f  n a t u r a l  r e s o u r c e s  i n  a  r e g i o n  t o g e t h e r  w i t h  t h e  a b i l i t y  t o  

e x p l o i t  t h e m  f o r  t h e  m a r k e t  w i l l  e n s u r e  a  s t e a d y  d e v e l o p m e n t  

f o r  t h e  r e g i o n  i s  n o t  t h e  c a s e .  A l s o ,  t h e  t r a n s i t i o n a l  n a t u r e  

o f  r e g i o n a l  b a c k w a r d n e s s  a n d  d i s p a r i t i e s  d o  n o t  f i t .  T h e  

o p t i m i s t i c  s c e n a r i o  a b o u t  t h e  m e c h a n i s m s  o f  b r i n g i n g  a b o u t  

r e g i o n a l  e q u i l i b r i u m  t h r o u g h  t h e  c e n t r i f u g a l  t e n d e n c y  o f  l a b o r  

f o r c e s  a n d  c e n t r i p e t a l  t e n d e n c y  o f  c a p i t a l  h a v e  n o t  b e e n  

r e a l i  z e d .
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T h e  t e n d e n c y  o f  c a p i t a l  t o  c o n t i n u e  c o n c e n t r a t i n g  a n d  

f l o w  i n t o  J a v a  s u p p o r t s  t h e  g e n e r a l  p r e d i c t i o n  o f  R e g i o n a l  

U n b a l a n c e d  s c h o o l  o f  t h o u g h t .  T h e  w o r k i n g  o f  m a r k e t  f o r c e s  h a s  

g e n e r a t e d  r e g i o n a l  b a c k w a r d n e s s  a n d  d i s p a r i t i e s  i n  f o r m  o f  

c a p i t a l  f l o w  t o  t h e  c o r e  r e g i o n s .  T h e  p r e s e n t  c a s e  o f  b o t h  t h e  

E a s t  a n d  W e s t  N u s a  T e n g g a r a ,  n o t  t o  m e n t i o n  o t h e r  p r o v i n c e s  i n  

t h e  E a s t e r n  I n d o n e s i a ,  p r o v i d e s  a n  o u t s t a n d i n g  e x a m p l e  f o r  

M y r d a l ’ s  t h e o r y  o f  t h e  C u m u l a t i v e  I m b a l a n c e .

I n  t h e  I n d o n e s i a n  c o n t e x t  t h e y  s u f f e r  i n  r e g a r d s  t o  

n u m b e r  o f  f a c t o r s .  T h e  f i r s t  i s  t h a t  t h e i r  a r g u m e n t  a b o u t  t h e  

c e n t r i f u g a l  t e n d e n c y  o f  l a b o r  t o  m o v e  i n t o  c o r e  r e g i o n s  d o e s  

n o t  t a k e  p l a c e .  S e c o n d l y ,  t h e i r  p o l i c y  r e c o m m e n d a t i o n  o f  

c r e a t i n g  c o u n t e r  p o l e s  i s  f a r  f r o m  e f f e c t i v e .  T h i s  i s  d u e  t o  

t h e  i n a c c u r a t e  a s s u m p t i o n s  o f  t h e  n e g l i g i b i l i t y  o f  t r a n s f e r  

c o s t ,  t h e  a b s e n c e  o f  s t r u c t u r a l  b a r r i e r s  f o r  p e o p l e  t o  m o v e  

i n t o  t h e  n e w  p o l e s ,  a n d  a n  e q u a l  d i s t r i b u t i o n  a n d  a c c e s s  t o  

i n f o r m a t i o n .

T h e  t h e o r i e s  g r o u p e d  u n d e r  t h e  u m b r e l l a  o f  S t r u c t u r a l  

D e p e n d e n c y  s c h o o l  o f  t h o u g h t  h a v e  b e t t e r  e x p l a n a t i o n s  t o  t h e  

p r o b l e m  o f  r e g i o n a l  b a c k w a r d n e s s  a n d  d i s p a r i t i e s  i n  I n d o n e s i a .  

T o  s o m e  d e g r e e ,  t h e  p r o b l e m s  a r e  e m b e d d e d  i n  t h e  i n t e r n a t i o n a l  

e c o n o m i c  s t r u c t u r e .  T h e  a r g u m e n t  t h a t  t h e  c e n t e r  o f  t h e  

p e r i p h e r a l  c o u n t r i e s  i s  a  m e d i u m  o f  t h e  m e t r o p o l i s  t o  

e x p r o p r i a t e  e c o n o m i c  s u r p l u s  f r o m  t h e  p e r i p h e r a l  r e g i o n s  i s  

m o r e  o r  l e s s  t r u e .  T h e  e x p e r i e n c e  o f  b o t h  T i m o r  a n d  M a l u k u  

c l e a r l y  d e m o n s t r a t e s  t h i s .  H o w e v e r ,  t h e  l a c k  o f  h i s t o r i c a l
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e v i d e n c e  f r o m  o t h e r  r e g i o n s  m a k e s  t h e  t h e o r y  n o t  a p p l i c a b l e  a s  

a  g e n e r a l  p a t t e r n .

T h e  N e o - M a r x i s t s  a s s u m p t i o n  t h a t  r e g i o n a l  b a c k w a r d n e s s  i s  

a  n e c e s s a r y  c o n d i t i o n  f o r  e x p a n d e d  r e p r o d u c t i o n  o f  c a p i t a l  a t  

t h e  c e n t e r  f a i l s  t o  t a k e  i n t o  a c c o u n t  t h e  p o s s i b i l i t y  t h a t  t h e  

c o r e  r e g i o n s  t h e m s e l v e s  m a y  h a v e  a n  u n l i m i t e d  s u p p l y  o f  l a b o r .  

T h e  v a l i d i t y  o f  t h i s  a s s u m p t i o n  c a n  o n l y  b e  s u s t a i n e d  i f  t h e  

l a b o r  s c a r c i t y  e x i s t s  a t  t h e  c e n t e r .  T h i s  i s  c o n t r a r y  t o  t h e  

I n d o n e s i a n  c o n t e x t .

T h e  l a s t  s c h o o l  o f  t h o u g h t ,  t h e  S t a t e  P o l i c y ,  i n  m a n y  

w a y s  c o n t r i b u t e s  m u c h  i n  e x p l a i n i n g  t h e  r e g i o n a l  p r o b l e m s  i n  

I n d o n e s i a .  T h e  r o l e  o f  t h e  N e w  O r d e r  s t a t e  o f  I n d o n e s i a  t o  

c u l t i v a t e  a n  i n d i g e n o u s  b o u r g e o i s i e  c l a s s  h a s  b l o c k e d  t h e  

p o s s i b i l i t y  o f  t h e  o t h e r s  w h o  a r e  n o t  t h e  r e l a t i v e s  o f  t h e  

h i g h - r a n k i n g  g o v e r n m e n t  o f f i c e r s  t o  e n t e r  i n t o  t h e  b u s i n e s s  

s t a g e .

I t  i s  a l s o  q u i t e  r i g h t  w h e n  i t  a r g u e s  t h a t  r e g i o n a l  

p r o b l e m s  i n  t h e  c o u n t r y  a r e  s t e m m e d  f r o m  i n a p p r o p r i a t e  

d e v e l o p m e n t  s t r a t e g y  u n d e r t a k e n .  T h e  p o l i c y  o f  s u b s i d i e s  a n d  

p r o t e c t i o n i s m  u n d e r t a k e n  a s  a  p a r t  o f  i m p o r t  s u b s t i t u t i o n  

i n d u s t r i a l i z a t i o n  f a v o r s  J a v a  a t  t h e  e x p e n s e  o f  t h e  o u t e r  

i s l a n d s .  T h e  i n d u s t r i a l  r e g u l a t i o n  a n d  l i c e n s i n g  s y s t e m s ,  a n d  

a  r a n g e  o f  s p e c i f i c  r e g u l a t o r y  m e a s u r e s  h a v e  a  m o r e  p o w e r f u l  

" J a v a  c e n t r i c "  e f f e c t  a g a i n s t  t h e  o u t e r  i s l a n d s .  I n  s u m m i n g  

u p ,  p a r t  o f  t h e  p r o b l e m s  o f  r e g i o n a l  b a c k w a r d n e s s  a n d  

d i s p a r i t i e s  i n  I n d o n e s i a  l i e s  i n  t h e  J a v a - b i a s e d  p o l i c i e s
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u n d e r t a k e n  b y  t h e  I n d o n e s i a n  g o v e r n m e n t .

T h e  S t a t e  P o l i c i e s  t h e o r i e s ,  h o w e v e r ,  d o  n o t  p r o v i d e  

r e a s o n a b l e  e x p l a n a t i o n  a n d  s o l u t i o n .  T h e  f i r s t  i s  t h a t  t h e i r  

a n a l y s i s  i s  l a c k i n g  a  l o n g - t e r m  h i s t o r i c a l  d i m e n s i o n .  T h e  

s e c o n d  i s  t h a t  t h e  i m p l i c i t  a r g u m e n t  o f  t h e  m a r k e t  f o r c e s  a s  

t h e  s o l u t i o n  s h a r e s  t h e  s a m e  i r r e l e v a n c e  a s  t h e  R e g i o n a l  S e l f -  

B a l a n c e d  t h e o r i e s .

T h e  m a i n  p r o b l e m  w i t h  t h e  a b o v e  f o u r  t h e o r e t i c a l  s c h o o l s  

o f  t h o u g h t  i s  t h a t  a l l  o f  t h e m  o v e r e m p h a s i z e  e c o n o m i c  f a c t o r s ,  

i g n o r i n g  t h e  c u l t u r a l  a n d  p o l i t i c a l  a s p e c t s .  T h e y  a s s u m e  h u m a n  

b e i n g  a s  a n  a b s o l u t e  homo economicus,  w h o s e  a c t i o n s  a r e  m o s t l y  

d e t e r m i n e d  b y  e c o n o m i c  r a t i o n a l i t y .  I n  I n d o n e s i a ,  p a r t  o f  t h e  

r e g i o n a l  p r o b l e m s  h a s  b e e n ,  a n d  w i l l  c o n t i n u e  t o  b e ,  t h e  

p r o d u c t  o f  J a v a n e s e  c u l t u r e  t o w a r d  p o l i t i c s  a n d  p o w e r .  T h i s  i s  

t h e  m i s s i n g  p a r t  e x p l a i n i n g  t h e  f a i l u r e  o f  t h e  f o u r  s c h o o l s  o f  

t h o u g h t .  T h e  v e r y  n o t i o n  o f  t h e  J a v a n e s e  p o l i t i c a l  c u l t u r e  

m a r k e d  b y  t h e i r  b e l i e v e  i n  p o w e r  a s  s o m e t h i n g  c o n c r e t e ,  

h o m o g e n e o u s ,  c o n s t a n t  i n  t o t a l  q u a n t i t y ,  a n d  w i t h o u t  i n h e r e n t  

m o r a l  i m p l i c a t i o n ,  h a s  r e s u l t e d  i n  f i r s t ,  t h e  n e c e s s i t y  t o  

e s t a b l i s h  a  v e r y  s t r o n g  c e n t e r  w i t h  w e a k  p e r i p h e r i e s .  T h e  

s e c o n d  i s  t h e  a b s e n c e  o f  e i t h e r  d i v i s i o n  o f  p o w e r  o r  c o m p e t i n g  

p o w e r .

T h e  e m e r g e n c e  o f  w h a t  i s  c a l l e d  b u r e a u c r a t i c  p o l i t y  m e a n s  

t h e  d e c i s i o n - m a k i n g  p r o c e s s  i s  l i m i t e d  t o  t o p - r a n k i n g  

o f f i c i a l s  i n  J a k a r t a  i n  a  h i g h l y  p e r s o n a l  i s t i  *' a n d  p a t r i m o n i a l  

m a n n e r s .  T h e  r e s u l t  i s  t h e  e m e r g e n c e  o f  a n  u n e x p e c t e d  p a t t e r n
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o f  d e c i s i o n - m a k i n g  w h i c h  d e f i e s  e c o n o m i c  r a t i o n a l i t y .

T h e  d i s c u s s i o n  c l e a r l y  d e m o n s t r a t e s  t h e  c o m p l e x i t y  o f  t h e  

p r o b l e m s  o f  r e g i o n a l  b a c k w a r d n e s s  a n d  d i s p a r i t i e s  i n  

I n d o n e s i a .  T h u s ,  i t  i s  u n d e r s t a n d a b l e  i f  n o n e  o f  t h e  e x i s t i n g  

t h e o r e t i c a l  f r a m e w o r k s  p r o v i d e  a  f u l l  e x p l a n a t i o n .  A 

c o m b i n a t i o n  o f  s o m e  o f  t h e  f a c t o r s  p r o p o s e d  b y  e a c h  s c h o o l  o f  

t h o u g h t  w i l l  b e  v e r y  u s e f u l  t o  u n d e r s t a n d  t h e  w h o l e  r e g i o n a l  

b a c k w a r d n e s s  a n d  d i s p a r i t i e s  q u e s t i o n s .  T h e  I n d o n e s i a n  c a s e  

c l e a r l y  d e m o n s t r a t e s  t h a t  t h e  i n h e r e n t  t e n d e n c y  o f  m a r k e t  

f o r c e s  t o w a r d  s p a t i a l  i n e q u a l i t i e s ,  t o g e t h e r  w i t h  t h e  

g e o g r a p h i c  n a t u r e  o f  I n d o n e s i a  a n d  t h e  d i s c r i m i n a t o r y  p o l i c i e s  

a g a i n s t  t h e  o u t e r  i s l a n d s  h a v e  b e e n  r e i n f o r c e d  b y  t h e  v e r y  

s t r o n g  c e n t r i f u g a l  t e n d e n c y  o f  p o w e r  i n  I n d o n e s i a n  p o l i t i c a l  

l i f e .  S o ,  i n  m y  o p i n i o n ,  i n  o r d e r  t o  g e t  a  c l e a r  p i c t u r e  o f  

t h e  r e g i o n a l  p r o b l e m s  i n  I n d o n e s i a ,  o n e  h a s  t o  g o  b e y o n d  t h e  

e c o n o m i c  d e t e r m i n i s m .  P o l i t i c a l  f a c t o r s  h a v e  p l a y e d ,  a n d  w i l l  

c o n t i n u e  t o  p l a y ,  c r i t i c a l  r o l e s  i n  s h a p i n g  r e g i o n a l  

b a c k w a r d n e s s  a n d  d i s p a r i t i e s  o f  t h e  a r c h i p e l a g o .
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I I .  A G E N D A  F O R  T H E  F U T U R E

T h e  d i s c u s s i o n  s u g g e s t  t h s  t h e  r e g i o n a l  p r o b l e m s  i n  t h e  

a r c h i p e l a g o  a r e  m o r e  p o l i t i c a l  t h a n  e c o n o m i c .  T h e  c o n s e q u e n c e  

I S  t h a t  t h e  f u t u r e  s o l u t i o n s  o f  t h e  p r o b l e m s  a r e  g r e a t l y  

d e p e n d e n t  o n  t h e  p o l i t i c a l  w i l l  o f  t h e  c e n t r a l  g o v e r n m e n t .

H o w e v e r  t h e r e  a r e  f o u r  c r i t i c a l  p o i n t s  t h a t  m a k e  

r e s o l u t i o n  o f  t h e  r e g i o n a l  b a c k w a r d n e s s  a n d  i n e q u a l i t i e s  a r e  

u n a v o i d a b l e .  F i r s t  i s  r e l a t e d  t o  t h e  c h a n g e s  i n  t h e  s o u r c e s  o f  

p o l i t i c a l  c o n f l i c t s  i n  t h e  r e c e n t  d e c a d e  i n  t h e  g l o b a l  

c o n t e x t .  T h e  r e c e n t  p o l i t i c a l  d e v e l o p m e n t  i n  m a n y  c o u n t r i e s ,  

e s p e c i a l l y  i n  E a s t e r n  E u r o p e  s u g g e s t s  t h a t  e t h n i c  c o n f l i c t s  

d u e  t o  e c o n o m i c  a n d  p o l i t i c a l  d i s s a t i s f a c t i o n s  a r e  b e c o m i n g  

a n d  w i l l  c o n t i n u e  t o  b e  t h e  c e n t e r  o f  p o l i t i c a l  c o n f l i c t  i n  

t h e  n e a r  f u t u r e .  T h i s  r e p l a c e s  t h e  o n v e n t i o n a l  c o n f l i c t  b a s e d  

o n  c l a s s  c o n f l i c t .  T h i s  p r o v i d e s  a n  i m p o r t a n t  l e s s o n  f o r  t h e  

a r c h i p e l a g o  t o  g i v e  m o r e  p o l i t i c a l  a t t e n t i o n  t o  i t s  n a t i o n a l  

s l o g a n  Bhineka Tunggal Ik a  ( u n i t y  i n  d i v e r s i t y ) .  T h i s  s l o g a n  

r e q u i r e s  t h e  r e c o g n i t i o n  o f  t h e  d i f f e r e n c e s  a m o n g  r e g i o n s ,  

i n c l u d i n g  t h e i r  p r o b l e m s ,  a n d  t h e  w i l l i n g n e s s  t o  a c c e p t  t h e m  

a s  s o u r c e s  o f  n a t i o n a l  s t r e n g t h .  T h i s  r e c o g n i t i o n  a n d  

w i l l i n g n e s s  h a s  t o  b e  b a s e d  o n  t h e  p r i n c i p l e  o f  e q u a l i t y  a m o n g  

r e g i o n s .  N o  r e g i o n  h a s  t h e  r i g h t  t o  s t a n d  a b o v e  t h e  o t h e r s .  

A c c o r d i n g l y ,  a  n e w  p o l i t i c a l  a r r a n g e m e n t  i s  n e c e s s a r y .  T h e  o l d  

p o l i t i c a l  a r r a n g e m e n t  b a s e d  o n  a  z e r o - s u m - g a m e  g i v e s  n o  r o o m  

f o r  t h e  e m e r g e n c e  o f  c o m p e t i n g  p o w e r s  o u t s i d e  o f  J a k a r t a  i s
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o u t  o f  d a t e .  T h i s  m e a n s ,  a  c h a n g e  i n  t h e  p o l i t i c a l  c u l t u r e  

a m o n g  t h e  p o l i c y - m a k e r s  t o w a r d  p o w e r  i s  a  p r e r e q u i s i t e  f o r  t h e  

e m e r g e n c e  o f  b a l a n c e d  d e v e l o p m e n t  a m o n g  r e g i o n s  i n  t h e  f u t u r e .

T h e  s e c o n d  i s  r e  1 a t e d  t o  t h e  c o l l a p s i n g  o f  c e n t r a l  

p l a n n i n g  d e v e l o p m e n t  m o d e l  a l l  o v e r  t h e  w o r l d .  F o r  a  v e r y  

d i v e r s e  c o u n t r y  l i k e  I n d o n e s i a  i n  w h i c h  t h e  c e n t r a l  p l a n n i n g  

m e c h a n i s m  p r e v a i l s ,  t h e  e v e n t  o f  t h e  l a s t  y e a r s  i s  a  w a r n i n g  

o f  t h e  i n h e r e n t  l i m i t  o f  t h e  m o d e l  t o  c o p e  w i t h  t h e  r e g i o n a l  

p r o b l e m s .  T h i s  s u g g e s t s  t h a t  t h e  c e n t r a l  p l a n n i n g  m e c h a n i s m  

c a n n o t  b e  c o u n t e d  o n  f o r  a  s u s t a i n a b l e  d e v e l o p m e n t .  

D e c e n t r a l i z a t i o n ,  e s p e c i a l l y  p o l i t i c a l  d e c e n t r a l i z a t i o n  i s  

r e q u i r e d  f o r  r e g i o n a l  d e v e l o p m e n t .  D u e  t o  r e c e n t  d e v e l o p m e n t s  

i n  I n d o n e s i a ,  d e c e n t r a l i z a t i o n  b e c o m e s  e v e n  m o r e  i m p o r t a n t .  

T h e  m e c h a n i s m  o f  c e n t r a l  g o v e r n m e n t  g r a n t - i n - a i d  w h i c h  c r e a t e s  

r e g i o n a l  d e p e n d e n c e  a n d  a l l o w s  t h e  c e n t r a l  g o v e r n m e n t  t o  k e e p  

t h e  l o y a l t i e s  o f  r e g i o n s  o u t s i d e  t h e  i s l a n d  o f  J a v a  i s  b e i n g  

e r o d e d  b y  t h e  g l o b a l  e c o n o m i c  r e c e s s i o n .

T h e  t h i r d ,  b e a r i n g  i n  m i n d  t h a t  t h e  w o r k i n g  o f  t h e  m a r k e t  

f o r c e s  h a s  b e e n  o n e  o f  t h e  p r i n c i p l e  r e a s o n s  b e h i n d  t h e  

p e r s i s t e n c e  o f  r e g i o n a l  p r o b l e m s ,  t h e  g l o b a l i z a t i o n  a n d  

i n t e r n a t i o n a l i z a t i o n  o f  e c o n o m i e s  w i l l  a g g r a v a t e  f u r t h e r  t h e  

e x i s t i n g  r e g i o n a l  p r o b l e m s .  T h u s ,  a  n e w  m e a s u r e m e n t  i s  c a l l i n g  

f o r .  A  c o n s c i o u s  p o l i c y  w h i c h  d i s c r i m i n a t e s  i n  f a v o r  o f  t h i  

b a c k w a r d  r e g i o n s  h a s  t o  b e  u n d e r t a k e n  i n  o r d e r  t o  r e d u c e  t h e  

c e n t r a l i z i n g  e f f e c t s  o f  m a r k e t  f o r c e s .  T h e  e x p e r i e n c e  o f  s o m e  

r e g i o n s  i n  I n d o n e s i a  p o i n t s  o u t  t h a t  a  r u r a l - o r i e n t e d  p o l i c y
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c o m b i n e d  w i t h  a  h u m a n  d e v e l o p m e n t - o r i e n t e d  p o l i c y  a r e  m o r e  

l i k e l y  t o  b e n e f i t  p e o p l e  t h a n  p o l i c i e s  o f  u r b a n - b a s e d  a n d  

n a t u r a l  e x t r a c t i o n - b a s e  i n d u s t r i a l i z a t i o n .  T h e  f u t u r e  p o l i c y  

a g e n d a  o f  t h e  c o u n t r y  h a s  t o  b e  d i r e c t e d  t o w a r d  t h e  

d e v e l o p m e n t  o f  r u r a l  a n d  o f  h u m a n  c a p i t a l .

L a s t l y  i s  r e l a t e d  t o  t h e  n e c e s s i t y  t o  r e - t h i n k  t h e  

m e a s u r e s  o f  d e v e l o p m e n t  p e r f o r m a n c e .  T h e  s t r e n g t h  o f  a n  

e c o n o m y  h a s  t o  b e  m e a s u r e d  f i r s t  o f  a l l  f r o m  t h e  p e r f o r m a n c e  

o f  i t s  m o s t  d e p r e s s e d  a r e a s ,  a n d  n o t  o t h e r  w a y  a r o u n d .  T h i s  

m e a n s  t h a t  t h e  a l l e v i a t i o n  o f  p o v e r t y ,  t h e  f u l f i l l m e n t  o f  

b a s i c  n e c e s s i t i e s  b o t h  i n  s o c i a l  a n d  e c o n o m i c  t e r m s ,  a n d  t h e  

e m p o w e r m e n t  o f  t h e  v u l n e r a b l e  r e g i o n s  a n d  c o m m u n i t i e s  a c r o s s  

t h e  c o u n t r y  h a v e  t o  b e  t h e  p r i m e  g o a l s  o f  d e v e l o p m e n t .  R e 

d i r e c t i n g  c a p i t a l  r e s o u r c e s  t o w a r d  t h e s e  s p e c i f i c  p r o b l e m s  i s  

c a l l e d  f o r .  T h i s ,  o n c e  a g a i n ,  r e q u i r e s  r e - t h i n k i n g  o n  t h e  

c o n c e p t i o n  o f  p o w e r .  T h e  a c c u m u l a t i o n  a n d  c o n c e n t r a t i o n  o f  

p o w e r  u n d e r s t o o d  a s  s y m b o l s  o f  t h e  g r e a t n e s s  o f  t h e  c e n t e r  

h a v e  t o  b e  r e i n t e r p r e t e d  a n d  t r e a t e d  a s  t h e  w e a k n e s s  o f  t h e  

w h o l e  i n  t h e  p r e s e n t  c o n t e x t  o f  t h i s  v e r y  d i v e r s e  c o u n t r y .
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