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HATTA AXD CLOPERATIVES: Tili MIDDLE UAY FOR INDCHESIA?
Benjamin Higgins '

Indcnesia's achievement of independence in December i9h9 hes been followed
by eight stormy years with eight different govermmentg, Throughout most of
this period, Sukarno es President end listte as Vice President were the major
elements of stability in Indonesisn government, Hatta beceme the symbol of
moderation os well es stability; during the succession of cabinets dominsted |
by Fesjumi (T'oslem), right-wing PNI (letionslists) and PSI (Socialisf) parties,
he sérved both s mediator and buffer between the Cabinet and the Presi-
Wdent, who relied increaéingly on left-wing Netionalist and Comnunist support.
The two Ali Sastroamidjojo cabinets and the Djuanda cabinet were supported
by this same facticn, and were closely associated with the President, Under

these administrotions, Hatts was uncble to piay his treditional role. By
| December 1956 he felt himself no longe; gble to remain in the govcrnmént'and'
submitted his resignation. Hatte's :esignstion was widely regerded as a
threat to Indonesia's unity, and pressure has been exerted on him from
verious quarters to return to the government, either as Vice President or as
Prime Miniéter of a new cabinet, With the outbreak of civil war early
this year, the infant Republic faces its most severe crisis yet. ‘Nany people,
both in and out of Indonesia, sre looking to Hatta,Aas a2 "middle of the way"
men, to lead the country out of its present dilemme and back to the path of
unity and progress, |

Thus the pubiication in English of Hatta's book of essays hes an interest
far beyond its irmediate content., What manner of men does it reveal? uhat
is Hetta's program for Indonesia? What is the relationship of this progrem

to the current ccnflict?
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Hatta's Background

Indonesian politicel observers are fond of dividing Indcnesian political
parties into three cetegories: Moslem, Netionalist, and Merxist., One of
the reasons for ilatta's success s a middle-of-the=-way modetator is thet he
combines all three sirsins of Indonesian political thought in his own
1deplogy.‘ He is a devout HMoslem, His father wes a well-known Ulama (¥oslem
religious scholar)kwhokgave him a thorough tr#ining in Islam. Ille was one
of the ecrrly lezders of the Indoneéian netionelist movement which culminated
in the revolution in 1945. As early es 1918, et the are of sixteen, he
became Treasurer of the young Sumeiren Associetion, a locel nstionalist move-
ment. As a student in iiollend, he was a leader of the Perhimpunam Indonesian

(Indonesian fssocistion); and by 1927 his cempaign for Indonesian;igﬁ"“

was influential enough for him to be errested by the Dutch and impriéoned 
for six months, Seven yesrs leter, Hatta was arrested again and thiéitiﬁe
was sent to a concentration camp in New Guinea. He joined Sukarno inéﬁhek
Declaration of Independence on August 17, 1945, and became Vice President at
that time, During the crucial period of negotiations for independence and
until Aygust 1950, Hatta served as Prime Minister of the new Republic, end
then became Vice President again, '

Hetta also sheres with ﬁost of the educeted Indonesian leaders a dis-
tinct Marxist bent, acquiring his Marxist views as a university student in
Holland, Hette gredusted with distinction from the leading Dutch high school

(now Djakerta) , '
in Batavia/in'l921, and spent the following ten years studying at the

Rotterdam School of Commerce, esrning the degree Doctorandus in Economicso1

1"Doétorandus" is a title given to students who heve satisfied all require=-
ments for the Noctorate except the dissertation, ‘ :
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Thus Hatta's education is buropean, and prrticularly Dutch; during the forma=-
tive years between the ege of nineteen and the age of thirty, e was in

Dutch high schools and universities. Consequently, he approaches qucstions

of economic and socisl policy with @ LBuropean 2s well as en Msian point of

view, |

Like other non-Communist Indonesien leaders, Hatta hed his period of
- flirtetion with the Cormmunist Pa:ty dufing his student days, uatta's early
speeches and writings suggest that he thought of Indonesian Communists mainly
as lndcnesien netionelists. Gradually, however, he seems to have decided
thet Communism was the wrong course for Indonesia. While he hes been con~
sidersbly less out-spoken than his fellow Sumstren Sjaffrudin, "Prime Minister"
of the rebel government, he could probably be clessed as an anti-Communist, while
retaining Marxist éttitudes towards the Western World and cepitalism.

There can be little doubt thet Sukarnov!s proposal for "democracy with
leadership" after his returh from Russia, Yugoslavia, and China uas the final
straw thét led to liatta's resignation. Not thet either Sukermo's "conception",
or the struggle between Suksrno, the left-wing Netionalists and Communists §n
the one hand, and the Moslem and moderete groups on the other was anything
new, Sukerno's proposasl was really little more than a recommendaticn thet
Indonesia restore to the Presidency the powers conferred on thet position
in earlier ccnstitutioné,, The process of constitutional reform from the 1945
through the 1949 constitution to the present one of 1950 was one of pro=-
gressive clipping of the wings of the President, and Sukerno had resisted

this process from the beginning.,1 Yoreover, the 1945 constitution also

1See A, K. Prlnggodlggo, The Office of President in Indonesia as DNefined in
the Three Constitutions in Theory and d Practice, Cornell liodern Indcnesla
Project, 1957.

o
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provided for a Supreme Advisory Council not unlike the advisory council
involved in Sukarno’s "conception", At least as early es Octobgr 17, 1952,
the struggle between the two major facticns became an open one. The "October
17th Affeir" was an effort of e few Csbinet Ministers, backed by the Army,

to seize power in 2 coup d'etat, in order tc overcome what they regerded as
the extreme and irrationel nstionzlism of the Sukarno factionol The fall

of the two Ali Sastroamidjojo governments as a2 result of Army opposition was
a reflection of the seme basic conflict;? But while the struggle between the
two fections, represented by Sukerno on the one hand and lietta on the other,3
is one of long standing, the grcwing strength of the Communi#t Perty gave»it
a new significance, The Communists emerged frcom the elections 6f ovember
1955 es the fourth bigrest perty, with about a quarter of the popular vote.
They increased their shere of the popular vote in the elcctions for the
Constituent Assembly, and local elections since indicate thet the Communists
mey have over thirty perceht of the populer support of the country and
nearly half the popular support on the islend of Java, In this situatibn,
Hatta found himself no longer ¢ble to serve as Vice President to a President

1Cf. Justus van der Kroef, "Instability in Indonesia", Far Eastern Survey,
April 1957, and "Guided Nemocracy in Indonesia®, Fer Lastern Survey, fugust
1957s James H, Mysberg, "The Indonesian Elite", ibid., March "le 7; and Leslie
H, Palmer, "Sukerno, the Nationalist", Pacific Affeirs, June 1957,

2F6r'a brief outline of this conflict, cf. Benjamin Higpins, Indonesia's
Economic Stebilization and Development, New York (Institute of Pacilic
Relations), 1957, introduction and chapters 3 and L.

3At a reception at the Indonesian Embessy in Washington in 1955 the wife of
the then !"ilitery rttaché asked me, "Who do you think will win the election,
Sukarno or Hatta?" Since neither Sukarno nor Hstta was rumning for office,
thé question struck me at the time as being slightly neive. HNot until my
knowledge of Indonesian politics deepened did I reelize how apt 2 summary of
the major issues this question was, -



S *5-

who wanted broader powers for himself and grester representation of the
Communists in the government,

At the some time, Sumafran though he is, liztte hes refused to give his
support to the relels, If he is anti-Ccmmunist, why does he nct support
the anti-Communist relellion, centered on his own home region? .

The answer to this question cen be found in the book under review. It
shows clearly that Hatta's attitude to "communism versus capitalism" is "a
plague on both your houses", end thet he thinks of cooperatives as a "middle
way" bétween cepitalism and commnism, es meny Buropeans did during the 1920's
end early 1930's, Let us turn; therefore, to the Hette "conception" of

the ccoperetive state as & middle way for Indonesia,

Cooperetives and the Constitution

Article 38 .f the present (1950) Indcnesian constitution states:
1. The netional economy shzll be orgenized on a co=cperative basis,
2. Brenches of production of importance to the State and which

vitelly effect the life of the people shell be controlled by
the State, '

3s Lend and wzter and the nctural riches contained therein shell
be contrclled by the State and used for the meximum prosperity -
of the people.l

Hatta takes this frticle literally; he considers it a goal end an
obligation of the Indcnesian people to establish a cooperative society, In =2
1951 address he seid, |

As a netion which has struggled cgeinst imperialism and colonizlism
for meny a decade, we have the highest ideals concerning the funda=
mental principles of life, We want to see our netion live in pros=-
perity and well-being, free from want. This ildesl of ours is laid

hi 1t 314 a2l treusleticn eg prencred v tie . inistrr of Inrormation,
%Eqig %gttgelitéégffgﬁgnsla j.on o? tge Enécnés an ge. : .
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down in the Constitution: "The netional economy shall be orgsnized
on & co~operctive basis." These words of the Constitution are not
only a2 reflection of one of our neticnel ideels, but also an injunc=-
tion to do our best for its fulfillment. A nationel economy on a
co-operetive besis is whet we aspire to.L

He also indentifies the cocperative stete with the Pantjesila. e
writes,:

In realizing our netional idesl that'"the economy should be organized
on a cooperative brsis,"we should not forget that our state is based
on moral principles, which sre embodied in the Pantjasila, the five
principles: Divine Ommipotence, humenity, national consciousness,
denocreey and social justice. (p. 76)

He also indicetes thet the creation of @& netional economy along cooperative
lines is the proper outlet for Indcnesian nationalism.

It has been only since the inception of the nstional movement,

- starting with Budi Utomo, that the ideas of economic co=opera-
tion have begun to come to life in the Indcnesisn community. It
can therefore be seid thet it was the nationel nmovement which
stimulated the development of the cooperative movement, Netionsl
feeling became its puiding spirit. (p. 7)

Cooperation as 2 Development Technigue

For Hatta, however, the organizetion of ccopsretives is much more than an
expresgicn cf nction2lism or the striving for an ideesl; it is the appropriate
development technique for his country. Indeed, he states at one point
that "because the strength of a people economically weak cen be brought about

only through the cooperastive movement, cooperatives are a conditio sine qua

non as a base for the pecple's economy" (p. 31), Cooperation, he argues, is
the only wey to cradicate the netionel "inferiority complex"; it alone is

"capable of tcering the remnant of colonialism from the soul of cur netion"

(p. Lk).

1From Vice~President Hatte's address on Indcnesia's First Co-operatives Nay,
July 11, 19510
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s en example of whet cooperatives can do to develop the Indcnesian
economy, he cites the possibility of organizing collectively owned smokehousess
"If the rsw rubber were smoked, it would be eesy to produce at least fifth-
grade sheet rubber, for which there is & resdy world merket, at é'priée up
to three times that of raw rubber", which the smallholder is now selling
(p. 50)., He refers tc NDemmerk as & cocuntry which "by means of co-operetive
orgenization®, has "successfully reised themselves from & poor nation to one

of the most prosperous netions of the world" (p. 5k).

Cooperstives and Gotong Rojong

At the seme time, Hatta believes thet coopefatives are a modern expression
of the ancient traditions of unanimity versus méjority rule, mutual aid,
working topether, the family-like society, and similer village traditions,
IMatual assistance, he says, is "second neture to our people" (p. 1). In the
Indonesian villege "social co-operation is performed without regerd to exact
eéonomic calculations. o . This type.of socisl intercourse makes for a strong
feeling of solidarity, the feeling of harmoniously belonging togethef" (po 2)o
At some points he seems to arguekthat the co-operative movement should be
supported because people who believe in it ere nicer then others. In a co-
operative store "gll weights and messures. . .must be true" (p. 35)o Co=
operatives must "keep prices reasonsble for the people", in contr;se with
ordinery treders who}"take edventare of shorteres and try to sell et the
highest possible price", (lle does not indicete how coopefatives would over-
corne shortages when they occur, nor how they would retion short supplies
if prices;g;;ed below the merket level,) The principles of the cooperative

movement requires thet "we must carry on a struggle in which we must be



sustained by a purity of heart" (p. 97).
Hetta does sey thet economic cooperation requires "individuality" as well
as the traditional "soliderity" (pp. 3-li), but he warns

thet individuality should nct be ccnfused with individualism.
Individualism is en understanding or philosophy of living which
pleces the individuel before society a8 we find in the economic
teachings of /dam Smith, Individuality is the nature of an in=-
dividual who is ccnscious of self-respect and hes faith in him-
self. (pp. 32-33)

Anti-Capitalism

The strength of listta's snti-capitelist sentiments is apparent throughout
the book. In 1951, Hatta was saying thst privete enterprise is all right in
the short run, slthough it should disappesr in the long run, "A reelistic
| economy policy", he meintains, "should be able to meke a‘distinction between
long tem ond short ;bem econonic policy. . « Cur long term econcmic policy
includes ell efforts end plens for the gredusl estab/liahment of the Indonesian
economy on a co-operetive besis." In the short run, however, the rovernment
must direct its attention to the immedizte needs of the people: food, clothing,
and 5hou.s:i.ng; and "as long as the stete and the coopcratives are not yet
equipped to manege the nationel economy, in our community privete initiative

will fulfill the functicn of developing the econcmy and providing a living
for meny thousends of people of the have not category." Even them,however,
he edded, "it is the duty of the government to protect the people's weak
ecoﬁcmy egainst foredgn economic oppression and to improve the system of
shering the errnings" (pp. 39-U40).

By 1956 privste enterprise‘hed sunk tc the level of o negessary evil in
llette's view., The best he could say for it was, "Whether it is desired or

not, those egctivitirs not underteken by the government or b the cooperative



9=

movement in this period of reconstruction end development ere.left to be taken
up by privete concerns” (ps 100), However, "as there ere set up more end
more state enterprises, . . .and as the coopcrative movement develops, the.
scope #vaileble tc privete enterprise will accordingly c¢iminish end finally

diseppeer entirely" (p. 101). He did add, however, that "this ultimste
development should not be brought about by draconic government reguletions,
dogmetically formulatgd, but‘father a8 a result of the predominancé acquired
by state and coopcrative undertskings."

"Hatta regards the unexpected wigor of Indohesirn enterprise as a threat
to the long run goals and ideels cf Indcncsians. Article 38 is imperiled, he
argues, because "there is an ever widening penetration of the idea of |

netional cepitalism within the ranks of the influentiel political perties in

Indonesia. . .Apparently the perty leaders have rot, in this trensitional
stege, sufficient authority to check this demaging trend" (p. 99). He admits

thet "tlere was 2 time when the principle of laissez=faire. o .brought pros-

pe}ity to the peoples of the world.). .(It) caused the collapse of &ll that
wes weak end destroyed backward production techniquesytime énd agéin ceusing
crises in unemploymcnt., However, the econcmic improvements and progress which
it hed crested outweighed the misery resultiné fronm it." But, "capitalism
will run its course, and its historicel mission will be'overo Its further
development fr.n free competition into & system of monopolies, is no 1ohger
in agréement with its original(miésion. The destruction it causes hes become
greeter then 2ll the good and improvement it hes brou;ht" (pp. 86-87). The
Marxist ring of thesc statements is unmistskable,

Anpther indicetion thet llatte still accepts the lerxist view of cepitalism

appears in his discussion of large scale cooperative industries, It is of
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course true, he stetes, that "lerge scale industries cannot be orgenized cn
a coopcrative besis in capitelist ccuntries beceuse the workers who would
become the pertners in these cooperstives do not own eny capital." However,
he sees no reescn why Indonesie, with its whole economy orgenized on o ‘
cooperative basis, shoﬁld noct be sble to accumulate sufficient savings to
organize lerge scele enternrises on a cooperstive besis (p. 80).

Throughout the bock he treats ccoperatives as the entithesis of cepitelism.

Leréc scele enterprise in cepitalist countries, he cays, sre "to a lerge
extent still subject to 2 cenflict of needs and inlerests between labor and
crpital and, because of that, cerries with it an overt or covert cless
struggle. 1n the cooperative movement there is besically no class struggle"
(po 24), At another point, he yoes so far as to state thst "a private
concern with shareholders is an embodiment of class entagonism", while "in a
cooperative enterprise there cennot exist any cless or class interests"
(ps 163). In ¢ coopcrative system "wages are decided in line with the im~
portancé of the job and the emount of respcns’bility borne by an 5ndi§idual
in the running of the enterprise": he implies thet such factors exercise no
influence on wage determinetion in capitalist countries, |

Among the beckers of the rebel government in Sdmatra are some of the very
"netional cepitaiists" that Hatte regerds as a threst to Indcnesia's ideals;
his feilure to throw his support to the rebels mey well be the result of

his disteste for this element of their support,

Cooperetives end Indcnesia's Nevelopment Protlem

Desnite its wide ranpe ¢f netursl resources, Indinesis hes a2 complex and

difficult develo:ment prcblem, Two=thirds cf thevcountry's eigfh‘by-—i‘ivew



million peeble ere crcwded together on the one smell islend of Jeve, maicing
it the most densely populated large area in the world. There is no hope
for the achievement of even resscnably high per cepita incomes on Java
without moving much of the populetion intc industry cn Java, or into industry
or lerger scale egriculture on the outer islends. Either approsch is expen-
sive., liost ol' the industrial potentisl--including plentations as industries--
is in the outer islands, especislly Sumatra, Reslizetion of this potential
will also require heavy investment of capitel and skills, The estimotes
mede by the }M.I.T. Indonesia Project suggest thet Indonesia needs investment
of Rp. 12 to Rp. 15 billion per yeer to get over the hump to self-sustained
growth=«gbout twice what hes been invésted in recent years or what is czlled
for in the current Five Yerr Plan, Hetionel income is about Rp. 170 billion,
so these investment requirements correspond to the twelve to fifteen percent
of netional inccme widely accepted es the capitel requirements for a "take-
off" into economic growth, |

Jow do these figures compere with the sceale of the present cooperative
movement in Indcnesia? In 1956 (the latest year for which fipures are avail-
eble at tiﬁe of writing) there were gbout 12,000 coopcfative societies in
- Indonesia, with a membership of just over two millione-less than ten percent
of the lsbor force., Total capital emounted tc Rp. 394 million, less than
three percent of capital requirements., Totszl transactions-e-credits and
sales combinede--were just over Rp, two billion, or some two percent of national
income,

Cleerly, the cooperstive movemeﬁt cannot bc expected to make much of a
centribution to Indonesien economic development in the short run. Hatta does

not suggest that it can; "the cc-operstive movement", he says, "calls for
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educction end treining which not only cennot be scquired in a2 short while

but rust coﬁsume decades" (p. ?7).1 He recognizes thet "the man in the street
cannot live by ideals cnly, he has not got the patience to wait for the
reelizetion of the co-operetive community cf Indcnesie, which can be estsb-
liched cnly graduglly end efter e feirly long time. He wants action, cf any
gind, thet mrkes life less of 2 burden tc him right now“ (p. 38).

But ectiocn cf whet kind? Here idstta feils us. He provides no program
for the short run. Foreign aid, he says (p. 31) can be effective cnly if it
works through the coop: retive mo?emento Yet Indcnesia badly needs an effec-
tive program to get through the shoré run, if she is ever to enjoy the long=
run potentisl cf her economy, orgenized in céoperative fashion or any other
wey. .Ruch of the unrest in lndcnesie reflects the wide and deep dis-
appointment thet llerdeka failed to bring prosperity in its wake; and the
strugrle between Java end outer islands reflects & feeling thet the central
government hes not done what it could to build on the "growing points end
leeding sectors" in the outer islands,

The government's failure to convert indcnesia's considerasble development
potentizl intc s rising stenderd of 1iving results from the insbility of
Indcnesian leaders tc resolve their’ideological conflicts., All governments
and all perties have expressed themselves in favor of "converting the cclonial
econcmy into & netionel economy", but the concept cf ¢ "netionel econ my"
differed from party to perty and from leader tc leader; indeed only the
Communists hed a clear idea of what a "national" econcmy would be, All
perties also pay lip=-service to the netionsl goal of "organizing the economy
aiong cooperative lines" which was written into the Provisionel Constitution;

but this goal also hés lacked cleer definition.
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Fost lcaders 2gree that Indonesia is not to be developed cn "capitalist"
lines., Rugyed individuaiianb free competition, priveste enterprise, had few
enthusiastic backers. They were esscotirted in the minds of most Indonesiens
with imperialism, colonialism, meterialism, end é ruthlessly exploitative,
ferociously competitive, "deviletake=the=hindmost" appxoach to socisl organi=-
zetion., Indonesians did nct went such "capitsrlism". So whet was the economic
and social system to beé No one but the Comrunists was quite sure, lean-
while, it waé considered necessary to avoid meking decisions on particular
projects--finencing the Asahan Vellay scheme, disposition of the Nérﬁh Sumatra
cil properties--lest the decisions prove inconsistent with the ultimate_
'définition of sociél'snd econohic e2ims.

Similerly, while everyone agreed thet the political system was to be
"democrétic", they alsc agreed thet it was not to be democretic in the
ordinery "Western" sense. No one but the Communists wanted a "People's
Democracy". 1t was to be an "Indcnesian" democracy, reflecting the spirit

‘(mitual aid and unanimity)
of gotony rojong end musjawerst gggg,/énd rejecting=-as Suksrno put ite-
"the principle thet fifty percent plus one is right", But whet exactly did
thie meén? Ho one was quite sure, end the Ccnstituent /sserbly mey teke years
to decide. licanwhile, it was felt thet "as the twig bent so is the trée
inclined“. llo new institutions should be set up thet m’ght prejudice the
fiﬁal outcome,

With sucﬂ confusion regarding ultimcte goels much time and energy of
netionel leeders wes dissipeted in fruitless debate et the ideolbgical level
i'eenwhile pressing economic issues absorbed the attention of only a handful

of leaders in the agencies directly concerned--the Bank Indonesia, the lfinistry
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of Finence, the Netionsl Plenning Burésu, the Industrial Development Bank.
Such questions as, "How 6ah we best protect our dwindling foreign exchange
reserves? Where can we find cepital for development projects? Should we re-
introduce a lend tax? Should we develop Asshan or increase hydro-electric -
capecity in Java?" could never be enswered in terms of economic elfective-
ness alone. At some point they glways ran into en ideologiéal'or nationalist
issue. Qhenever it wes a choice betueéﬁ en effective stebilization or deve-
lopment policy and satisfying ngtionalist sentiments, nationalism won,

What Indonesia heeds most from her lesders at this point is a lerge
dose of pragmatisme=or, to use an expression conceived to describe the policy
which kept the C#nadian Liberals in office for such an extraérdinary length
of time=="ad hoceﬁy". Indonesia needs a leader with the common sense to
deal with the country's problems one by one, in @ straightforward end
»practical menner, and without too much appe2l to one ideology or enother.
This leader must elso have the populer appeal to get support for such &
prbgramo The importénce of Hatta's contribution tovthe Indcnesien revolue
tion and to keeping the Republic aflcet in its early yeers is beyond dispute;
The loftiness of his ideals eand his personal integrity have never been
questioned. No doubt it will be necessary.to bring him back into the govern-
ment in some capacity to provide a fecade of unity. Bﬁt Judging from his
book, there is room for doubt as to whether Hatta alone cen give Indonesia

the kind of leadership she needs in her present crisis,



