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Abstract 

 

While research on business interest associations in developing countries are few and far 

between, we do know, from the small body of literature on the subject, that some business 

associations in developing countries engage in activities that have the effect of broadening 

access to political and economic participation (i.e. are inclusive); while others, conversely, 

engage in activities that constrain access to political and economic participation (i.e. are non-

inclusive). This thesis seeks to understand why. Additionally, it also investigates how these 

associations develop inclusive and non-inclusive attributes in the first place. In other words, 

this project seeks to understand what factors drive some of these associations to promote 

political and economic inclusion, and what factors drive others to work against it. 

To find the answer, I conducted a comparative case study of business interest associations in 

Sri Lanka and Indonesia. While Sri Lankan and Indonesian associations operate in similar 

political and economic landscapes, they are known to exhibit markedly different insititutional 

attributes vis-à-vis political and economic inclusion. Sri Lankan associations are known to 

promote, and contribute towards, political and economic inclusion (e.g. Moore & Hamalai, 

1993), while Indonesian associations do not. Indeed, Indonesia’s largest peak business 

association has been known to work against political inclusion (e.g. Hicks, 2012). 

The findings of the empirical study suggest that business interest associations which develop, 

mature and institutionalise organically, embody inclusive political and economic attributes, 

and do things that have the effect of broadening access to political and economic 

participation - because such actions advance the collective interests of dominant actors 

within them. Members of business associations, most of whom are small to medium sized 

enterprises, benefit from broader access to political and economic participation. Contrary to 

Olson’s (1965; 1982) overarching characterisation of business representative bodies, this 

study finds that associations, which developed organically, are not generally utilised by 

powerful members of the economic elite to rent-seek in pursuit of private, individual gains. 

Privileged economic elites, who are more likely to rent-seek and are incentivised to constrain 

access to political and economic participation, do not usually actively participate in business 

association activities because they already have direct access to political elites and therefore 

do not need to be represented by a collective body. The activities of business interest 

associations are, therefore, naturally driven by the interests of smaller commercial entities, 

who have much to gain from political and economic inclusion. 

But business associations’ agenda can be hijacked, and their organisation easily used as a tool 

of control, by powerful external actors – like an oppressive regime. When this happens, their 

inclusive attributes are sabotaged, and this prompts these associations to behave in ways 

consistent with Olson’s depiction of a rent-seeking association - even after the said saboteur 

departs (e.g. Hicks, 2012). This is what happened in Indonesia under Soeharto, when the state 

interfered with the country’s chamber movement. Business associations’ vulnerability to such 

external interference and their general timidity towards oppressive regimes is why their role 

in advancing political economic inclusion can, at best, be characterised as elusive.  
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Glossary 

 

Bahasa Indonesia Lit. the language of Indonesia - commonly referred to as ‘Indonesian’. 

Bahasa Indonesia is dialect of Malay (Bahasa Melayu lit. language of the 

Malay people), which was chosen by leaders of the independent 

movement in the Dutch East Indies to become the national language of 

the unified and independent Republic of Indonesia. At the time, Malay 

was spoken as native tongue by only approximately 5% of the population 

of the Indonesian archipelago. 

 

Bappenas An Indonesian government institution responsible for national 

development plans and budgets. The term is short for Badan 
Perencanaan Pembangunan Nasional lit. the National Development and 

Planning Body (usually referred to as ‘Ministry’). 

 

Ceylon Refers to British Ceylon (i.e. between 1815 – 1948) and/or the 

independent Dominion of Ceylon (i.e. between 1948 – 1972) before the 

country became a republic and was subsequently renamed the 

Democratic Socialist Republic of Sri Lanka. 

 

Demokrasi 
terpimpin 

Lit. guided democracy: a form of state-led corporatism introduced in 

Indonesia by Soekarno’s administration and which was continued under 

Soeharto’s Orde Baru. 

 

Donoughmore 

Constitution 

A colonial constitution that was created by the Donoughmore 

Commission and governed British Ceylon between 1931 and 1947, when 

it was replaced by the Soulbury Constitution. The Donoughmore 

Constitution brought universal adult suffrage to Ceylon. This was the first 

time that a dependent, non-white Western colony was granted universal 

suffrage and control over its own domestic affairs. 

 

Dutch East Indies Refers to the Dutch colony in the Indonesian archipelago prior to the 

declaration of independence and formation of the Republic of Indonesia 

in 1945. Indonesia’s independence was recognised by the Netherlands in 

1949. 

 

Executive 

President  

(of Sri Lanka) 

The head of state and government of Sri Lanka from 1978 onwards. 

Between 1972 and 1978, Sri Lanka’s president and head of state was 

largely a ceremonial role. The prime minister was the head of 

government. The creation of the office of the executive president means 

that the prime minister’s role is reduced to that of a de-facto vice 

president. Sri Lanka does not officially have a vice president. 

 

Golongan Karya Shortened into Golkar and commonly translates to ‘Functional Group’. 

Golongan Karya refers collectively to corporatist interest groups which 
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were represented in the Indonesian parliament during the Soekarno and 

Soeharto era, and consists of various sections of society including 

educators, artisans, military officers and workers. Parliamentary 

representatives of these groups were handpicked by the President of the 

Republic during this time. Soeharto used Golkar as a political vehicle to 

support his regime. After Reformasi, Golkar evolved into a political party. 

 

Javanese 

Wòng Jåwå 

(ꦺꦮꦴꦁꦗꦮ) 

An Austronesian ethnic group, specifically belonging to the Malayo-

Polynesian sub-group; native to the island of Java in the Indonesian 

archipelago. Javanese make up approximately a third of Indonesia’s 

population and forms the largest ethnic group in the Republic of 

Indonesia. Like most other Pribumi ethnic groups, Javanese people are 

predominantly Sunni Muslims. The term ‘Javanese’ also refers to the 

language spoken by Javanese people, Basa Jåwå (ꦧꦱꦗꦮ). 

 

Majelis 
Permusyawarahan 
Rakyat 

Lit. People’s Consultative Assembly; presently the legislative branch of 

Indonesia’s political system, which consists of the Dewan Perwakilan 
Rakyat [People’s Representative Council] as the de-facto lower house 

and Dewan Perwakilan Daerah [Regional Representative Council] as the 

de-facto upper house. The composition of the parliament, its name and 

its constitutional relationship with the office of the president have 

changed numerous times since the creation of its predecessor in 1945. 

 

Marhaenism A political philosophy that was the foundation of Soekarno’s Partai 
Nasional Indonesia [Indonesian National Party] and influenced the 

development of Pancasila as a national ideology. Marhaenism, like 

Marxism, promotes collectivist economic policies, anti-imperialism (cf. 

Lenin, 1917) and ‘democracy’ as commonly interpreted in the Soviet 

Union and the Eastern Bloc. Unlike Marxism, however, Marhaenism has 

a strong nationalist overtone and emphasises national unity. ‘Marhaen’ 

is the name of a poor Javanese farmer that Soekarno met, whose story 

inspired Soekarno’s national-socialist movement. 

 

Orde Baru Lit. New Order: a term coined by former Indonesian President Soeharto 

to distinguish his regime from Soekarno’s, which the former dubbed 

Orde Lama [lit. Old Order]. Today, the term Orde Baru is synonymous 

with the Soeharto regime from 1965/6 to 1998, when he was 

overthrown. The fall of Soeharto marked the start of a new era dubbed 

the era of Reformasi. 
 

Pancasila Indonesia’s national ideology imposed under Soekarno’s regime. It 

consists of the following principles: (1) the belief in one God (2) justice 

and civilised humanity (3) the unity of Indonesia (4) guided democracy 

and (5) social justice for all. The term panca-sila [lit. five precepts] was 

originally a Buddhist terminology and refers to precepts taken by 

devotees to refrain from five defilements, namely: killing, stealing, lying, 
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adultery and drinking alcohol. The way that the term is employed in 

Indonesian politics bears no resemblance to its original meaning. 

 

Pribumi Lit. Of the land: refers to indigenous inhabitants of the Indonesian 

archipelago (cf. e.g. Tionghoa Indonesians, who originate from Tiongkok 

i.e. China). The term Pribumi usually implies reference to diverse peoples 

belonging to Austronesian (specifically Malayo-Polynesian) ethnic 

groups, who inhabit the Western and central parts of the Indonesian 

Archipelago (e.g. Javanese, Sundanese). Pribumi Indonesians are 

predominantly Sunni Muslim with some notable exceptions such as the 

Balinese and Minahasans. Ethnic Melanesians, who populate the Eastern 

parts of Indonesia (incl. Papuans, Timorese and others who originate 

from islands to the East of the Wallace Line), are commonly referred to 

as Putra/putri Daerah (sons/daughters of the regions) - although the 

term Pribumi is often used to incorporate them as well. Putra/putri 
Daerah are predominantly Christians – or at least nominally so. 

 

Reformasi Lit. Reform. The era of Reformasi is synonymous with the post-Soeharto 

era in Indonesian politics (i.e. from 1998 up to the present day). Less 

commonly, it refers to the period of transition between 1998 up to the 

swearing-in of the first directly and democratically elected Indonesian 

president since 1949 i.e. former President Yudhoyono.  

 

Republik Indonesia 
Serikat 

Lit. Republic of the United States of Indonesia or more commonly, the 

United States of Indonesia. A federated body created and governed 

according to the 1949 Indonesian constitution that created a federated 

state under a parliamentary democracy. Soekarno dissolved Republik 
Indonesia Serikat in 1950 and revived Republik Indonesia under guided 

democracy. 

 

Sinhalese 

Sinhala Jathiya 

(�ංහල ජා�ය) 

An Indo-Aryan ethnic group which makes up approximately 75% of the 

population of Sri Lanka. Sinhalese communities populate most of the 

Western, Southern as well as the Central Highlands of the island of Sri 

Lanka. Sinhalese people are predominantly Theravada (Orthodox) 

Buddhists. 

 

Sinhala (�ංහල) The native tongue of the Sinhalese people and, along with Tamil, is one 

of the two national languages of Sri Lanka today. Sinhala was formerly 

Sri Lanka’s only official national language. Many Tamils, who live in areas 

of Sri Lanka, which are predominantly populated by Sinhalese people, 

speak Sinhala as their second or third language (i.e. in addition to their 

native Tamil and English). The first written accounts of the Buddha’s 

teachings were written in the Sinhalese script since the language in 

which it was written, i.e. Pali, did not have a written script. 

 

Soulbury 

Constitution 

The first constitution of independent Ceylon that was created by the 

Soulbury Commission. The Soulbury Constitution governed British, and 
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later Dominion of, Ceylon between 1947 and 1972. In 1972 the Dominion 

of Ceylon became a republic (and changed its name to Sri Lanka), at 

which time the Soulbury Constitution was replaced by Sri Lanka’s first 

republican constitution. 

 

Tamil 

tamiẓarkaḷ 

(த
ழரக்ள்) 

A Dravidian ethnic group which originates from Tamil Nadu in India and 

the Northern part of Sri Lanka. Tamils makes up 15% of the population 

of Sri Lanka. Indigenous Sri Lankan Tamils are often differentiated from 

Plantation Tamils, who were brought to Sri Lanka by the British from 

Tamil Nadu to work on British owned plantations. There are large 

communities of Tamil Diasporas in Malaysia, Canada and Singapore. The 

term ‘Tamil’ also refers to the language spoken by Tamil people 

(த
ழ்), which is now one of the two national languages of the Sri 

Lankan state. Tamils are predominantly Hindu. 

 

Tamil Eelam 

(த
�ழம்) 

A de-facto breakaway state, which covered the North and Eastern parts 

of Sri Lanka. The territory was controlled by the Liberation Tigers of Tamil 

Eelam, who fought the Sri Lankan government in the Sri Lankan Civil War. 

 

Tionghoa Indonesian residents of (Han) Chinese descent, who make up 

approximately 1% of Indonesia’s population. Despite their small 

population, they command a disproportionately large share of the 

nation’s wealth.  Unlike Chinese migrants to Vietnam and Thailand, and 

similar to Chinese migrants to Malaysia and Singapore, they rarely inter-

marry with locals and do not integrate into mainstream Pribumi society. 

They stand out among locals and are distinguishable from the local 

population by their physical appearance (cf. say, Vietnamese peple of 

Chinese descent). However, unlike Chinese Malaysians, they commonly 

adopt local-sounding names and surnames for use in official documents. 

Unlike most Indonesians, Tionghoa Indonesians predominantly adhere 

to Chinese folk religion and Mahayana Buddhism, or Christianity. The 

term Tionghoa originated from the term zhonghua (中華) lit. China. 

 

Undang Undang 
Dasar 1945 

Lit. the 1945 Constitution: constitution of the Republic of Indonesia. It 

was replaced briefly in 1949 at the founding of Republik Indonesia Serikat 

but was reinstated as the constitutional document upon the re-

establishment of the Republik Indonesia under Soekarno’s guided 

democracy. 

 

United National 

Front 

A right-leaning electoral alliance and parliamentary coalition of various 

parties in Sri Lanka led by the United National Party, which is also by far 

the largest political party in the group. 

 

United People’s 

Freedom Alliance 

A nationalist and left-leaning electoral alliance and parliamentary 

coalition of various parties in Sri Lanka led by the Sri Lankan Freedom 

Party, which is also by far the largest political party in the group. 

  



xi 

 

Statement of Original Authorship 

 

The work contained in this thesis has not been previously submitted to meet requirements 

for an award at Griffith University or any other higher education institution. To the best of my 

knowledge and belief, the thesis contains no material previously published or written by 

another person except where due reference is made. 

 

 

 

 

Daxiong (Kevin) You 

Saturday, 20 January 2018 



xii 

 

Acknowledgements 

 

The last three years and a half have been a lot of fun! I had a great time: travelling, exploring 

new cities, meeting new people, learning new things, making friends from all over the world, 

getting lost in places I’d never been before and forging close bonds with my amazing 

colleagues. I had a great time throughout my PhD programme. So, thank you to Griffith 

University for financing this journey through its postgraduate research scholarship. I sincerely 

appreciate the opportunity. 

I would like to express my deepest gratitude to my academic supervisors, without whose 

support and guidance, the completion of this thesis wouldn’t have been possible: Prof John 

Kane, A/Prof Wes Widmaier and Dr Gustavo Guzman. I would also like to thank Prof Michael 

Barry and A/Prof Janis Bailey, whose supervision at the beginning of this journey was critical 

to me getting through my confirmation. 

Also, thank you to my wonderful colleagues from ERHR and IBAS, who stood with me side-by-

side in this journey: Farid Irshaid, Libby Sander, CJ Wang, Jessica Booth, Vishal Rana, Lorraine 

Tulele, Mahan Poorhosenzadeh, Omid Hassannejad and Judy Taubner-Ragg. Thank you for 

the fun times! To my faculty friends:  Dr Matt Xerri, Dr Katrina Radford and Dr Heather 

Stewart; thank you for putting up with me over the last three years and a half. Thank you for 

answering my dumb questions, for your patience, your words of encouragements and your 

continuous support. 

Last but not least, I would like to thank my family. To my beautiful life partner, Shella, thank 

you for supporting me throughout this journey, even while you’re busy running a business of 

your own. To my son, Karl-Friedrich, thank you for your unconditional love. I love you both.   



xiii 

 

Dedication 

 

To the great mentors in my life, on whose guidance and advice I relied throughout the 

different phases of my formative years: Tom Hardin, Yvonne Anderson, David McDonald and 

Mark Mourell 

 



 

1 

 

Chapter One  

Introduction 

 

Background 

This project seeks to understand why and how some business interest associations in 

developing state permeated market economies (‘SPMEs’) do things that have the effect of 

broadening access to political and economic participation - and conversely, why and how 

other business interest associations in a similar environment do just the opposite. In other 

words, this project seeks to understand the factors that drive some associations in developing 

SPMEs to promote political and economic inclusion, and others to work against it.  

Business interest associations are important actors in the political and economic landscape of 

a country (CCD, 2011). Their influence on public policy has been shown to be significant at 

times (e.g. Thornthwaite & Sheldon, 2012; cf. opposing views e.g. Schmitter & Streeck, 1999, 

p.9). Peak associations regularly act as partners and trusted advisors to government bodies 

(ILO, 2010), which gives them easy access to key policy makers. State functions, such as the 

issuing of certificates of origin and registering of bids for government projects, are often 

outsourced by governments and entrusted to major peak national associations (e.g. Hicks, 

2012; Moore & Hamalai, 1993).  

For years, now, observers have raised significant concerns over these associations’ close 

proximity to key decision makers in government. Public choice theorists, like Olson (1965; 

1982), and Larrain Aylwin and Prüfer (2014) suggest that business interest associations have 

the potential – indeed tendency – to develop into tools of regulatory capture, which can be 

utilised by powerful commercial interests in pursuit of self-serving aims. Others fear that the 

overwhelming influence of these associations could pose a threat to the day to day 

functioning of governments (e.g. Lucas, 1997; Sharfman, 1926). These are very concerning 

prospects. Nonetheless, studies into these supposedly powerful and controversial institutions 

are few and far between (Barry, Michelotti & Nyland, 2006; Barry & Wilkinson, 2011a; 2011b; 

Schmitter & Streeck, 1999; You & Barry, 2016). 

Political science literature abounds with references to the activities, behaviours and socio-

economic roles of individual enterprises, entrepreneurs, business leaders and indeed 

capitalists as a class in society (per Schmitter & Streeck, 1999). But the subject of formal and 

collective associations of capital through business associations is largely under-researched. 

This is particularly true when it comes to associations that operate in developing markets, 

which is peculiar because there is much academic interest in the rise of trade unions across 

the developing world (e.g. Das, 2008; Freeman, 2009; Gallin, 2001; Sirait, 2014). Schmitter 

and Streeck (1999, p.9) suggest that perhaps a part of the reason for: 

[t]he conspicuous silence on the subject of ‘organizing capitalists’ compared, for 

example, to the considerable noise generated by the topic of ‘organizing workers’ … 

stem[s] from a general political orientation in the scholarly community, which has 
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looked on the collective efforts of [capital] defending their interests as less legitimate 

and certainly less heroic than comparable efforts of workers. 

But collective efforts of capital to defend and promote their interests are an important reality, 

and in parts of the developing world in which (often left-wing) populist forces dominate the 

political landscape, their efforts are arguably no less ‘heroic’ than those of workers in the 

capitalist West (see Nguyen, 2015a; 2015b; Moore & Hamalai, 1993). This is not to say that 

the institutional make-up, attributes and impacts of business associations in developing 

economies necessarily mirror those of trade unions in the West. The fact of the matter is that 

we simply do not know all that much about them − and here, is where this thesis comes in. 

Theoretical Contribution 

This research project contributes to the debate between pluralists and Olsonian, public 

choice, new institutionalists regarding the roles that business interest associations play in 

economic development and the political landscape of developing countries (see Hicks, 2012; 

Unger & van Waarden, 1999, also Larrain Aylwin and Prüfer, 2014; Moore, 1993). While the 

debate largely centres on whether business associations have net positive or net negative 

impact on good governance and economic growth, I suggest the evidence is quite clear − 

which is that some associations contribute positively to, while others have a negative impact 

on, good governance and economic growth (e.g. Goldsmith, 2002 cf. Hicks, 2012; see Doner 

& Schneider, 2000). Simply said, some associations do more good than others (Doner & 

Schneider, 2000).  

So instead of further engaging in a debate about whether business associations are inherently 

‘good’ or ‘bad’ for a developing economy, in this dissertation, I seek to direct our focus to 

understanding factors that drive business associations to promote political and economic 

inclusion, and conversely, those that drive them to work against political and economic 

inclusion. This is because political and economic inclusion is a principal determinant of 

sustainable economic development (Acemoğlu, Johnson & Robinson, 2003; Acemoğlu & 

Robinson, 2012). Specifically, the research questions at the centre of this project are: 

1. Why do some business interest associations in SPMEs do things that have the effect 

of broadening access to political and economic participation? 

a. How specifically do these associations broaden access to political and 

economic participation? 

2. Why do other business interest associations in SPMEs, conversely, do things that have 

the effect of constraining access to political and economic participation? 

a. How specifically do these associations constrain access to political and 

economic participation? 

I answer the above questions by conducting a comparative variation case study (e.g. Cohen & 

Crabtree, 2006; Flyvbjerg, 2006, p.253) of associations in Sri Lanka and Indonesia. Business 

associations in Sri Lanka are known to have had a positive impact on broadening access to 

political and economic participation (Moore & Hamalai, 1993). On the other hand, their 

counterpart in Indonesia has been known to have done just the opposite (Hicks, 2004; 2012). 

My empirical study is focused on figuring out why this is. Specifically, I look into the 



 

3 

 

conception and initial development, activities and institutional make-up, and resulting 

political economic attributes of my samples through an institutionalist lens to understand the 

factors that drive these associations to take on inclusive or non-inclusive attributes. 

I arrive at the conclusion that business interest associations participate in broadening access 

to political and economic participation because their inherent institutional make-up 

incentivises dominant players within them to pursue strategies, which have the effect of 

advancing political and economic inclusion. The risk that a business association engages in 

things that have the effect of constraining access to political and economic participation arises 

if its decision-making process, is interfered with – in other word hijacked - by a powerful 

external actor such as a repressive state. It is not the case that all repressive states interfere 

with a country’s business associations. When they do, however, the association ceases to 

become an agent of inclusion. 

Findings from this study contribute to academic conversations on the nature of business 

interest associations in emerging economies, and interactions between regime types and 

collective business representatives. It contributes to the pluralist theory of political economy 

by highlighting the roles and identities of business associations, as an agent of capitalist 

interests, in a developing nation’s political and economic landscape. In addition, it also 

provides a glimpse into the nature of business-government relations in South Asia, a region 

that has only quite recently attracted significant academic interest. Insights from the 

secondary research questions - into how business associations affect their countries’ political 

and economic landscapes – responds to Barley’s (2010), and Stern and Barley’s (1996) call for 

a greater appreciation of the way that organisations shape the environments, in which they 

operate. 

The dominant empirical method of qualitative analysis into key commercial players in this 

part of the world is that of a case study conducted exclusively within one country (e.g. Chua, 

2007; Dela Rama, 2011; Gan, 2010; Manikutty, 2000). But the research questions I pose 

require the empirical part of this project to compare and contrast associations with notably 

different attributes. For this reason, a comparative study of subjects in different countries is 

the most appropriate approach to answering the said questions. By offering a comparative 

study of business associations which operate in different countries (similar, e.g. to Sheldon, 

Nacamulli, Paoletti & Morgan, 2014), this thesis also presents a clearer picture of the roles 

that political and country-specific factors may play in their institutional development. 

Practical Contribution 

Right now, our lack of understanding about business associations may prompt researchers 

and policy makers to make erroneous assumptions about what these institutional bodies do 

and how they operate. The practical implication is most likely that policy makers who rely on 

these misguided assumptions will produce bad policies. The results could include but are not 

limited to: failure on the part of government to realise business associations’ potential to 

assist in delivering public goods; misunderstanding between government and sections of the 

business community on key issues; and mischaracterisation by the public of the role that 

business associations play in the commercial landscape. 
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On the other hand, a better understanding of the institutional attributes of, and roles played 

by, business interest associations in developing countries has the potential to inform us of:  

• what positive role they can play in the political and economic landscape of their host 

countries (e.g. Nugent & Sukiassyan, 2009); 

• how they can lead the private sector to support fledgling democratic institutions (e.g. 

see Nugent & Sukiassyan, 2009; CCD, 2011; World Bank, 2007, p.20); 

• what to watch out for and how to mitigate risks associated with their involvement in 

government-business relations (see Lucas, 1997; Sharfman, 1926);  

• how they can partner with non-profit non-government organisations (‘NGOs’) to aid 

economic development (CCD, 2011); and 

• potentially even, how damaging some of these associations can be to political and 

economic development in some circumstances (e.g. Hicks, 2012; Olson, 1965; 1982), 

and what can be done about their potential negative impacts.  

The findings of this dissertation offer insights that contribute to answering the above 

questions. In so doing, the study makes a practical contribution for public policy makers, 

political leaders, NGOs and other civil society organisations in developing economies, to 

whom the topic of business-government relations is of interest. 

Format of This Dissertation 

This dissertation begins with the present chapter, which: provides a background for the 

overall research project; outlines the format of the text; and defines key terms that are 

frequently used in subsequent chapters. While these terms can commonly be found in related 

academic literature, their interpretations often vary from one text to another. The next 

section clarifies how they are applied in this dissertation, without necessarily disputing 

alternative interpretations. 

Chapter Two: Literature Review and Research Questions provides a review of studies and 

academic discussions on business interest associations in developing countries. It also 

highlights where research on these associations sit in the context of a broader literature on 

political economic institutions and economic development. Moreover, it proffers justification 

for how the answer to the research questions contribute to existing knowledge on business 

associations in developing SPMEs. 

Chapter Three: Research Methodology outlines the research methods employed in the study, 

as well as the philosophical assumptions upon which the research is conducted. It details why 

a comparative variation case study (e.g. Flyvbjerg, 2006, p.253; Cohen & Crabtree, 2006; 

Palinkas, Horwitz, Green, Wisdom, Duan & Hoagwood, 2015) is the most appropriate 

approach to answering the research questions − and explains how I applied a modified 

‘temporal bracket’ strategy (Langley, 1999, pp.703-704; also Langley, Smallman, Tsoukas & 

van de Ven, 2013) to analyse empirical data arising from my field study. The chapter 

additionally incorporates a critique of my research design and acknowledges its limitations. 

Chapter Four: The Political Economies of Sri Lanka and Indonesia provides a backdrop for 

the empirical part of this study. It describes the environment in which Sri Lankan and 
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Indonesian business associations operate, and narrates important changes in the two 

countries’ political economic landscapes since the mid-20th Century. I open the chapter with 

a historical overview of the political landscapes of the two countries after independence from 

colonial rule in the aftermath of the Second World War. This is then followed by a comparative 

analysis of their political institutions and economic profiles in the present day. 

Chapter Five: Business Interest Associations in Sri Lanka presents and analyses empirical 

results from my field study in Sri Lanka. The substantive part of this chapter is broken up into 

three sections: 

1. The first, narrates the conception and initial development of business interest 

representation in Ceylon1 (later Sri Lanka). 

2. The second, discusses the institutional works2 (Lawrence & Suddaby, 2006) that take 

place within, between and by Sri Lanka’s business interest associations since their 

inceptions. It explores the internal dynamics of the sampled associations and how 

these impact on the institutional attributes of Sri Lanka’s major business associations 

over the course of their lifetimes. 

3. The third, is concerned with the attitudes of Sri Lanka’s major business associations 

today, with respect to political and economic inclusion − and how they have been 

impacted by their historical roots and changes in their institutional make-up over time. 

Chapter Six: Business Interest Associations in Indonesia presents and analyses empirical 

results from my field study in Indonesia. The substantive part of this chapter is broken up into 

three sections: 

1. The first, narrates the conception and initial development of business interest 

representation in the Dutch East Indies3 (later Indonesia). 

2. The second, discusses the institutional works that take place within, between and by 

Indonesia’s business interest associations since their inceptions. It explores the 

internal dynamics of the sampled associations and how these impact on the 

institutional attributes of Indonesia’s major business associations over the course of 

their lifetimes. 

3. The third, is concerned with the attitudes of Indonesia’s major business associations 

today with respect to political and economic inclusion − and how they have been 

impacted by their historical roots and changes in their institutional make-up over time. 

Chapter Seven: Discussion and Conclusion synthesises the analyses of the earlier chapters 

and directly compares the experiences of major peak business associations in Sri Lanka and 

Indonesia to answer the research questions posed at the beginning of the dissertation. This 

chapter also summarises the results of this study and re-emphasises the significance of its 

contribution to academic literature on business associations. Furthermore, I take the 

opportunity presented by this final chapter to recommend potentially fruitful areas of further 

                                                           
1 The name assigned to the island of Lanka by the British prior to independence (also known as Serendib, Seylan). 
2 Institutional work is defined as a “purposive action aimed at creating, maintaining and disrupting” institutions 

and institutional practices (Lawrence & Suddaby, 2006, p.218). 
3 The name assigned to the Indonesian archipelago by Western powers prior to independence. 
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research, which would advance our understanding of business interest associations that 

operate in developing economies. 

Definitions 

In this section, I define key terms and phrases that are frequently used throughout this 

dissertation. I also include a Glossary on pages vii to x, which defines and translates (where 

appropriate) specific Sri Lankan and Indonesian terms that are used and referred to in this 

text. 

Business Interest Association 

In this dissertation, the term ‘business association’, or ‘business interest association’, is 

defined as a formal and organised association of distinct commercial entities (e.g. Lucas, 1997; 

Nguyen, 2014; Nugent & Sukiassyan, 2009; Schmitter & Streeck, 1999). The broad term 

incorporates narrower types of organisations including ‘employer associations’ and ‘trade 

associations’. Employer associations are a specific type of business interest associations “that 

is devised to represent its members’ collective interest relating to the labour market and 

industrial relations” (Behrens & Traxler, 2004, p.3; also Traxler, 2004). Some associations are 

purely employer organisations, meaning that they specialise in representing the interests of 

their members in matters pertaining only to the labour market and industrial relations. An 

Australian example of such association is the Australian Federation of Employers and 

Industries (‘AFEI’). While the majority of Australia’s national business associations are also 

concerned with industrial relations, they are not purely employer representatives. 

Trade associations are also a special type of business interest associations. They represent the 

collective interest of a particular ‘trade’, i.e. industry or sector (per Perry, 2008; Hicks, 2004). 

Australian examples of such associations include the Australian Mines and Metals Association 

and the Master Builders Association. Trade associations are also known as ‘sectoral’ or 

‘industry’ associations (e.g. Bennet, 2000; Sheldon et al, 2014; You, 2016a; You & Barry, 2016). 

But the use of the term ‘trade association’ in academic literature is inconsistent. For instance, 

Sharfman (1926), and Behrens and Traxler (2004) use the term to describe business interest 

associations in general, whereas Perry (2008), Hicks (2004), and Lenox and Nash (2003) use 

the term to describe industry-specific (or in other word, sectoral) associations. For the 

purpose of this dissertation, the term ‘trade association’ carries the same meaning as an 

industry-specific or sectoral association. 

Another special type of business interest association is the ‘territorial’ or ‘regional’ 

association. These associations’ distinctive feature is that they “recruit [for members] within 

a defined geographical area, irrespective of industry composition” (Sheldon et al, 2014, 

p.163). Territorial associations operate at different levels. For instance, the Illawarra Business 

Chamber represents businesses in the coastal region of New South Wales (‘NSW’), 

immediately south of greater Sydney - around the city of Wollongong. It affiliates with the 

NSW Business Chamber, which represents members from all around the State of NSW. In 

turn, the NSW Business Chamber affiliates with the Australian Chamber of Commerce and 

Industry (‘ACCI’), which operates at the national level. Ultimately, the chamber movement is 

represented by the International Chamber of Commerce at the international level. National 
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business representative bodies are commonly termed ‘peak’ associations - and these are the 

organisations with which this thesis is mostly concerned. 

There is significant overlap between the different types of business association. For instance, 

the Hardware Association of NSW is both a ‘trade’ and ‘territorial’ association. But it is 

arguably not an ‘employer’ association because it outsources its industrial relations functions 

to the Australian Retailers Association (‘ARA’). The ARA is both an employer and trade 

association; but it can also be labelled a ‘territorial’ association because it recruits within a 

defined geographical area, namely the territories of the Commonwealth of Australia. For the 

purpose of this dissertation, however, the term ‘territorial’ or ‘regional’ association will not 

include national and international business associations (which is consistent with the way that 

the term is used by Sheldon et al., 2014 and other authors). 

The term ‘business interest associations’ incorporates all of the abovementioned forms of 

business representation. It does not, however, incorporate professional bodies like the 

Institute of Chartered Accountants in Australia, the Queensland Law Society and the Gold 

Coast Justices Association. Professional bodies such as these represent individual members 

of a profession, rather than business or commercial entities. Their ordinary members are 

human beings rather than incorporated bodies or other types of commercial establishments. 

But there are still overlaps between the two forms of representative bodies. The Pharmacy 

Guild, for example, is a professional body that represents Australian chemists. But it is also 

often treated as a business association that represents retail pharmacy stores (e.g. Barry & 

You, 2017). The same can be said of the Australian Medical Association, which is both a 

professional association of medical doctors and a business association that represents private 

practice clinics and private hospitals. 

Business Group or Conglomerate  

Adding to the complexity, is the popular use of the term ‘business groups’. Sometimes in the 

media, this term is used as yet another word to describe business interest associations (e.g. 

Moffatt, 2017; Oliver & Esposito, 2017). But in this thesis, I have chosen to distinguish 

business groups from business associations – and not use the term ‘business group’ and 

‘business associations’ / ‘business interest association’ interchangeably. I follow Khanna and 

Yafeh (2007), and Carney and Dieleman (2011) in defining a ‘business group’ as a group of 

legally separate firms that operate in one or more industries, but which are bound together 

by persistent ties such as equity holding and family bonds. In other words: a business group 

is a consolidated entity of multiple firms, or alternatively, a group of firms under the control 

of a family. An example of a business group in Australia is the Consolidated Press Holdings. 

Korean chaebols (재벌), like Samsung, and Japanese keiretsu (系列; e.g. Mitsui) and zaibatsu 

(財閥) are also business groups (per Gilpin, 2001; Jun & Sheldon, 2007). They are not business 

associations. 

The term ‘business conglomerate’ describes essentially the same thing as ‘business group’ 

(Chua, 2007; Montagu-Pollock, 1996), although the word ‘conglomerate’ implies that the 

individual entities that form a part of the group operate in different sectors (i.e. the holding 

entity has a diversified portfolio). Technically, these terms can be applied to any consolidated 
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group regardless of its size or the size of the firms within / under it. But for the purpose of this 

thesis and in accordance with how the terms are employed in political economic literature, I 

use the terms ‘business group’ and ‘business conglomerate’ to describe just those holding 

entities, which are very large and well-resourced, such as Sri Lanka’s John Keels and 

Indonesia’s Salim Group. 

Institution 

All of the abovementioned bodies are examples of formal, non-government, commercial 

‘institutions’. The use of the word ‘institution’ has varied considerably in academic literature 

over the years. I discuss this further in some detail in the next chapter of this thesis. For the 

purpose of this dissertation, the term is taken to encompass organisational actors like 

business associations and NGOs, as well as established practices like customary laws and 

universal adult suffrage. 

The State and the Economy 

Additional terms that are frequently used in this thesis relate to the notion of the state and 

the economy. The term ‘country’, in this dissertation, refers to a sovereign political entity − 

whereas ‘the state’ is here given a wider meaning which also encompasses various 

government apparatus within the said political entity. Throughout the dissertation, I use the 

terms ‘country’ and ‘nation’ interchangeably when I refer to a politically independent 

geographical jurisdiction. The uncapitalised expression ‘the state’ implies connection with the 

government that presides over the relevant jurisdiction. When capitalised, the term ‘State’ is 

used in this text to refer to a geopolitical region or territory that is considered a part of an 

organised federated political entity, which is united by one national government (e.g. the 

State of Queensland, the State of Victoria and the State of NSW).  

Country and nation are concepts that often overlap with the notion of, but not synonymous 

with, an ‘economy’. The word ‘economy’ assumes its ordinary meaning in this dissertation. 

Every family / household has an economy; likewise, every country has an economy. The size 

of a country’s economy equates to its Gross Domestic Product (‘GDP’). The phrase ‘developing 

economy’ or ‘emerging economy’, in this text, is applied to economies that are still relatively 

underdeveloped4 but in many instances are experiencing rapid development (i.e. compared 

to the economies of ‘developed’ nations like Australia, Germany and the United Kingdom 

‘UK’). Sri Lanka and Indonesia, as well as China, India and South Africa, are examples of 

countries with ‘developing’ economies. 

The subsequent chapter also makes reference to ‘transitioning’ economies − or economies ‘in 

transition’. For the purpose of this text, the expression is applied to market-based economies 

that are going through a period of industrialisation or rapid growth. The phrase, in this thesis, 

does not refer to economies that are transitioning from a centrally planned economic system 

towards a market-based system, in the way that it is used in some academic works by other 

scholars (e.g. Bliss & Garratt, 2002; Steensma, Tihanyi, Lyles & Dhanaraj, 2005).  

                                                           
4 In terms of its GDP per capita. 
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Other Terms 

Because of the multi-disciplinary nature of this research project, it is important to recognise 

that different academic disciplines often use the same word to describe completely different 

things. For instance, in finance and accounting, the term ‘equity’ refers to the value of 

ownership interest issued by a business entity. But in the field of human resources, the word 

refers to the quality of being fair and impartial. For the most part, the interpretations of such 

terms in this text are unambiguous and informed either by context or accompanying 

footnotes. 

But I would like to offer a blanket clarification with respect to technical terms employed in 

Chapter Three: Research Methodology, where some ambiguities may otherwise remain. The 

terminologies I use to describe my approach to the research question are adopted from the 

works of social science methodologists like Creswell (2013), Romani (2011), Clark (1998), and 

Guba and Lincoln (1994). While the terms we employ may be similar – or even identical at 

times – to those used in, say, international relations and legal scholarship, the way that they 

are interpreted very often differ considerably. For instance, ‘positivism’ in social science 

research refers to the notion that there is an objective truth that embodies predictive 

qualities - and that the role of the researcher is to uncover it (Clark, 1998; Guba & Lincoln, 

1994; Trochim, 2006). Legal positivism, on the other hand, is a rejection of the incorporation 

of lofty and universal moral values in law (Hutchinson & Duncan, 2012), which can be 

regarded as a Western equivalent to Chinese legalism, i.e. fajia (法家 per Glenn, 2010). 

The term ‘post-positivism’ in social science research is understood to be a slight deviation 

from positivist doctrines − not a wholesale rejection of the fundamental assumptions of 

positivism (Creswell, 2013; Phillips & Burbules, 2000). This is how the term is used in the the 

methods chapter of this thesis.  In international relations theory, however, ‘post-positivism’ 

is indeed analogous to the wholesale rejection of positivist doctrines (Burchill and Linklater, 

2009; Donelly, 2009). This is not how the term ‘post-positivism’ is used in this thesis. 

Conclusion 

This chapter presents an overview of the research project, outlines the structure of this 

dissertation, and defines terms and expressions frequently used in the text. It introduces the 

key motivation for this project, which is to investigate the formation of the political economic 

attributes of business interest associations in developing SPMEs. In particular, by conducting 

a comparative case study of business associations in Sri Lanka and Indonesia, its empirical 

study seeks to understand why and how some business associations do things that have the 

effect of broadening access to political and economic participation – and conversely, why and 

how other associations do just the opposite. In doing so, this research project presents an 

original contribution to our broader understanding of business interest associations in 

developing market economies. 
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Chapter Two 

Literature Review and Research Questions 

 

Introduction 

The interdisciplinary nature of this project necessitates a review of literature from a variety 

of academic fields including political science, political economy and organisational studies. 

Despite the diversity in the literature that inspires this thesis, however, it is firmly anchored 

under one broad theoretical framework, namely new institutionalism (per Nee, 2005; Peters, 

2000).5 Prominent new institutional political economists challenge the individualist narrative 

of the dominant neoclassical school of economics and its emphasis on addressing market 

failures as a blanket solution to economic under-development (also cf. Grossman & Stiglitz, 

1980; Stiglitz & Weiss, 1981). Instead, they suggest that the solution to under-development 

lies in the emergence of the ‘right’ institutions, which then in turn, create the necessary 

environment for the development of well-functioning markets (e.g. Acemoğlu, Johnson & 

Robinson, 2005; Acemoğlu & Robinson, 2012; Sen, 2014). 

Put simply, institutions that promote political and economic inclusion are critical to 

sustainable development in an economy overseen by a well-established and legitimate 

government (Acemoğlu & Robinson, 2012; Fukuyama, 2014). Institutions that work against 

political and economic inclusion, on the other hand, are detrimental to sustainable 

development. But not all institutions fall neatly within the ‘inclusive’ or ‘exclusive’ (i.e. elitist; 

‘extractive’ per Acemoğlu & Robinson, 2012; ‘exclusive’ per Carter, 2014) categories. Business 

interest associations, for one, can promote political and economic inclusion. But they can also 

be tools for rent-seeking interests, whose actions are detrimental to political and economic 

inclusion and development (Olson, 1965; 1982; cf. Unger & van Waarden, 1999). 

This chapter reviews competing literature on the nature of business associations and revisits 

the debate on whether they should be regarded as inclusive or otherwise. This is done in the 

context of a broader discussion on the roles that institutions play in a country’s political and 

economic landscape. The chapter begins with a brief account of the emergence of the 

institutionalist school of political economy, before discussing some of the institutionalist 

streams of research to which this thesis contributes. Specifically, I highlight areas where 

studies on business associations fit within the broader context of new institutionalist 

literature. Subsequently, I argue that studies on business interest associations are also 

important and interesting in their own right - although business associations have, 

unfortunately, received little attention in academic research (e.g. Barry & Wilkinson, 2011; 

Schmitter & Streeck, 1999; You, 2016a; You & Barry, 2016). My contribution, through this 

dissertation, seeks to address the issue.  

                                                           
5 which encompasses new institutional economics and normative organisational institutionalism. 
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The final section of this chapter discusses the research questions that drive the empirical part 

of this study, which revolve around the development of inclusive and non-inclusive (i.e. 

exclusive) attributes in business associations that operate in developing economies. The 

chapter concludes with a clear indication of the contribution, which my thesis makes, towards 

the institutionalist and broader political economy literature. 

The Battle of Ideas in Political Economy and the Emergence of Institutionalism  

Institutionalist political economy grew out of a resistance against the ascendency of the 

neoclassical school of economics, which rose to prominence in aftermath of the industrial 

revolution. Neoclassical scholarship reinvented the discipline of political economy, which at 

the time was dominated by classical philosophers6 like Adam Smith (1776), David Ricardo 

(1817), Thomas Malthus (1798), and Karl Marx (1867). A key contention between the classical 

and neoclassical schools is with respect to the validity of the labour theory of value (Stilwell, 

2002).7 Neoclassical scholars assert that value should be assessed based on market 

transactions, rather than cost of production; this contradicts the underlying assumptions of 

classical economists at the time. Additionally, neoclassicists reject the idea that a tradable 

item has both intrinsic and exchange values, which are determined independently of one 

another (Menger, 1871; Walras, 1874; see also Barber, 1967; Stilwell, 2002). 

Despite their objections to key tenets of the classical school, however, neoclassical 

economists retain most of the fundamental assumptions and analytical foundations of their 

predecessors. At the very centre of this, is making the individual the most basic unit of 

economic analysis.8 Furthermore, neoclassical economists assume that individuals behave 

rationally to maximise their material welfare on the basis of banal self-centredness and 

responsiveness to incentives. Rational decision-making in the absence of institutional 

hindrances, they argue, results in optimal equilibrium outcome. In this way, the neoclassical 

school echoes Smith’s (1776) acclamation of the ingenuity of the ‘invisible hand’ of the free 

market in providing the most efficient possible allocation of resources in society – thus 

promoting capital accumulation, growth and the perpetual improvement of material welfare. 

For polymaths in the neoclassical school, however, the classical notion of the ‘invisible hand’ 

is unsatisfactory. The hand needed to be seen to be believed – or at least be represented in a 

visible form. This motivated the importation of concepts from the physical sciences to 

                                                           
6 The classical school of political economy followed the emergence of capitalism as the dominant economic order 

in the late 18th century Europe and Britain, following the slow decline of the feudalism (Marx & Engels, 1848; 

Stilwell, 2002; Wood, 1999). 
7 According to this ‘classical’ theory, the intrinsic value of an exchangeable good is created by the amount of 

labour that goes into its creation and acquisition (Smith, 1776). If item A takes twice as long to make as item B, 

then the intrinsic value of item A is twice of the intrinsic value of item B. Market supply and demand may reflect 

the exchange, but not intrinsic, value of a good. 
8 This is not to say that classical and neoclassical economists do not analyse at a higher level. Indeed, a focus of 

Ricardo’s (1817) works is on international trade and comparative advantage, as are those of neoclassical 

international economists (see for example Deardorff, 1984; Golub & Hsieh, 2000; Romalis, 2004 and many 

others). But even at the international level, the assumptions remain that economic actors behave as a rational 

person would. That is, a country, just like a person, wants to maximise its consumption as it faces the issue of 

resource scarcity. It trades (or should trade) in the way that a rational person would, because after all, a country 

is assumed to be just as a collection of rational individuals. 



 

12 

 

calculate, graph, and model economic transactions and markets. This translated to the 

increasing reliance of the field of political economy (which by this time is commonly referred 

to as ‘economics’) on econometric modelling and statistics. Consequently, starting from the 

late 19th Century onwards, the discipline became closer to engineering, physics and 

mathematics and farther away from its historical roots in moral philosophy (Cross & Strachan, 

2001; Stilwell, 2002). 

 

 

But critics argue that human beings are indeed fundamentally shaped by, and inseparable 

from, their environments. They do not exist, operate and make decisions separately from 

elements of the environment, in which they live. As social creatures, their actions are not free 

and independent from external influences but shaped by the norms of the society, groups 

and institutions of which they are a part (Janis, 1974; Janis & Mann, 1977; Prentice & Miller, 

1993). By characterising each human player in an economy as a rational and self-serving 

individual, the neoclassical school allegedly fails to acknowledge these realities. 

Neoclassical scholars acknowledge that there are often discrepancies between their 

fundamental assumptions and the nature of reality – and this is not limited to their 

characterisation of individual economic participants. They argue, however, that their 

contribution should ultimately not be judged by how well their assumptions reflect reality – 

but rather, by the accuracy of predictions that their theories and models make (Friedman, 

1965). On the other hand, their critics argue that a theory’s predictive qualities are intricately 

Figure 1.1: A simplified diagrammatic representation of the development of the various schools of economic 

thoughts, as informed by Stilwell (2002, p.54; also Barber, 1967) and modified for the purpose of this thesis. 

Note: the term ‘neoclassical economics’ in this chapter incorporates the various orthodox schools of 

economics including monetarism and the neoclassical synthesis. 
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tied to the quality and completeness of its initial assumptions. If the initial, fundamental 

assumptions are wrong, then the resulting predictions must be misled or at least incomplete.  

One of the most vocal groups critical of the underpinning logics of neoclassical economic 

modelling is the institutional school. The institutional school of economics is related to the 

German historical school (per Figure 1.1: Schools of Economic Thoughts), which feature such 

figures as Karl Polanyi (1944), Joseph Schumpeter (1943), Max Weber (1930) and Bruno 

Hildebrand (1848). A shared belief of the historical and institutional schools is the notion that 

socio-economic development is inherently context-dependent and that the study of political 

economy (or economics) cannot detach itself from social contexts. In this way, both schools 

diametrically oppose the central tenets of neoclassical economics. 

Early Institutional and Evolutionary Political Economy 

Drawing inspiration from German historical economic scholars, American founders of the 

institutional school of political economy such as Thornstein Veblen (1898; 1899) and John 

Commons (1934) pioneered an iconoclastic9 movement against neoclassical economic 

doctrines, with an emphasis on “empirical observations of the real world rather than abstract 

theorising” (Stilwell, 2002; p.218; also per Hildebrand, 1848). Veblen (1899) argues that 

economic activities are driven more by social stratifications and institutions rather than 

individual utility maximisation. He rejects the characterisation of an economic actor as 

rational and simply self-serving, noting the significance of a person’s place and identity in 

society as a primary determinant of their behaviour (Groenewegen, Kerstholt, & Nagelkere, 

1995). 

Commons (1934), another prominent early institutionalist, provides an alternative 

interpretation of the relationship between institutions and individuals − or individual ‘actors’ 

operating within its constraints. To him, institutions are a way for society to deal with 

conflicts, create order and address issues associated with interdependencies between 

individuals and groups (Groenewegen, Kerstholt, & Nagelkere, 1995; Kaufman, 2007). In this 

way, he interprets the nature of institutions not as a driver of behaviour but as a man-made 

tool to create social order (Kaufman, 2007; cf. Veblen, 1898; 1899). Typical of an early 

institutionalist, Commons’ focus revolves around the formal institutions of the state and 

political actors (e.g. Commons, 1931). 

For all the criticisms hurled by institutionalists at the neoclassical school for adopting concepts 

from the physical sciences into political economy, however, it is interesting to note the 

significant influence that yet another branch of the natural sciences (i.e. biological evolution) 

has on the works of early institutional academics − particularly those of Veblen (1898). In 

defending their use of these scientific concepts, institutionalists argue that unlike the static 

and mechanistic constructs of physics, engineering and mathematics, an evolutionary 

approach recognises that economic systems and actors are constantly changing and adapting 

(Stilwell, 2002; Hodgson, 1997). Systems, institutions and actors do not come in neat, 

quantifiable and analytical compartments − rationally following a set of mathematical rules 

                                                           
9 Note the neoclassical school’s heavy use of equations and graphs. 
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independent of context. Rather, they are complex and dynamic, and interact with their 

environment, like living organisms (Fagerberg, 2003; Stilwell, 2002). Economic actors must 

continuously adapt to their environment in order to survive (Weik, 2014), just like an 

organism does (Darwin, 1859; Veblen, 1898; 1899); they do not operate like robots or 

computers.10 The reality is that their actions are heavily context dependent, unlike what 

neoclassical doctrines would have us believe. 

Proponents of the application of an evolutionary lens in economic analysis are not confined 

to just the institutionalist school. German historical scholar Joseph Schumpeter (1943),11 for 

example, applies the evolutionary theme to Marx’s (1867) dialectical materialism, highlighting 

the dynamic nature of economic development, the core of which is the theme of ‘creative 

destruction’, an ongoing process of demise, renewal, improvement and innovation (also 

Fagerberg, 2003).12 Yet another notable heterodox economist (this time a Post-Keynesian), 

John Kenneth Galbraith, also supports the evolutionary perspective. Galbraith believes that 

economic orthodoxy is fundamentally flawed because of the defects of its assumptions and 

its treatment of economic structures as stable and immutable – echoing a central argument 

of the institutionalist school and evolutionary economic perspectives (Dunn & Pressman, 

2005; Galbraith & Darity, 1994; Pressman, 2008). What unifies the broad range of early 

institutional, historical and the more amorphous ‘evolutionary economic’ thoughts, is their 

emphasis on the pervasive role of ideas and ideologies in shaping economic behaviour 

(Stilwell, 2002) – and at the heart of institutional analysis are the values, ideologies and 

behaviours of the social institutions of capital, labour and the state. 

New Institutionalism 

The period between the late 1930s and 1940s saw a decline in institutionalism’s and 

evolutionary political economy’s influence in both the academic circle and policy 

development (Barber, 1967; Fiorito, 1999; Rutherford, 2011). The reason has been a subject 

of some controversy, though a popular explanation revolves around the intensification of 

competition from the neoclassical school. The status, popularity and credibility of neoclassical 

economics at the time were strengthened by landmark studies like the advancement of 

econometric modelling (Fiorito, 1999) and contributions arising from an influx of 

mathematically oriented European scholars who fled Nazi Germany to work in well-resourced 

American universities (Fiorito, 1999; Leonard, 2012; Rutherford, 2011). 

Moreover, John Maynard Keynes’ (1936) ground-breaking ‘General Theory of Employment, 

Interest and Money’ created a new economic paradigm which became ubiquitous for the next 

three decades, providing additional intellectual competition for the institutionalist school (see 

Figure 1.1: Schools of Economic Thoughts). From then, the contest of economic ideas became 

                                                           
10 Or indeed the orthodox school’s depiction of a Homo economicus. 
11 ‘German’ refers to the origin of the historical school. Schumpeter was Austrian, which at the time was 

considered a part of Greater Germany (i.e. Großdeutsche; not the same as the Nazi-led Großgermanisches Reich). 

Austria, however, was not a part of the Prussian Empire. 
12 I am not suggesting that Schumpeter was a sympathiser to Marxists’ cause, here. Although he was convinced 

by Marx’s predictions, he lamented what he believed to be the inevitable fall of capitalism (Stilwell, 2002). Unlike 

Marx and Lenin, Schumpeter did not eagerly await the proletariat revolution, although he believed that it would 

happen at some point. 
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dominated by the Keynesian and neoclassical schools. The ultimate triumph of neoclassical 

economics in the 1970s, cemented its supremacy − and subsequently, further marginalised 

alternative ‘heterodox’ schools − up to the present day (Hopkins, 2012; SXlwell, 2002). 

Institutionalism experienced a period of revival in the late 1970s and early 1980s, however, 

under the leadership of such prominent sociologists as Meyer and Rowan (1977), DiMaggio 

and Powell (1983), and March and Olsen (1984). New institutionalism sets itself apart from 

its predecessors by having a wider scope and focus than just formal political and state bodies. 

It encompasses the autonomy of broad social actors and socio-cultural arrangements, and is 

careful to distance itself from the restricting dichotomy of viewing institutions as just a 

reflection of society or tool for individual purposes (March & Olsen, 1984; 1989). Where early 

institutionalism took the definition of an ‘institution’ for granted, its new incarnation sought 

to problematise the meaning of the term. 

Peters (2000) identifies four differing streams (or approaches) under the broad umbrella of 

new institutionalism.13 The first, normative institutionalism (March & Olsen, 1984; 1989; 

2005; DiMaggio & Powell, 1983), is centred on values and norms promoted by institutional 

actors in the economy. The second, labelled the rational choice approach, focuses on 

explaining the nature and behaviour of institutions “by [the] use of well-known basic 

economic theorizing: the utility maximixing individual placed in well specified environment 

produces efficient outcomes” (Groenwegen, Kerstholt & Nagelkere, 1995, p.470). Working 

within the neoclassical paradigm, this approach does not reject outright the notion of rational 

choice that was taken for granted by the neoclassical school, but rather emphasises the 

significance of context, thus giving rise to such concepts as bounded rationality, where both 

rational self-serving tendencies and social boundaries have an effect on individual behaviours 

(Coase, 1992; Kaufman, 2007; Voigt & Engerer, 2001). The third, historical institutionalism, is 

based on the notion of path dependency, whereby the inception of an institution is seen to 

have a persistent influence over its behaviour (Steinmo, Thelen & Longsreth, 1992; see 

Acemoğlu & Robinson, 2010; 2012). Finally, empirical institutionalism describes an approach 

that asks about what difference, if any, institutions make to the policies of political actors and 

the political stability of nation states (Peters, 2000; also see Weaver & Rockman, 1993; von 

Mettenheim, 1996). 

New institutionalist scholars today often combine these approaches to gain insights into 

modern day organisations, markets, economies, and political and economic institutions. They 

also try to address much of the criticism directed at early institutionalists, for example: that 

it merely presents a dissenting voice against the neoclassical school without making much 

positive and original contribution (Leonard, 2012). An example of how this is addressed is 

through working with and complementing neoclassical theories, and producing practical and 

relevant policy advice (Groenwegen, Kerstholt & Nagelkere, 1995; Kaufman, 2007; Voigt 

&Engerer, 2001). At the same time some new institutionalists, like Douglass North (1990), are 

attempting to bridge the divide between ‘new’ and ‘old’ institutionalism to anchor the school 

                                                           
13 cf. a parallel typology by Hall and Taylor (1996), which mirrors the first three of Peters’ approaches. 
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on a set of common foundations, based on a single overarching idea, namely that institutions 

matter. 

Varieties of Capitalism and Business Systems Theory 

One of the most significant new institutionalist contributions towards the study of capitalist 

economies in the new millennium was made by Hall and Soskice (2001) in ‘Varieties of 

Capitalism’ (‘VoC’). In that work, the authors combine predominantly the historical and 

rational choice approaches to distinguish liberal market economies (‘LMEs’) from coordinated 

market economies (‘CMEs’). The UK and Germany are used as exemplars of an LME and a CME 

respectively. 

The dominant business culture in LMEs, like those of most Anglo-Saxon countries, emphasises 

competitive inter-firm relationships and markets. Grounded in classical and neoclassical 

economic doctrines, and neo-liberal ideals espoused by the likes of Milton Friedman and 

Friedrich von Hayek (1944), the Anglo-American economic system shuns the concentration of 

corporate power and encourages competition in order to drive productivity and innovation 

(Albert, 1993). Policies of governments that oversee these economies place a significant 

emphasis on anti-trust laws, market deregulation and measures to promote competition 

(Albert, 1993; Gilpin, 2001). In such an adversarial environment, which emphasises conflicts 

between institutions, it is not surprising to also find a lack of policy coordination among 

business enterprises and strong business interest representation (Derber, 1984; Martin & 

Swank, 2008). 

On the other hand, the typical Western European economic system, such as that of Austria 

and Germany, is considered to be a CME, otherwise dubbed ‘Rhine capitalism’ (Albert, 1993). 

A distinguishing feature of a CME is a more significant level of deep and substantive inter-firm 

collaboration compared to those of LMEs – much of which is aided by business associations. 

CMEs foster closer collaboration between banks and businesses, and feature a greater degree 

of government involvement in the economy (Albert, 1993; Gilpin, 2001; Hall & Soskice, 2001). 

They nurture an environment conducive to strategic interactions among firms and other 

actors - and consequently, institutions like business interest associations, unions and banks, 

in these economies, tend to have considerable influence over business enterprises and 

commercial decision making (Silvia & Schröderer, 2007; van Voorden, 1984). Membership in 

a business association, for example, boosts a German firm’s credibility when dealing with a 

third party – like, when applying for a loan from a bank. It also provides an avenue for them 

to participate in tripartite discussions on national issues with the state and trade unions (Silvia 

& Schröderer, 2007; Martin & Swank, 2008). 

Criticisms against Varieties of Capitalism 

VoC enjoys widespread attention and prompts rich discussion on the way that institutions 

shape national systems of political economy. But its research programme has also been 

confronted by various strands of critique (Nölke & Claar, 2013; You, 2015). For a start, critics 

argue that the model presents a very static picture and therefore fails to capture the notion 

of institutional change, one of the crucial elements of institutionalist theories (e.g. Deeg & 

Jackson; Streeck & Thelen, 2005). Furthermore, the dualistic model proves to be inadequate 
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when it comes to capturing the colourful assortments of market systems throughout the 

globe (Dibben & Williams, 2012; Nölke & Claar, 2013; You, 2015). 

Institutional Change and Fluidity 

Wood, Deeg and Wilkinson (2014, p.37) suggest that the volatility of institutional 

arrangements in recent years poses a challenge to the seemingly static model presented by 

VoC. The first decade of the new millennium, they argue, witnessed “structural changes in 

global capitalism [toward neo-liberal ideals], and the aggressive promotion of radical 

liberalization”. In the midst of the spread and successes of liberal economic doctrines 

throughout the late 1990s and early 2000s, scholars began to question the viability of the 

CME model in an increasingly globalised and hyper-competitive world (Howell, 2003; Hall & 

Thelen, 2009; also see Friedman, 1999; Fukuyama, 1992). 

But then, the Global Financial Crisis (‘GFC’) hits. Over the years following the collapse of 

America’s largest financial institutions, the limitations of free market economics were 

exposed. Those left behind by the economic prosperity of the 1990s and early 2000s were hit 

the hardest by the economic downturn. As in Weimar Germany and towards the end of Tsarist 

Russia, demagogues took political advantage of the state of affairs and offered easy, populist-

oriented solutions while demonising the virtues of liberalism and global international order. 

Consequently, nationalism is back – in much of the world – and it is accompanied by 

protectionist trade policies, anti-globalisation rhetoric and far-right populist political forces 

that decry the hitherto dominant liberal political and economic order (Rachman, 2014; 2016; 

Ratnayake, 2009; Steinglass, 2016).  

Such volatility in institutional economic arrangements at the national and international level, 

over the last generation, points towards an inherent flaw in the static constructs offered by 

VoC. However, there are calls for a more nuanced perspective on the VoC model’s 

contributions to the field of political economy. While recognising the all-encompassing role 

played by globalisation in the context of an increasing political and economic integration and 

interdependence, and criticising the VoC model’s sharp and taxonomical approach to the 

different varieties of market and economic structures, Peck and Theodore (2007) uphold the 

satisfactoriness of VoC’s institutional, analytical approach.  

Hall and Thelen (2009) respond to the liberalisation thesis by highlighting that ‘liberalisation’ 

is, in actual fact, a multidimensional rather than a simple, linear process. Denmark, for 

example, may have made major cuts to unemployment benefits, thereby cutting down on 

state intervention in the labour market and signalling a move towards an LME model in the 

early 2000. But at the same time, it also strengthened tripartite discussions and the role of 

employee representative bodies in them. Referring to Germany, they point out the fact that 

liberal market reforms during Gerhard Schröder’s premiership occurred alongside significant 

advancement in the nation’s publicly funded vocational training – and increasingly 

progressive social policies. Yet another example: seniority-based pay has been a persistent 

feature of Japan’s capitalist model (Gilpin, 2001; Witt, 2014) despite the introduction of 

alternative institutional arrangements such as performance-based reward mechanisms. 
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Evidence shows that despite decades’ worth of liberalisation in various countries, a 

substantial gap remains between the institutions of CMEs and LMEs (Hall, 2007; Hall & 

Gingerich, 2004; Hall & Thelen, 2009). In consideration of both the contributions of VoC and 

its critics, Peck and Theodore (2007) introduce the term ‘Variegated Capitalism’ to describe 

modern market economic arrangements, with clusters of institutional complementarities and 

a degree of internal diversity – a concept related to the notion of bounded diversity (per 

Goergen, Brewster, Wood & Wilkinson, 2002; Jessop, 2012; Wood, Croucher, Brewster, 

Collings & Brookes, 2009). The message here is that VoC does have something to offer, but 

institutional fluidity and forces of change on economic arrangements must also be 

acknowledged.  

In the next section, I turn to the second major criticism of the VoC thesis, which is that it is 

inherently Eurocentric − and focuses almost exclusively on the advanced economies of the 

West. As a consequence, an expansion of the model to recognise other varieties of economic 

institutional arrangements is warranted. 

Expanding Varieties of Capitalism Literature: Business Systems Theory and Beyond 

Among the first to take on this challenge were Gilpin (2001) and Amable (2003), who 

distinguish East Asian market economies from European CMEs. Leveraging on an earlier work 

by Aoki (2000), Amable points to the significance of collectivist Asian values, the active 

participation of banks in management decision making and the prevalence of family-based 

business conglomerates as distinguishing feature of Japanese and South Korean capitalism. 

Gilpin applies the label ‘developmental capitalism’ to this economic model or institutional 

arrangement, noting that the coordination of large enterprises was an essential element of 

“catching up with the west” in post-World War Two East Asia. Additionally in Japan and South 

Korea, inter-firm cooperation, and collaboration between government and the private sector 

are traditionally seen as beneficial to the national economy (also see Kane & Patapan, 2002; 

Thurbon, 2016).14  

The inclusion of East Asian economies into the conversation revived the term ‘Business 

Systems Theory’ (e.g. see Witt & Redding, 2014) as an alternative to VoC. ‘Business Systems 

Theory’ was originally devised by Whitley (1992) to understand institutional 

interdependencies in East Asian economies (also see Kang, 2006). Today, though, the term is 

used to refer to a broader set of market economic systems, including those outside of East 

Asia (Martin, 2008; McCormick & Kimuyu, 2007). 

Despite its burgeoning scope, Dibben and Williams (2012) argue that VoC and Business 

Systems Theory literature still warrant further expansion. This is because they are largely 

preoccupied with formally regulated market economies while neglecting informal institutions 

and emerging markets. In any case, the formality of the Japanese and South Korean 

economies and the importance of inter-firm collaboration within them, in addition to the 

presence of corporatist elements in their systems (per Witt & Redding, 2013), indicate that 

they still fall within the broader CME umbrella as opposed to being representative cases of 

                                                           
14 cf. public misgivings regarding the role of chaebols in Park Geun-hye’s government, which is a relatively recent 

development. 



 

19 

 

emerging and developing markets. The same can be said of other post-VoC archetypes like 

the ‘Mediterranean market economies’ (Geffen & Kenyon, 2006) and ‘Scandinavian social 

democratic economies’. Developing an understanding of emerging and developing markets is 

important because most of the world’s workers are engaged in informal work (Dibben & 

Williams, 2012), which dominates the labour market in developing and underdeveloped 

economies (see Figure 1.2: Expanded Varieties of Capitalism). 

  

This is not to say that studies on emerging markets are absent from VoC and related literature. 

Indeed there are some significant contributions regarding these economies in the research 

stream. The ‘hierarchical market economies’ model (Schneider, 2009; Schneider & Soskice, 

2009), for instance, highlights the pervasiveness of rigid hierarchies in parts of the developing 

world, which contributes to stunting economic growth, low-skill traps and market exploitation 

(Nölke & Claar, 2013). Nölke and Vliegenthart (2009) develop the ‘dependent market 

economies’ model to describe Eastern Europe’s dependence on the foreign investments of 

multinational enterprises based in other countries following the fall of the Soviet Union. 

Dibben and Williams (2012) propose an integrated approach to understanding informally 

dominated market economies through a focus on informal institutions and practices. But this 

approach necessitates going beyond market economies and into the non-market territories 

of economies, in which the barter system and ancient tribal means of production persist (cf. 

the European Union’s list of non-market economies per Financial Times, 2016; Xinhua, 2016). 

In other words, such an expansion of the VoC programme into ‘varieties of economies’ would 

incorporate non-market systems previously and intentionally excluded from VoC literature. 

Figure 1.2: A diagrammatic representation of the varieties of capitalist market economies discussed under 

this heading with proposed country examples. Here, ‘Rhine capitalist’ CMEs are distinguished from their 

Mediterranean, East Asian and Scandinavian Social Democratic variants. 
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On the other hand, the notion of an SPME proposes a more restrained expansion to the VoC 

and Business Systems Theory literature for the purpose of understanding institutions in 

emerging and developing capitalist market economies (per Nölke & Claar, 2013; see Figure 

1.2: Expanded Varieties of Capitalism). Apart from the prevalence of the informal sector, a 

distinctive characteristic of an SPME is the close and informal cooperation between a 

legitimate state and the private sector, which is often based on personal relations and 

supported by common values and social background (Nölke & Claar, 2013). Such cooperation 

can and does occur through business interest associations as important intermediaries. This 

was the case in Indonesia under Soeharto’s Orde Baru (Hicks, 2004; 2012; MacIntyre, 1991) 

and South Korea in the immediate years after the Second World War (Jun & Sheldon, 2006; 

Kim, 2011; Lee, 2011; also Sheldon & Jun, 2007). 

The Role of Politics and Political Institutions in State Permeated Market Economies 

As evident in the cases of the East Asian tigers, an SPME can successfully evolve into a high-

income LME or CME by way of sustainable economic development. This is often pursued 

aggressively by its political leaders through state-driven measures in order to legitimise their 

rules in the absence of democratic institutions. For growth to be sustainable in the long-run, 

however, classical scholars like Smith and Mill emphasise the need for market-supporting 

institutions to be present, which promote free and unrestricted trade (Jones, 1981). In turn, 

new institutional political economists argue that such economic institutions, like private 

property rights and independent banks, are untenable without the support of inclusive 

political institutions (Acemoğlu, Johnson & Robinson, 2005; North, 1990; 1993). 

Democracy as a Pre-requisite for Sustainable Economic Growth 

There are opposing views, however, regarding the significance of the role played by 

institutions on economic development. Sangmpam (2007, p.201) argues that, while 

institutions no doubt play a role in creating and maintaining growth, “they are neither the 

explanation … nor the prescription for development problems”. Rather, the explanation and 

solution for development problems can be found in ‘society-rooted’ politics. In his view, 

liberal democracies foster a favourable environment for economic growth and social 

development, while oppressive states are only concerned with looking after the interests of 

their ruling elites (i.e. as opposed to the material welfare of the broader section of society; 

also per Fukuyama, 1992; 2014). Therefore, authoritarian rule is detrimental to growth and 

development, while liberalism and democracy are supportive of growth and development. 

But the idea that democratisation and liberalisation play a role in economic development has 

also received a great deal of attention in new institutionalist literature. For example, Business 

Systems theorists adopt Robinson’s (1999) characterisation of a ‘predatory state’ as a part of 

a broader taxonomy of Asian political economic systems (Carney & Witt, 2014). Carney and 

Witt associate the characteristics of a predatory state with Asia’s poorest economies like 

Vietnam and Laos. They distinguish ‘predatory’ governments from other types of 

governments15 by the dominance of elites in each state and their susceptibility to corruption. 

                                                           
15 Namely free-market-oriented states like Hong Kong, welfare states and developmental states. 
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Much has been written about the connection between democratic institutions and economic 

growth, and conversely between dictatorship and poor economic performance (e.g. Ellis & 

Fender, 2014; Olson, 1993; Sen, 2014). The rationale normally goes along the following line: 

a dictator, who rose to power in the absence of democratic institutions, does not have the 

incentive to make their subjects materially better off because doing this will take away 

resources that they could otherwise enjoy for themselves. There are few institutions designed 

to incentivise them to do otherwise in a dictatorship. A democratically elected leader, on the 

other hand, has the incentive to make their citizens materially better off because this will get 

them and their party/ies, or coalition, re-elected. Thus, economic retardation in authoritarian 

states happen by design and not due to market failure or ignorance (e.g. Acemoğlu & 

Robinson, 2006; 2012; Fukuyama, 2014), which is the orthodox view of neoclassical 

economists. 

There is an issue, however, with the broad and seemingly simplistic notion of: ‘democracy 

good, dictatorship bad’. For one, dictators are not a homogeneous species (Cheibub, Gandhi 

& Vreeland, 2010; Linz, 2000). They come in many shapes and sizes and have different 

interests, including those that may align with the interests of their subjects. Furthermore, 

numerous authoritarian states did experience high levels of growth. Examples include Hitler’s 

Germany, the Soviet Union in the period between Stalin and Brezhnev, Indonesia under 

Soeharto’s Orde Baru, and communist China since Deng Xiaoping. On the other hand, there 

are numerous poor democracies around the world. Olson (1993), Acemoğlu and Robinson 

(2006; 2012), and Acemoğlu, Johnson and Robinson (2005) propose that the explanation for 

growth under a dictatorship is found in the strength of the institutional foundation that makes 

up the dictator’s grip on political power. 

They distinguish a ‘secure autocrat’ (per Olson, 1993), whose attachment to their domain 

incentivises medium term investment that drives economic growth, from a ‘stationary 

bandit’, who does not expect to stay in power for a long time and is insecure about their 

position. Stationary bandits are more interested in extracting resources and raiding their 

countries, either in the realisation that their reign is short (per Olson, 1993) or to secure their 

elite political base (per Robinson, 1999). Once autocracy is securely established, however, 

Olson’s implication is that the engines of economic growth should gradually be assembled. 

His discourse on the democratisation of Britain appears to suggest that increasing prosperity 

in turn drives the emergence of democratic institutions – proposing that the relationship 

between political institutions and economic development can go both ways.  

The idea that prosperity leads to democratisation has been favoured by some scholars since 

before the turn of the century (e.g. Lipset, 1959) and also finds much support in contemporary 

literature (e.g. Benhabib, Corvalan & Spiegel, 2011; Moral-Benito & Bartolucci, 2012). But 

what Sangmpam, and Acemoğlu and Robinson (also Acemoğlu, Naidu, Restrepo & Robinson, 

2014) argue is that the causality runs the other way around. Democracy needs to come first! 

According to this argument it is not inconceivable that a secure authoritarian regime may 

promote some level of economic growth; but this is only up to a point and cannot be 

sustainable. Its corrupt activities must cause this growth to plateau (Acemoğlu & Robinson, 

2012; Elis & Fender, 2014). Political stability under a secure autocrat, like those found in many 
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SPMEs today, does provide a better environment for economic production than a period of 

instability that is characterised by power struggles between military and political actors − 

however democratic it may be. But the resulting growth is not sustainable (Acemoğlu & 

Robinson, 2012; Elis & Fender, 2014). This narrative provides a plausible explanation for the 

growth experience by Germany following political stabilisation under the Third Reich after the 

chaos of the Weimar government. It also serves to explain the economic stability achieved in 

Russia following the Bolsheviks’ victory in the October Revolution. In Indonesia, order became 

established under Soeharto’s Orde Baru, which ended political wrangling and a period of 

internal instability under Soekarno’s administration. The same could be said about China after 

the early 1980s, which experienced a period of peace, stability and economic growth 

subsequent to Deng Xiaoping’s consolidation of political authority as paramount leader 

(Dillon, 2012; Vogel, 2011; Zhang & You, 2016).16 

Now, according to Acemoğlu and Robinson (2006; 2012), although income growth is evident 

in the abovementioned countries, it is unsustainable in the long run in the absence of 

continuous exogenous inputs like natural resources.17 In other words, unless there is a 

political transition towards inclusion, liberalisation and democratisation, economic growth 

must stop at some point or at least slow down considerably. This is because sustainable 

development must be accompanied, if not driven, by creative destruction (see Schumpeter, 

1943) – and creative destruction necessitates inclusive political institutions and pluralism in 

key policy-making bodies (Acemoğlu and Robinson, 2006; 2012; Acemoğlu et al., 2014). In 

their absence, elite powerholders’ resistance to creative destruction will overcome progress. 

In short, creative destruction, and therefore sustainable economic growth, can never be 

achieved in the absence of democracy (Acemoğlu et al., 2014). 

Distinguishing Inclusion from Democracy as a Pre-requisite for Sustainable Economic Growth 

While I accept the premise that sustainable economic growth must arise from regime stability 

and an environment conducive to creative destruction, I argue that the link between creative 

destruction and inclusion and democratic governance is presumptuous (see You, 2016b). The 

literal meaning of ‘democracy’ simply refers to a rule by the populace (Greenberg & Page, 

2006; Maddox, 2005; Schumpeter, 1943). The necessarily broad interpretation of this term 

encompasses any type of government supported by the majority of voting citizens. The types 

of majority tyranny and illiberal democracies described by Zakaria (2004) and Brandt (2004) 

must necessarily be included because, after all, they are not any less ‘ruled by the populace’ 

than a country under a presidential or Westminster form of democracy. By this logic, Hitler’s 

(1925) proposed ‘German democracy’, in which privileged citizens elect a supreme leader, 

whose power is unrestrained by parliamentary hindrances, must also meet the criterion. 

The literal interpretation of democracy does not imply pluralism and liberalism, which bring 

to prominence the rights of the individual and contributes to political inclusion (Gray, 1988; 

Hobhouse, 1911; Kane, 2008; Rawls, 1972). Liberalism is the antithesis, not of autocracy or 

                                                           
16 Like Stalin, Deng did not actually formalise his position (cf. current Chinese President Xi Jinping). 
17 It is interesting to note, here, that after three decades, China’s economic growth is yet to plateau. It is showing 

signs of slow down, although this is arguably the result of a transition from an export-led to domestic-driven 

growth. 
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dictatorship, but of communitarianism (Taylor, 1979). Liberal ideals involve limiting the 

powers of the government to protect the interests of individuals (Kane, 2008; Mill, 1910; 

Maddox, 2005). Private property rights, for instance, arise from liberal ideals rather than 

democratic institutions per se (Laski, 1962; Locke, 1965) – and liberal ideals also open the 

door to pluralist politics, a concept very often awkwardly and erroneously associated with 

democracy (Heywood, 2004; Maddox, 2005; You, 2016b). 

This political ‘pluralism’ or ‘inclusion’ is the critical element of growth and development that 

new institutional political economists like Acemoğlu et al. (2014) and North (1990; 1993) 

often associate with ‘democracy’. The reason is that, one would instinctively think, pluralism 

cannot flourish in the context of an autocratic rule. But I argue that pluralism or political 

inclusion and democracy are not one and the same (You, 2015; 2016b). They are, of course, 

not mutually exclusive - and any quantitative study that attempts to distinguish the two must 

remedy for multicollinearity by looking into individual subsets of their democracy 

index/indices. Indeed, democracy index measures can approximate levels of political inclusion 

(or even economic inclusion, depending on the index/indices chosen) to a degree. But it is 

important to note that they are not identical constructs.  

Pluralism and political inclusion support the market by: lobbying governments to build 

infrastructure that assists commercial transactions (Doner & Schneider, 2000;); providing 

mechanisms to ensure that innovation is not hindered by political and economic elites 

(Acemoğlu & Robinson, 2012); developing mechanisms to support and protect private 

property rights (Acemoğlu & Robinson, 2012; Larrain Aylwin & Prüfer, 2014), and proffering 

means by which people can make credible commitments as the underlying foundation of 

contracts and financial markets (Coote, 1988; North, 1993). Free and fair elections are not an 

inherent requirement for these to occur. Substantive and sustainable economic growth 

simply requires, and is driven by, institutions that promote political pluralism and inclusion - 

namely those that distribute “power broadly in society and subject it to [pluralist] constraints” 

(Acemoğlu & Robinson, 2012, p.80). Free and fair elections, while helpful, are not inherently 

necessary. 

Also, assuming that political legitimacy is not in question, as is the case in SPMEs,18 political 

pluralism and inclusion give rise to institutions that “allow and encourage participation by the 

great mass of people in economic activities that make best use of their talents and skills and 

that enable individuals to make the choices they wish” (p.74). This, in turn, promotes the type 

of growth that can elevate an SPME into the ranks of the first world. Again, this can occur with 

− or indeed without − free and fair elecXons. Li (2013), and Bell and Li (2012) suggest that 

communist China, today, fits the description of a country in which inclusion and pluralism 

flourish in the absence of traditional democratic institutions. They point towards China’s 

apparently egalitarian and meritocratic political system and exemplary corruption perception 

rating (i.e. at no. 100, along with Algeria and Suriname − below Gabon, Liberia and Egypt; per 

                                                           
18 The role of political legitimacy as a pre-requisite for economic growth is previously discussed and will not be 

further elaborated here as the focus of this dissertation is on SPMEs, where political legitimacy is taken as given. 
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Transparency International, 2014) as evidence that Chinese citizens enjoy broad access to 

political and economic participation. 

While the use of China as an example of an inclusive non-democracy is obviously ridiculous, 

Bell and Li’s depiction of an inclusive, meritocratic and incorruptible non-democracy does fit 

the politics of Singapore (see You, 2016b). Singapore is one of the least corrupt nations in the 

world, ranked above the Netherlands, Luxembourg, Canada and Australia by Transparency 

International’s (2014) Corruption Perception Index. Meritocracy is genuinely championed in 

its public service. Its rate of home ownership is consistently around 90% (cf. just below 70% 

in Australia; per Power, 2017; Trading Economics, 2017a; 2017b), which is an indicator of its 

citizen’s broad access to economic participation. While democratic institutions are severely 

curtailed, Singapore’s People Action Party19 is a very broad-based political machine (Chin, 

2008; McCarthy, 2008) and “[p]arty governance relies on a meritocratic system that leaves 

little room for patrimonial practices” (You, 2016b, p.330; Sun & Chen, 2013; also see 

McCarthy, 2008). This goes to show that political and economic inclusion, the driver of 

sustainable economic growth, can take place in the absence of fully functioning democratic 

institutions. Conversely, even a vibrant democracy like India can experience sub-optimal long-

term economic development in the presence of corruption and other institutions that 

constrain rather than enable broad political and economic participation (Bertrand, Djankov, 

Hanna & Mullainathan, 2007). 

Other Views on Key Pre-requisites for Sustainable Economic Growth 

As touched upon earlier, classical and neoclassical economists readily point towards market 

failure and imperfections, rather than sub-optimal insitutional arrangements as being the 

primary explanations for underdevelopment in the third world. Their focus tends to be fixed 

on the mechanics of incentives on economic actors (North, 1990; 1993). Give the ‘right’ 

incentives to economic actors, and they will reach efficient levels  of production, saving and 

consumption; which in turn, improves economic welfare. Give the ‘wrong’ incentives and 

development will be sub-optimal. The right incentive mechanisms can increase agricultural 

output (McMillan, Whalley & Zhu, 1989), drive the growth of entrepreneurial successes 

(Greenhouse, 1990), and eventually give rise to long-term economic growth in developing 

countries. The ‘wrong’ kind of incentives, like sharecropping under peasant agriculture, 

inhibits efficient production and therefore stunts economic growth (Marshall, 1890; Smith, 

1776). This explanation is not incompatible with that presented by new institutionalists 

(Coase, 1992; Kaufman, 2007; 2011); but new institutionalists argue that incentive 

mechanisms are actually an outcome of economic institutions, of which political power and 

institutions are a indeed function. 

Other scholars instead point towards culture and religion as a key explanatory variable for 

growth and development, noting that different cultures and religious faiths generate different 

values, attitudes and beliefs about how people should behave (e.g. see Greif, 1994; Spenkuch, 

2010). Weber (1930) was a prominent advocate of this notion. He associated the growth of 

                                                           
19 The only political party in Singapore to ever govern the nation and the only one likely to govern in the 

foreseeable future. 
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capitalism, and consequently industrialisation in Western Europe, with the success of 

Protestant proselytisation; because apparently Protestantism, and its work ethic, advocates 

hard work and thrift – unlike Catholicism and Hinduism, both of which are supposedly 

incompatible with capitalism and sustainable economic growth (Weber, 1930; 1958). Véliz 

(1994) appears to lend support for this idea by asserting that Catholic Latin America may be 

poor in comparison to North America because of its religion and Iberian culture (cf. the largely 

Protestant, Anglo-Saxon culture that dominates the richer north). But the Protestant ethics 

argument fails to explain the economic divergence between countries that have similar 

religious beliefs, e.g. between Catholic European nations like France and Latin America. 

Recent literature suggests that the various ways, in which Asian economies developed may 

also have been influenced by their cultural idiosyncracies (Redding, Bond & Witt, 2012). For 

example, it is not difficult to imagine how Confucianist emphasis on family relations may have 

contributed to the development of large, family-owned conglomerates in East Asia. But this 

explanation, as of much of the broader cultural hypothesis, seems to have over-generalised 

the matter. If strong family values are positively related to the development of family-owned 

conglomerates in East Asia, then we should also be seeing very large family-owned 

conglomerate structures dominating South European and Latin American economies. But we 

simply do not. 

Another significant weakness of the cultural hypothesis is that it tends to see culture as fixed 

and enduring, thus ignoring the constant flux that is a common characteristic of societies. 

Furthermore, the cultural explanation assumes that members of the same ‘culture’ are 

homogeneous. Consequently it struggles to provide insight into divergence under the same 

cultural umbrella. The Confucian long-term orientation of Chinese collectivist ideals 

(Hofstede, 1980; Bond & Hofstede, 1990), for example, provides little explanation as to how 

and why Hong Kong and Singapore both developed into high income economies of different 

kinds, one fostering a free market and the other guided by the state (Carney, 2014); while 

mainland China and Vietnam remain low income economies under a communist one-party 

political system. The conclusion must be that culture plays at most a partial role, if any, in 

determining the growth trajectories of developing economies. 

Another influential alternative to the said institutionalist framework for explicating growth 

and development, is one centred on geography (Diamond, 1997; Sacs, 2001). According to 

this line of reasoning, geographical location and resource availability20 are primarily 

responsible for determining a nation’s path to economic development. This body of work 

incorporates the ‘Resource Curse’ (see Ross, 2014) and ‘Tropical Underdevelopment’ (Sacs, 

2001) theories, which suggest that some countries are simply at an economic disadvantage 

as a result of resource abundance (particularly fossil fuel) or being located in a hot, sweaty, 

tropical climate. Both of these assertions are falsified by numerous case studies, which point 

to prosperous nations in the tropics, such as Singapore, and those which are ‘cursed’ by fossil 

fuel like Norway and Australia (e.g. see Acemoğlu & Robinson, 2012; Akylbekova, 2015). 

                                                           
20 i.e. the more natural resources a country has access to, the poorer it will be. 
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The demarcation of the Korean peninsula presents a natural experiment to test the 

robustness of all the aforementioned explanatory models for economic development − and 

under-development (Acemoğlu & Robinson, 2005; 2012). In the case of the two Koreas, both 

share similar geography, resource availabilities and, initially, identical culture.21 Both their 

economies fit into the category of SPME at the end of the Korean War; their GDPs per capita, 

at the time, were also very similar. Indicators of their economic welfare began to diverge, 

however, in the late 1970s and early 1980s, which coincides with the development of inclusive 

institutions in the South and the demise of its military dictatorship. As inclusive political and 

economic institutions matured in the South, so did elitist, exclusive and repressive institutions 

dominate the North. Consequently, the North became a failed state while the South 

prospered. 

South Korea was able to transform its economy from an SPME into a ‘developmental 

capitalist’ CME (see Figure 1.2: Expanded Varieties of Capitalism) because of the presence of 

inclusive institutions that foster an environment conducive to broad political and economic 

participation. They operate in the midst of a strong and relatively centralised state, whose 

legitimacy was establisehd in the years following the Second World War and backed by the 

US government (Kim, 2007; Savada & Shaw, 1997). Moreover these inclusive institutions, 

including the trade union movement and civil rights groups that arose following the demise 

of Park Chung-hee’s military dictatorship, made possible a process that sits at the centre of 

substantive and sustainable economic growth, namely creative destruction (Acemoğlu & 

Robinson, 2012; Kim, 2011; per Schumpeter, 1943). 

Creative destruction, used in this context, implies that powerful elites must be subject to 

constraints imposed by pluralist interests (Acemoğlu & Robinson, 2012); but at the same time, 

their power should be sufficiently centralised,  unequivocal and legitimate. In South Korea, 

unions and business interest groups emerged among other institutions to make up a vast 

array of pluralist interests (Kim, 2007; Jun & Sheldon, 2006; Jung & Kim, 2009; Lee, 2011), 

while democratisation and the watchful eyes of the US anchored state legitimacy. It is this 

combination of institutional factors that transformed South Korea from an SPME into the 

‘developmental capitalist’ variant of a CME and a high-income economy. It is the same 

mechanism that took Singapore and Taiwan along a similar path, and turned Hong Kong, 

which adopted Britain’s inclusive institutions during its colonial period, into a first world LME. 

Preferences for certain types of market structure/s, and philosophical views on the role of the 

state in the market, evidently do not play a critical role in determining sustainable economic 

development. The South Korean, Singaporean and Taiwanese economies developed with 

heavy government involvement, while Hong Kong developed with very little. All succeeded in 

achieving material prosperity, since the end of the Second World War, comparable to LMEs 

and CMEs in the West. The common element that is essential in the phenomenal growth of 

these East Asian tigers, that transitioned them from SPMEs and placed them in the ranks of 

the first world, is political inclusion and pluralism, which led to economic inclusion and create 

                                                           
21 It is also worthwhile to note, here, that the Korean peninsula happens to house one of if not the most 

homogenous cultures on the planet, with limited variations across its geographical landscape (cf. say, Russia, 

Turkey and countries in South Asia such as India, Pakistan, Sri Lanka and Indonesia). 
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an environment conducive to creative destruction − the driver of sustainable economic 

growth. 

Business Interest Associations and Political Economic Inclusion 

Inclusive, pluralist politics is supportive of creative destruction because it imposes a limit on 

the powers of societal elites. It creates a countervailing force against the individual interests 

of political leaders and prompts them to continuously improve the welfare of their 

represented subjects - and act in the interest of a broader section of society. In the pre-

industrial era in Europe, the countervailing powers to that of the established elites at the top 

echelon of society (i.e. the royal family) generally consisted of the nobility, which checked and 

balanced the powers of the crown (Acemoğlu & Robinson, 2012). The post-industrial world 

brings forth other actors that contribute towards pluralising the political landscape. As 

touched upon earlier, examples include civil rights groups (Chand, 1997; Kamrava & Mora, 

1998; Sharp, 2012),22 ideologically-based opposition parties (Jung & Kim, 2009),23 NGOs 

(Chand, 1997; Ferguson, 2013), community organisations (Ferguson, 2013), the clergy and 

many others (Kamrava & Mora, 1998). Ferguson (2013) claims that these organisations are 

critical to not just inclusive politics and political pluralism, but also the overall health of the 

economy (consistent with Acemoğlu & Robinson, 2012).  

Special interest groups, like business lobbies, can also be important catalysts for positive 

change. The support of industrialists has been key in a large number of major political 

movements. However, political science and political economy literature generally treat them 

with a great deal of caution if not outright cynicism (e.g. Olson, 1965). 

Business Interest Associations as Non-inclusive Institutions 

A collective body of businesses can be a powerful force for political reform because it 

represents the owners of the means of production in society (Lucas, 1997; Nölke & Claar, 

2013; Önis & Türem, 2001). A quick glance at the history of today’s mature democracies, 

however, shows that this power has not always been used to promote a pluralist and inclusive 

agenda. Radcliff (2007) and Riley (2010) highlight the historical role played by groups of 

businesses in fascist regimes throughout Europe in the 20th Century. The support of 

businessmen contributed significantly to the longevity of Franco’s regime in Spain and the 

rise of fascism in Italy, Germany and Romania. 

The association between businesses and far-right authoritarian movements in the early days 

of 20th Century Europe were prompted by fear of the spread of communism across the 

continent (Radcliff, 2007; Riley, 2010; Valiente, 2012). But it appears that the relationship 

persisted beyond the defeat of the radical left. Over time, economic support provided by 

groups of businessmen financed the establishment of ultra-nationalist, military backed 

regimes that successfully rose to power – not only in Europe, but also in Latin America, East 

                                                           
22 The actions of civil rights groups helped to bring down Hosni Mubarak in Egypt and contributed towards raising 

awareness and subsequent freeing of Aung San Suu Kyi in Myanmar. 
23 i.e. like those that helped to bring genuine democracy to South Korea. 
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Asia and elsewhere around the globe, including Indonesia (e.g. Fukuoka, 2013; Jun & Sheldon, 

2006; Savada & Shaw, 1997). 

The continuation of the relationship between business groups and military autocracies has 

been criticised for promoting corruption and creating ‘crony capitalisms’, which are hostile to 

inclusive economic institutions, and therefore inclusive and sustainable economic 

development. Fogel (2006) goes as far as to claim that family-owned business groups in 

emerging states are indeed a “cause [of] … economic and institutional underdevelopment” 

(Khanna & Yafeh, 2007, p.348). An empirical study by Khanna and Yafeh (2007) in various 

SPMEs, including pre-World War Two Japan and South Korea prior to democratisation, 

suggests a possible reason for this. They found substantial evidence that family-owned 

“business groups in emerging markets are very often … formed with government support” 

(p.352), which translates to: the creation of a monopoly market; protection from foreign 

competition against the interest of the public; the provision of preferential credits; and the 

undermining of attempts to establish meritocracy in public administration (consistent with 

Carney & Dieleman’s, 2011 characterisation of business-government relations in Indonesia). 

Rather than fostering inclusion, business-government transactions in this context have the 

effect of restricting access to political and economic participation.  

The advent of political pluralisation and the introduction of inclusive political economic 

institutions, on the other hand, place significant pressure on business groups (Khana & Rivkin, 

2001; Khana & Yafeh, 2007). The fall of South Korea’s military dictatorship, for example, 

forced its chaebols to pursue alternative strategies to survive as they could no longer rely on 

government contracts and concessions to secure their cashflow. For instance, LG diversified 

its portfolio while Daewoo and Samsung expanded overseas (Khana & Yafeh, 2007). Where 

political pluralisation proves to be a lengthy and uncertain affair, however, as was the case in 

Indonesia, business elites are known to exploit the circumstances to their advantage and even 

attempt to reverse progress. 

Hicks’ (2012) case study of business associations’ activities in Indonesia, in the immediate 

years after the fall of Soeharto, reveals that after the collapse of Orde Baru, Indonesia’s peak 

business interest association, Kamar Dagang dan Industri Indonesia24 (‘Kadin Indonesia’ 

otherwise simply ‘Kadin’) became preoccupied with bending the law to secure in-flow of cash 

and government contracts to its prominent members. In the nation’s most recent presidential 

election, prominent conglomerates and figures connected with Kadin lent support to 

presidential candidate and former Soeharto son-in-law, Prabowo Subianto, a former general 

with an appalling human rights record who intended to establish a quasi-fascist regime 

reminiscent of the Soeharto era (per BBC, 2014; Bland, 2013; Fabi & Kapoor, 2014; Jong & 

Widhiarto, 2014).25 Considering the orthodox wisdom that business conglomerates and 

associations are by nature rent-seeking institutions, unconcerned with the public good (per 

Olson, 1965; 1982), the actions outlined above should not come as a surprise. After all, 

business establishments, by design, are responsible for looking after only the interests of their 

                                                           
24 Indonesian Chamber of Commerce and Industry. 
25 Subianto was head of the special forces in the Indonesian army, but was sacked in 1998 amidst allegations of 

unlawfully kidnapping and shooting student demonstrators in the preceding year (Priest, 1998). 
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shareholders – and nobody else (Friedman, 1970). Commercial entities are not incentivised, 

nor are they equipped, to do anything other than maximise profit for their current 

shareholders (Friedman, 1970; Hayek, 1969; cf. e.g. Carroll, 1999; CCD, 2011; Fombrum, 1997; 

also see Davis, 1973).  

Powerful and resourceful elites, who control large business establishments, have the most to 

lose from creative destruction that comes as a result of political and economic inclusion. 

Incidentally, they are also the ones who are most likely to act as institutional entrepreneurs 

(DiMaggio, 1988)26 that initiate the formation of business lobby groups (see Battilana, Leca & 

Boxenbaum, 2009; Garud, Jain & Kumaraswamy, 2002; Greenwood, Suddaby & Hinings, 2002; 

Misangyi, Weaver & Elms, 2008; Pache & Santos, 2013). They do so in order to exercise ‘power 

through organisation’ (Fleming & Spicer, 2014, p.246), whereby the association body 

“becomes a vehicle or agent to further [the] political interests and goals” of these elites – 

whether it be through coercion, manipulation, or domination.  

The adverse consequences of the growth of powerful business interests to political inclusion 

does not manifest just in developing countries – or those in the midst of crisis. Galbraith 

(1972) argues that any society that is heavily reliant on advanced technology is also likely to 

be vulnerable to the prospects of domination by large corporate interests. This is because the 

economic welfare of such societies is dependent on the presence of, and investment by, 

powerful commercial organisations – in a way that is similar to a market economy’s 

dependence on ‘golden hordes’ of investors to maintain economic welfare (per Friedman, 

1999). The aforesaid organisations in advanced economies (per Stilwell, 2002, pp.230-231): 

need to make long-term, large-scale commitments of capital because the capital 

goods embodying the complex technologies are so expensive; and the commitment 

of funds to research and development adds further to the cost … Committing capital 

to the purchase of equipment based on a particular technology is a risky business … 

The competitive market place is too unstable, too focused on the short-term, for a 

technologically sophisticated economic system requiring long-term large-scale 

commitment of capital. 

For this reason, corporate interests seek to minimise competition and control government 

agendas in the country, in which they invest and operate. In other words, they seek to partner 

with (or rather, capture) the government in what is to effectively become a ‘planned’ 

economy, featuring big firms as the planners and drivers of public policy (Galbraith, 1972), 

who “are so wealthy and powerful that they can buy our elected officials, the regulators who 

serve us, and the media that is supposed to keep us informed” (Perkins, 2015, p.262; also see 

Barley, 2007). 

But if large conglomerate businesses and their associations work against economic and 

political inclusion to support cronyism and elitism, which are detrimental to sustainable 

growth, then their anti-inclusive nature warrants marginalisation for the sake of societal 

                                                           
26 Institutional entrepreneurs are “actors who leverage resources to create new or transform existing institutions 

… [These actors] can be organizations or groups of organizations … or individuals or groups of individuals” 

(Battilana, Leca & Boxenbaum, 2009, p.68; also per Hardy & Maguire, 2008; Zietsma & McKnight, 2008). 
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welfare. This appears, however, to be an oversimplification of the nature of large businesses 

and their collective bodies. For a start, the presence of large business groups in Japan and 

South Korea did not prevent these countries from experiencing sustainable economic growth 

or having inclusive political landscapes. Although, as I mentioned, Daewoo and Samsung – 

and LG too, for that matter − expanded overseas a]er South Korea became a democracy, they 

remained firmly based within their home country. Chaebols and Keiretsu, and their Western 

counterparts like Westfarmers, Microsoft and Virgin, arguably contribute to economic 

prosperity in their home countries, providing there are mechanisms that control against the 

risk of undue influence on political elites. So there needs to be more nuance in the discussion. 

Dela Rama’s (2011) ethnography on key Filipino business conglomerates reveal a more 

complex relationship between business groups and government bodies than what is 

suggested by the planning system thesis – at least in the context of an SPME. One of the main 

reasons behind the unscrupulous behaviours of businesses and business groups in the 

Philippines, it finds, is that there is “severe distrust in public institutions” (p.515). This distrust 

fosters a culture where honesty and ethical behaviours become disadvantageous, perhaps 

even lethal, to the survival of a business enterprise. This suggests that businesses in SPMEs 

perhaps rent-seek because of poor quality state institutions rather than the other way 

around. In other words, we cannot assume that there is simply a one way causal relationship 

between the quality of state institutions and rent-seeking activities by businesses.  

This supports Khanna and Yafeh’s (2007) assertion that informal ties between members of a 

business group (e.g. family relationships), and their informal activities, at times serve as a 

substitute for weak legal framework that regulates business behaviour. These informal ties, 

however, along with corrupt and rent-seeking practices, in turn undermines corporate 

governance, which repels investments and market confidence (Dela Rama, 2011). Low 

business and investor confidence, the presence of state-sponsored monopolies, rampant 

corruption and political uncertainties, all contribute towards creating a toxic environment for 

sustainable economic growth. This is a manifestation of what Acemoğlu and Robinson (2012) 

refer to as a ‘vicious circle’ − at a more micro level – and according to this narrative, business 

interest groups are a significant part of that circle. 

Business Interest Associations as Inclusive Institutions 

It cannot be fair, however, to necessarily attribute all of the negative traits of business group 

lobbying to business associations. Much of the criticism against business lobbies in the 

preceding part of this section is more applicable to conglomerate groups than business 

associations. Yes, business associations deserve some of the criticisms levelled at the role of 

business lobbies in politics (e.g. Hicks, 2012). But not those which specifically relate to 

conglomerate groups and members of the economic elites (e.g. Dela Rama, 2011; Khanna & 

Yafeh, 2007). We must be aware that the logics, structures and operations of these two types 

of business institution differ significantly, which means that they operate and behave 

differently as well. 

Where business groups are known to be financially connected to political parties, for instance, 

business associations rarely, if ever, finance political parties and campaigns – or, unlike trade 
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unions worldwide, have deep and historical connections to political parties (with notable 

exceptions, e.g. Hicks, 2012; Jun & Sheldon, 2006; cf. Faisal, 2013a). Moreover, while 

governments frequently engage in actions to court large, resourceful and influential 

conglomerates (e.g. Perkins, 2016), there is no incentive to curry favours with business 

interest associations which are, at the end of the day, not-for-profit organisations that all too 

frequently struggle to even keep themselves financially viable (Bell, 1994; You, 2016a). To 

keep the powers of business conglomerates in check, Western LMEs have the tendency to 

utilise corporate governance and anti-trust laws to pressure very large, publicly traded 

business groups to pursue equity diversification. An equivalent measure to limit the powers 

of business interest associations, even very large ones, is both unnecessary and nonsensical. 

The point is that business interest associations are different from conglomerate groups; 

consequently, they lobby for different things and often have different agendas. 

Members of business interest associations cannot necessarily be assumed to be elites, who 

have much to lose from political pluralisation and economic inclusion. Indeed, they are often 

made up of predominantly small to medium sized enterprises (‘SMEs’) rather than large 

businesses and conglomerates (Sharfman, 1926; see also Barry & You, 2017). Their interests 

vary considerably, and researchers frequently find that business interest associations 

themselves disagree on what the broader ‘business community’ wants. When it comes to 

contentious matters like industry protection, the application of a tax on goods sold online, 

collective bargaining structures and the regulation of trading hours, even associations in the 

same industry cannot agree (e.g. see Bowden, 1999; Sheldon, Paoletti & Nacamulli, 2009; You 

& Barry, 2016). Even businesses that form a part of a single association often have competing 

opinions and interests (e.g. Mortimer, Bain & Bond, 2004; You, 2016a; You & Barry, 2016). 

In this way, and in a sense, business interest associations epitomise political pluralisation in a 

single organisation – arguably similar to the way that some trade unions evidently do (per Yu, 

2013). When studying an American manufacturing union, Yu (2013) discovered the presence 

of multiple logics that drive institutional works occurring within the organisation; namely the 

process of creating, changing and maintaining institutional practices. She asserts that the 

organisation’s collective behaviours and attributes ultimately come down to the political 

actions of actors that operate within it (also per Pache & Santos, 2010). This also appears to 

be the case in business interest associations (e.g. Mortimer, Bain & Bond, 2004; You, 2016a; 

You & Barry, 2016).  

As for the dynamics of the relationship between multiple logics within a single organisation, 

Besharov and Smith (2014) suggest that these are determined by two key factors: the degree 

of compatibility between them and the degree of centrality of the core organisational logic/s 

(in other words, whether one logic is, or multiple logics are, core to the organisation27). Based 

on these two variables, the relationship can be characterised by ‘contestation’ among 

somewhat equally powerful but competing logics, ‘domination’ of the organisation by a 

core/dominant logic, ‘estrangement’ of peripheral logics by a core logic or the ‘alignment’ of 

values among various but similar logics (Besharov & Smith, 2014; see also Reay & Hinnings, 

2009; Yu, 2013; 2015; Deeds & Pattillo, 2015). In a business interest association, what we have 

                                                           
27 The rest being peripheral. 
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also seen is that incompatibility between logics may additionally result in a split, and 

subsequently, the formation of another collective group (You & Barry, 2016) – something that 

contributes further to the plurality of voices in the broader political and economic landscape. 

But even if there is minimal conflict between members of the business community, pluralist 

scholars have long argued that if the vast bulk of societal actors participate in collective 

organisations, like industry groups and chambers of commerce, “in which they can subscribe 

a strong measure of loyalty, then by so much will [any] ‘totalist’ claims of the state diminish” 

(Maddox, 2005, p.21). In other words, collective associations can act as check and balance 

measures on members of the elite establishment, as well as a mechanism to amplify the 

voices of the citizenry (Maddox, 2005; Nicholls, 1974). Collective groups like business interest 

associations and other civil society organisations can become a countervailing power against 

the capture of national agenda by political elites that dominate state functions (e.g. Doner, 

Schneider & Wilson, 1998). In so doing, these collective bodies serve to preserve, if not 

advance, pluralist politics that benefit the broader society. 

However, Doner and Schneider (2000) argue that in order for business interest associations 

in an SPME to engage in activities that have a positive impact on their political and economic 

landscape, they must fulfil a demanding list of criteria, namely that: 

• Their secretariat functions28 are well organised and well-staffed; 

• They enjoy high membership density; 

• They are subject to pressure and regulations from the government; 

• Their secretariat functions offer effective internal means of mediating conflicting 

interests among members; and 

• They operate in a competitive market. 

The positive contributions of these associations are twofold. First, they support the market 

by doing things like: promoting private property rights; lobbying for infrastructure 

development; and demanding cleaner bureaucracies (also per Larrain Aylwin & Prüfer, 2014). 

By contributing to these developments, they open up the door to broader economic 

participation. Second, they complement the market by engaging in various “activities ranging 

from reducing inflation, to setting standards for agricultural exports, promoting training, and 

reconciling differences between upstream and downstream parts of the value chains” (Doner 

& Schneider, 2000, p.278). Behrens and Traxler (2004) suggest that by taking on these 

functions, business interest associations also produce public goods that enhance their host 

country’s economic performance. 

Subsequent empirical study by Nugent and Sukiassyan (2009) lends support to the overall 

debate in favour of business associations by arguing that the activities of these associations 

                                                           
28 i.e. professionals engaged directly by an association as an entity, to manage its day-to-day operations and 

receive instructions from members. Secretariat staff are usually employees of the association, though this is not 

always the case (e.g. many support staff in Apindo). The highest-ranking member of the secretariat of an 

association is usually given the title Chief Executive, Secretary General or Executive Director. They report to the 

management committee (or council or board), which consists of elected members or individuals representing 

elected members or individuals nominated by elected members of the association. 
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may constitute a more transparent alternative to informal and corrupt transactions. Their 

survey finds that association members are less likely to engage in tax avoidance and paying 

bribes than businesses which are not association members because the former could get from 

their associations what they would otherwise have gotten by corrupt means. Although the 

study does not shed light on the actual behaviours of business associations themselves, the 

combination of Nugent and Sukiassyan’s study, and Doner and Schneider’s (2000), 

demonstrate that business interest associations can be a force for good – at least in 

developing countries (Larrain Aylwin & Prüfer, 2014). 

The issue with this notion is the fact that the pre-requisites, outlined by Doner and Schneider 

(2000), for business associations to behave in a positive manner, are broad and exceedingly 

difficult to achieve. High membership density, for example, would likely be very difficult for a 

business association in an SPME to attain because a lot of commercial transactions and 

institutions in these economies are informal. Business associations are formal entities that 

can only register, as members, formal commercial establishments. These associations cannot 

admit as members informal merchandise distributors and informal service providers29 

because doing so would make their membership list unverifiable; meaning that their 

representative mandate then becomes questionable. Indeed, it is difficult even for a well-

established association in a developed economy to fulfil the criteria set by Doner and 

Schneider (see Bell, 1994; Sheldon & Thornthwaite, 2004). It is much more challenging yet for 

an association in an SPME. So if the associations, which are well-endowed by a resourceful 

and organised secretariat, produce considerable public good, what then of the majority of 

associations which operate in SPMEs? 

Goldsmith (2002) and Nguyen (2014a; 2014b) suggest that even associations that operate in 

an environment of scarcity can, and do, make considerable positive impacts on political and 

economic inclusion – and in turn, sustainable economic development. Goldsmith’s (2002) 

study of business interest associations in Sub-Saharan Africa suggests that collective business 

representative organisations “make a useful contribution to public policy debates [there], and 

government officials seem potentially receptive to this information” (p.48). In doing so, they 

act as a platform for enterprising individuals and emerging firms to make their voices heard. 

Additionally, in places where markets are under-developed and support infrastructures are 

inadequate, business associations are known to step in to encourage self-regulation, mediate 

disputes, assist business transactions and perform other activities that support the 

functioning of a market, thus broadening economic participation (Goldsmith, 2002; Mair & 

Marti, 2009). 

Nguyen’s (2014a; 2014b) research into the Vietnam Association of Small and Medium 

Enterprises (‘VINASME’) documents how a business association can work together with 

government authorities to advance economic development and political openness in a state-

permeated economy. Nguyen (2014a, p.345) argues that VINASME not only plays a pivotal 

role in Vietnam’s pursuit of economic modernisation, but also serves to amplify the voices of 

entrepreneurs and small businesses, who “have been largely marginalised in mainstream 

                                                           
29 I use these terms to differentiate informal ‘businesses’ (e.g. street hawkers and stall-holders in developing 

countries) from formal commercial establishments, i.e. registered firms. 
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decision making”. VINASME is only able to do this, however, because it is headed by influential 

figures close to Hanoi’s ruling elites. While its management committee is elected directly by 

association members, top positions normally go to business leaders who are well-connected 

to members of the political establishment. Nonetheless, Nguyen argues that the association 

still presents “a new mode of political participation [by private actors]” (p.334). In this way, it 

supposedly contributes to broadening political and economic participation in the country.   

But this conclusion, as in much of her findings, are heavily context dependent and rather 

optimistic in outlook. For instance, it assumes that the interests of association leaders reflect 

the interests of their broader constituents. When the interest of well-connected elites at the 

top of an association like VINASME clashes with the interest of the rest of its membership, it 

is foreseeable that the latter will be repressed in favour of the former. Given the prominent 

role played by social elites in VINASME, it is worth considering the institutional constraints 

that may mitigate the risk of less resourceful members being dominated by the associations’ 

more resourceful leaders. In the absence of these institutional constraints there is 

considerable risk that VINASME, and associations like it, will simply become tools of rent-

seeking actors (cf. Kadin per Hicks, 2012; see Olson, 1965; 1982). 

Moreover, it is also important to remember that Nguyen’s (2014a; 2014b) and Goldsmith’s 

(2002) studies were conducted in countries where capitalism and markets are rudimentary. 

These markets are more appropriately described as ‘embryonic’ (Goldsmith, 2002, p.49) than 

‘state-permeated’. The nature of any market supporting activities performed by business 

associations in these economies, then, is naturally different from those that would need to 

be performed in SPMEs (such as most of the countries sampled by Doner & Schneider, 2000), 

which are the focus of the present text. Larrain Aylwin and Prüfer (2014) argue that while the 

presence of a business interest association in an embryonic market is likely to have positive 

results, as state institutions mature, their character and attributes must inevitably change. 

According to their narrative, as markets and state institutions develop, business interest 

associations operating in that economy will start to engage in clientelistic transactions with 

political elites and seek to raid public treasury to enrich their dominant members. 

Larrain Aylwin and Prüfer (2014) address a key limitation in the debate regarding the 

institutional attributes, and impacts, of business interest associations by proposing that the 

logic and nature of association activities are not immutable. Indeed, these associations can 

have both positive and negative impacts on political and economic inclusion – and, in turn, 

sustainable economic development. Önis and Türem (2001) arrived at a similar conclusion, 

though the focus of their research and variables of interest are slightly different. Their study 

into the political views of peak Turkish business interest association likewise reveals that 

associations are not, simply, just either inclusive or otherwise. But contrary to Larrain Aylwin 

and Prüfer’s assertion that associations which operate in similar economic landscapes will 

develop similar attributes, Önis and Türem suggest that association attitudes toward political 

inclusion depend on their key constituents and the environment in which these constituents 

operate. The two studies I mentioned in this paragraph are significant because they offer 

some nuance to the debate regarding the nature of business interest associations in SPMEs 

by pointing out that these institutions can be both inclusive and elitist in nature (in other 
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words, non-inclusive or ‘extractive’ per Acemoğlu & Robinson, 2012; ‘exclusive’ per Carter, 

2014). This insight provides the stepping point for the empirical part of this thesis, which looks 

specifically at why and how business interest associations, in SPMEs, develop inclusive and 

non-inclusive (exclusive or elitist) attributes. 

Research Questions 

The research questions at the centre of this dissertation are as follows: 

1. Why do some business interest associations in SPMEs do things that have the effect 

of broadening access to political and economic participation? 

a. How specifically do these associations broaden access to political and 

economic participation? 

2. Why do other business interest associations in SPMEs, conversely, do things that have 

the effect of constraining access to political and economic participation? 

a. How specifically do these associations constrain access to political and 

economic participation? 

Comparing Business Interest Associations in Sri Lanka and Indonesia 

To answer the above questions, I conducted a comparative variation case study (Cohen & 

Crabtree, 2006; Flyvbjerg, 2006; Palinkas et al, 2015; also Patton, 2002; Druckman, 2005) of 

peak business associations in two developing SPMEs, namely Sri Lanka and Indonesia.30 The 

two countries share uncanny similarities in terms of their histories, social institutions, 

economic experiences, geographical locations and political landscapes. But the major peak 

business interest associations that operate within them have very different attributes. Past 

research found business associations in Sri Lanka to have positive effects on broadening 

access to political and economic participation (Moore & Hamalai, 1993). Their attributes seem 

comparable to those of Doner and Schneider’s (2000) ideal archetype of an association which 

contributes positively to its environment. 

Indonesia’s business associations, on the other hand, were found to be predatory rent-

seekers (Hicks, 2012; also see Hartono, 2011). Hicks’ (2012) study of Indonesia’s peak national 

business association (i.e. Kadin) and its affiliates attempted to draw parallels between the 

country’s chamber movement and inclusive civil society organisations; but her attempt was 

disappointed by her empirical findings, which is that: in contrast to her initial expectations, 

Kadin and its affiliates are, in fact, not like inclusive civil society organisations. Indeed they 

“mainly operated as classic Olsoninan ‘rent-seeking’ bodies” (p.5) than Doner and Schneider’s 

(2000) ideal archetype of an inclusive association.31  

Such contrast between Indonesia’s and Sri Lanka’s business interest associations is interesting 

and worth investigating, given the similarities of the political and economic environments, in 

                                                           
30 For more on my research methodology, see Chapter Three: Research Methodology. 
31 To a degree, Hicks’ findings are also consistent with Moore’s (1993) assertion that business associations in 

developing countries tend to be more concerned with the welfare of their secretariat staff and organisational 

survival than the interests of their constituents (cf. contradictory evidence in the developed world, e.g. 

Thornthwaite & Sheldon, 2012; also see You, 2016a; You & Barry, 2016). 



 

36 

 

which they operate (see Chapter Four: The Political Economies of Sri Lanka and Indonesia 

for further details). This is the focus of my investigation in the empirical part of this thesis. 

The empirical study, which spans the fifth and sixth chapters of this dissertation, seeks to 

understand how and why business interest associations in Sri Lanka and Indonesia develop 

such different attributes given their similar environments. To help explain the development 

of these attributes and the experiences of the relevant associations, my empirical study looks 

into the histories, guiding principles, structures and privileges of these associations through 

the lens of ‘institutional logics’ (Thornton & Ocasio, 2008). 

Theoretical Lens 

Institutional logics are “the socially constructed historical patterns of material practices, 

assumptions, values, beliefs, and rules by which individual [actors] produce and reproduce 

their material subsistence, organize time and space, and provide meaning to their social 

reality” (Thornton & Ocasio, 2008, p.101). In other words, they are the drivers of individual 

and organisational behaviour. The institutional logics perspective emphasises the 

heterogeneous nature of institutional environments and is distinguishable from the 

conventional framework of normative new institutionalism, which places greater emphasis 

on institutional isomorphism (Greenwood, Raynard, Kodeih, Micelotta & Lounsbury, 2011; 

Kraatz & Block, 2008; Yu, 2015, p.464). 

Institutional logics theory has, in the past, successfully been used to understand the 

behaviours and internal dynamics of collective associations like sport clubs (Gammelsaeter, 

2010) and trade unions (Yu, 2013). It helps to show how competing logics can create change 

and institutionalise new practices within a professional group from the bottom up (e.g. Dunn 

& Jones, 2010; Lounsbury, 2007; also see Reay & Hinnings, 2009). It also suggests ways, in 

which leaders of an organisation can respond to issues associated with multiple logics (in 

other words institutional pluralism), in a top-down fashion, through the use of structures and 

strategies including by way of: resistance and elimination, mediation, 

compartmentalisation,32 and detachment (e.g. Greenwood et al, 2011; Kraatz & Block, 2008; 

Pache & Santos, 2010; Yu, 2015). All of these contributions offer valuable insights into how 

collective organisations can develop their identities, behave and, in turn, affect the 

environments in which they operate. 

My empirical study seeks to utilise insights from institutional logics literature to explain and 

advance our understanding of the activities, and identities, of business interest associations 

in Sri Lanka and Indonesia – which, in effect, informs us about the behaviours of business 

interest associations in SPMEs more generally. Specifically, my empirical study seeks to 

answer the question of how and why business interest associations in Sri Lanka do things that 

have the effect of broadening access to political and economic participation, and how and 

why those in Indonesia do just the opposite. This is done through analysing differences and 

similarities between business interest associations in the two countries, particularly with 

respect to: 

                                                           
32 Which is associated with the notion of decoupling (Greenwood et al, 2011). 
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• Their historical origins, and initial developments; 

• The interactions between various logics and interests that influence their behaviours 

and institutional make-up over the course of their lifetimes; and 

• How, ultimately, their historical origins and the interactions between the various 

logics within these associations shape their current views on political and economic 

inclusion. 

Summary 

In summary, the empirical part of this study seeks to understand why and how some business 

interest associations in SPMEs, like those in Sri Lanka (per Moore & Hamalai, 1993), do things 

that have the effect of broadening political and economic participation – and conversely why 

and how others, like Kadin in Indonesia (per Hicks, 2012), do just the opposite. The answer to 

these questions contribute to research on business interest associations in SPMEs by building 

on previous studies by Hicks (2012), Doner and Schneider (2000), and Önis and Türem (2001) 

to develop a better understanding on how proponents of pluralist and inclusive politics may 

be able to make use of relationships with business interest associations to achieve inclusive 

political reforms. It also contributes towards the VoC literature (Hall & Soskice, 2001; Nölke 

& Claar, 2013), where there is still some uncertainty with respect to the roles of business 

associations in the evolution of an economic system from one that is dominated by the 

informal sector, like an SPME, to another that is dominated by the formal sector, such as an 

LME or a CME in its various guises.  

The method that I use to research the answer to the above questions is that of a comparative, 

variation case study of associations in Sri Lanka and Indonesia, which are known to exhibit 

inclusive and non-inclusive attributes respectively (more on this in the next chapter). The 

study looks into key similarities and differences between Sri Lankan and Indonesian 

associations with respect to: their initial developments; the interactions between institutional 

logics within them; and the impacts of their initial developments and the various logics within 

them on their political and economic attributes. The use of institutional logics theory to 

understand the behaviours and attributes of the selected business associations follows the 

lead of scholars like Yu (2013) and Gammelsaeter (2010), who took a similar approach to 

understanding other collective not-for-profit organisations, which like business associations, 

paradoxically operate in commercial landscapes. By enriching our understanding of the 

institutional works performed by these unique and interesting organisations, and key actors 

within them, my study contributes to the broader field of organisational studies and macro-

organisational behaviour (Stern & Barley, 1996). 

Finally, this study also contributes to a body of literature dedicated to understanding business 

interest associations, as organisations, in their own right. Business associations are interesting 

institutions, but research on them is limited, especially when compared to other collective 

associations like trade unions and political parties (Barry & Wilkinson, 2011a; Schmitter & 

Streeck, 1999; You & Barry, 2017). This is especially true of business interest associations in 

developing countries. So, in addition to all of the aforementioned contributions, and similar 

to the contributions made by Nguyen (2015a; 2014b), Hicks (2012) and Goldsmith (2002), this 

study also informs us of the roles that business associations play in a developing political and 
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economic landscape. From here, we move onto the next chapter, which provides additional 

details on the research methodology used in the study. 
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Chapter Three 

Research Methodology 

Outline 

This chapter proffers an overview of the research methodology employed in the empirical 

part of this dissertation, as well as the philosophical assumptions that underpin the project. 

My chosen methodological approach, which is driven by the research questions, is that of a 

qualitative, comparative, variation case study (Cohen & Crabtree, 2006; Flyvbjerg, 2006; also 

Druckman, 2005; Palinkas et al, 2015; Patton, 2002). The objects of the case study are major 

peak umbrella business interest associations in Sri Lanka and Indonesia.  

A qualitative case study is well suited for contributing to a nascent field of research that calls 

for theory development (Edmonson & McManus, 2007; cf. Flyvbjerg, 2016). The attributes 

and behaviours of business associations, especially those operating in the developing world, 

are indeed under-represented in academic literature (per Barry & Wilkinson, 2011a; 

Schmitter & Streeck, 1999; You & Barry, 2016). The field, therefore, is in need of empirical 

studies that contribute towards a more in-depth understanding of these interesting, yet 

underappreciated, institutions (Barry & Wilkinson, 2011a). 

In the study, I applied a modified version of a ‘temporal bracket’ strategy (Langley, 1999, 

pp.703-704) to assist with analysing textual and interview data, collected over the course of 

my field research in Sri Lanka and Indonesia. Temporal ‘bracketing’ helped with the 

organisation of the data into three phases, which correspond to the phases of business 

association development, namely: conception, institutionalisation, and recent development. 

Subsequent thematic analysis of the said data in each phase allowed me to investigate 

differences and similarities between business interest associations in the two countries. 

I begin this chapter by highlighting the philosophical foundation of the empirical study. This 

is followed by a more substantive description of the research methods employed for the 

purpose of answering the research questions laid out in the preceding chapter. The 

subsequent section presents a critique of the overall research methodology, and justification 

for the validity and appropriateness of my approach to answering the research questions. 

Finally, I conclude with an acknowledgement of the key limitations in the empirical study.  

Philosophical Framework 

Empirical research is founded on a set of paradigmatic assumptions, namely: ontology, 

epistemology, axiology and methodology (per Creswell, 2013; also see Denzin & Lincoln, 

2011; Heron & Reason, 1997). Ontological assumptions are the fundamental beliefs regarding 

the nature of reality. Epistemological assumptions define what counts as knowledge with 

respect to that reality (Creswell, 2013; Higgs, 2001). Epistemology is also concerned with how 

such knowledge is to be acquired and therefore serves to guide the crafting of an empirical 

research project. 
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Ontological and Epistemological Assumptions 

Ontological and epistemological assumptions in humanities and social science research are 

commonly categorised into three broad paradigmatic classifications: positivism, 

interpretivism and criticalism (with slight variations − see Creswell, 2013; Denzin & Lincoln, 

2011; Guba & Lincoln, 1994; Hesse-Biber & Leavy, 2011; Romani, 2011; Rosman & Rallis, 

2016). While research methodologists commonly present these major paradigms in a 

taxonomical manner, distinct from one another (e.g. Creswell, 2013), I argue that it is 

appropriate to place them in a single continuum as I have in Figure 3.1:  Social Science 

Research Paradigms.33 The two key variables which distinguish the said paradigms in this 

model are: (1) the role of the researcher in the acquisition of knowledge; and (2) the way in 

which insights into reality are accessible. 

 

 

In this research project, my approach consists of elements of both positivist and interpretivist 

paradigms. On the one hand, the purpose of the study is to investigate objective phenomena 

rather than construct a subjective reality or highlight suppressed logics (cf. e.g. Deeds & 

Pattillo, 2015). Specifically, the focus of my empirical research is to understand the objective 

reasons behind the development of inclusive and non-inclusive (alt. ‘elitist’, ‘extractive’ or 

‘exclusive’) institutional attributes in business associations. The emphasis is on the factor, or 

set of factors, behind such development – not on a wide range of individual perceptions and 

interpretations of what these factors are. This is consistent with realist and materialist 

ontologies,34 which are part and parcel of a positivist paradigm (Cohen & Crabtree, 2006; 

Lawson & Garrod, 2003). 

But on the other hand, key concepts explored in this research, such as ‘dominant logics’, 

‘political inclusion’ and ‘elitism’, are socially constructed. While they are based on a 

commonly accepted set of criteria, they are not matters that can be separated from human 

experience. In addition, perception and subjective understanding do play a role in my study – 

though it is predominantly interested in the perceptions and subjective understandings of 

                                                           
33 A similar approach, with some variation, was taken by Morgan & Smircich (1980). 
34 Not to be confused with parallel assumptions in other streams of political science (e.g. ‘realism’ in international 

relations, which specifically refers to a belief in the lack of institutional order at the international level and an 

emphasis on ‘states’ as key units of analysis). 

Figure 3.1: A diagrammatic representation of ontological and epistemological research paradigms in 

humanities and social sciences. 
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dominant actors, who drive organisational actions and institutional development. 

Nonetheless, the act of capturing logics in this study is done through pattern-induction (per 

Reay & jones, 2016), which is inherently interpretivist. Moreover, I diverge from a 

fundamental assumption of classical positivism which posits that everything that exists must 

necessarily be observable and measurable – and conversely, anything that cannot be 

quantitatively measured must, necessarily, not exist (Clark, 1998; Trochim, 2006). 

Overall, my philosophical approach vis-à-vis this research project is consistent with that which 

Creswell (2013) and Phillips and Burbules (2000) label ‘post-positivism’ (also Denzin & Lincoln, 

2011; Guba & Lincoln, 1994). But it can just as easily be argued that interpretivist ‘social 

constructionism’, or indeed ‘pragmatism’ (per Szmigin & Foxall, 2000), is a more appropriate 

label. At the end of the day, the label is not really that important (see Szmigin & Foxall, 2000; 

Weber, 2004). My approach consists of elements of both positivist and interpretivist 

paradigms – and comprehending the philosophical framework, which guides this empirical 

study, is more important to appreciating its contributions than affixing a single label on it.  

Axiological Assumption 

Axiology in social science research is concerned with ‘what is valuable and important’ in 

empirical inquiry (Creswell, 2013). Classical positivism places much emphasis on objectivity, 

while critical theory values championing oppressed voices. Axiology is also concerned with 

the role of the researcher’s individual biases. With respect to the present inquiry: while 

researcher subjectivity adds no value to this project, the subjective ideas and values of senior 

decision-makers and organisational members within each association do contribute to the 

materially observable actions and behaviours of their association. By this logic, understanding 

certain participants’ subjectivity does adds value to the research. So, in contrast to a strictly 

materialist (i.e. positivist) approach to empirical inquiry, this study does have a place for 

subjectivity and reflexivity on the part of key participants. 

Methodology 

The methodology adopted in this study falls under the broad umbrella of qualitative inquiry 

and is dubbed a comparative case study. Comparative case study involves investigating 

patterns and differences across multiple cases (Druckman, 2005; Kelly, 1999). Each case 

investigates a phenomenon (or phenomena) within its real-life context (Stake, 1995; Yin, 

2009). A case study approach is appropriate to answer the research questions for two main 

reasons. The first is that ‘how’ and ‘why’ questions, pertaining to business interest groups and 

associations, require complex responses for which qualitative case inquiry is well-suited 

(Creswell, 2013; Edmonson & McManus, 2007; Kelly, 1999; Stake, 1995; Yin, 2009). This point 

is recognised by a plethora of research articles and theses on various types of business 

associations across the globe (e.g. Doner & Schneider, 2000; Hicks, 2004; 2012; Jun, 2007; 

Nguyen, 2014a; 2014b; You, 2016a; cf. Larrain Aylwin and Prüfer, 2014; Traxler, 2004). 

Second, the preceding literature review has established that contemporary research on 

business interest associations in SPMEs is in its infancy. The demand placed on new studies 

focuses on theory building, for which qualitative case study methodology is well equipped 

(Edmonson & McManus, 2007; cf. ‘gap-spotting’ inquiries per Sandberg & Alvesson, 2011). 
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While quantitative research has also made significant contributions to our understanding of 

business association behaviour (albeit in smaller numbers, e.g. Larrain Aylwin and Prüfer, 

2014; Spooner, 2004; Traxler, 2004), qualitative studies such as mine can offer important 

nuances that add to their conclusions. This is especially valuable because of the relative 

nascence of the field (Edmonson & McManus, 2007).  

The specific type of case study done in the empirical part of this dissertation is known as 

(maximum) variation case study, which is concerned with how variations emerge in cases 

being compared (Cohen & Crabtree, 2006; Druckman, 2005; Palinkas et al, 2015). For this 

inquiry, the relevant ‘variation’ revolves around the inclusive and non-inclusive attributes of 

business associations that operate in SPMEs. 

Research Methods 

My specific methods of data collection and analysis are detailed below. 

Case Sampling 

I performed case sampling at three distinct stages. The first was in choosing the countries to 

study, which follows the principles of maximum variation purposive sampling (per Druckman, 

2005; Palinkas et al, 2015; etc.). The second was in choosing the business associations to 

closely investigate, which also follows the principles of purposive sampling − although this 

time the key criterion is influence and impact rather than maximum variation. The third stage 

of sampling, which relates to the collection of interview data, was in choosing individual 

participants to interview. ‘Elite’ participant selection was employed at this stage, as in other 

similar comparative case studies on business associations (e.g. Sheldon et al, 2014; You & 

Barry, 2016; also Jun, 2007 etc.). 

Country Selection 

I have chosen two SPMEs, namely Sri Lanka and Indonesia, on which to conduct my 

comparative case study. The reason is because their business associations are known to 

possess very different institutional attributes, in which this study is interested (cf. Hicks, 2012 

with Moore & Hamalai, 1993). But, as noted, the two countries also share uncanny similarities 

in many other respects including their histories, economic experiences and political 

landscapes.35 Additionally, Sri Lanka and Indonesia are interesting SPMEs to study in general. 

Right now, these two countries stand at a ‘critical juncture’ (Acemoğlu & Robinson, 2012) that 

will shape the future of their respective economies and societies. 

Sri Lanka has just emerged out of a 26-year long civil war in 2009 (Weiss, 2011; CIA, 2017). 

Peace has been conducive to economic growth, but the euphoria over the government’s 

military victory was utilised, shortly after, to centralise power in the hands of the political 

elite, led by the Rajapaksa family (Devotta, 2013; Weiss, 2011). Nonetheless, the Rajapaksas’ 

political leverage was severly weakened in the January 2015 presidential election that ousted 

then President Mahinda Rajapaksa from power. The new administration, under President 

                                                           
35 See for detail, Chapter Four: The Political Economies of Sri Lanka and Indonesia; Appendix A: Country Profiles 

– Sri Lanka and Indonesia. 
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Maithripala Sirisena, vowed to eradicate corruption and make the country’s political and 

economic institutions more inclusive. Sirisena’s main appeal to voters was his clean image 

and lack of connection to the country’s entrenched political elites. 

On the other side of the Indian ocean, Indonesia has been making a slow but steady and solid 

transition from authoritarian rule to democracy since the fall of Soeharto in 1998 (CIA, 2017; 

Habibie, 2006; Isra, 2014; Slater, 2005). After years of chaos and confusion, peace and stability 

returned to accompany the rise of the first democratically elected president since 1955, in 

Susilo Bambang Yudhoyono, who led the country for ten years between 2004 and 2014 (Isra, 

2014; Liddle & Mujani, 2005; McBeth, 2016). In the 2014 general election, for the first time in 

its history, the people of Indonesia elected, as head of state, a person with neither connection 

to the powerful military nor deep links to the entrenched political elites in Joko Widodo36 

(Bachelard, 2014).37 Like Sirisena’s in Sri Lanka, Widodo’s main appeal to voters was his clean 

image and lack of connection to the country’s entrenched political elites (Cochrane, 2014). 

Similarities between Sri Lanka and Indonesia are not confined only to politics and economic 

experiences, but also other aspects, including their geographical landscapes, cultures, 

histories and pre-histories. Early civilisations in both the island of Sri Lanka and Indonesian 

archipelago were culturally influenced by migrations from the Indian subcontinent in the first 

millennium B.C.E. (de Silva, 2005; Drakeley, 2005; Page & Palmer, 1984). Indian migrants 

shaped the ethnic, cultural and religious make-up of both civilisations. Hinduism and early 

Buddhism flourished alongside ancient Indian languages and customs, which still influence 

the languages and customs of modern day Sri Lanka and Indonesia (de Silva, 2005; Drakeley, 

2005; Harris, Varley, Connoly, & Travagnin, 2011; Page & Palmer, 1984; Weiss, 2011). 

Both countries were also exposed to the spread of Islam (though to a much greater degree in 

Indonesia). Both were colonised by the Portuguese, Dutch and English – in that same order 

(de Silva, 2005; Drakeley, 2005; Harris et al, 2011; Page & Palmer, 1984; Weiss, 2011). Both 

consisted of disparate kingdoms prior to, and were unified under, colonisation; and both 

declared independence at the conclusion of the Second World War (CIA, 2017; de Silva, 2005; 

Kamaluddin & Alfan, 2015; Poesponegoro, 1993). 

Today, both Sri Lanka and Indonesia have strong agricultural sectors due to their similarly wet, 

tropical landscapes. Both are multicultural societies, each with a dominant ethnic group 

(Sinhalese in Sri Lanka and Javanese in Indonesia). They have comparable population age 

structures, population median age, economic and population growth rate, legal system, GDP 

per capita, GDP composition, percentage of population below poverty line, and even obesity 

rates (CIA, 2017; cf. Asian Development Bank, 2017; Indonesia Investment, 2017; see 

Appendix A: Country Profiles – Sri Lanka and Indonesia). Both countries have been battling 

insurgencies and home grown radical religious movements; and both have questionable 

human right records. 38 

                                                           
36 Affectionately called ‘Jokowi’ by Indonesians. 
37 Hitherto, every Indonesian president was either a member of the country’s entrenched political elite or came 

from the military. This includes Dr Yudhoyono, who was a general in the Indonesian army. 
38 For additional details, see Chapter Four: The Political Economies of Sri Lanka and Indonesia. 
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Nonetheless, Sri Lanka and Indonesia have both been experiencing relatively strong economic 

growth over the last decade (Asian Development Bank, 2017; Indonesia Investment, 2017). In 

the midst of global economic uncertainties in the last couple of years, both countries 

experienced a solid GDP growth of 5% (cf. 2% in G7 countries, 6.6% in China and 3.5% overall 

across the globe during the same period; IMF, 2017). Much of this has been driven by business 

investment as conditions in both countries are increasingly becoming favourable to 

commercial activities. Business associations have played a significant role, in the past, in the 

economies of both countries. But the nature of their involvement in each have been very 

different: Sri Lankan associations seem to be supportive of economic development and 

display inclusive attributes (Moore & Hamalai, 1993), whereas Indonesian associations do not 

(Hicks, 2012). This is interesting given the very similar environments, in which these 

associations operate (see Appendix A: Country Profiles – Sri Lanka and Indonesia). This 

variation is the primary reason why I have chosen associations from these two countries to 

investigate in the study. 

Participant Selection 

Business interest associations in Sri Lanka and Indonesia are my primary units of analysis (see 

Figure 3.2: Approach to Comparative Study). The two countries are home to a large number 

of business associations, but only a few are of interest to the present study. The research 

questions require data to be gathered just from the largest and most influential peak umbrella 

associations.39 Small, industry, regional and international/exporter associations are 

intentionally excluded from the research. 

Small and very small Sri Lankan and Indonesian associations, which lack influence on the 

government and business community, would proffer little insight into how business 

associations affect their environments and the attributes of the most influential business 

representative bodies. Very small associations additionally tend to have short life expectancy. 

Indeed, these associations have been known to form only for a specific purpose and period 

of time (Plowman, 1988). Where they do form permanent organisations, they often fail to 

survive amidst changes in the commercial landscape (e.g. as in Fashoyin, 2008). 

                                                           
39 See Chapter One: Introduction for definitions of the terms used. 
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Moreover, sectoral associations and international/export chambers tend to have very narrow 

sets of interests and goals. Sectoral associations predominantly act in the interest of their 

specific industries and rarely get involved in matters that are not directly relevant to their 

particular sectors. This is because they tend to prefer delegating work on these issues to 

umbrella associations, to which they are often affiliated (see Barry & You, 2017; You, 2016a). 

International and export chambers similarly tend to focus their activities around bilateral 

trade, and facilitating the importation and exportation of goods between countries. Some of 

their core activities include: giving information to members about shipping and logistics, 

providing advice regarding overseas licensing and taxation regimes for various types of 

merchandise, and facilitating meetings between business operators from their countries of 

interest. 

The most appropriate types of business associations to survey in this project, therefore, are 

the largest and most influential peak umbrella associations. The Sri Lankan Department of 

Commerce (2012) lists fifteen of the most prominent business interest associations in the 

country. Of these, two are international chambers; one, the Colombo Stock Exchange, is not 

a business association; six are industry groups; and one is an association of exporters. The five 

remaining peak umbrella associations were chosen to participate in the study. They are: 

• The Ceylon Chamber of Commerce (‘CCC’); 

• The National Chamber of Commerce of Sri Lanka (‘NCCSL’); 

• The Ceylon National Chamber of Industries (‘CNCI’); 

• The Federation of Chambers of Commerce and Industries of Sri Lanka (‘FCCISL’); and 

• The Employers Federation of Ceylon (‘EFC’). 

Figure 3.2: A diagrammatic representation of how Sri Lankan and Indonesian business associations are to be 

compared in this study, highlighting the association as being the basic unit of analysis. 
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In Indonesia, Kadin and Asosiasi Pengusaha Indonesia40 (‘Apindo’) are by far the largest and 

most prominent peak umbrella national associations (Amerasinghe, 2013; Hartono, 2011; 

Hicks, 2011). No other national association comes close to being of similar size and stature as 

these two. The reason has to do with Indonesia’s interesting history of dealing with business 

interest associations, on which I expand further in subsequent chapters. For this reasonKadin 

and Apindo were chosen as the Indonesian participants for this research. 

Interviewee Selection 

Sources of interview data were chosen from among the most senior officials and board 

members of the abovementioned organisations. These individuals were chosen because they 

can speak on behalf of their associations. Some of these individuals are also managers and 

owners of the most influential members of the said associations (i.e. paying ordinary 

members cf. secretariat employees), which means that they are able also to provide insights 

into each of their associations from the perspective of an active member organisation (see 

Appendix B: List of Interviewees for further detail). 

This approach to interviewee selection is dubbed ‘elite’ interviewing, whereby the selection 

of interview participants is based on their power, role and seniority within the organisations 

of interest (Flick, 2014; Mikecz, 2012; Richards, 1996; Ticehurst & Veal, 2000; Welch, 

Marschan-Piekkari, Penttinen & Tahvanainen, 2002). An advantage of this approach is that 

the said interviewees can provide a much better indication of the interests and logics that 

drive their organisations’ activities than non-managerial staff and inactive members. This is 

because the latter are not privy to the same level of information as the ‘elites’ who are 

targeted by this approach. 

Interview Data Collection 

In all, I conducted semi-structured interviews with a total of twelve organisation 

representatives in Sri Lanka and Indonesia between August 2015 and June 2016 (See 

Appendix B: List of Interviewees). Data gathered from the interviews complement 

documentary data, which I collected from publicly available documents and texts provided to 

me by my interviewees. The interviews were conducted at the venue of the participants’ 

choosing and were recorded using an electronic device on my phone.41 The number of 

interviewees is, admittedly, relatively small for a research project of this size. This is 

understandable because business associations “have always tended to be guarded about the 

information they divulge to researchers” (Barry, Michelotti & Nyland, p.46; also see Schmitter 

& Streeck, 1999). Consequently, securing interviews with multiple senior personels and board 

                                                           
40 Indonesian Businessmen’s Association. Note: this is how the association’s name is normally translated into 

English. The term ‘pengusaha’ is actually gender neutral in Bahasa Indonesia. Those, for whom political 

correctness is of great significance, may prefer the following alternative translation: Indonesian Association of 

Business Operators. 
41 Each participant was invited, and consented, to participate in the study. They also consented to having our 

conversations recorded on my phone. Griffith University’s Human Research Ethics Committee conducted a 

regular review of the ethics of this study prior to field data collection. Approval to go ahead from the Ethics 

Committee was granted on 17 July 2015. 
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members from each organisation was difficult. Nonetheless, the number of interviewees does 

fall within the normal range for a PhD thesis that conducts ‘elite interviews’.  

The range, according to Adler and Adler (2012) is typically between six and twelve interview 

participants. Jun (2007) conducted eight elite interviews in a comparable PhD dissertation, 

which investigates the experiences of a Korean business association in navigating South 

Korea’s changing political landscape. Faisal (2013b), who partly employed elite interviewing 

in his PhD thesis on corruption and clientelism in Indonesia, interviewed nineteen 

participants. Hartono’s (2011) PhD on Kadin conducted thirteen individual interviews. So, the 

small number of individual participants here in the present text is not unusual. 

All interviews, bar one (per Appendix A: List of Interviewees), were conducted entirely in 

English. English is the nominated link language between the different ethnic groups in Sri 

Lanka and is the primary medium of communication in Sri Lanka’s business community 

(Amerasinghe, 2009). English is also widely spoken in Indonesia among business leaders, very 

senior managers and highly-skilled professionals (Sundaryani, 2013). Therefore, English is an 

appropriate medium of communication for the purpose of this research project. 

A broad list of questions was brought into each interview, which acted as a guide to assist me 

in directing the flow of the conversation.42 While each interview was largely kept free-flowing, 

efforts were made to ascertain the answers to the questions on the list. Nonetheless, the list 

is not exhaustive and other questions were asked during the conversation depending on the 

responses of each informant. The pre-prepared questions are as follows: 

How has your association succeeded in delivering value to your members? Would you 

be able to provide evidence or examples of this? 

Who do you see as the primary stakeholder/s in your association? 

How do you define success for your association? Why? 

What are the priorities of the association in terms of national governance and 

economic management? 

What is the nature of your relationship with various government departments in Sri 

Lanka / Indonesia at various levels (national, provincial, local)? 

How has the association responded to recent reforms enacted by the Rajapaksa / 

Sirisena / Yudhoyono / Widodo administration regarding labour law / constitutional 

law / economic policy/ies? Why has the association responded this way? 

What future reform/s would you like to see in Sri Lanka / Indonesia and how has the 

association tried to lobby in favour of it/them or address issues that the reform/s seek 

to address? 

Have the views of your association changed over-time? If so, how and why? 

                                                           
42 Rather than act as something akin to a structured questionnaire. 
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Given the level of seniority of each interviewee, the input of each individual informant can be 

regarded as input from the organisation that they represent.  

In addition to interview data, I also searched for literature by and about the associations, 

which are represented in the study. Additional literature was provided directly by participants 

during the interview process. They include but are not limited to: correspondence between 

participant business associations and state apparatus; campaign and lobbying material; rules 

of incorporation; relevant government gazettes; and commentaries on the activities of the 

relevant business associations by third parties – among others. The majority of these 

documents are in English or Bahasa Indonesia. 

I have an intermediate command of Bahasa Indonesia, but I have not had the opportunity to 

practice it on a professional level. Neither is access readily available to me, to a certified 

translator to translate documents written in Bahasa Indonesia. Translation had to be done by 

me personally – and consequently, as in many studies that use data in a different language 

and where a certified translator is unavailable, there is a risk of mistranslation. To control for 

this risk, where I seek to present data directly from an Indonesian text, quotes are written in 

both Bahasa Indonesia and its English translation. I took a similar approach in the past, in one 

of my published works, where our data came from from large volumes of Chinese texts (Zhang 

& You, 2016). 

Data Analysis 

The analysis of primary and secondary data in this project was done manually. The decision 

to perform data analysis without the aid of an electronic software was made after having 

carefully considered and trialled popular qualitative research tool such as NVivo 10 and 

Leximancer (Sotiriadou, Browers & Le, 2014; also St John & Johnson, 2000). While these 

products are excellent resources, given the relatively small number of interviews conducted, 

I came to the conclusion that the data gathered are manageable without the aid of the 

aforementioned analytical tools. 

The manual process of data analysis began with me transcribing each recorded interview and 

assigning contemporaneous notes from my meetings to relevant parts of the transcription. 

Although the focus during each interview meeting was on the contents of the conversation, 

rather than the way in which information was conveyed, I did make notes of interesting non-

verbal interactions (such as tone and emphasis), which at times provided interesting context 

to the conversation and informed me of the punctuation marks to use in the transcription 

process. In addition, I conducted documentary analysis (per Flick, 2014; Ellem, 1999), the 

result of which was pooled together with data gathered from the interview and coded. Coding 

was purposive and guided by the aforementioned open-ended interview questions. 

Temporal Bracketing 

The development of institutional attributes in business interest associations is often regarded 

as a process (e.g. Gan, 2010; Jun, 2007). Accordingly, I find it fitting to treat the insights gained 

from my interviews and documentary analysis as ‘process data’ (Langley et al, 2013). In this 

study, this involved applying ‘temporal bracket’ strategy (Langley, 1999, pp.703-704) to 
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organise the data into three phases,43 which roughly correspond to the stages of business 

association development, namely: conception, institutionalisation, and recent development. 

Subsequent thematic analysis of the said data in each phase allows for an investigation of 

differences and similarities between business interest associations in Sri Lanka and Indonesia 

– specifically, with respect to: 

• Their historical origins, and initial developments; 

• The interactions between various logics and interests that influence their behaviours 

and institutional make-up over the course of their lifetimes; and 

• How, ultimately, their historical origins and the interactions between the various 

logics within these associations shape their current views on political and economic 

inclusion. 

Figure 3.3: Approach to Data Analysis presents a diagrammatic representation of the way that 

interview and documentary (as well as observational) data are analysed in this study. 

The use of similar techniques in ‘single’ case studies of business interest associations in 

Singapore (Gan, 2010) and South Korea (Jun, 2007) proved to be fruitful in providing insightful 

contributions to academic debate regarding the way that these organisations operate within 

their political and industrial relations landscapes. But ‘comparative’ studies of business 

associations have, hitherto, largely relied on point-in-time analysis (e.g. Doner & Schneider, 

2000; Sheldon et al, 2014; also You & Barry, 2016). By applying temporal bracket strategy to 

                                                           
43 The use of ‘phases’ as opposed to strict time periods (or pockets of time) is a deviation from Langley (1999) 

and Langley et al, (2013). This is necessary for this comparative study because the development of the seven 

business associations studied in this project occurred at different times. Moreover, while the political dynamics 

of Sri Lanka and Indonesia are comparable in many respect, it is not the case that similar events take place at 

the same time in both countries. Temporal bracketing, which differentiates periods based only on time, is often 

used in single-case studies where there is only one relevant timeline. In the present text, therefore, ‘phases’ are 

judged to be more appropriate. 

Figure 3.3: A diagrammatic representation of how data are coded, bracketed and thematically analysed in 

this study to derive answers to the research questions. 
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analyse comparative data, this study gains clearer insights into the historical factors that 

influence association attributes. 

Critique of Research Design 

Conventional scientific inquiry approaches the evaluation of rigour and validity in terms of: 

internal validity, external validity, reliability and objectivity (Guba & Lincoln, 1981; 

Sandelowski, 1986). This approach is readily adopted by classical positivist and quantitative 

social science research programmes. But qualitative studies, which are based on different 

philosophical paradigms, require a different set of criteria to assess rigour and validity 

(Denzin, 2009; Whittemore, Chase & Mandle, 2001). 

Guba and Lincoln (1981) propose that while it is important for the essence of the above 

criteria to be understood, the evaluation criteria themselves should be altered to 

accommodate the different kinds of contributions made, and knowledge created, by 

qualitative research endeavours. They suggest that, ultimately, the key attributes captured 

by the aforementioned conventional criteria are: truthfulness, applicability, consistency and 

neutrality (Guba & Lincoln, 1981; Sandelowski, 1986; 1993). As far as the evaluation of 

qualitative studies are concerned, these can be translated to: credibility, fittingness, 

auditability and confirmability (see Table 3.1: Validity and Rigour in Qualitative Research). 

These are the criteria that I use as a starting point to discuss the validity and rigour of the 

design of this research project. 

Validity and Rigour in Qualitative Research 

Scientific Criteria Key Attributes Definition Qual Resch Criteria 

Internal validity Truthfulness Findings are accurate Credibility 

External validity Applicability Results can be applied Fittingness 

Reliability Consistency Data gathered can be relied on Auditability 

Objectivity Neutrality Risks of bias are minimised Confirmability 

Credibility 

A study is credible “when it presents … faithful descriptions or interpretation [of the data]” 

(Sandelowski, 1986, p.30). In other words, credibility is about the accuracy of how researched 

data are presented. The biggest risk to research credibility arises from misunderstanding and 

bias. To control for this risk, the present study triangulates data collection methods (i.e. 

through doing both interviews and documentary data analysis) and seeks to corroborate 

evidence which asserts factual information. These approaches are valid mechanisms to 

ensure that the findings of the study accurately describe the data relevant data (Trochim, 

2006). 

Fittingness 

The generalisability of findings – or ‘external validity’ – is an inherent challenge in qualitative 

case studies (Hill & McGowan, 1999; Dogan & Pelassy, 1990; Myers, 2000; cf. Flyvbjerg, 2006). 

Table 3.1: Assessing validity and rigour in qualitative research (as informed by Guba & Lincoln, 1981; 

Sandelowski, 1986; 1993; Trochim, 2006). 
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Insights arising from a case study are susceptible to specific contextual constraints because 

they are not derived from a controlled experiment or large sample. Nonetheless, these 

insights are still valuable if they can be applied to fit outside of the particular study that was 

done (Flyvbjerg, 2006; Sandelowski, 1986; 1993). In other words, this ‘fittingness’ criterion is 

fulfilled if the findings of a case study “would have meaning to another group or could be 

applied in another context” (Jeanfreau & Jack, 2010, p.616; also Cohen & Crabtree, 2006; 

Lincoln & Guba, 1985; Seale, 1999). 

An important element in ensuring the applicability of research findings in other contexts, is in 

carefully choosing the cases to study (Flyvbjerg, 2006) and providing thick description with 

adequate information on how conclusions are derived (Jeanfreau & Jack, 2010; Lincoln & 

Guba, 1985; Seale, 1999). This ‘thick description’ is important because “[b]y describing a 

phenomenon in sufficient [contextual] detail one can begin to evaluate the extent to which 

the conclusions drawn are transferable to other times, settings, situations, and people” 

(Cohen & Crabtree, 2006; also per Lincoln & Guba, 1985). 

This study addresses the ‘fittingness’ criterion in two ways. First, when selecting countries in 

which to conduct the study, Sri Lanka and Indonesia were chosen because they both possess 

characteristics that are common to many other SPMEs. These include but are not limited to: 

low, but rapidly growing GDP per capita; a history of Western colonial rule; and a capitalist 

market, in which the government plays a prominent role. Because the economies of Sri Lanka 

and Indonesia are somewhat typical of an SPME, findings from these two countries are more 

likely to be transferrable to other SPMEs (cf. my approach in You, 2016b, which focuses on 

unique outliers). Second, the findings chapters provides a ‘thick’ description, which is 

accompanied by loads of contextual information (e.g. see Chapter Four: The Political 

Economies of Sri Lanka and Indonesia) to encourage independent reflection, on the part of 

the reader, about whether and how the findings can be replicated in other countries or with 

respect to other business associations. 

Auditability 

Auditability refers to the trustworthiness of the procedures used to produce and/or test data 

(Waltz & Bausell, 1981). In a quantitative study, this criterion is concerned with the quality of 

data gathering instruments such as surveys and statistical indices. For qualitative research, it 

is about ensuring that the raw data, gathered from fieldwork, are available for audit purposes 

and ensuring that the research methodology is transparent (Bogdan & Taylor, 1975; Miles & 

Huberman, 1984). 

The auditability criterion is addressed, in this research project, by ensuring that raw data are 

complete and accessible for audit by the research supervisory team. Additionally, the 

research framework is clearly described in detail in this methodology chapter. Finally, the use 

of data to evidence factual assertions and opinions are referenced appropriately, and 

consistently, throughout the results chapters to ensure that conclusions are supported by 

primary or secondary data. 

Confirmability 
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Confirmability refers to “the degree to which the results [of qualitative inquiry] could be 

confirmed or corroborated by others” (Trochim, 2006). The abovementioned factors, which 

contribute towards the credibility and auditability of the research project, also contribute 

towards its confirmability. Data triangulation, supervision and transparency in methodology, 

for example, lower the risk of researcher bias influencing the project’s findings. 

But risk of bias does not only come from the researcher alone. As one would expect of a study 

that utilises elite interview data, there is also a risk that a participant does not give an honest 

response or provides one that is complex and difficult to understand – intentionally or 

otherwise (Flick, 2014; Mikecz, 2013; Ticehurst & Veal, 2000). To address this risk, I sought to 

corroborate factual assertions from interviewees with statements from other informants and 

documentary evidence. Where a factual statement cannot be corroborated, I make it clear in 

the findings, where the relevant assertion is presented, that the statement is unsupported.  

Limitations 

Ultimately, I recognise that social science research cannot entirely be free from bias, 

especially when data collection and analysis relies, to some degree, on the knowledge and 

professional experience of the researcher as an ‘informed’, rather than ‘mere’, observer − as 

necessity often dictates in studies that employ elite interviewing technique (Trochim, 2006; 

Welch et al, 2002). Undoubtedly my own biases and experience with business and other 

collective organisations, gained over the course of my work experience, plays a part in how I 

conduct the study. But this limitation is not characteristic only of qualitative inquiries. Risk of 

bias is evidently present even in the natural sciences and studies, which employ quantitative 

techniques (see Blázquez, Botella & Suero, 2017). Of key importance in treating residual bias 

is the way that it is acknowledged so that the reader is aware of potential pitfalls when 

perusing the results of the study. 

Another limitation of this particular study is the limited number of participants that I have 

been able to secure. Although, as noted, the number is not out of the ordinary for a research 

project on business associations (e.g. Jun, 2006; Hartono, 2011), and that relies on elite 

interview data (Adler & Adler, 2012), additional data from key associations in other countries 

in the region − such as Pakistan, India, Nepal, Malaysia and Bangladesh − may provide yet 

further interesting insights into the nature of business interest associations in developing 

SPMEs. A further expansion of this study, to incorporate business associations in the whole 

of South Asia, would provide significant opportunity to learn from their various similarities 

and differences – and also to compare them with their counterparts in the West. 

Ethics Approval44 

An expedited ethical review (level E1) of this research was required from Griffith University’s 

Human Research Ethics Committee (‘GUHREC’). This is because this project required the 

participation of people through interview conversations. I obtained GUHREC’s approval and 

go ahead for this project (GU Ref No: 2015/497) before commencing my data collection. 

                                                           
44 This is a required content for this dissertation, as mandated by form 20092015/STUD0287 – Intention to 

Submit Thesis. 
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Conclusion 

This project seeks to investigate the development of inclusive and non-inclusive attributes in 

business interest associations in SPMEs. To do this, I conducted a comparative variation case 

study of peak umbrella national business associations in Sri Lanka and Indonesia. This is 

because Sri Lankan and Indonesian associations have, in the past, demonstrated inclusive and 

non-inclusive attributes respectively (Moore & Hamalai, 1993; Hicks, 2012). This is interesting 

given the very similar environments in which associations in the two countries operate. 

The specific methods of data collection, employed in this study, consisted of elite interviewing 

(per Flick, 2014; Mikecz, 2012; Richards, 1996; Ticehurst & Veal, 2000; Welch et al, 2002) and 

documentary research (Flick, 2014; Ellem, 1999). This followed the lead of successful research 

projects on business interest associations in the past (e.g. Gan, 2010; Jun, 2007; You & Barry, 

2016). Data analysis was done manually and focused on investigating differences and 

similarities between business interest associations in Sri Lanka and Indonesia with respect to: 

their historical origins, and initial developments; the interactions between various logics 

within them and their institutional make-up; and how, ultimately, their historical 

development and the interactions between the various logics within these associations shape 

their current views on political and economic inclusion. 

Rigour and validity are achieved, in this study, through: data triangulation, process 

transparency, supervision, the use of thick description in recording results and ensuring the 

auditability of raw data storage. The research design presented in this chapter is appropriate 

to answer the research questions, posed at the end of the preceding chapter, because it 

ensures rigour and validity, while at the same time benefits from the richness of information 

that is needed by the research questions and characteristic of a qualitative inquiry (Creswell, 

2013; Flick, 2014; Seale, 1999). 

As can be expected of any social science research involving interviews, and where the 

researcher has a significant role in manually analysing the data to produce consistent and 

explicable findings, some bias and inaccuracies may be present despite having controls in 

place to minimise them. But the research remains a worthwhile endeavour. The depth and 

richness of data gathered through a comparative study in this emerging field are vital in 

developing an understanding of business associations in SPMEs and their contributions 

towards political and economic inclusion.  
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Chapter Four 

The Political Economies of Sri Lanka and Indonesia 

 

Introduction 

This chapter is about the history, economic history and political economies of Sri Lanka and 

Indonesia in the 70 years between 1945 and 2015. Its purpose is to contextualise the 

development, institutionalisation and current make-up of business interest associations in the 

two countries. The chapter begins with a historical overview of the political landscapes of Sri 

Lanka and Indonesia after the Second World War and their declaration of independence from 

colonial rule. This is followed by a brief comparison of the two countries’ political institutions 

and dynamics, and economic profiles in recent years. 

Indonesia gained its independence on 17 August 194545 after over 400 years of European and 

Japanese colonial rules (CIA, 2017; Drakeley, 2005). Ceylon ceased to be a British colony when 

it gained dominion status two and a half years later on 4 February 1948 (de Silva, 2005). The 

divergence in Ceylon’s and Indonesia’s political trajectories in the ensuing decades proves to 

be critical in shaping the attributes of key institutions present in their economies today – 

including those of their business interest associations. 

Although the Sri Lankan and Indonesian economies may look quite similar today at first glance  

- in terms of, say, their GDP per capita, economic growth rate, industry compositions, etc.,46 

an in-depth investigation into their political and economic infrastructures reveal interesting 

key differences (e.g. their respective experiences with democracy and authoritarianism, the 

nature of business-government relations in the two countries, the attributes of their business 

interest associations, etc.). Given similarities between the two societies prior to 

independence (e.g. in terms of cultural influence from India, colonial past, ethnic diversity, 

etc.), the aforesaid differences must have arisen from the period explored at the beginning of 

this chapter, i.e. between independence and mid-2010s. For instance, post-colonial Ceylon 

(later Sri Lanka) is and has always been a democracy – and economic traditions were firmly 

established at the time of its independence in 1948. On the other hand, Indonesia, for much 

of its post-colonial history, has been ruled by authoritarian regimes. As a result, Sri Lanka’s 

political economy is characterised by populist policies, whereas cronyism characterises 

Indonesia’s political economic landscape (Carney & Dieleman, 2011).  

Indonesia’s authoritarian rule and the tradition of Marhaenism,47 adhered to by founding 

President Soekarno provided an environment conducive to the developoment of state 

                                                           
45 This is debatable. The proclamation of independence happened on this day. But the Netherlands and 

international community did not recognise Indonesia’s sovereignty until 1949. 
46 See Appendix A: Country Profiles – Sri Lanka and Indonesia. 
47 A local adaptation of Marxism, which became the philosophical foundation of Soekarno’s political movement. 

‘Marhaen’ is the name of a poor Javanese farmer that Soekarno met, whose story inspired Soekarno’s left-wing 

nationalist movement. 
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corporatism, in which its business associations took part. The closest attempt at establishing 

something akin to an authoritarian regime in Sri Lanka was by former President Mahinda 

Rajapaksa, who rode a wave of popularity after successfully and decisively defeating the 

Liberation Tigers of Tamil Eelam (‘LTTE’),48 a separatist group known to engage in terrorist 

activities.49 But the attempt was short-lived and he was ousted in the 2015 presidential 

election in favour of his former health minister, Maithripala Sirisena, who campaigned on a 

platform of clean governance, political inclusion and democratic accountability. 

Indonesia has also made a gradual, yet solid, transition towards democracy and inclusive 

politics in the last two decades. After a six-year period of political instability following the fall 

of Soeharto in 1998 (Slater, 2005), Indonesians participated in the first direct presidential 

election in 2004. It was won by Susilo Bambang Yudhoyono, an ardent democrat who went 

onto complete two full terms in office. The year 2014 saw the election of Joko Widodo to the 

presidency on the platform of clean governance, political inclusion and democratic 

accountability, similar to that of Sirisena’s successful campaign in Sri Lanka. It is noteworthy 

that after the 2014 presidential election, then President Yudhoyono refused the request of 

failed presidential candidate Prabowo Subianto50 to unconstitutionally extend his presidency 

without a democratic mandate in order to prevent the new president-elect from taking office. 

Today, both Sri Lanka and Indonesia are open electoral democracies, which enjoy high levels 

of economic growth, partly as a result of improving business confidence in their political 

environments. The two countries have a lot in common, not least because they share similar 

colonial experiences and occupy comparable geographical locations, much of which is 

reflected in their similar economic profiles. But Sri Lanka and Indonesia’s diverging political 

trajectories between the time of independence and the mid-2010s resulted in the creation of 

different institutional actors in their political and economic landscapes. Among these are their 

business interest associations. The heading below looks into the politics of Sri Lanka and 

Indonesia in this period. 

Historical Account of the Politics of Sri Lanka and Indonesia 

Sri Lanka’s post-colonial political and constitutional history can be broken down into three 

broad periods, namely the eras of: the dominion, the parliamentary republic and the 

presidential republic. Budiardjo (2010) and Gaffar (1999) classified Indonesia’s political 

history into five major periods, namely the periods of: the revolutionary government, 

parliamentary democracy, guided democracy, Orde Baru and Reformasi. These are reflected 

in the diagram I present on Appendix C: Heads of Government of Sri Lanka and Indonesia 

since Independence. Corresponding phases of the two countries’ histories are compared in 

chronological order below.  

                                                           
48 Tamilila Vitutalaip Pulikal (த
�ழ ��தைலப் ��கள்). 
49 Others (e.g. de Silva, 1988) may disagree with this statement and point towards the constitutional amendment 

in 1978 to establish the Office of the Executive President as the closest act of establishing authoritarian rule in 

Sri Lanka (see more on the debate and counter arguments in Wijesundara,2010). 
50 As readers would recall, Subianto was head of the Indonesian army’s special forces, with appalling human 

rights records, and son-in-law of former President Soeharto. He is now head of the Gerakan Indonesia Raya 

Party, Indonesia’s leading opposition party (BBC, 2014). 
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The Immediate Years Post-independence 

The Soulbury Constitution51 granted Ceylon the status of an independent dominion under the 

Crown. It established a Westminster-style ‘responsible government’ (per Glenn, 2010) – or in 

other words, a parliamentary system, where legislative authority rested in a bicameral 

parliament and executive power rested in the prime minister and cabinet (Coomaraswamy, 

1984). At the time of Ceylon’s independence, it had enjoyed universal adult suffrage for 

seventeen years, which was first introduced by the Donoughmore Constitution during the 

colonial era (de Silva, 2005; Russell, 1982). Between 1948 and 1956, Ceylon’s national politics 

was dominated by the United National Party (‘UNP’) under the patronage of the Senanayake52 

family, who led Ceylon’s independence movement during the later stages of colonial rule. The 

UNP government favoured liberal economic policies, combined with a national development 

strategy with the aim of developing Ceylon into a mixed economy (Aluthge, 2000). Its vision 

was to encourage the private sector to take the lead in economic development, while the 

government acts to address issues that the private sector is unable to deal with (i.e. market 

failures). Despite its cordial relationship with Britain, Ceylon under the UNP joined other 

South Asian states like India and Indonesia in adopting a policy of non-alignment during the 

Cold War, which began shortly after its independence (Gajameragedara, 2011). 

Indonesia declared its independence two and a half years earlier, in August 1945, under the 

leadership of then President Soekarno and Vice President Mohammad Hatta.53 The 

declaration of Indonesia’s independence followed Japan’s unconditional surrender to Allied 

forces – also in August 1945 − which ended the Second World War and freed Indonesia of its 

colonial grip. But Dutch colonial power, which was deprived of its territories in the East Indies 

by Japan at the outset of the War in the Pacific, refused to acknowledge Indonesia’s 

sovereignty. Stated simply, it wanted its East Indian colony back. Between August 1945 and 

December 1949, the Dutch continued to undermine the fledgling Indonesian government’s 

nation-building efforts and successfully reoccupied most of the territories that it lost to Japan 

at the start of the Pacific conflict. A nationalist, united, revolutionary government, therefore, 

became necessary to address the impending challenge that Indonesia faced to its national 

survival (Kamaluddin & Alfan, 2015; Drakeley, 2005). Because of the pressing concern of 

national survival, Soekarno and his close confidants forcefully argued that democratic 

principles had to be put on hold during this period.  

Indonesia’s other forefathers, subsequently, acquiesced to authoritarian rule under 

Soekarno. Liberal democrats in Hatta’s camp were forced to set aside their differences with 

Soekarno’s nationalist faction. So, whereas Ceylon’s independence was a relatively 

uneventful affair and its sovereignty taken for granted at independence, the Indonesian 

government found itself having to struggle for recognition domestically and in the 

international arena for years. 

                                                           
51 A.k.a. the 1946 Constitution of Ceylon. 
52 Sri Lanka’s first prime minister, who was also leader of the UNP, Don Stephen Senanayake, was succeeded by 

his son, Dudley Senanayake. The younger Senanayake was in turn replaced by his cousin, John Kotelawala, who 

became the third Sri Lankan prime minister. 
53 The international community, however, did not recognise Indonesia as a sovereign state until well into 1949. 
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Development of Multi-party Parliamentary Democracy 

Deprioritising the role of democracy in Indonesia’s nation-building project suited the interests 

of Soekarno, who was from the start in favour of establishing a strong autocratic state, 

founded on the ideals of secular nationalism and Marhaenism (Kamalludin & Alfan, 2015). 

Soekarno found an ally in the Indonesian Communist Party, Partai Komunis Indonesia (‘PKI’), 

but his position was opposed by several powerful political fronts including Islamists and liberal 

democrats under Hatta (Hatta, 2000; 2011). 

When the president was away on an overseas trip in late 1949, Hatta, in his position as acting 

head of state, took an opportunity to declare the establishment of the Federated Republic of 

Indonesia, Republik Indonesia Serikat.54 The federation formally replaced the unitary republic 

on 31 December, with Soekarno as president and Hatta as vice president. As Hatta intended, 

the federal government also replaced the revolutionary government’s constitution, Undang 

Undang Dasar 1945 with Undang Undang Dasar Sementara 1950,55 a temporary 

constitutional document that established federal parliamentary democracy in Indonesia. Over 

the next decade, Indonesia became a genuine parliamentary democracy with a strong 

commitment to political pluralism, human rights and social justice (Haris, 2014; Hatta, 2000; 

2011; Kamaluddin & Alfan, 2015). 

Meanwhile across the Indian Ocean, the dominance of the UNP in Ceylonese politics was 

being challenged. Personal and philosophical conflicts between Prime Minister Dudley 

Senanayake and Buddhist-nationalist factional leader, Solomon West Ridgeway Dias (‘SWRD’) 

Bandaranaike, culminated in the latter crossing the floor of parliament in an act of defiance 

against the UNP.56 The year was 1951 – and Bandaranaike subsequently formed an opposition 

party, the Sri Lankan Freedom Party (‘SLFP’). The new party identified with left-wing, 

Sinhalese-Buddhist nationalism, and adopted a protectionist stance in addition to a centrally 

planned economic policy (Ratnayake, 2009; Richardson, 2005; Wriggins, 1960; K 

Weerasinghe, interview). It campaigned on a populist platform during the 1956 national 

election and benefited from the public’s perception that the working class of Ceylon was 

disenfranchised by Westernised elites, who wielded real economic and political power in the 

country to the detriment of the majority of its indigenous population (Richardson, 2005; 

Wriggins, 1960).57 In the same year, Bandaranaike became Ceylon’s prime minister, thus 

breaking the UNP’s and Senanayake family’s monopoly over political power in the country at 

the national level. 

One of the first and most notable acts of the Bandaranaike government was the enactment 

of the Official Language Act No.33 of 1956 (Bandaranaike, 1956; de Silva, 2005; Weiss, 2011). 

                                                           
54 Also often translated as: the United States of Indonesia or the Republic of the United States of Indonesia. 
55 Lit. the Temporary Constitution of 1950. 
56 At the time, only one UNP member of parliament (‘MP’) followed Bandaranaike in crossing the floor, Don 

Alwin Rajapaksa, the father of Mahinda Rajapaksa. 
57 Ironically, Bandaranaike was born to a privileged Christian family at the top echelon of Ceylon’s colonial 

society. He graduated from Oxford University and only later converted to Buddhism. Bandaranaike spoke English 

fluently (with the distinguishing hightened Received Pronounciation ‘RP’ of the British upper class and without 

a hint of Ceylonese accent, as evidenced in an interview he gave to the BBC in 1956). His father, Solomon-Dias, 

held the title of Knight Commander of the Order of St. Michael and St. George. 
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Known as the ‘Sinhala Only Act’, the legislation replaced English as the country’s official 

language with Sinhala, the native tongue of Ceylon’s majority Sinhalese ethnic group. Prior to 

this, English enjoyed an official status as the language of business, colonial administration and 

lingua franca among the various ethnic groups. The adoption of Sinhala as the only official 

language in the country is widely regarded as an act to alienate minority Tamils, Moors and 

Burgers, to whom Sinhala was foreign (Weiss, 2011). In contrast, independent movements in 

Indonesia successfully identified Indonesian nationalism with the Malay language (later 

dubbed Bahasa Indonesia),58 which was native to only a small minority of the nation’s 

population but widely used as a lingua franca across the archipelago to bridge linguistic 

differences among locals (Montolalu & Suryadinata, 2007). The imposition of Bahasa 

Indonesia as an official language became a crucial element to Indonesia’s nation-building 

project (Lee, 2013).59 

Where the different ethnic groups in Ceylon became consumed in conflicts as a result of the 

Sinhala Only Act, the people of Indonesia came together in their first, free national election 

since independence in 1955. Soekarno’s and Hatta’s political party, Partai Nasional 

Indonesia60, came first with 24% of the vote, followed by Masjumi61 and Nahdlatul Ulama,62 

a loose confederation of Islamic political groupings and Islamic moderates respectively – each 

at approximately 20% of the vote. They were, in turn, followed by Soekarno’s political allies, 

the PKI, who secured 16% of the popular vote (Budiardjo, 1982; Ricklefs, 2005). 

Political Turmoil and Instability 

But the parliamentary government delivered by the aforementioned election did not last 

long. Political impasses and frustration with democratic processes prompted Soekarno to 

dissolve parliament by way of a presidential decree, Dekrit Presiden 5 Juli 1959, an action 

regarded by Hatta’s faction as a coup d’etat against a democratically elected parliament 

(Hatta, 2000; Kamaluddin & Alfan, 2015). Indonesia then returned to the old 1945 

revolutionary constitution. Soekarno subsequently ruled the nation under the principles of 

what he termed ‘demokrasi terpimpin’ [‘guided democracy’] because, in his opinion, Western 

liberal democratic ideals were inconsistent with the values of the Indonesian people (also see 

Boediono, 2016, pp.94-96).  

For the next five years, Soekarno continued to consolidate his control over the nation’s 

political landscape to the detriment of Islamists and liberals. He instigated the creation of 

Golongan Karya (‘Golkar’),63 a ‘functional group’ consisting of various sections of society (e.g. 

teachers, artisans, military officers and workers) handpicked by the president himself to 

                                                           
58 A slightly different dialect, spoken in Malaysia and Singapore, is dubbed Bahasa Malaysia [the National 

Language of Malaysia] by the Malaysian government. The difference between the two dialects is comparable to 

the difference between British RP and Standard American English. Malay is also the sole national language of 

the Republic of Singapore, though its role in Singapore is mainly ceremonial. 
59 The most widely spoken language, Javanese, remains up to the present day, only a local vernacular. 
60 Indonesian National Party. 
61 Majelis Syuro Muslimin Indonesia [the Council of Indonesian Muslim Associations]. 
62 Roughly, and very awkwardly, translates to: the Awakening of (Muslim) Clerics. The term ‘nahdlatul’ is not a 

part of common Malay / Indonesian vocabulary and is used almost exclusively to refer to the Nahdlatul Ulama.  
63 Lit. working group. 
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occupy designated seats in the Dewan Perwakilan Rakyat [People’s Representative Council, 

i.e. the parliament]. The move had the support of the military, but Masjumi and liberal 

political groupings condemned what they perceived to be an attack on democratic principles. 

Masjumi was consequently and forcefully disbanded by the regime (Maarif, 1996). Hatta’s 

liberals were silenced. 

In 1963 Soekarno declared himself president for life. For his actions, he offered the following 

justification (per Adams, 2007, p.424): 

Revolusi memerlukan kepemimpinan. Tanpa kepemimpinan akan terjadi panik dan 

ketakutan. Oleh Karena kami masih dalam taraf revolusi ekonomi, aku tidak 

mengizinkan kritik-kritik yang merusak tentang kepemimpinanku, begitupun aku tidak 

mengizinkan kemerdekaan pers. Indonesia masih terlalu muda untuk membiarkan 

pendapat-pendapat yang akan membikin bingung masyarakat. 

[A revolution requires leadership. In the absence of {strong} leadership, there will be 

panic and fear. Because we are still in the middle of an economic revolution, I do not 

allow criticisms that will undermine my leadership. I do not allow freedom of the press 

{because} Indonesia is still too young for us to allow various opinions to confuse its 

people.] 

Naturally, this period of political instability, which was accompanied by the arbitrary 

nationalisation of private (mostly Dutch colonial) assets by the government, had a devastating 

effect on the Indonesian economy (Tambunan, 2014). Between the years 1960 and 1965, GDP 

growth stagnated, while the inflation rate escalated to 594% (Satiotmo, 1998; Thee, 2012). 

Nominal GDP per capita was around US$56.64 There was growing disillusionment with 

Soekarno including amidst powerful figures in the military, whose support he previously 

enjoyed. 

Meanwhile in Ceylon, growing unrest resulting from the 1956 Sinhala Only Act divided the 

nation and fuelled growing animosity between the majority Sinhalese (who are 

predominantly Buddhists) and other ethnic groups - especially the Tamils (who are 

predominantly Hindus), from which the nation is only just recovering. In his third year in 

office, in 1959, Prime Minister Bandaranaike was assassinated – ironically by a man dressed 

as Buddhist monk. It was alleged that the assassin was involved in a conspiracy and was 

ordered to assassinate the prime minister by an MP who failed to secure government 

contracts in his own favour (Dissanayake, 2010; also see de Silva, 2005; Dissanayake, 1994). 

Subsequently, the leadership of the SLFP and later Ceylon’s prime ministership fell to his 

widow, Sirimavo. Sirimavo Bandaranaike was sworn in as, and became the world’s first 

female, prime minister in July 1960 (de Silva, 2005). 

In office, Bandaranaike continued her late husband’s policies, the most controversial of which 

were to continue the execution of state business in Sinhala (as opposed to English) and 

                                                           
64 In 2013 dollar, inflation adjusted 1967 data (approx. AU$62); per IndexMundi, 2013. 
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repatriate plantation Tamils65 back to India (de Silva, 2005; Weiss, 2011). Bandaranaike also 

continued the previous SLFP government’s programme of import substitution 

industrialisation, aimed to address Ceylon’s deteriorating balance of payments, and 

established a state monopoly over the country’s strategic sectors (Aluthge, 2000; Rodrigo, 

2009; Snodgrass, 1998). But the new government took things further by tightening control 

over its currency, banning or placing strict quotas on imports, and nationalising banks, 

insurance companies and schools that were previously owned by religious institutions 

(Aluthge, 2000; Hewavitharana, 2009; Time Magazine, 1961; K Weerasinghe, interview). 

While the moves were welcomed by manufacturers (which, by this time, had organised 

themselves into a national manufacturers association), neither of these efforts proved to be 

effective in dealing with Ceylon’s worsening balance of payment deficits. This is because the 

government continued to spend large sums of money on social welfare programmes 

(Snodgrass, 1998), which had become part and parcel of the SLFP’s governing agenda. At the 

same time, Ceylon failed to improve efficiency and productivity in its economy. By 1965, Sri 

Lanka’s nominal GDP per capita stood at US$152.66 Growth in real GDP per capita during the 

Bandaranaike era stood at 1.7% per annum (Snodgrass, 1998). At the 1965 general election, 

the SLFP government lost to the UNP and Dudley Senanayake became prime minister yet 

again. 

In Indonesia, the year 1965 saw one of the most significant series of political events in the 

country, arguably to date. Soekarno’s dominance over its political landscape and his close 

relationship with the communists concerned many political elites, members of the business 

community, as well as the military. On the other hand, the PKI saw the military as being the 

final hurdle towards turning Indonesia into a communist state (Kamaluddin & Alfan, 2015). 

The tension between the two camps culminated into a movement dubbed Gerakan 30 

September – PKI a.k.a. G30s-PKI [the 30th of September Movement of the Indonesian 

Communist Party]. On the night of the 30th of September 1965, communist party cadres 

declared a revolution, then kidnapped and murdered six senior members of the Indonesian 

army general staff – and threw their corpses down a deep well named lubang buaya67 

(Poesponegoro, 1993; Scott, 2015). 

The military fought back. Under the leadership of General Soeharto, the army went on to 

massacre individuals affiliated with the PKI and effectively took control of government. Three 

months later, Soekarno was forced by the military to write a formal declaration, Surat 

Pemerintah 11 Maret 1966 (‘Supersemar’), in which he took responsibility for the failings of 

his government in preventing the G30s-PKI from taking place. Additionally, Supersemar also 

attributed responsibility over decades of economic mismanagement to Soekarno’s 

leadership. As a consequence, Soekarno stepped down from his position as President of the 

Republic in favour of General Soeharto. From then, Soeharto took over as de facto head of 

                                                           
65 Plantation Tamils are ethnic Tamil minorities, living in Sri Lanka, who were originally brought to the island 

from Tamil Nadu in India by British colonialists to work on their plantations. Cf. Sri Lankan Tamils, who are native 

to the Northern and North-eastern part of the island. 
66 In 2013 dollar, inflation adjusted 1965 data (approx. AU$168); per IndexMundi, 2013. 
67 Well (lit. hole) of crocodiles. 
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state until his formal inauguration in March 1968 (Drakeley, 2005; Kamaluddin & Alfan, 2015; 

Scott, 2015). His regime assumed the title Orde Baru [New Order] so as to distinguish it from 

the government of Orde Lama [Old Order] under Soekarno’s leadership. 

Events leading to the G30s-PKI are still debated today, with some academics arguing that the 

government of the US and CIA had a role to play, the aim of which was to prevent Indonesia 

from becoming another communist South East Asian state (Scott, 2015).68 What is clear is that 

the failed coup presented Soeharto with an opportunity to take control of the Indonesian 

government and remove the main political opponents to the military (i.e. PKI). Over the 

following generation, the Orde Baru regime hunted down suspected members and 

sympathisers of PKI, and turned G30s-PKI into a national epic, which helped to legitimise 

Soeharto’s rise to power amongst the populace (Kamaluddin & Alfan, 2015). 

Meanwhile in Ceylon, Senanayake’s UNP government underwent a cautious liberal economic 

reform to improve the country’s economic situation. It sought to improve business confidence 

by lowering trade barriers, encouraging investment and devaluing the Ceylonese Rupee in 

order to make Ceylonese goods cheaper in the international market. The purpose was to 

elevate demand, which would in turn improve Ceylon’s balance of payments (Aluthge, 2000). 

But these measures failed to bear fruit – and instead, increased imports, worsened the 

country’s balance of payments and intensified inflationary pressure (Aluthge, 2000; Korale, 

2009; Rodrigo, 2009). Consequently in 1970, Senanayake was again voted out of office and 

Bandaranaike’s SLFP was returned to power (de Silva, 2005). 

In her second term in office, Bandaranaike was determined to consolidate her political power 

and re-awaken Ceylon’s nationalist fervour. An alternative interpretation, though, is that she 

simply wanted to distract citizens from their economic hardship. In her address to the House 

of Representatives shortly after re-election, she attacked the constitutional arrangement at 

the time and stated (per Cooray, 1973, p.76): 

It is your unchallengeable right to set up a Constituent Assembly of our own, chosen 

by us and set up by us as free, sovereign and independent people who have finally and 

forever shaken off the shackles of colonial subjection. 

The following year, she passed an amendment to the constitution to abolish the senate by 

way of the Ceylon (Constitution and Independence) Amendment Act No. 36 of 1971. Ceylon’s 

senate has always been dominated by the UNP and half of its members were appointed by 

the Governor-General, a representative of the Crown. By abolishing the senate, the 

government did away with the last vestiges of British colonial rule, paving way for the 

adoption of a republican constitution. In 1972, through the Sri Lanka Republic Act 1972, 

Ceylon became a republic with a non-executive president as its ceremonial head of state and 

adopted the name Sri Lanka.69 Prime Minister Bandaranaike hand-picked her uncle, William 

                                                           
68 This is unsurprising given the US government’s readiness to overthrow unfriendly regimes in other parts of 

the world (Perkins, 2016). 
69 Initially in full: the Free Sovereign and Independent Republic of Sri Lanka. Later in 1978, when the Office of 

the Executive President was created, this was changed to the Democratic Socialist Republic of Sri Lanka. 
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Gopallawa, to be the first (and to this date, only person) to hold the office of the Non-

executive President of the Republic (de Silva, 2005; Dissanayake, 1994). 

Bandaranaike reversed many of the economic policies of Senanayake’s UNP government, 

which largely failed to address Ceylon’s economic woes. Under her second SLFP government, 

Sri Lanka returned to becoming a largely centrally planned economy that pursued import 

substitution industrialisation (Snodgrass, 1998; Rodrigo, 2009; K Weerasinghe, interview; also 

Ratnayake, 2009). There were further nationalisations of privately owned assets, increased 

restrictions in the financial system and efforts to marginalise the private sector – which was 

reminiscent of Bandaranaike’s first term and the economic landscape in Indonesia during the 

Soekarno era (Hewavitharana, 2009; K Weerasinghe, interview). Government expenditure 

soared and was driven by ambitious social welfare policies. Food subsidies became the largest 

item in the government’s budget. The 1973 oil crisis further stifled the economy and the 

distance that the government maintains from the West meant that it was not receiving aid 

from Western powers – neither, as a non-aligned country, did it receive much help from the 

Soviet Union. As a result, Sri Lanka underwent a severe period of economic hardship (Aluthge, 

2000; Indraratna, 1998). 

There was growing unrest by Tamil separatists and Marxist groups, which utilised public 

disillusionment with the government’s economic mismanagement to aid their political 

causes. In 1971, for example, Sinhalese Marxist terrorist group Janatha Vimukhti Peramuna 

(‘JVP’)70 coordinated an insurrection to topple the national government and was successful in 

capturing several rural towns before being beaten back (Weiss, 2011). In response, the 

government imposed a military crack-down on the group as well as other known terrorist 

organisations. It also imposed a strict control over the media, curtailed press freedom and 

cracked down on criticisms against its policies and actions (Weiss, 2011). Furthermore, the 

Bandaranaike government extended its parliamentary term for an additional two years, 

between 1975 and 1977, to deal with the security crisis. But this was done unilaterally without 

public mandate from an election (Keerthisinghe, 2015).71 

Despite the government’s efforts to silence its critics, the severity of the economic conditions 

felt by the Sri Lankan people made Prime Minister Bandaranaike and her party very 

unpopular. In the 1977 general election, the UNP, under the leadership of Junius Richard 

Jayawardene, swept to power with a convincing five-sixth majority and thus ending 

Bandaranaike’s seven-year second term in office. Coomaraswamy (1984, p.40) noted: 

The elections of 1977 saw a nation-wide disillusionment with the ‘idealism gone-

wrong’ policies of the United Left Front [the electoral group led by the SLFP]. The 

comprehensive defeat of the government policies gave the centrist right … a three-

fourths majority in parliament … There was a deliberate antagonism to the romantic 

visionary aspects of the old government which had, towards the later years, led to 

excuses for the abuse of power. 

                                                           
70 ජනතා ���� ෙපර�ණ [Peolple’s Liberation Front]. 
71 Bandaranaike was subsequently reprimanded for this action and charged for an abuse of power by subsequent 

administration. 
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The vision of Jayawardene’s government was for Sri Lanka to be an outward oriented, export-

led economy, free from the barriers imposed by Bandaranaike’s centralised planning system 

(Deerasinghe, 2009; Indraratna, 2009; Ratnayake, 2009; K Weerasinghe, interview). To ensure 

that he was able to implement these reforms in addition to continuing the fight against the 

Tamil separatist movement and taking the opportunity to make his mark on modern Sri 

Lankan history, Jayawardene needed to consolidate his political power. In that same year, his 

government pushed through the second amendment to the 1972 Republican Constitution to 

establish the Office of the Executive President of the Republic, which was to be filled by 

himself the following year (Wijesundara, 2010). 

Consolidation of Power in the Office of the President 

Consolidation of executive and political power in the hands of the president occurred about 

a decade earlier in Indonesia, shortly after the military coup that toppled Soekarno’s regime. 

Under the Orde Baru administration, political - and eventually economic - power became 

concentrated in the hands of Soeharto and his family (Hartono, 2011; Hicks, 2004). Upon 

taking office, Soeharto purged political oppositions including communist and socialist 

elements in the nation’s politics. He marginalised political Islam, which had readily supported 

him in toppling Soekarno, and did away with party politics in Indonesia’s parliament. No 

political philosophy was to challenge the official national doctrine, Pancasila, which was 

originally introduced by Soekarno and rested on the principles of: (1) the belief in one ‘God’; 

(2) justice and civilised humanity; (3) the unity of Indonesia; (4) guided democracy; and (5) 

social justice for all. In practice, however, Pancasila served as little more than a weapon 

against political movements that could pose a threat to the Orde Baru administration (You, 

2016c).72 

As for existing political parties at the time, Soeharto rendered them impotent. All Islamic 

parties were involuntarily amalgamated under one political grouping, Partai Persatuan 

Pembangunan [United Development Party], and all nationalist parties were amalgamated 

under another political grouping, Partai Demokrasi Indonesia (‘PDI’) [Indonesian Democratic 

Party]. They were the only two so-called ‘opposition’ parties permitted by the government 

and closely monitored by the administration. As for the designated party of government, 

Soeharto chose to use Golkar as his vehicle (Elson, 2001; Kamaluddin & Alfan, 2010; Slater, 

2005). Through his close confidant, Ali Mutopo, Soeharto transformed Golkar from a 

functional group of corporatist institutions to a political party and parliamentary group with 

no ideological basis other than, according to official government narratives at the time, 

focusing on national stability and the economic development of the country (Elson, 2001). 

Indeed, “Golkar was such a creature of the state that it might be considered the ‘Ministry of 

Electoral Victories,’ rather than a political party” (Slater, 2005, p.465). 

It is noteworthy that prior to the 1997 Asian Financial Crisis, the promise of national stability 

and economic development was largely fulfilled by the administration (Elson, 2001; Slater, 

                                                           
72 However, recent efforts to use Pancasila to advance democratic institutions, diversity, religious harmony, etc. 

by various actors and civil movements (e.g. Berita Satu, 2017; Simanjuntak, 2017) contradict my arguments in 

You (2016c) about the inherently negative role played by Pancasila on the development of democracy in 

Indonesia. 
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2005; Tambunan, 2010; Thee, 2012). In contrast to the debilitating economic conditions 

during Soekarno’s era, Indonesia’s economic growth in the early years of Orde Baru was 

extremely high; it reached a peak at around 12%, which was comparable to Singapore’s 

economic development at its peak. Tambunan (2014, p. 50-51; also see Boediono, 2016) 

notes: 

[S]elama pemerintahan Orde Baru … dapat dikatakan bahwa Indonesia telah mengalami 

suatu process pembangunan ekonomi yang spektakuler, paling tidak pada tingkat makro 

(agregat). Keberhasilan ini dianggap banyak kalangan sebagai prestasi paling besar dari 

pemerintahan Orde Baru di bawah kepemimpinan Presiden Soeharto. Bahkan, pencapaian 

yang cemerlang ini sampai membuat Bank Dunia menobatkan Indonesia bersama-sama 

dengan Malaysia dan Thailand sebagai ‘Macan Asia’ baru … [S]ejak tahun 1969, awal dari 

pelaksanaan pembangunan ekonomi nasional yang ditandai dengan dimulainya pelaksanaan 

Repelita I, hingga menjelang krisis keuangan Asia (1997-1998), laju pertumbuhan PDB 

Indonesia rata-rata per tahun sekitar 7 persen hingga 8 persen. Prestasi ini membuat 

Indonesia sebagai salah satu negara ASEAN dengan pertumbuhan ekonomi yang sangat 

tinggi. 

[During the Orde Baru administration … it can be said that Indonesia experienced a spectacular 

process of economic development, at least at the macro (aggregate) level. This success, 

according to many commentators, is the greatest achievement of the Orde Baru 

administration under the leadership of President Soeharto. This brilliant achievement even 

resulted in the World Bank giving Indonesia, along with Malaysia and Thailand at the time, the 

title of the new ‘Asian Tiger’ … Since 1969, at the beginning of the economic development that 

was marked by the implementation of {government economic program} Repelita I, until the 

advent of the Asian Financial Crisis (in 1997-1998), the pace of growth in Indonesia’s GDP was 

around 7% to 8% annually. This achievement made Indonesia one of the {few} ASEAN 

countries with very high levels of economic growth.] 

The high overall GDP growth in the country was accompanied by the growth of Indonesia’s 

GDP per capita, meaning that income per person escalated impressively as well during this 

period. The means by which this was achieved by the Orde Baru administration was actually 

quite simple and interestingly reflected the means by which Bandaranaike’s SLFP government 

attempted to revive Sri Lanka’s economy – albeit with a different outcome. Tambunan (2014, 

p.51) argues: 

Kebijakan industrialisasi yang diterpakan pada waktu itu diawali dengan strategi substitusi 

impor dan pada tahun 1980-an diganti secara bertahap dengan strategi promosi ekspor 

setelah membuat suatu perubahan yang signifikan di dalam struktur ekonomi Indonesia, yang 

umum disebut transformasi ekonomi, dari sebuah ekonomi berbasis pertanian … ke sebuah 

ekonomi berbasis industri. Perubahan tersebutlan yang menjadi motor utama penggerak 

pertumbuhan ekonomi yang tinggi dan peningkatan pendapatan per kapita yang terus-

menerus selama era Orde Baru. 

[The policy of industrialisation, which was implemented at the time, began with an import 

substitution strategy and gradually shifted to an export promotion strategy following a 

significant change in the economic structure of Indonesia, which is commonly referred to as 

an economic transformation from one that is agricultural based … to one that is industry 

based. The said change became the primary driver of the high economic growth {that the 
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country experienced} and the sustained increase in per capita income throughout the Orde 

Baru administration.] 

In Sri Lanka, the Jayawardene administration’s consolidation of power was also focused on 

economic reforms because of the desperate condition in which the country found itself 

(Deerasinghe, 2009; Indraratna, 1998; 2009). Describing the state of the Sri Lankan economy 

at the time, Dissanayake (1989, p.287) noted: 

Our economy was static, all our technocrats were leaving the country by 1977. They were 

going to Third World countries, multi-nationals, and multi-lateral institutions finding jobs. 

There were emerging cabinet meetings summoned to find out from where the food rice could 

be brought and how to find the foreign exchange for that, unemployment was bordering two 

million. No major infrastructure development has (sic) been undertaken from 1970 to 1977. 

We could not find the foreign exchange to buy the spare parts for the hydro-power machines 

that were installed. The growth rate was 2%. 

To address these fundamental weaknesses in the Sri Lankan economy, the government 

instigated a series of rapid and widespread reforms, which were applauded by its business 

chambers (K Weerasinghe, interview). It re-opened its market to the world, commenced a 

deregulation programme to ease trade restrictions and developed the nation’s 

infrastructures to reinvigorate the economy (Indraratna, 1998).  

But much of the country’s malaise required more than market solutions. At the time, “the 

existence of Sri Lanka as we know it, was under the threat of separatism” (Wijesundara, 2010, 

p.141) notably by Tamil separatist groups organised under the banner of the LTTE. Indeed the 

organisation was formed just a year prior to the election of Jayawardene’s conservative 

government, under the leadership of hardened terror chief Velupillai Prabakharan. 

Faced with the need to quickly remedy Sri Lanka’s worsening economic conditions and the 

threat of the LTTE, Jayawardene resolved to consolidate political and executive power in 

himself as Sri Lanka’s first ‘Executive President’ (Weiss, 2014; Wijesundara, 2010). In contrast 

to the symbolic and ceremonial role of the ‘Non-executive President’, the newly created office 

holds the state’s ultimate executive power including control over the military. The president, 

now, also has the constitutional power to: make emergency regulations; dictate government 

policy in parliament; appoint members of the judiciary; and in the event of a state emergency, 

operate as parallel legislative authority alongside the parliament (Wijesundara, 2010; Art 33 

of the 1978 Constitution; case of Rasapala v Ranil Wickremasinghe SL 103/80). 

In effect, the executive functions of the Office of the Prime Minister were stripped away. The 

prime minister, therefore, became effectively a de facto vice president under the 1978 

Constitution. The wide-ranging extent of the executive president’s power over the legislature 

and judiciary has been heavily criticised. But its defenders argue that such authority was 

necessary given the existential threat that separatist militants imposed on Sri Lanka at the 

time (Wijesundara, 2010). 

The consolidation of military and political power in the hands of the president, however, failed 

to bring a solution to the conflict. In fact, Gunatilleke (2001) argues, it was the hard-line 

attitude of Sinhalese political leaders that created impasses in peace negotiations between 
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the government and Tamil separatist groups since the 1950s. Weiss (2011) and DeVotta 

(2007) goes further to suggest that indeed the conflict between the majority Sinhalese and 

minority Tamil ethnic groups in Sri Lanka was initiated by the hard-line nationalist attitudes 

of a section of the Sinhalese community post-independence. Prior to Ceylon’s independence, 

they noted, the two ethnic communities lived in peace side by side on the island (also per de 

Silva, 2005). 

Ceylonese Tamils, who make up about half of the Tamil population, have always called the 

Northern and North-eastern parts of Sri Lanka home. Plantation Tamils, who were brought to 

the island by the British from Tamil Nadu to work on their estates, settled on the island 

peacefully (de Silva, 2005; Weiss, 2011). It was the actions by SWRD Bandaranaike’s 

government, according to Weiss (2011) and deVotta (2007) (including the enactment of the 

Sinhala Only Act) that should be blamed for creating resentment among the Tamils (against 

the Sinhalese establishment) - which led to the emergence of voices that sought regional 

autonomy on Tamil populated parts of Ceylon (Weiss, 2014).73 Despite assertions that Tamil 

leaders would have settled for regional autonomy (Devanesa, 2003; 2004), many Tamil 

groups, including those operating under the banner of the LTTE, wanted nothing short of 

outright independence – and they were more than eager to use violence and terrorism to 

achieve their aims. 

Following the burning of the Jaffna library in May 1981, in which precious Tamil artefacts were 

destroyed, anti-government and anti-Sinhalese sentiments among the Tamil population grew 

exponentially (Weiss, 2011). The LTTE launched an attack on a Sri Lankan Army checkpoint in 

July 1983, killing 13 military personnel (Rajasingham, 2002). The government sought revenge. 

In response and utilising Sinhalese nationalistic sentiments and anger to his advantage, 

President Jayawardene launched a pogrom to massacre individuals who were suspected to 

have links with the LTTE (Harrison, 2003; Mishra, 2011). The number of Tamil civilians killed 

in what became known as Black July was upwards of 3,000 people. This marked the beginning 

of the 26-year long Sri Lankan Civil war, with the government on the one side and the LTTE 

on the other, seeking independence of regions that it controlled which was collectively 

dubbed Tamil Eelam (த
�ழம்). 

In contrast with the political situation in Indonesia, the consolidation of power in the Office 

of the Executive President in Sri Lanka, as well as a concentrated effort to eliminate 

revolutionary rebels, did not give rise to a lasting authoritarian regime. Throughout the civil 

war, democratic processes continued on the island. Jayawardene stepped down from the 

                                                           
73 Weiss’ and deVotta’s over-simplistic characterisation here, as well as their proposed approach towards peace 

on the island, demonstrates a gross lack of understanding and appreciation of the significance of the island of 

Sri Lanka for the Sinhalese people (and arguably Theravadin Buddhists in general). Regional autonomy for, let 

alone the independence of, Tamil-populated areas is plainly unacceptable and insulting to many Sinhalese 

Buddhists (see National Joint Committee, 2003). The island of Sri Lanka is the only piece of land that the 

Sinhalese ethnic group can call its ancestral home. The Tamil ethnic group, on the other hand, occupies large 

swathes of the Indian subcontinent. Furthermore, note that Orthodox Buddhism, which originated in India, was 

systematically driven out of the subcontinent almost entirely and Sri Lanka became its only island of refuge. The 

support for regional autonomy for the Northern and Eastern parts of Sri Lanka, in favour of Hindu Tamils, can 

legitimately be viewed as an effort to further margnialise Orthodox Buddhism - if not eradicate it in its entirety 

- from the region. 
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presidency voluntarily in 1989 and handed over the reins to his protégé, UNP’s long-serving 

deputy leader and Prime Minister Ranasinghe Premadasa. Premadasa subsequently won a 

presidential election in his own right in that same year (de Silva, 2005). 

One of the reasons for why Sri Lanka did not descend into authoritarian rule is because by the 

late 70s and early 80s, democratic institutions which were initially brought in by the British 

during the colonial rule, had matured and become an integral part of the Sri Lankan state – 

like they had in Hong Kong by about the same time. In contrast, Dutch colonial authorities 

had always sought to exclude local East Indians from colonial administration in the East Indies. 

Indonesia had to wrestle its independence form its former colonial overlord – and this process 

required a strong figurehead like Soekarno in a leadership role. Ceylon’s democratic 

institutions allowed for the rise of a strong and credible opposition parties like the SLFP and 

the Tamil United Liberation Front, which placed limits on the authority of the then dominant 

UNP. The lack of any foundation for democratic institutions in Indonesia, on the other hand, 

created a different political culture and climate. 

Under a well-established, legitimate and democratic state, Ceylon’s armed forces developed 

to become a professional military organisation. The lack of a capable state bureaucratic 

administrative structure in Indonesia opened up the way for a military intervention in politics 

(see Cottey, Edmunds & Foster, 2002). This, in turn, became the precursor for the 

establishment of Soeharto’s hard-line Orde Baru administration. No such military takeover 

would have been foreseeable in Sri Lanka. Without the unquestioning support of the military, 

even the dominance of the UNP and powerful Office of the Executive President would have 

been insufficient for the establishment of an authoritarian government. We know this 

because such an attempt was allegedly made by former president Mahinda Rajapaksa – only 

to be thwarted by a combination of the electorate and the refusal of state institutions to back 

him up in a coup after he lost the presidential election (Aneez, 2015a; SMH, 2015). 

But this is not to say that Sri Lanka’s politics is free from patrimonialism and elitism because 

democracy cannot effectively safeguard against them (You, 2016b). Indeed the country’s 

political landscape was, and to a certain extent still is, dominated by powerful dynasties like 

the Senanayakes, Bandaranaikes and Rajapaksas. In fact, after the Premadasa administration 

was brought to an abrupt end by his assassination by the LTTE, political power returned to 

the Bandaranaike family – this time under the leadership of Chandrika Kumaratunga (née 

Bandaranaike), the daughter of SWRD and Sirimavo. Sirimavo Bandaranaike once again 

returned to the prime ministership in her daughter’s cabinet. 

When Kumaratunga took office, Sri Lanka had been under the rule of the UNP for 17 years, 

during which time the progress of economic liberalisation had been slowed by the growth of 

the public sector (Indraratna, 1998; Kelegama, 2006). The Premadasa administration 

attempted to make up for the inherent weakness of the Sri Lankan state by establishing a 

strong and centralised political authority to deal with violent insurgencies. It adopted state-

led Keynesian policies to deal with the country’s worsening economic conditions and debts, 

and to make up for its weak private sector – which was adversely affected by the ongoing civil 

war (Kelegama, 2006; Dissanayake, 1994). But Keynesian economic policies were designed to 

address short-term issues. Sustainable economic growth requires improvement in the supply 
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side, namely the productivity of labour and capital. Demand side interventions are simply 

inadequate. Nonetheless, for President Kumaratunga, reverting to the economic policies of 

her mother was impractical by this stage, especially when the government was already 

preoccupied with the matter of national security. Furthermore, the collapse of the Soviet 

Union just a couple of years prior to her inauguration discredited socialist centralised 

planning. So, Kumaratunga’s administration chose to maintain the ‘liberal’ economic 

policies74 of the UNP era and focus more of its attention on dealing with insurgent groups like 

the JVP and LTTE (Dissanayake, 1994). 

Although initially adopting a conciliatory tone and participating in peaceful dialogues, 

Kumaratunga returned to her predecessors’ adversarial stance against rebel groups in Sri 

Lanka - particularly the LTTE (Kumaratunga, 2005; Weiss, 2014; Dissanayake, 1994). For this, 

the latter made assassination attempts on the president’s life, one of which only narrowly 

missed and blinded her in one eye (de Silva, 2005). Following the death of Prime Minister 

Bandaranaike (of natural causes), the UNP won a parliamentary majority under the leadership 

of Ranil Wickramasinghe. For the first time in Sri Lankan history, then, the executive president 

and prime minister belonged to opposing political parties, creating deadlocks in decision-

making particularly regarding the way to approach the LTTE. 

In February 2002 Wickramasinghe signed a permanent ceasefire agreement with the LTTE, 

hopeful that it would lead towards a peaceful end to the civil war (de Silva, 2005; Dissanayake, 

1994; Edrisinha, 2009). In December of that same year, the two sides settled on a power-

sharing arrangement in Tamil majority areas of the island during a mediation in Norway (de 

Silva, 2005; Edrisinha, 2008). But a significant section of the Sinhalese community deplored 

this approach and feared that such a conciliatory tone served to strengthen Tamil politics in 

the country, leading to an eventual break-up of the Sri Lankan state. They argue (per de Silva, 

2005, p.707): 

… the LTTE had shown no interest in anything other than a separate state despite all 

its talk, occasionally, of a federation or even a confederation. The moral of the story, 

as far as the Sri Lankan case is concerned, is that radicalization of Tamil politics makes 

the search for a negotiated settlement a much more difficult exercise than it was in 

the years before the LTTE established its dominance in Tamil politics in Sri Lanka. 

This was also the position adopted by the president herself, who judged that 

Wickramasinghe’s concession to the LTTE was unacceptable (de Silva, 2005; cf. Kumaratunga, 

2005). Consequently, Kumaratunga dissolved parliament in 2004 and called for an early 

general parliamentary election to rid her administration of Wickramasinghe’s influence. In 

this, she succeeded and the SLFP’s electoral group gained a comfortable parliamentary 

majority in the election. To replace Wickramasinghe as prime minister, she appointed a man 

who would later become her political adversary in Mahinda Rajapaksa, the son of Don Alwin 

Rajapaksa who crossed the floor of parliament fifty years prior with her father, SWRD. 

                                                           
74 ‘Liberal’ relative to the original economic policies of the SLFP (and even UNP before Jayawardene). Economic 

‘liberalism’ in Sri Lanka cannot be compared to economic liberalism in the West, especially in the English-

speaking world after Thatcher and Reagan.  
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Because the Rajapaksa family had been a loyal supporter of the Bandaranaikes, Kumaratunga 

would have felt secure in having him as a deputy. When Kumaratunga retired from politics in 

2005, she anointed Rajapaksa as her successor.75 

Rajapaksa inherited a country ravaged by civil war and devastated by the Boxing Day Tsunami 

(Constable, 2015; A Muthugala, interview) – and was determined to rebuild and unite the 

nation under his control. Following the lead of other presidents and prime ministers before 

him, Rajapaksa installed his relatives in key government positions, most notably his brother, 

Lt Col (Ret) Gotabaya Rajapaksa as defence secretary (Weiss, 2014). Gotabaya Rajapaksa 

(2014) foresaw the use of the state’s superior military organisation, rather than diplomacy, 

as the solution to the civil war and, in implementing his vision, he achieved tremendous 

success. After 26 years of civil war, the Sri Lankan army eliminated the LTTE in its entirety 

from the island in 2009. But the success came at a price. The administration came under fire 

from the international community for alleged human rights violations and breaches of 

international laws in armed conflicts. It had been slow to address the issue of displaced people 

and been accused of being careless with civilian lives throughout the war, especially in its last 

phase (Weiss, 2011). The United Nations (‘UN’) Human Rights Commission pushed for an 

independent UN led investigation into wrongdoings allegedly committed by the government 

during the war. But President Rajapaksa (2013) vehemently denied the allegations and the 

need for international investigation; thus, tensions ran high between the Rajapaksa 

administration, the international community and sections of the Tamil population. 

Nonetheless, Rajapaksa enjoyed soaring popularity with the electorate for achieving victory 

in the civil war, particularly among the Sinhalese ethnic group. He was returned to power to 

serve a second term in 2010, having campaigned on populist policies, a tough stance on 

terrorist groups and a proven track record against militants that threatened the country’s 

unity and sovereignty. Much like Jayawardene before him and similar to the actions of 

Soeharto in Indonesia, Rajapaksa utilised the public support that he enjoyed to further 

strengthen the political power held by his office. As the first leader of the SLFP who was not 

a Bandaranaike,76 Rajapaksa set on to alienate the Bandaranaike family’s matriarch, 

Kumaratunga, from the party to establish his own authority within it (see Kumaratunga, as 

quoted in Daily News, 2015, p.4). 

Furthermore, shortly after his re-election in 2010, Rajapaksa’s government passed the 

Eighteenth Amendment to the Constitution, which significantly expanded the powers of the 

Office of the Executive President. The most important parts of the amendments are as follows 

(per Sultana, 2010): 

a) The President can seek re-election any number of times; 

b) The ten-member Constitutional Council has been replaced with a five-member 

Parliamentary Council; 

                                                           
75 Neither her son, Vimukhti Kumaratunga, nor daughter, Yasodhara Walker, seem to be seriously considering 

continuing the family’s political legacy. Both are now in their mid 30s and hold British citizenships.  
76 Save for a very brief period between 1959 and 1960 after SWRD Bandaranaike was assassinated, when the 

leadership of the party briefly passed onto then Minister for Lands, Development and Agriculture, Charles 

Percival de Silva. Wijeyananda Dahanayake became caretaker prime minister. 
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c) Independent commissions are brought under the authority of the President; and, 

d) It enables the President to attend Parliament once in three months and entitles him to 

all the privileges, immunities and powers of a Member of Parliament other than the 

entitlement to vote. 

In short, according to Sultana, “[I]t is all about arming the President with absolute power”. 

Many others agree with this assessment. Fernando and Buckwalter-Polza (2010, p.118) argue, 

“The 18th Amendment [fundamentally transforms] Sri Lanka’s political system, stripping away 

the façade of democracy.” Central to their argument is the notion that term limitations and 

the separation of powers between the three arms of government are essential to a well-

functioning democratic system (Fernando & Buckwalter-Polza, 2010; Sultana, 2010; 

Wijesundara, 2010). So is the notion that too much power vested in the government is 

detrimental to democracy. 

But these conventional wisdoms are debatable. The Westminster system, on which the 

Soulbury constitution was based, inherently blurred the separation of powers between the 

legislative and executive arms (Wijesundara, 2010). This is the case generally in other 

jurisdictions that practice Westminster ‘responsible governance’ as well. Here in Australia, as 

in the UK and Canada, the federal executive government is necessarily formed by those who 

enjoy majority support in the lower house. The constitution of the State of Queensland does 

not so much as provide an upper house to impose any mechanism of checks and balances on 

the combined legislative and executive functions. In the UK, the upper house is unelected. 

Notably, there is no term limit on the executive government in any of the abovementioned 

countries, whose chief justices are appointed by the executive branch. But to argue that 

Australia, Canada, Dominion of Ceylon, the UK or the State of Queensland is not fully 

democratic is nonsensical. 

Rajapaksa may have further consolidated power in the Office of the Executive President, but 

he did not turn Sri Lanka into an outright authoritarian state. The actions of his administration 

are very mild when compared to those of Soeharto’s Orde Baru. By the mid-1990s, all political 

authorities and key economic decision making in Indonesia were centralised around 

Soeharto’s household – and the president exercised considerable control over the business 

community in part through controlling Indonesia’s peak business chamber (Habibie, 2006; 

Hartono, 2011; Hicks, 2004). 

Corruption and cronyism were centralised and institutionalised, and became an intricate part 

of the country’s economic prowess (Hicks, 2004; also Carney & Dieleman, 2011). Soeharto 

surrounded himself with ambitious Tionghoa77 business conglomerates, monitored the 

actions of Pribumi business leaders through Kadin and was able to resist the push for populist 

policies that crippled Sri Lanka’s economy under the Bandaranaike dynasty. By keeping a close 

eye on political Islam, using the military to brutally quell unrest in the regions and maintaining 

a close relationship with selected Tionghoa businessmen while at the same time imposing 

cultural repression on them as an ethnic group (e.g. Dekrit Presiden No. 14/1967), Soeharto 

                                                           
77 Indonesian citizens of Chinese descent, who make up approximately 1% of Indonesia’s population, but 

command a disproportionately larger share of the nation’s wealth.   
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was able to prevent from happening in Indonesia, the types of unrests and insurgencies that 

Sri Lanka experienced throughout the 1980s and 1990s (McDonald, 2008; Slater, 2005). As a 

result, he was able to hold on to power for 32 years, during which time he became known as 

Bapak Pembangunan Indonesia [Father of Indonesia’s Development]. 

A Return to Democracy and the Advent of Political Inclusion 

The success of Indonesia’s economy, especially in the early years of Orde Baru, depended to 

a significant degree on international trade and commodity exports (Tambunan, 2014). The oil 

crisis of the 1970s that crippled the economies of the West assisted Indonesia, as a crude oil 

producer, to stabilise and grow its economic position. But throughout Soeharto’s reign, 

income inequality worsened (Booth, 2000; Frankema & Marks, 2007), business 

competitiveness deteriorated due to conglomerate reliance on crony-capitalism (Carney & 

Dieleman, 2011) and the fruits of economic development were disproportionately allocated 

in favour of political and economic elites close to the Soeharto family (Hicks, 2004; World 

Bank, 2003). This is not to say that those on the bottom of the socio-economic ladder did not 

get any share of the national success (Booth, 2000). But it does imply that mass domestic 

consumption played only a marginal role in Indonesia’s economic growth at the time, making 

it vulnerable to volatility in the international market. 

Indeed it was because of this vulnerability that Indonesia became severely crippled by the 

1997 Asian Financial Crisis (Tambunan, 2014; Thee, 2012). The country’s economic 

fundamentals were already weakened by the mid-1980s as a result of: failing terms of trade 

due to the fall in crude oil prices, inflation caused by lax credit control and financial 

mismanagement,78 weak financial institutions, corrupt bureaucratic support for the country’s 

commercial landscape, and the government’s reluctance to float the overvalued Rupiah to 

improve export competitiveness in the global market (Boediono, 2016; Tambunan, 2014; 

Thee, 2012; World Bank, 2003). But these weaknesses were hidden behind the country’s 

impressive GDP and GDP per capita growth. Consequently, investment, much of it 

speculative, continued to flow into the country – in turn driving up growth figures even 

further, and with it, the inflation rate. It was the classic case of an economic bubble 

(Boediono, 2016; Lee, 2013; Thee, 2012). 

At the time, a similar situation was emerging in Thailand, Malaysia and other South East Asian 

economies. Thailand’s bubble burst first, in May 1997, which started a domino effect that 

created a panic throughout the region for investors who withdrew their money en masse 

(Boediono, 2016; Friedman, 1999; Tambunan, 2014). The panic hit Indonesia hard and bled 

its foreign currency reserve so much that its central bank, Bank Indonesia, was forced to float 

the Rupiah in the same year. In July 1997, the exchange rate for US$1 was around Rp2,500. 

By the beginning of 1998, it was Rp11,000 (Tambunan, 2014; also Boediono, 2016) – reflecting 

an inflationary rate of 440% within a period of six months (or 880% per annum). 

The massive rate of inflation was a significant blow to confidence in the Rupiah and 

Indonesian economy generally. The prices of imports, including many basic commodities, 

                                                           
78 Much of this is due to corruption and lending decisions being based on personal connections rather than 

creditors’ risk profiles. 
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skyrocketed. Years’ of middle-class savings were wiped off their bank accounts by inflation 

and bank closures. The problem was exacerbated yet further by the rise of violent anti-

Chinese sentiments across the Muslim-populated areas of the archipelago, which was 

aggravated by senior members of Kadin’s leadership team. This further incentivised wealthy 

and upper-middle class Tionghoa Indonesians to withdraw their assets from the country 

(Boediono, 2016). 

The government was forced to implement tough measures in exchange for an IMF bailout. 

Riots occurred in the streets of Jakarta and the president lost the support of key cabinet 

ministers, which forced him to resign (Habibie, 2006). His successor and former protégé, and 

the internationally-renowned engineer Bacharuddin Jusuf Habibie, presided over a 

constitutional reform that once again turned Indonesia into a parliamentary democracy 

(Habibie, 2006; Haris, 2014). 

The reform gave rise to a multitude of new parties in Indonesia’s political landscape including: 

Partai Kebangkitan Bangsa79 (‘PKB’), the successor of Nahdlatul Ulama; and PDI – Perjuangan 

[lit. ‘struggle’], a party founded by Megawati Soekarnoputri80 (Eklöf, 2003; Pamungkas, 2011). 

Megawati is the daughter of former President Soekarno, who had by this stage been 

posthumously declared a national hero. She held the chairmanship of the Orde Baru 

sanctioned nationalist party, PDI, in the early 1990s. But she was ousted by Soeharto loyalists, 

who feared that she could one day rise to become a symbol of dissent against the Orde Baru 

administration (Eklöf, 2003).  

Eklöf notes that there are already numerous examples in South Asia of ambitious daughters 

of charismatic former leaders being held up as beacons of hope by opponents of ruling 

regimes against incumbents. They include Benazir Bhutto, daughter of Zulfikar Ali Bhutto of 

Pakistan; Aung San Suu Kyi, daughter of Aung San of Burma; Chandrika Kumaratunga, 

daughter of SWRD and Sirimavo Bandaranaike of Sri Lanka; and Indira Gandhi, daughter of 

Jawaharal Nehru of India. Indeed, in Indonesia’s first free election since 1959, PDI - 

Perjuangan became the largest party in the new parliament. It did not, however, have enough 

seats to nominate Megawati as the next president. 

Instead, the parliament rallied behind PKB’s Abdurrahman Wahid (a.k.a. Gus Dur), a moderate 

sheikh who was an ardent champion of reform (Habibie, 2006; Kamaluddin & Alfan, 2015; 

Subianto, 2008). But in actual fact, his views, ideas and policies mattered less to the political 

elites at the time than the fact that he (1) could stand in the way of Indonesian politics being 

turned into a dynastic struggle between the still powerful Soeharto and Soekarno families and 

(2) was blind81 and perceived as incapable. The power vacuum that was left by the fall of 

                                                           
79 National Awakening Party 
80 Henceforth ‘Megawati’. This name follows an Arabic convention, which is common practice among Muslim 

Indonesians. ‘Soekarnoputri’ is not a ‘family name’ in the Western (post-Henry V) sense of the word. It literally 

translates to ‘daughter of Soekarno’. Cf. the name of King Salman bin Abdulaziz al Saud, which translates to 

Salman son of Abdulaziz of the house of Saud; and Crown Prince Mohammad bin Salman bin Abdulaziz al Saud, 

which translates to Mohammad son of Salman, son of Abdulaziz of the house of Saud. Not all Indonesian names 

follow this convention, however. E.g. Soekarno did not have a surname and the Yudhoyono family follows 

Western convention on the use of their family name. 
81 Literally; Wahid was severely visually impaired. 
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Soeharto in 1998 was quickly filled by opportunistic leaders of prominent movements, like 

then House Speaker Amien Rais and Defence Force Chief Wiranto, many of whom were cadres 

of the Orde Baru regime. They worked to oppose Soeharto at his weakest and held personal 

ambitions of their own. Wahid was to be their tool to achieve their individual goals and with 

their support, became President of the Republic. Megawati accepted, as consolation, the post 

of the Vice President of the Republic. 

But President Wahid had his own ideas. Rather than submit to being a puppet of opportunistic 

new political elites, he sought a wholesale reform of the country’s political and military 

establishments (Subianto, 2008). Wahid limited the involvement of the military in Indonesia’s 

political affairs (Kamaluddin & Alfan, 2015; Subianto, 2008). He lifted the ban on organisations 

demonised under Orde Baru such as the Freemasons. He moved to commence commercial 

relations with Israel, sought to lift the ban on Marxism-Leninism as an ideology, abolished the 

prohibition on the public display of Chinese characters, declared the Chinese New Year as an 

optional holiday to recognise the cultural prejudice against Tionghoa Indonesians during the 

Orde Baru regime, and most fatally to his career, cracked down on corrupt and incapable 

bureaucratic, military and political elites – many of whom were instrumental in putting him 

in his position in the first place (Kamaluddin & Alfan, 2015, pp.142-143; also see Haris, 2014; 

Subianto, 2008). 

Sebagai presiden yang hanya mendapatkan dukungan dari DPR, Gus Dur terlampau 

‘berani’ dan terkesan mengabaikan kekuatan politik partai selain PKB. 

[As a president who only had minority support {i.e. in terms of number of seats} in 

parliament, Gus Dur was too ‘courageous’82 and was seen to disregard the strength of 

other political parties, other than PKB.] 

For this, Wahid’s former political allies in parliament rallied to have the president impeached 

on allegations of corruption (Subianto, 2008). In July 2001 the Majelis Permusyawarahan 

Rakyat (‘MPR’; People’s Consultative Assembly)83, as the highest constitutional body in the 

land, voted to impeach Wahid and replace him with Vice President Megawati, who was by 

this stage, regarded as being a lower risk option by the country’s political elites. Megawati 

became president in July 2001 (Kamaluddin & Alfan, 2015, p.144). 

Iklim politik semasa Megawati menjadi presiden terkesan ‘adem ayem’ tanpa gejolak 

politik yang berarti, dan tidak terjadi manufer politik di antara partai pendukung 

pemerintah. Megawati dalam membentuk kabinet juga berkoalisi dengan partai-

partai lain sehingga dalam menjalankan pemerintahan dan komunikasi politik dengan 

partai lain … 

                                                           
82 Note: the direct translation of the word ‘berani’, namely ‘courageous’ or ‘brave’ fails to capture the full 

meaning of how the term is used in this passage. Given the context and the collective-patriarchal nature of 

Indonesian societies, the term ‘berani’ here is imbued with negative connotations associated with the notions 

of disobedience and offence to the established order. Cf. the positive connotation accompanying the English 

term ‘standing out’ in individualistic Anglo-Saxon societies. 
83 Comparable to the US Congress. 
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[The political dynamic during Megawati’s presidency could be regarded as being 

‘lukewarm’ without any meaningful political turmoil, and without political 

manoeuvring between parties that support the government. In putting together her 

cabinet, Megawati was able to form effective coalitions with other parties so that 

there was good communication between political parties in government…] 

Although Megawati’s administration continued some of Wahid’s reform agenda, her 

government was largely dormant and inactive, and was focused on ensuring the support of 

PDI - Perjuangan’s broad coalition. The year 2004 saw Indonesia’s first direct presidential 

election, in which Megawati lost against her former Coordinating Minister for Political and 

Security Affairs, Susilo Bambang Yudhoyono, who ran under a new party he founded, Partai 

Demokrat [Democratic Party].84 

Yudhoyono’s administration oversaw a decade of stability in Indonesia’s political and 

economic landscape. The economy recovered and business confidence returned to Indonesia 

under his leadership (Isra, 2014; Tambunan, 2014). As a former army general, Yudhoyono also 

commanded the support of the powerful military. By the end of his first term in 2009, the 

country’s stronger economic fundamentals allowed it to weather challenges posed by the 

GFC, which brought many Western economies into recession. Under Yudhoyono, (per 

Acharya, 2014): 

Indonesia had not only consolidated its democracy, but also enjoyed an average 

annual growth rate of 5.9 per cent from 2009 to 2013, tripled the average per capita 

income of its people from US$1,161 to US$3,475, and reduced its poverty rate from 

16 per cent to 11.25 per cent. In foreign policy, it revived and strengthened its 

leadership role in the Association of Southeast Asian nations (ASEAN) and earned 

global recognition as an emerging power through its engagement with the G-20 club. 

Yudhoyono’s presidency, though, was not without its vocal critics (e.g. McBeth, 2016; 

Tambunan, 2014; Sulaiman, 2014). His administration failed to substantially crackdown on 

corruption, which is rampant in Indonesia’s public service. Not only were his ministers 

indicted of serious corruption, but Yudhoyono himself and his family members stood accused 

of blatant corruption (Roberts, 2014; Sulaiman, 2014). Islamic extremism was on the rise 

during Yudhoyono’s tenure, which has consistently been soft on radical groups like Front 

Pembela Islam.85 The parliamentary wing of Partai Demokrat abstained when called on to 

defend the rights of regions to elect their own provincial governors − despite the president’s 

repeated promise to increase regional autonomy (Sulaiman, 2014). Moreover, Yudhoyono is 

often criticised for his indecision and failure to take action necessary for the welfare of the 

nation86 (McBeth, 2016). 

Nonetheless, acknowledging that he was constitutionally barred from serving a third term, 

Yudhoyono stepped down graciously following a presidential election in 2014, in which his 

                                                           
84 Not the same party as PDI or PDI – Perjuangan.  
85 Islamic Defenders Front, a hate group at war with religious tolerance, diversity and other Muslim sects. 
86 E.g. in ending the country’s wasteful fuel subsidy programme, a measure widely called on by economists and 

policy experts albeit is unpopular with motorists (see The Economist, 2015). 
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successor-to-be, former furniture exporter and Jakarta Governor Joko Widodo, defeated 

former special forces commander and Soeharto son-in-law Prabowo Subianto (BBC, 2014; 

Fasman, 2014). Burdened with immense expectations Widodo promised a ‘mental revolution’ 

centred on the notion that economic growth must benefit and be driven by people on the 

ground as opposed to elites at the top of the socio-economic order (Widodo, 2014). As the 

first Indonesian president to have never served in either the armed forces or the national 

legislature, Widodo is perceived as a breath of fresh air to the country’s political landscape 

and indeed owes his political rise to grassroots popular support (BBC, 2014; Fasman, 2014; 

Schwarz, 2016). 

As an outsider who hails from PDI - Perjuangan, however, the president continues to have 

party chairman Megawati looking over his shoulder. His inexperience and lack of military and 

political background also means that Widodo must tread carefully lest he repeats the 

mistakes that former President Wahid made at his own expense. Consequently, his 

administration has hitherto been regarded as reactive and sluggish (e.g. Human Rights Watch, 

2016; Schwarz, 2016). But at the very least, the public seems to be convinced that the 

president is committed to upholding the values of democracy and political inclusion in 

Indonesia, which has gone through a long and tumultuous period of transition from 

authoritarian rule. 

Three months after Widodo was sworn in as president, the people of Sri Lanka went to the 

polls. Incumbent Rajapaksa faced a challenge from his former health minister and close 

confidant, Maithripala Sirisena, who had the backing of opposition parties (Aneez, 2015b; 

Dominguez, 2015). It was a big gamble for Sirisena, not only because the last person to 

unsuccessfully challenge Rajapaksa ended up in jail (Burke, 2015);87 but also because this 

latest challenge threatened to split his party. This is because, although he received the 

support of the opposition UNP, Sirisena actually hails from the governing SLFP, which formally 

backed Rajapaksa. In spite of this, a large faction within the party no longer supported 

Rajapaksa because he was regarded by many as corrupt and authoritarian – including to those 

loyal to former President Kumaratunga. Faced with the suggestion that he betrayed his 

former ally and was therefore untrustworthy, Sirisena said (as translated by Aneez, 2015b): 

I came out because I could not stay anymore with a leader who had plundered the 

country, government and national wealth … Today 48 political parties and 

organisations have united as a common coalition regardless of party policies, ethnicity 

and religion to defeat Rajapaksa’s corrupt regime. 

Against the expectations of experts and political commentators, Sirisena won a resounding 

victory and became sworn in as Sri Lanka’s executive president the next day. In an 

unprecedented move, he re-appointed UNP leader Ranil Wickramasinghe as prime minister 

despite the UNP not having control of parliament.88 Sirisena vowed to reform Sri Lanka’s 

                                                           
87 i.e. civil war hero Sarath Fonseka. 
88 The Office of Prime Minister is usually reserved, under the 1978 Constitution, for the leader of the party who 

enjoys majority support in the legislature, regardless of which party supports the president or to which the 

president belongs. The last time Wickramasinghe held the post of prime minister, he did have this majority and 

served in the Kumaratunga administration. Following Sirisena’s election, Wickramasinghe led a minority 
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political and constitutional landscape, dilute the powers of the executive president, and 

become a champion of democracy, inclusion and government accountability. He promised to 

deliver the benefits of economic growth to the people in much the same way as President 

Widodo did in Indonesia (Burke, 2015; Dominguez, 2015). It was alleged that in the early hours 

after the election results were known, Rajapaksa attempted to cling onto power by urging Sri 

Lanka’s army and police chiefs to deploy security forces throughout the island and pledge 

loyalty to him – but was refused (Al Jazeera, 2015). There is uncanny similarity between this 

allegation and the one made against Prabowo Subianto in the aftermath of the 2014 

Indonesian presidential election, where he allegedly urged Yudhoyono to unconstitutionally 

extend his term while Subianto deployed all legal means possible to stop Widodo from 

becoming president. Subianto’s wishes were likewise refused. 

Also analogous to President Widodo in Indonesia, Sirisena does not come from a political 

family and was not a member of the country’s political elite prior to his accession under 

Rajapaksa. His father was a small landowner from the small village of Yagoda in Gampaha – 

and his mother worked as a school teacher. In contrast to the flamboyant and charismatic 

Rajapaksa, and again similar to Widodo (per Schwarz, 2016), Sirisena is known to be a quiet 

achiever, uncomfortable in the limelight, and someone who embodies the values of hard work 

and integrity (Burke, 2015). Unlike Rajapaksa, who was a lawyer prior to entering politics and 

speaks fluent English, Sirisena was an agriculturalist and to this day does not have working 

command of the English language.  

This is significant in Sri Lanka because command of English is one of the indicators of socio-

economic status. Fluent English speakers, who make up 10% of the country’s population, are 

usually members of the educated elite (Amerasinghe, 2009).89 Lack of English skills, on the 

other hand, is indicative of a humble background. Interestingly, Widodo’s command of the 

English language is likewise limited.90 In relation to this, the rise of both Sirisena and Widodo, 

each being a ‘man of his people’, is perceived to be a step forward in the advancement of 

political inclusion and democratic accountability, and victory for the ‘commoners’ over elite 

powerholders in their respective countries. 

Political Dynamics and Key Political Institutions in Sri Lanka and Indonesia Today 

Today, Sri Lanka and Indonesia are both open electoral democracies. The Economist 

Intelligence Unit (2016) gave them the overall Democracy Index scores of 6.42 and 7.03 out 

of 10 respectively. Their electoral processes are scored 7.83 and 7.75 out of 10 respectively. 

A great deal of hope and expectations weigh heavily on the shoulders of Presidents Sirisena 

and Widodo, who were perceived to have scored victory for the common people against their 

                                                           
government in the legislature. The UNP did, however, manage to gain majority in the subsequent parliamentary 

election. 
89 Recall my earlier observation on SWRD Bandaranaike’s exceptional command of the English language. 
90 Esp. cf. Yudhoyono and Subianto, both of whom are fluent English speakers. But English competency is not as 

much of an indicator of socio-economic status in Indonesia as it is in Sri Lanka. Indonesia (or rather the East 

Indies) was only under British rule for a very short period during the last stages of the Second World War. The 

Dutch colonised the Indonesian archipelago for much longer. Nonetheless, Dutch is not a widely spoken foreign 

tongue in Indonesia because the relationship that Dutch colonialists with native East Indian is considerably 

different from that of the British and native Ceylonese. 
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elitist and autocratic opponents in their respective elections a few years ago. Both leaders 

promise to transform the political landscapes in their respective countries towards inclusion 

and greater accountability, though both have been criticised for slow progress and inactivity 

(e.g.era, 2015; 2016; Schwarz, 2016). 

Such criticisms are not novel for governments operating in liberal democratic states under a 

presidential system, as Sri Lanka and Indonesia are today, considering the restraints imposed 

on their executive and legislative functions (Kane & Patapan, 2012; also see Fukuyama, 2014; 

Maddox, 2005). In both Sri Lanka and Indonesia, the president heads only the executive arm 

cf. the prime minister in a Westminster system, which commands both the legislature and 

executive. In addition, in Indonesia, the powers of the government are further constrained by 

the presence of an upper house. 

In Sri Lanka, the government normally has more freedom as the president and prime minister 

usually hail from the same party. The prime minister of Sri Lanka, who must also be an MP, 

commands majority support in parliament and heads the country’s unicameral legislative 

arm. But they also participate in the government’s administrative function – as do other MPs 

appointed as government ministers. As at the time of writing, Prime Minister Ranil 

Wickramasinghe has the support of the Sri Lanka Muslim Congress and the anti-Rajapaksa 

section of the SLFP’s alliance block (i.e. the United People’s Freedom Alliance, ‘UPFA’). This is 

in addition to support from his own party, the UNP. Sri Lanka’s parliament functions in a way 

that is comparable to Australia’s House of Representatives and the United Kingdom’s House 

of Commons. Indonesia’s bicameral legislature, the MPR, operates in a way comparable to 

the US Congress and, as earlier noted, is made up of the Dewan Perwakilan Rakyat and the 

Dewan Perwakilan Daerah. The two chambers form the lower and upper houses respectively. 

Sri Lanka’s highest judicial institution is the Supreme Court of Sri Lanka. Judges are appointed 

directly by the Executive President of the Republic on the advice of the Parliamentary Council. 

The task of Indonesia’s highest judicial institution is split between the Mahkamah Agung 

Republik Indonesia [Supreme Court of the Republic of Indonesia], which deals with non-

constitutional matters and the Mahkamah Konstitusi Republik Indonesia [Constitutional Court 

of the Republic of Indonesia], which deals exclusively with constitutional matters. Members 

of the judiciary are appointed on the advice of the Judicial Council, whose members are in 

turn appointed by the President of the Republic and confirmed by the MPR. 

Current Political Dynamics 

Sri Lanka’s existing constitution is based on the 1978 Constitution. This and the remnants of 

the 18th Amendment give the country’s executive function broad powers when compared to 

that of Indonesia’s – as does the fact that President Sirisena commands the support of the 

UNP, his party’s traditional rival. Although the UPFA is currently split into the Rajapaksa and 

Sirisena’s anti-Rajapaksa factions (DailyFT, 2015a), formal leadership of the SLFP and 

therefore UPFA91 rests in the hands of the president and has been the case since his victory 

over Rajapaksa in 2015. This is significant for a number of reasons, not least because the 

                                                           
91 SLFP is by far the largest party in the UPFA voting block. 
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president’s formal authority over the party was instrumental in putting to an end the notion 

than an MP from the pro-Rajapaksa faction should become leader of the opposition in 

parliament on the basis that it forms the largest opposition block. Having received written 

assurance that the UPFA does not intend to nominate its member as opposition leader, the 

House of Representatives appointed the leader of the second largest opposition block, the 

Tamil National Alliance, Rajavarontiam Sampantham, as leader of the opposition (DailyFT, 

2015b; Marasinghe, Range & Mudalige, 2015). 

By contrast, President Widodo does not command leadership of his own political party, PDI - 

Perjuangan. Chairman Megawati Soekarnoputri remains a towering figure in the party. At the 

mature age of 70, she is grooming her own daughter, PDI - Perjuangan parliamentary leader 

Puan Maharani, to succeed her as the 3rd generation patron of the Soekarno dynasty. Widodo, 

being the first Indonesian president “not to have emerged from the country’s political elite or 

to have been an army general” (Cochrane, 2014), lacks a reliable support base in the political 

elite circles or the military (cf. e.g. Yudhoyono and Megawati). Consequently, his position in 

Indonesia’s political landscape is weaker than those of his predecessors, including Wahid who 

at least had the Nahdlatul Ulama behind him. 

Because of such a vulnerable position, Widodo frequently battles accusations that he is simply 

a puppet of his more powerful patrons, whether it be Megawati (Hartcher, 2015; Kapoor & 

Thatcher, 2014; Purba, 2015) or millionaire media mogul and former Soeharto confidant 

Surya Paloh, whose own political party92 became the first after PDI - Perjuangan to support 

Widodo’s presidential bid in 2014 (Sandi & Hidayat, 2014). Evidence that critics have pointed 

to in support of this view includes the following account of PDI - Perjuangan’s national 

congress shortly after the 2014 presidential election (per Hartcher, 2015): 

As he sat in the front row, his party’s chairperson, Megawati Soekarnoputri, 

harangued him from the lectern. She said that he owed the presidency to her. She told 

him to do as he’s told: 

“It goes without saying that the president and vice president must toe the party line 

… As the ‘extended hands’ of the party, you are its functionaries. If you do not want 

to be called party functionaries, just get out!” 

Megawati’s speech won applause described by the Indonesian media as thunderous. 

And the president’s speech, which he had with him, ready to be delivered? It was not 

heard. Jokowi … was denied the opportunity to speak to his party congress … When 

reporters asked his response to Megawati’s tirade, he replied: “It was very good.” 

In addition to this and despite international pressure, the president faced accusations of not 

exercising his own discretion regarding the clemency appeal of members of the Bali Nine a 

few years ago,93 and instead followed orders from his party’s leaders – putting their wishes 

ahead of his own judgment (Fealy, 2015; Hartcher, 2015). These claims cast doubt on 

                                                           
92 Partai Nasional Demokrat [National Democratic Party]. 
93 Australian drug dealers sentence to death by firing squad in Bali. 
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Widodo’s ability to substantiate his election promises and carry on with the reforms that he 

personally wishes to see in Indonesia. 

Although President Sirisena’s formal position in Sri Lanka is stronger than Widodo’s in 

Indonesia, the former faces much of the same charges. For instance, Rajapaksa supporters 

often accuse him of merely being a puppet of former President Kumaratunga − or the more 

politically experienced Prime Minister Ranil Wickramasinghe (Mahindapala, 2014a; 2014b). 

Moreover, Sirisena is under a great deal of pressure to dilute his executive powers (Perera, 

2015) because a strong executive presidency is widely seen as dangerous in Sri Lanka 

(Wijesundara, 2010). But lessening the powers of the executive president necessarily equates 

to strengthening the position of the prime minister – and this, at the end of the day, is what 

Wickramasinghe supposedly aims to achieve from his partnership with Sirisena. 

As for the role that Kumaratunga plays in Sirisena’s administration, it directly parallels that of 

Megawati’s involvement in Widodo’s administration. The similarities between the two 

women are uncanny. Both are former presidents. Both are daughters of charismatic, populist, 

left-leaning, anti-colonialist, nationalist leaders. Both command considerable powers in their 

parties, which dominate their respective countries’ political landscape. Both are regarded as 

matriarchs of their political dynasties. Both relied on pragmatic agendas during their 

presidencies, in contrast to their fathers’ more ideological left-nationalist stance. Both had to 

battle their siblings to succeed their father’s political dynasty.94 Finally, they are even of 

comparable age.95 

As Megawati took credit for Widodo’s rise to power, so did Kumaratunga assert her critical 

role in assuring Sirisena’s victory in Sri Lanka’s 2015 presidential election, stating (as quoted 

in Daily News, 2015, p.4): 

Rajapaksa created enormous hurdles in this journey and even did not allow any SLFP 

leaders or Ministers to meet me. But as demands grew for an alternate leader I zeroed 

on Maithripala Sirisena who has a clean image among the SLFP leadership … I also got 

in touch with opposition leader Ranil Wickremansinghe (sic) and the common enemy 

brought us together. 

In summary, there are a lot of similarities between the political landscapes of Sri Lanka and 

Indonesia today, despite a divergence in their historical trajectories since independence. Both 

countries today have functioning, mature, democratic institutions. Their citizens just recently 

elected executive presidents who ran on a platform of clean governance and accountability. 

They defeated figures associated with populism and authoritarianism; and are burdened with 

heavy expectations from the populace. Optimism in both countries, however, is waning due 

to the realisation that traditional elites and the political dynasties of the Bandaranaikes’ and 

Soekarnos’ remain influential in their respective countries. President Sirisena enjoys greater 

formal authority and autonomy to rule than Widodo, but the ever-present pressure for Sri 

Lanka to return to a parliamentary system indicates that these are only temporary. 

                                                           
94 In the case of Kumaratunga, her mother as well. 
95 Kumaratunga is older by 19 months. 
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There are uncanny similarities between the political economies of Sri Lanka and Indonesia, as 

we have seen in this chapter so far. But up to here, my discussion has focused primarily on 

their modern political histories and political systems. Similarities in the two countries, 

however, extend beyond just their political dynamics and institutions. There are also 

important similarities in their economic profiles and performances to date. The next section 

of this chapter explores these aspects, which help to explain the behaviours and identities of 

commercial actors, like business interest associations, that operate in the two countries’ 

economic landscapes. 

Overview of the Economic Profiles of Sri Lanka and Indonesia 

Primary commodity production plays a critical role in the economies of Sri Lanka and 

Indonesia, led by tea, rubber and coconut in the former (CIA, 2017; M Yapa, interview; G 

Gunasekera, interview), and food crops and fossil fuels in the latter (CIA, 2017; Indonesian 

Ministry of Industry, 2010; Indonesia Investment, 2016; Tambunan, 2014). The two countries’ 

industry sectors are dominated by commodity processing, although Indonesia is fast 

expanding its industrial sector to accommodate an increasingly prominent consumer goods 

manufacturing sub-sector. Consumer goods manufacturing is more difficult to establish in Sri 

Lanka because its firms are unable to enjoy the level of economies of scale that Indonesian 

firms do − because Indonesia simply has a much larger populaXon (per A Muthugala, 

interview; G Gunasekera, interview). The largest business associations in the two countries, 

namely the CCC and Kadin, prominently feature firms in the aforementioned key sectors. 

Table 4.1: GDP Composition by Sectors, below, details the two countries’ GDP composition by 

sectors of origin (per CIA, 2017): 

GDP Composition by Sectors 

Sectors Comp in Sri Lanka Comp in Indonesia 

Agriculture 8.5% (24.8%) 13.7% (32%) 

Industry incl Mining 30.9% (25.7%) 40.3% (21%) 

Services 60.6% (45.9%) 46% (47%) 

Sri Lanka predominantly exports textiles and primary commodities to the West, with the US 

and the UK being its largest partners, purchasing over a third of the country’s exported 

products. Its imports are largely made up of production supplies like fossil fuel and machinery, 

which are mainly purchased from countries in the region like India, the United Arab Emirates 

and China. Indonesia trades mainly with regional economies in East and South East Asia, 

exporting crude oil and other primary sector produce, and importing supplies like machinery 

and refined fuel. 

Typical of developing economies in the region, the services sectors of both countries are 

relatively small compared to those in the developed world, where services commonly make 

upwards of 80% of their GDPs (CIA, 2017). Additionally, the vast bulk of the services sectors 

in Sri Lanka and Indonesia are made up of informal transactions, namely those which are not 

Table 4.1: Sri Lankan and Indonesian GDP compositions by sectors of origin (% in brackets indicate labour 

allocation by sectors).  
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recorded for taxation – and often statistical – purposes. Firms in the informal sector are not 

represented by business associations. 

Today, around 60% of Sri Lanka’s and Indonesia’s labour force participate in the informal 

economy and their working conditions are, therefore, not regulated by their governments’ 

laws on minimum wage. They are also not entitled to various other legislated benefits to 

which workers in the formal economy are entitled (Amerasinghe, 2009; 2011; ILO, 2016; 

Ministry of Finance and Planning, 2012). They do not pay income tax, but because they do not 

receive legislated government protections at work, their employment and consequently living 

conditions are precarious and vulnerable (see Standing, 2011).  

Indeed, high absolute poverty rates, which are associated with participation in the informal 

economy, remain a significant challenge in both countries – with Sri Lanka reporting 6.7% and 

Indonesia 10.9% (CIA, 2017).96 Additionally, although statistical data report unemployment 

rates in Sri Lanka and Indonesia to be only at around four to six per cent in recent times, these 

figures hide the less presentable realities of underemployment and barriers to formal labour 

participation caused by extreme poverty, lack of adequate infrastructure, geographical 

isolation97 and lack of education - among others. 

Amidst the high hope for inclusive and sustainable economic growth in Sri Lanka and 

Indonesia, present governments are working to meet challenges presented by years of 

economic mismanagement before them. This has not been easy. The Widodo administration, 

for instance, is struggling to wind down the wasteful fuel subsidy program that has kept 

Indonesia’s retail oil prices artificially low for no good reason (The Economist, 2015). The 

Sirisena administration bowed to pressure to increase public sector wages in a post-election 

move that has become a tradition in Sri Lanka’s public sector, despite protests from its peak 

employer body, the EFC (Amerasinghe, 2011; CIA, 2017; K Weerasinghe, interview). But there 

is cause for market optimism as the new governments committed to more market friendly 

economic policies and respecting private property rights. While the informal economy has 

always played a significant part in Indonesia’s and Sri Lanka’s economic history, with 

assistance from peak, industry and regional associations, the governments in both countries 

are developing initiatives to formalise their economies. In turn, they hope to improve 

personal income tax coverage and use it to invest in the welfare of their poorest citizens. 

Gross Domestic Production and Economic Growth (1945-2015) 

The GDP per capita figure of both Sri Lanka and Indonesia is approximately US$10,000 by 

purchasing power parity (‘PPP’; per World Economics, 2015; US$11,000 per CIA, 2017, which 

amounts to approx. AU$14,600).98 Their aggregate GDP figures, however, are vastly different 

due to the fact that Indonesia is simply much larger than Sri Lanka (approx. 10 times by 

population size). Indonesia’s aggregate GDP is US$2.53 trillion (World Economics, 2015; US$3 

                                                           
96 These numbers are moderate, though, when compared against the poverty rates of other South Asian 

countries like India (at 21.9%) and Bangladesh (at 31.5%). 
97 More so in Indonesia (specifically in Eastern Indonesia – East of the Wallace line) than Sri Lanka. 
98 There are two reasons for using PPP as opposed to nominal figures here. The first is that PPP data are more 

readily accessible. The second is that Indonesia’s currency fluctuated considerably during the period that I 

concentrate on in this section i.e. 1945-2015. 
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trillion per CIA, 2017) and Sri Lanka’s is US$209 billion (World Economics, 2015; US$236 billion 

per CIA, 2017). 

Despite some divergence in the two countries’ political landscapes in the 70 years between 

1945 and 2015, their economic growth paths are, and have been, very similar as evidenced in 

Figure 4.1: GDP Per Capita (PPP) of Sri Lanka and Indonesia 1945-2015 (see below). Indonesia 

grew considerably faster than Sri Lanka between the 1970s and the advent of the Asian 

Financial Crisis in 1997 because the latter was crippled by civil war up until 2009. At the 

culmination of the civil war, Sri Lanka’s growth rate improved dramatically. It is worthwhile 

to note that Sri Lanka still maintained considerable growth during and following the economic 

reforms of the Jayawardene administration, which transformed its economy from one that 

was largely centrally planned to one that is market-oriented/driven. 

Figure 4.1: Comparing the GDP per capita growth of Sri Lanka and Indonesia between 1945 and 2015. 



 

83 

 

Figure 4.2: Comparative GDP Per Capita (PPP) of Sri Lanka, Indonesia, G7 Countries and Russia 

compares the development of Sri Lanka’s and Indonesia’s GDP per capita against developed 

Western economies and Russia (i.e. representatives of the ‘first world’ and ‘second world’ 

respectively, to use Cold War terminologies). Here we see that for much of their history, 

economic growth in the two ‘third world’ countries, on a per capita basis, lag significantly 

behind those of the more developed economies, especially prior to the 1970s. However, it is 

also important to note that as a result of the populist policies of economic self-reliance and a 

much greater focus in recent times on lifting domestic consumption, downturns in the 

economic conditions of other economies only marginally affect Sri Lanka’s and Indonesia’s 

economies. The two countries’ economies continued to rally forward at the time of the GFC 

in 2008/9 - and their growth remained stable in the midst of China’s economic slowdown in 

recent years. As at 2015, aggregate GDP growth in Sri Lanka and Indonesia were at 

approximately 5%. 

Financial Services 

The quality of the financial services sector in an economy is vital to ensure its growth and 

development because investment and innovation cannot occur without adequate supply of 

capital. Banks dominate the financial services sectors of both Sri Lanka and Indonesia, with 

state-owned banks enjoying 35% and 45% market share in the two countries’ banking sectors 

respectively (EY, 2015; IMF, 2012; The Economist, 2015b). The broader financial services 

sectors in both countries are regarded as stable, although there have been concerns regarding 

lack of institutional diversity and the level of public sector involvement (see EY, 2015; Srinivas, 

2013; Vadlamani & Long, 2014). But these attributes are strongly intertwined. 

Indeed, it was noted that the high level of public ownership in Sri Lanka’s banking sector is a 

significant contributor to its overall stability (The Economist, 2015b). But it also happens to 

Figure 4.2: Comparing the GDP per capita growth of Sri Lanka and Indonesia between 1945 and 2015. 
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be detrimental to individual bank’s profitability as political considerations are being taken into 

account in lending decision making (The Economist, 2015b; Vadlamani & Long, 2014). 

Indonesian banks, however, do not face the same issues, with various reports suggesting that 

the state-owned banks are outperforming their private counterparts (EY, 2015; PwC, 2015). 

Much of the achievement of Indonesian banks generally could be attributed to optimism 

around the Indonesian economy in general, in particular regarding the potential growth in 

consumption arising from its growing middle class (Taufik, 2012). Interest in the Indonesian 

domestic market has come from overseas as well as domestic investors, which further 

contribute to the demand for banks’ financial services (EY, 2015; PwC, 2015). 

With a population of one-tenth of Indonesia’s, Sri Lanka’s economic growth has not been able 

to attract the same level of domestic and international enthusiasm. Moreover, prospective 

investors into the Sri Lankan domestic market remain concerned about its government’s 

traditionally intrusive approach to economic management. For instance, in the global 

economy where most currencies are floated in the international market, the Sri Lankan Rupee 

is still pegged to the US Dollar (at around Rs140 per US$). The Indonesian Rupiah, on the other 

hand and as noted in the earlier section of this chapter has been freely floating since the late 

1990s. The tighter grip that the Sri Lankan government has on its economy, however, has its 

benefits. For instance, expansionary fiscal policies, which tend to be popular with the 

electorate, are more effective under a fixed exchange rate than a floating exchange rate 

regime. 

To summarise, features that distinguish Sri Lanka’s and Indonesia’s financial services sectors 

arise predominantly as a result of the vast difference in the nominal size of the two countries’ 

economies. The Sri Lankan government has also traditionally taken on a more hands-on 

approach to economic management. This is partly the legacy of the left-populist politics of 

the Bandaranaike era. Comparable practices, which were observable under Soekarno, have 

been abandoned under Soeharto’s Orde Baru in Indonesia, which ruled for 32 years. 

Debt and Investment 

The combination of Sri Lanka’s burgeoning welfare state and low productive capacity 

throughout much of its existence has meant that the country has continuously struggled with 

high current account deficit. Whenever a UNP government tries to address this through 

seeking to improve market efficiency and export potential, by way of economic liberalisation, 

influx of imports consistently created the opposite effects. Sri Lanka’s current account balance 

as at 2015 stood at US$1.56 billion, a significant improvement from the US$2.79 billion figure 

quoted the year before. Its external debt stood at US$45 billion and the size of its public debt 

amounted to 75% of its GDP (CIA, 2017). World Development Indicator data on Sri Lanka’s 

historical current account balance as a percentage of GDP – available from 1975 onwards − is 

featured in Figure 4.3: Historical Current Account to GDP Percentage. 
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Figure 4.3: Historical current account to GDP ratio in Sri Lanka and Indonesia 

Current account balance in Indonesia was less of an issue during the reign of Soeharto 

because the country successfully increased its industrial and agricultural production 

specifically in order to become less reliant on the rest of the world. The above figure shows a 

large positive move in Indonesia’s current account to GDP ratio at the outset of the Asian 

Financial Crisis. This was caused by investors and lenders withdrawing cash from the country. 

Indonesia’s bumpy economic recovery until approximately between 2010 and 2015 created 

large fluctuation in its current account balance. As at 2015, its current account was in deficit, 

which amounted to US$19.56 billion. Its external debt was at US$293.2 billion and the size of 

the country’s public debt amounted to 27.7% of its GDP (CIA, 2017). 

Foreign direct investment (‘FDI’) in both Sri Lanka and Indonesia face significant hurdles 

created by complex regulatory environments, infrastructural inadequacies, scarcity of human 

capital, and legal and political uncertainties (Balamurali & Bogahawatte, 2004; EY, 2015; PwC, 

2015). Even though business associations in both countries have invested considerable 

resources to increase capital inflow, and despite the creation of special economic zones by 

their governments, many investors are waiting for more fundamental reforms and to see 

longer periods of stability and growth in the two countries’ domestic consumption. As it stood 

in 2014, the net inflow of FDI as a percentage of GDP in Sri Lanka and Indonesia stood at 1.2% 

and 3% respectively cf. Singapore at 21.9%, Hong Kong at 39.9% and India at 4.4% (World 

Bank, 2016). This indicates that the dominant players in the economies of the two countries 

are still mainly local actors. 

Conglomerate Interests 

Conglomerate businesses play a critical role in the economic landscapes of both Sri Lanka and 

Indonesia. When Sri Lanka stepped away from centralised planning and embraced market 

liberalisation in the 1970s, profitable local firms, many of which operated in the plantation 

sector, began to diversify their operations while maintaining a strong focus on their core 
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activities (Chandrasekera, 2012; Embuldeniya, 2000). This action was largely restricted to only 

very large firms because such inter-sectoral expansion requires significant investment that 

local banks were reluctant to fund due to the limited size of the Sri Lankan domestic economy 

(Chandrasekera, 2012; also per commentary by Jayawickrama, 2004). Over the years, as Sri 

Lanka continues to open its economy to the rest of the world, its domestic market experiences 

an influx of multi-national conglomerates as well, many of which look to the CCC to develop 

familiarity with the country’s legal, economic and political landscapes (B Dissanayake, 

interview; M Yapa, interview; T Godamanna, interview). 

New local conglomerate groups have also arisen in recent times during the Rajapaksa 

administration and used direct personal access to members of the political elite to advance 

their commercial interests (C Vithanage, interview; F Amerasinghe, interview). Under the 

Rajapaksas’ patronage, they secured lucrative government contracts and benefited from the 

government’s rebuilding efforts following the end of the civil war. This mirrors the 

relationships that Indonesian conglomerates enjoyed with the Orde Baru administration 

under the patronage of the Soeharto family (Carney & Dieleman, 2011; Hicks, 2004), although 

cronyism in Indonesia is much more entrenched compared to that found in Sri Lanka. 

Another interesting quirk in Indonesia’ economic landscape – which is more of a characteristic 

of South East Asian economies and absent in Sri Lanka − is the prominent role that ethnicity 

plays within it. The overwhelming majority of Indonesia’s largest conglomerate groups are 

controlled by Tionghoa Indonesians; which, as an ethnic group, also happen to be over-

represented in the country’s upper and upper-middle classes (Faisal, 2013a; 2013b; Montagu-

Pollock, 1996). This is despite the fact that Tionghoa Indonesians are estimated to make up 

only approximately 1% of the country’s population (CIA, 2017).99 For this reason, they often 

become the target of populist rhetoric, including in Pribumi-dominated Kadin (Hicks, 2004). 

Nonetheless, Tionghoa conglomerates enjoyed considerable privileges under Soeharto’s 

patronage. 

The privileged role of conglomerate interests is common in rapidly developing SPMEs like 

South Korea and Japan after the end of the Second World War. But unlike East Asian business 

groups, control over Sri Lankan and Indonesian conglomerates today is highly concentrated 

in the hands of very few powerful individuals or families with strong connections to the 

political elites (Diyanty, 2012; Diyanti, Widyawati & Husnah, 2015; Montagu-Pollock, 1996; 

Surifah, 2013; F Amerasinghe, interview). These connections are so strong that they play an 

important part in public policy and national governance – in the way, in which East Asian 

conglomerates would normally not participate.100 Chair of Bakrie Group Aburizal Bakrie, for 

example, was the Golkar Party’s presidential candidate in the 2014 presidential election. 

Gemala Group chairman Sofjan Wanandi has just recently become appointed as chief advisor 

to Vice President Jusuf Kalla. Despite the fall of Soeharto and Rajapaksa, local conglomerate 

                                                           
99 Some estimates, however, suggests that the number could be as high as about 3%, higher still in the wealthier 

sections of large cities like Jakarta and Surabaya (Roughneen, 2017). 
100 There are some exceptions, e.g. the intricate relationship between chaebols and Park Geun-hye’s government 

prior to her impeachment. 
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interests are finding alternative direct access to the political elites in their respective 

countries. 

Business Representation 

For the majority of businesses in Sri Lanka and Indonesia, however, direct access to political 

players and senior government officials is unrealistic. In order to gain access to politicians and 

government officials, they must rely on business interest associations to represent them. 

Many associations are organised based on trade sectors, although sectoral associations often 

delegate their broader representative and lobbying functions to larger peak umbrella 

associations (like they do in the West; see Barry & You, 2016). 

The roles of these organisations in the political economic developments of the two countries 

are substantial but under-appreciated because their activities do not command the level of 

attention from the public (and academia) to quite the same extent as conglomerate groups 

evidently do. This is because their important works are very often quite low-key. The EFC, for 

instance, is regularly consulted by Sri Lankan government departments regarding the 

formulation and grassroots implementation of government industrial relations and 

employment policies (K Weerasinghe, interview). Kadin was successfully and effectively used 

by Soeharto to control the risk of resistance against his regime from Pribumi businesses 

(Hicks, 2004). These activities have considerable impact on the political and economic 

developments of Sri Lanka and Indonesia but tend to be overlooked in favour of the more 

glamorous activities and roles of conglomerate groups. 

This thesis seeks to address this. In subsequent chapters, I provide a more in-depth discussion 

on these associations and their interactions with their internal and external environments. 

This is accompanied by a more comprehensive narrative on the development of business 

representative movement in the two countries in general. These details help to directly 

answer the research questions presented earlier on in this thesis, namely: why and how some 

business interest associations, like those in Sri Lanka, do things that have the effect of 

broadening political and economic participation – and conversely why and how other 

associations, like Kadin in Indonesia, do just the opposite. 

Conclusion 

Despite significant difference in the political trajectories of Sri Lanka and Indonesia between 

1945 and 2015, the two countries have arrived at a similar point in their political journey and 

economic development today. Nonetheless, the aforesaid differences did result in 

remarkable contrasts when it comes to the institutions that operate within the two countries’ 

political and economic landscapes. One of the most interesting yet under-researched of these 

are the peak business associations that represent the interests of Sri Lanka’s and Indonesia’s 

(mainly) small to medium sized enterprises – albeit only those, which operate in the formal 

economy. Where Sri Lanka’s business associations have developed inclusive political and 

economic attributes (see Moore & Hamalai, 1993), Indonesia’s largest business 

representative body is widely regarded as a rent-seeking organisation, or at least a vehicle for 

individuals whose interests are inconsistent with political and economic inclusion (see 

Hartono, 2011; Hicks, 2004; 2012). 
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This dissertation asks why – and how such differences materialise in practice. It also seeks to 

understand what effects the political and economic history of each country (which is explored 

in this chapter) has on the development of their respective business associations’ institutional 

attributes. The answer is explored, in detail, in the next three chapters.  
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Chapter Five 

Business Interest Associations in Sri Lanka 

 

Overview 

The establishment of the first island-wide business chamber in Ceylon, i.e. the CCC, was 

instigated by British plantation owners during the colonial era prior to the turn of the 20th 

Century (Jayawickrama, 2004). The process is comparable to the emergence of business 

associations in the West (see Windmuller & Gladstone, 1984) in that powerful commercial 

actors from key industries came to associate, under a single banner, for the purpose of voicing 

their collective interests and concerns to public authorities (Jayawickrama, 2004; M Yapa, 

interview; K Weerasinghe, interview). The founders of the CCC additionally sought to utilise 

the association as an institution that regulates the relationship between commercial 

establishments in the colony.  

The desire for an independent body to oversee labour and industrial relations, early in the 

new century, later resulted in the creation of the EFC − iniXally under the auspices of the CCC. 

The activities of the CCC and EFC were primarily driven, and their agenda dominated, by the 

collective interests of British commercial establishments. Eventually, however, indigenous 

businessmen (and later women) began to play a greater role in their management and 

operation (Jayawirckrama, 2004; K Weerasinghe, interview).  

But for many prominent Ceylonese business leaders, greater representation in what 

remained essentially a British-dominated chamber (i.e. the CCC) was unsatisfactory. There 

was a sense that indigenous businesses should be represented by a separate chamber body 

that is led by local Ceylonese entrepreneurs. This culminated in the formation of the Ceylon 

National Chamber of Commerce (‘CNCC’)101 just after Ceylon’s independence. A further ‘split’ 

in the CCC in 1960 resulted in the creation of the CNCI – primarily to represent the interests 

of manufacturers and sectors that benefit from high industry protection. 

The Ceylonese government instigated the creation of the FCCISL in the early 1970s. Its aim 

was to be an apex body that represents the country's various business interest associations. 

The FCCISL was meant to be a single medium of communication between the government 

and business community. But the federation project failed and instead of creating a united 

apex representative body, the FCCISL became yet another association competing for 

government influence against other associations in Sri Lanka today. 

As at the time of data collection, there were five major peak umbrella business interest 

associations representing Sri Lanka's business community at the national level (see Table 5.1: 

                                                           
101 Later NCCSL. Replacing the British designated term ‘Ceylon’ with ‘Sri Lanka’ after the country became a 

republic (Lanka being the traditional name of the island with the honorific ‘Sri’ added to it) sends a message that 

the chamber is run by and for local business interests. 
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Peak Business Associations in Sri Lanka below). These are the CCC, EFC, NCCSL, CNCI and 

FCCISL. These associations vary considerably in size, influence and resource availability. 

They also operate differently and focus on different things. Their opinions on government and 

economic policies vary quite significantly and are based on their core constituents (in this way 

they’re comparable to the associations studied in Önis & Türem, 2001). What they do have in 

common are the key attributes of an inclusive political economic institution. Sri Lankan 

business associations are incentivised to assist with formalising the labour market and 

economic transactions. They play a significant role in educating and empowering small 

businesses, women, and young entrepreneurs across the island. They are also outspoken 

supporters of broad-based political reform, transparency and government accountability. In 

other words, they promote and do things that have the effect of broadening political and 

economic participation. 

Evidence presented in this chapter suggests that peak national business interest associations 

in Ceylon and Sri Lanka embody inclusive attributes because they were able to develop, 

mature and institutionalise organically. They enjoyed neither financial, legal nor political 

support from political patrons. Neither did they become subject to interventions from the 

political elites. For Sri Lankan associations to survive, they need to continuously prove to their 

members that they are, indeed, an effective channel of communication between business and 

plantation owners, and the government. Furthermore, they also need to empower small-scale 

businesses and entrepreneurs so as to allow them to flourish in the country’s commercial 

landscape – and in turn provide greater opportunity for the associations to widen their 

membership coverage. 

This is not to say that the political and economic agenda advocated by Sri Lanka’s business 

associations are necessarily good for economic growth and development. As noted, their 

agendas vary – and associations at times push for actions that benefit only a small number of 

commercial operators to the detriment of the broader economy, such as trade protection.102 

The contribution of Sri Lanka’s business associations to sustainable economic development is 

not made through the contents of what they advocate per se - but in actions taken in pursuit 

of, and which have the effect of advancing, broader political and economic participation. Sri 

Lankan business interest associations exhibit inclusive attributes because their structures, 

members and environments incentivise them to do so; and because they were able to 

develop, mature and institutionalise organically without intervention from a repressive 

political establishment. 

I expand on the institutionalisation of Sri Lanka’s business interest associations, and how this 

impacts on their attributes, later in this chapter. For now, I wish to direct attention to the 

conception and initial development of these associations, which also play a role in shaping 

their inclusive political economic attributes. 

                                                           
102 Trade protection, by definition, benefits only the owners of inefficient firms and firms in inefficient sectors, 

which cannot compete in the international market. Trade protection, therefore, is inherently bad for an 

economy. 
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Conception and Initial Development 

Sri Lanka's oldest and largest peak business interest association, the CCC, was formed in 1839 

by British plantation owners, following the establishment of other business chambers across 

the British Empire (Jayawickrama, 2004). The process mirrors the emergence of business 

associations in the West, in that it was initiated by prominent business leaders to amplify their 

voices and provide input in policy development (see Windmuller & Gladstone, 1984). The 

chamber’s original aims were to: 

foster and protect the growing Commerce (sic) of Ceylon, by collecting and classifying 

all information bearing on its wants and interests, and obtaining by every means in its 

power the redress of acknowledged grievances and the removal of pernicious 

restrictions; to decide differences on matters of local custom and usage, and to form 

a Court (sic) of reconciliation to parties willing to abide by its decisions; to 

communicate with the Public Authorities (sic), with similar associations in other 

places, and with individuals on matters of Trade (sic); and finally by recording its 

proceedings and decisions, to form a 'code of practice,' by which the transactions of 

business may be simplified and facilitated (per Resolution passed at a General Meeting 

Held at the Corner House Prince's Street, on the 25th March, 1839, for the 

establishment of a Chamber of Commerce in the Island of Ceylon). 

Similar to other business chambers in Western colonies, membership of the CCC was initially 

restricted to firms belonging to white colonialists and, at its outset, the chamber was 

dominated by strategically important export-oriented plantations, namely the producers of 

tea, rubber and coconut (Moore & Hamalai, 1993; M Yapa, interview). Over the course of its 

history, however, the CCC broadened its membership base and expanded its operations across 

the country by creating a network of affiliates with regional and industry bodies such as the 

Tourist Hotels’ Association of Sri Lanka, the Colombo Brokers’ Association and the 

Hambantota District Chamber of Commerce, all of which operate today under the CCC’s 

patronage (Jayawickrama, 2004; M Yapa, interview; C Vithanage, interview). Again, this is 

comparable to the operational structures of peak associations in industrialised economies 

(Streeck & Schmitter, 1999). 

In 1929, in response to the growing power and influence of Ceylonese labour unions, a 

specialist industrial relations body was constituted under the auspices of the CCC 

(Amerasinghe, 1994; 2011; K Weerasinghe, interview). The primary drivers of this initiative 

were the largest and most influential members of the chamber, who also happen to be the 

largest employers in the country. These individuals and organisations felt that there needed 

to be a countervailing front to the expanding union movement from employers. The entity 

they created became known as the EFC, which has since become an independent association 

in its own right. Today, the EFC acts as a united body for all employers on the island, as far as 

labour and industrial relations are concerned. Its primary objectives are (per Hayley as quoted 

in Amerasinghe, 1994, p. 5): 
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to avoid giving cause for strikes and should they be imminent or have actually 

occurred, [to] endeavour to get hold of recognised labour leaders and their 

organisations [to] discuss grievances and adjust them. 

The EFC’s articles of association restrict its activities almost exclusively to within the realm of 

employment and industrial relations103 because (per K Weerasinghe, interview): 

at the time [that the articles of association were written], the British employers 

thought that it was best that they had a specialised agency to deal with the unions, so 

as to segregate business [matters] from the issues of unions. 

But in practice, there are limited exceptions to the rule. In recent times, for instance, the EFC 

participated in publicly campaigning against what was perceived to be the rise of elements of 

authoritarianism during the Rajapaksa regime and against what it regards as cronyism 

permeating the nation’s political landscape (F Amerasinghe, interview; K Weerasinghe, 

interview). Usually, however, the task of representing the general and non-employment 

related interest of the business community continued to rest in the hands of broad interest 

business chambers like the CCC − and firms that employ workers have the incentive to become 

members of both the EFC and at least one of Sri Lanka’s business chambers (K Weerasinghe, 

interview). 

The CNCC (now NCCSL) was set up in 1948 by indigenous Ceylonese businessmen in reaction 

to the perceived dominance of foreign interests in the CCC’s policy making. It fashions itself 

as a champion of local businesses and SMEs in contrast to the CCC, which at the time was seen 

as being representative predominantly of larger British owned firms (Jayawickrama, 2004; 

Moore & Hamalai, 1993; NCCSL, 2014). As noted, the CCC has, overtime, broadened its 

membership base and NCCSL now also welcomes multinational firms to join as members. 

Consequently today, there is an overlap in the membership bases of the two chambers. 

Another Sri Lankan national chamber was formed in 1960 and was christened the CNCI. It was 

established by local manufacturers, who perceived that the existing business chambers at the 

time failed to adequately represent their interests and voice at the national level (CNCI, 2016; 

Moore & Hamalai, 1993; Jayawickrama, 2004). The reason was that the existing chambers 

were allegedly too accepting of free-market ideals and therefore inadequately protective of 

local manufacturers, who were struggling against foreign competition in the domestic market. 

The founders of CNCI were of the opinion that the two leading chambers were in fact 'trading' 

rather than ‘broad interest’ business chambers (G Gunasekera, interview). Consequently, Sri 

Lanka needed an 'industry' chamber to counter the liberal economic policies that are 

supported by these trading chambers (A Mutugala, interview; G Gunasekera, interview; 

Jayawickrama, 2004). So they instigated the creation of the CNCI to represent firms that seek 

to push back against liberal trade and economic policies. 

By this time, a large number of smaller industry-specific and regional chambers have also 

emerged, some of which are affiliated with one or more of the abovementioned chambers, 

                                                           
103 This is similar to the way that AFEI (a.k.a. Employer First) operates in Australia (cf. say, ACCI and the Business 

Council of Australia). 
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while others remained independent. This, in addition to the four existing peak national 

business associations, create complications for the government, in that it believes the plurality 

of voices makes it difficult for decision makers to gauge the true positions of the business 

community when it comes to individual issues (Jayawickrama, 2004; C Vithanage, interview; 

F Amerasinghe, interview).  In an attempt to coordinate the voices of the various business 

interest associations and develop a clearer understanding of the wishes of the business 

community as a whole, then Trade and Commerce Minister Hugh Fernando called on the 

various associations to get together and lobby the government through a united body 

(Jayawickrama, 2004; F Amerasinghe, interview). This instigated the creation of the FCCISL in 

1973. Its aim was to be an apex body that represents the country's various business interest 

associations and a single medium of communication between the government and business 

community (F Amerasinghe, interview). The federation did not, however, live up to its name, 

and interest in the federation project quickly dissipated (Jayawickrama, 2004; Moore & 

Hamalai, 1993; A Muthugala, interview; F Amerasinghe, interview). 

The CCC decided to not participate in the project, partly due to its view that, as the largest 

and oldest business chamber, it already was and should continue to be the de facto peak 

national body through which smaller associations should communicate to the national 

government (C Vithanage, interview). The CCC already had the support of a large number of 

regional chambers and sectoral associations, and was therefore reluctant to lend support to 

the federation movement, which challenged its status. There were also internal political 

discords among associations that were to become members of the FCCISL (Moore & Hamalai, 

1993; F Amerasinghe, interview). Consequently, the project fell apart and instead of creating 

a united apex business representative body, the FCCISL became yet another association 

competing for government influence against the myriad of other associations, seeking to 

represent their constituents, in the country. As at today, the FCCISL’s membership is largely 

made up of independent regional chambers of commerce, some of whom also affiliate with 

the CCC. It has participated in activities that benefited regional businesses in the past; but the 

organisation has largely been inactive in recent years, partly because of funding issues (FCCISL, 

2015; A Mutugala, interview).104 

Peak Business Associations in Sri Lanka 

 

Peak National BIA CCC EFC NCCSL CNCI FCCISL 

Founded 1839 1929 1948 1960 1973 

Chair/President Suresh Shah 
Susantha 

Rathnayake 

Thilak 

Godamanna 

Gamini 

Gunasekera 

Sarath 

Kahapalarachchi 

Chair's Org Lion Brewery John Keels Ninehearts Union Chemical 
Sachitra 
Hospitals 

                                                           
104This was the account of A Muthugala, FCCISL’s Executive Council member and former Deputy Director. The 

federation’s latest publicly available annual report, however, noted that while it is in severe financial hardship, 

it has conducted a number of activities throughout the years in review including conducting seminars, accepting 

international trade delegations, etc (FCCISL, 2015). 
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CEO Mangala Yapa 
Kanishka 

Weerasinghe 

Bandulla 

Dissanayake 

Abeyratne 

Muthugala 
Ajith Perera 

Focus 
Trade and 

Commerce 

Industrial 

Relations 

SME 

Development 

Industry 

Protection 

Regional/SME 

Development 

 

Table 5.1: A Summary Profile of Peak National Business Interest Associations in Sri Lanka 

 

To summarise, as at the time of data collection, there were five major peak umbrella business 

interest associations representing Sri Lanka's business community at the national level (per 

Table 5.1: Peak Business Associations in Sri Lanka). These associations vary in size and revenue 

intake. The largest, by membership coverage, income and secretariat functions, is the CCC, 

which employs around 100 secretarial staff (C Vithanage, interview) and collected a gross 

revenue of Rs247 million105 in the 2014/15 financial year (CCC, 2015a).106 The largest by total 

asset is the EFC with Rs550 million (EFC, 2014).107  

These associations also differ in terms of membership focus and affiliation, but are connected 

to one another through a complex web of interrelationships. Their varied policy positions, 

which arise as a result of their historical backgrounds, add to the plurality of voices in Sri 

Lanka’s political environment. The expertise and degree of independence of their secretariat 

functions also vary considerably (F Amerasinghe, interview; M Yapa, interview), a topic which 

is covered in greater depth in the next part of this chapter. 

As alluded to earlier, there are also other associations that operate alongside the five major 

peak umbrella associations. But their focus tends to be exclusive either to a region (e.g. 

Anuradhapura District Chamber of Commerce Industry and Agriculture, Hambantota District 

Chamber of Commerce), or particular business activity or sector (e.g. the National Chamber 

of Exporters of Sri Lanka, Tourist Hotels’ Association of Sri Lanka). These organisations are 

often affiliated to one or more of the peak umbrella associations described above, which 

represent the interest of their members in matters not specifically pertaining to a region, 

activity or industry sector. Their relationships with the peak associations are covered in the 

next section. 

Institutional Works within and between Business Interest Associations 

While institutional works108 that take place within and between Sri Lanka’s business interest 

associations vary considerably and are largely driven by the interests of their most influential 

actors (or factions), none results in the development of unequivocally non-inclusive attributes 

(i.e. elitist; ‘extractive’ per Acemoğlu & Robinson, 2012; ‘exclusive’ per Carter, 2014). This is 

because there are in-built mechanisms in the structures of these organisations that serve to 

minimise the development of elitist, clientelistic and rent-seeking attributes – and indeed 

incentivise inclusion and broad-based representation. In other words, consistent with Moore 

                                                           
105US$ 1.64 million (approx.. AU$ 2.14 million). 
106For the year ended 31 March 2015. 
107US$ 3.66 million (approx. AU$ 4.78 million) as at 31 March 2014. 
108 Here defined as purposive actions aimed at creating, maintaining and changing institutions and institutional 

practices (Lawrence & Suddaby, 2006). 
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and Hamalai’s (1993) findings almost thirty years ago, the observable institutional works in Sri 

Lanka’s business interest associations, though driven by self-interest, have the result of: 

widening the scope for economic participation; giving a voice to those which are otherwise 

disenfranchised; and promoting economic and political inclusion. The development of these 

mechanisms and structures is a form of organisational response to pluralist logics (Binder, 

2007; Greenwood et al, 2011) and is attributable to the way that these associations organically 

mature since their inceptions (cf. Kadin in Indonesia – as discussed in the next chapter). This 

is the focus of this section. 

This section is split into three sub-sections. The first considers the leadings actors that drive 

Sri Lanka’s peak business associations’ activities and how they came to prominence within 

each association. In this part, I also discuss the dynamics of member-secretariat relations in 

each of the relevant associations. The second sub-section discusses the interactions between 

Sri Lanka’s various business associations, and between individual members within each 

association. It outlines the organisational responses of these associations to institutional 

complexity – which is derived from the diversity of interest and logics among their members. 

The third discusses the role played by the country’s economic elites, i.e. large local 

conglomerates, in these associations. Together, the three sub-sections narrate the way in 

which key practices are institutionalised within Sri Lanka’s business associations − which in 

turn determine their attitudes towards, and actions in support of, broadening access to 

political and economic participation in the country. 

Leading Actors and Member-secretariat Relations within Association Bodies 

The principal-agent dilemma and the resulting conflicts between key institutional actors is an 

ever-present theme in the literature on business interest associations (e.g. Olson, 1965; 

Thornthwaite & Sheldon, 2012). In various case studies, we see the way in which senior 

managers of the secretariat struggle to reconcile the interests of their members and those of 

the organisation that they lead (e.g. You & Barry, 2016). In all of the Sri Lankan associations 

observed in this study, however, principal-agent conflict seems to be satisfactorily addressed 

through convention and the use of organisational structure, which have been refined over a 

period of time since their inception. These, in turn, shape the agenda that drive the 

associations’ activities and ultimately define their institutional attributes. 

Member-secretariat Dynamics 

As per their respective articles of association, the management committee or council of each 

Sri Lankan business chamber, which is elected by members of the association at its annual 

general meeting, holds significant power in their organisation and is intimately involved in the 

day to day running of their associations. Indeed, the role of the secretariat is to take directions 

from, and be subordinated to, the chair of each chamber and its various committees. These 

committees, in turn, are made up of individual members and representatives of smaller 

industry and regional affiliates, who have been elected to participate in such committees by 

ordinary voting members (M Yapa, interview; F Amerasinghe, interview; B Dissanayake, 

interview; T Godamanna, interview; A Muthugala, interview). 
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Lobbying decisions with respect to tax and industry protection at the CCC, for instance, are 

made at its Fiscal Policy Planning Committee. Public positions regarding how to maintain the 

integrity of Sri Lanka’s democratic institutions are determined by the National Agenda 

Committee (M Yapa, interview). We see a similar structure in the NCCSL, whose key activities 

and decision making are run through its Governing Council, which “[c]omprise of individuals 

elected by the members of The (sic) National Chamber of Commerce” (NCCSL, 2014, p.35). 

The functions of its secretariat − which include dealing with administrative matters, issuing 

commercial documents like certificates of origin, disseminating information to members and 

organising events − are peripheral to key decision making (NCCSL, 2014; B Dissanayake, 

interview). The smaller size of the CNCI allows the chairman of the chamber to take an even 

more hands-on role in the day to day management of the association – so much so that he 

regularly bypasses its secretariat function altogether − like when discussing chamber matters 

directly to a member over the phone (G Gunasekera, interview). 

In stark contrast, the secretariat of the EFC is very independent of the association’s elected 

officials (A Fernando, interview; F Amerasinghe, interview; K Weerasinghe, interview). 

Although formal rules imply that the secretariat is subordinate to members who are elected 

to the management council, the reality is that unlike Sri Lanka’s chambers of commerce, the 

EFC’s elected members are reluctant to get intimately involved in the day to day running of, 

and decision making within, the association. In our interview, the EFC’s Director General, 

Kanishka Weerasinghe, noted that even: 

at the [main] policy making forum [i.e. the National Labour Advisory Council], it’s 

usually the Director Generals who speak (sic) up. And then they would say [to council 

members]: “Mr so and so, what do you have to say from your industry?” They [have 

to be] prompted; say, tell them exactly what to say! 

Subsequently, I noted, “Well, I can understand that [small members] are a bit shy in making 

their intentions and interest known,” to which he responded, “Even the bigger members are 

the same!”  

In a subsequent interview, former EFC Director General Franklyn Amerasinghe said to me: 

Let me, let me tell you how the Employers’ Federation operates … You have a council 

meeting, where all the business leaders come [i.e. active members]. Papers, 

background are presented by the secretariat and the secretariat will recommend what 

should be done next. And then the council will only discuss it and okay, if they have 

some valid concerns, those should be addressed. But finally, it’s the secretariat which 

is the voice of the federation. 

Indeed, key functions of the EFC are predominantly run through, and decision making powers 

rest largely with, the secretariat; and the supportive accounts of my three key informants on 

this matter (i.e. Kanishka Weerasinghe, Ayomi Fernando and Franklyn Amerasinghe) are 

backed up by documentations of the association’s activities (e.g. EFC, 2014; cf. CCC, 2015a; 

NCCSL, 2014; FCCISL, 2015). 
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So why is the EFC’s secretariat function uniquely powerful when it comes to performing 

institutional work in the EFC? Amerasinghe suggested that the answer lies in the intellectual 

and human resources that the EFC secretariat has at its disposal: 

[It’s about] the resources. Well, look very closely at the professional resources that 

they have – to do what they’re supposed to do. [With Sri Lanka’s business chambers], 

most of the time they get outsiders to do [the work]. You – you look at the chamber; 

how it operates. It operates through its committees, not through its secretariat … For 

example, [they don’t] have a professional − uh, competence to do in house to do a 

paper on uh, the economic situation in Sri Lanka now. 

The CCC’s Secretary General himself admitted in our interview: 

At the moment, [our research and intelligence unit is] very small. About three [people], 

and we’re trying to expand it… This is an area where – sorry − we need to do much 

more and uh, come up with [more research output] … That’s the direction that we’re 

heading towards. 

In contrast, Weerasinghe informed me, about the EFC: 

We have 24 lawyers here! We have a very strong team that allows us to advise 

companies on legal facts. In fact, our advisory role has skyrocketed in the last few 

years. [We have skills to] represent [members] in court − in the labour courts. 

What can be inferred from the evidence is that critical resource availability has a positive effect 

on the power dynamics between actors in these associations, at least as far as member-

secretariat relations are concerned. These critical resources, however, appear to be restricted 

to just skills and intellectual capital, and do not include financial resources. As highlighted by 

the table below, the EFC still relies, to a significant degree, on membership subscriptions to 

finance its day-to-day operations (K Weerasinghe, interview). It has made significant attempts 

to become more financially independent of its members through offering more selective and 

elective services (F Amerasinghe, interview; K Weerasinghe, interview) and in the process 

becoming more like a service-driven professional firm (see Sheldon & Thornthwaite, 2004; 

You, 2016a). But it is still largely dependent on members for financial resources - more so than 

comparable associations like the CCC and NCCSL. 

Member vs Secretariat Income 

    

 EFC CCC NCCSL 

Subscription fees 130.54 51.25 7.43 

(add) Secretarial fees* 0.00 13.62 1.97 

Total membership fees 130.54 64.87 9.40 

Other income** 32.55 149.60 45.73 

Membership fees over total income 80% 30% 20% 

*Secretarial fees are subscriptions paid by affiliated associations  

**Income generated by the BIA as an organisation (i.e. by the secretariat)  

  
Table 5.2: Member vs Secretariat Generated Income in the EFC, CCC and NCCSL (Rs. Million) 
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Despite the EFC’s dependence on the financial contributions of its members, however, its 

agenda is driven by the secretariat. This is not to suggest, though, that the interests of 

members are suppressed by its secretariat functions. Members may not contribute much in 

policy dialogues in the EFC, but this is not because they are prevented from doing so. Rather, 

the reason is that the motivation of the EFC’s members to join the association is driven by the 

‘logic of membership’ (per Schmitter & Streeck, 1999; i.e. to gain access to services) rather 

than the ‘logic of influence’ or ‘collective action’ (i.e. to lobby in favour of change) − which 

happen to be the primary motivator for businesses to join Sri Lanka’s chambers of commerce. 

In other words, members of the EFC today join the association to get advice and access to 

professional services, not so much to have their voices heard and influence the country’s 

industrial relations landscape. They trust the secretariat to do this as it has a better grasp of 

the topic than they do.  

Over the last few decades, the secretariat of the CCC have also been determined to attract 

top talents into the organisation (F Amerasinghe, interview; M Yapa, interview), which would 

have the effect of strengthening its position in the chamber (i.e. compared to that of its 

elected members). But Sri Lanka has been suffering from a debilitating brain-drain 

(Abeyagoonasekera, 2015; Adams, 2003), which makes talent-acquisition very challenging (M 

Yapa, interview; C Vithanage, interview). In addition, limitations around chamber financial 

resources make it difficult for it to aggressively target high-performing prospective employees 

by way of offering a generous remuneration package (F Amerasinghe, interview). This is not 

much of an issue for the EFC because its income is much more substantial, and subscription 

fees much higher, than those of the various chambers (F Amerasinghe, interview; T 

Godamanna, interview). 

The EFC also has a tiered progressive fee structure that none of the business chambers 

does.109 By having a progressive fee structure, the EFC is able to price discriminate, thus 

maximising its revenue base. Given the CCC’s flat membership fee and lack of resources 

needed to offer highly profitable elective services to individual members, its financial ability 

to attract quality talents to the secretariat function is more limited (F Amerasinghe, interview). 

In saying this, the CCC has been able to collect considerable revenue from other sources 

through capitalising on its broad coverage and long history. Today, the chamber collects a 

significant portion of its revenue from events, the rent of its tea-trading floor, certification 

services and other activities (M Yapa, interview; C Vithanage, interview; CCC, 2015a). They do 

do not amount to the level of income generated by the EFC (see Table 5.2: Member vs 

Secretariat Income above), but they are sufficient for the chamber to gradually begin 

professionalising its secretariat functions (M Yapa, interview). 

The result is that dominance over the chamber is gradually being passed onto its secretariat. 

In the CCC’s 2014/15 annual report, Chairman Suresh Shah noted: 

                                                           
109 Save for membership subsidy for micro-businesses in CNCI; though this is less about price discriminating and 

more about providing assistance to smaller firms on ‘charitable’ grounds (CNCI, 2015; Gamini Gunasekera).  
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During the previous AGM [Annual General Meeting of members], a commitment was 

made to convert the Chamber from a Chairperson driven institution to one that is 

Secretariat led… I am pleased to report that the commitment made was fulfilled with 

the passing of the necessary resolutions at an, (sic) SGM held on 26th February, 2015… 

With these changes, the Secretary general / CEO will be the “face of the Chamber” in 

the years ahead. 

In the other chambers, however, the submissiveness of the subservient secretariat heads 

seems so complete that it is evident even in their body language and choice of words 

throughout my correspondence with them. CNCI’s Secretary General Abeyratne Muthugala, 

for instance, was reluctant to speak to me freely about the chamber and referred me twice to 

Chairman Gamini Gunasekera, who authoritatively answered all my questions. Throughout 

my interview at the NCCSL with both Secretary General Bandulla Dissanayake and Chairman 

Thilak Godamanna, it was the latter who answered the majority of my questions, referring 

only to Mr Dissanayake for specific administrative information. Throughout the interview, Mr 

Dissanayake continually refer to Mr Godamanna as ‘My Chairman’ in a respectful and 

submissive manner. 

The clear supremacy of an actor within an organisation, like a business interest association, 

means that it is able to dictate the agenda that drives the actions of the said organisation (per 

Dimaggio & Powell, 1983; Fligstein, 1990; Pache & Santos, 2013). These, in turn, contribute to 

the development of their institutional attributes. But in the case of Sri Lanka’s business 

interest associations, despite the different actors and logics that lead the organisations, the 

work performed by these influential actors arrive at the same conclusion. In these 

associations, the leading actors and principal logics uniformly strive for collective goals, the 

outcome of which has the effect of promoting inclusion. 

Leading Actors 

In the EFC, the dominant logic is to secure the organisation’s long-term survival and 

profitability. This is because the secretariat functions dominate the association’s agenda. The 

career aspirations of individual members of the secretariat is pinned to the welfare of the EFC 

as an organisation. The more successful the EFC is, the larger the budget of the secretariat 

functions − and the more financial resources it has available to pay its employees’ salaries and 

bonuses. The economic welfare of an association body may not mean much for its members, 

as long as it effectively represents and delivers services to them;110 but it matters a great deal 

to the secretariat that occupies its payroll books. Given the secretariat’s dominance in the 

EFC, financial performance and sustainability is a key focus for the association. 

For this reason, revenue generation and the maintenance of a healthy bottom line are 

significant to the EFC. Studies on secretariat-driven business interest associations in the West 

suggest that many associations attempt to maximise their revenue through the provision of 

                                                           
110 Business interest associations are not-for-profit entities. While members hold equity interests, they do not 

join to make a return. Associations do not pay dividends, so there is no ‘return’ on investment as such. 
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selective and elective services111 (Sheldon & Thornthwaite, 2004; You, 2016a; You & Barry, 

2016). Although the EFC evidently seeks to do this as well, the association’s secretariat 

recognises that revenue generation through fee-for-service activities can only be 

supplementary to expanding its membership base. After all, the association still relies to a 

significant degree on membership subscription as its core revenue source, which makes up 

around 80% of its cash flow (EFC, 2014; 70% according to K Weerasinghe, interview). 

Additionally, the majority of elective and selective workplace relations services, like 

representation in industrial tribunal and legal advisory services, are inherently valuable only 

to businesses which operate in the formal sector – not those which operate in the informal 

market. While the informal sector exists only on the fringes of Western economies, it is much 

larger than the formal sector in SPMEs like Sri Lanka. 

So, maximising the EFC’s revenue base necessitates expanding its membership coverage. It 

cannot be done by simply focusing more on fee-for-service provision. But historically, the EFC 

only welcomed the largest and most privileged businesses to join as members (Amerasinghe, 

1994; K Weerasinghe, interview). Expanding membership coverage required senior 

management to abandon the policy of restricting membership to just the largest businesses 

in the country; therefore it needs to appeal to and speak up for SMEs as well. Weerasinghe 

noted that, consequently, since the 1990s: 

we have been encouraging smaller members to join... [b]ecause uh, they contribute a 

lot to this economy. Actually, 70% of the GDP is driven by SMEs in this country. Thirty 

− only 30% of what we call the formal sector represents that portion of GDP. 

Catering to SMEs encompasses more than simply accepting them into the association or even 

engaging in recruitment drives to maximise subscription income. In the absence of 

developmental assistance, small, micro and regional businesses in Sri Lanka risk having a very 

short lifespan, which translates to high membership turnover (A Fernando, interview; C 

Vithanage, interview). This is not ideal for the long-term survivability of the EFC. The reality is 

that for many Sri Lankan SMEs, especially those operating away from greater Colombo, access 

to training and development, which is needed to instil basic business skills, is difficult. 

Additionally and as earlier mentioned, Sri Lanka has been suffering from a debilitating brain-

drain for a generation. 

To address these, the EFC is committed to engaging in capacity-building initiatives both on its 

own and in partnership with external parties like the various NGOs that work on the island (A 

Fernando, interview; K Weerasinghe, interview): 

For example we send our professionals for training to the ILO campus and various 

other places, where they assimilate knowledge and immediately impart that 

knowledge [to members] … We have this thing called sustainability enterprises going 

on. It’s a mini factory improvement project. You see, so, there are lots of things that 

                                                           
111Selective services are available to members on a fee-for-service basis. Elective services are those also offered 

to non-members on a fee-for-service basis. They contrast the more traditional ‘collective’ services provided by 

membership association, which are financed entirely by membership fees and are provided for the interest of 

the membership as a whole (Olson, 1965; Sheldon, Paoletti & Nacamulli, 2009) 
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we can do and what we do in collaboration with our partners, especially the ILO, which 

is the natural partner. 

In addition, it seeks to work with the Sri Lankan government to upskill the country’s current 

and future workforce (A Fernando, interview): 

And if you look at, say, education reform or technical and vocational studies situated 

with employment, skills development ... we have a lot of collaboration [with public 

authorities]. 

With respect to capacity-building projects in regional areas, the scope of the EFC’s work is 

broad and encompasses more than professional skill-development. The association is also 

involved in educating the community about social issues like HIV and AIDS, female 

empowerment, and engaging workers with disability (EFC, 2014; A Fernando, interview; K 

Weerasinghe, interview). It reasons that addressing fundamental social issues is necessary 

groundwork for maximising the economic potential of Sri Lanka’s regions and developing its 

small businesses. The association’s public rhetoric suggests that the motivation behind its 

involvement in the said activities is altruistic. But Weerasinghe stated in our interview: 

Let me put it this way. We saw the potential of representing them as well − the small 

businesses. Because they were emerging. Earlier it was a fairly informal affair. But we 

saw fairly strong businesses coming up in the regions … So we thought, you know, 

being placed there would also help us [to expand]. 

This admission indicates that the association’s activities are consistent with its dominant logic 

and overarching strategy. The desire of the EFC’s secretariat to ensure its organisation’s long-

term survival and viability drives it to pursue a long-term strategy aimed at expanding its 

membership coverage across the country. A key focus of its initiatives is, and has been, on 

building the capacity and developing the potential of SMEs, who would then have the 

potential to later become subscription-paying members of the association. In addition to this, 

assisting SMEs is hoped to also have the effect of expanding the size of the formal labour 

market compared to that of the informal market. In turn, this would expand the market for 

the user-pay services that the EFC has on offer. In these instances, the self-centred aims of the 

EFC’s secretariat have effect of promoting economic inclusion. 

As for Sri Lanka’s chambers of commerce, organisational expansion through increasing direct 

membership coverage is not necessarily at the top of their priority – at least until very recently 

for the CCC. This is because the agendas of these chambers are driven by the interests of their 

members, who are more concerned with their own financial performance, rather than that of 

the association body. For instance and as earlier noted, none of the Sri Lankan chambers 

imposes a tiered membership fee structure, which has the potential to maximise secretariat 

revenue - because additional income through association membership expansion is not in 

their agenda. In fact, the CCC has the practice of discouraging some firms from becoming 

members, noting that the burden of high fees may be difficult for small businesses to bear. Its 

position is that the interests of small businesses are best served by sectoral, sub-sectoral and 

regional based chambers, which in turn affiliate with CCC (C Vithanage, interview), as 
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demonstrated in the following excerpt from my conversation with its Assistant Secretary 

General, Chandra Vithanage: 

KY – So how much does the chamber charge for membership – like for each member 

company? 

CV – Normal ordinary members pay Rs 75,000 per annum112… 

KY – Rs 75,000 per year is a fair bit, especially for a small to medium sized enterprises 

isn’t it? 

CV – Yes, but. But this is how it happens now Kevin. We don’t take very small timers to 

become members of the chamber. But just because they’re not members of the 

chamber, that doesn’t mean that they don’t have access to member services. They can 

always come to chamber for information, participate in chamber training program… 

[because such very] small company is involved in uh, business [association] only on 

particular sector, say only a travel agent. He may not get, you know, a lot of benefit by 

becoming a [direct] member of the chamber, so we encourage them to become a 

member of the travel agent association, which is also affiliated to the chamber. So 

more or less they get the services they want from the chamber! 

… 

Only leading companies are direct members of the chambers. All the others are 

members of [associations like] the tea traders’ associations. But they also have many 

services offered by the chamber. 

Instead of expanding its membership base and focusing on high-quality professional services 

to individual businesses (as are the emphases of the EFC’s strategy), the core focus of Sri 

Lankan business chambers, which drives their activities, is on facilitating trade, advocating the 

interest of its members to public authorities, facilitating business-to-business dialogue and 

managing relationships between players in the business community (B Dissanayake, 

interview; G Gunasekera, interview; M Yapa, interview; T Godamanna, interview). These 

activities are all aimed at directly benefitting current members rather than the chamber 

organisations (i.e. their secretariat functions). Additionally, they all happen to be collective in 

nature, meaning that they are things that no individual member can achieve on their own (see 

You, 2016a). Since the focus of these chambers reflects the interest of its members as opposed 

to a more dominant secretariat, this suggests that the key motivation of members for joining 

these association is consistent with the logic of collective influence rather than the logic of 

services (Perry, 2008), which are more applicable to members of the EFC (also see Schmitter 

& Streeck, 1999; Spooner, 2004). 

But this is not to say that increasing membership coverage is not important for Sri Lankan 

chambers. Indeed, the effectiveness and quality of the aforementioned collective services are 

improved by greater membership coverage, a fact that all major chambers recognise in our 

interviews (C Vithanage, interview; T Godamanna, interview; G Gunasekera, interview). 

                                                           
112US$500 or approx. AU$660. 
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However, the right and ability to claim representative mandate does not necessarily have to 

come from having direct members. As noted, the CCC commonly initiates the formation of 

industry-specific associations to delegate industry representation to sectoral associations so 

that the CCC could focus on representing the interest of members on matters that connect 

the business community throughout the nation (cf. delegation of representative roles among 

Australian business associations per Barry & You, 2017). 

The NCCSL and FCCISL operate in the same way. As far as these chambers are concerned, the 

rationale for expanding membership base is not to ensure the long-term viability of the 

association body, but rather as a signal of broad representative mandate. The lack of focus on 

the financial health of the association body is often detrimental to the welfare of the 

organisation (F Amerasinghe, interview; e.g. FCCISL, 2015). But as far as the leading actors in 

these chambers are concerned, having members on record is more important than having 

them pay their membership dues − the underlying logic being that representative mandate, 

and lobbying powers, comes from greater membership coverage and not so much from the 

collection of annual fees. 

Whether the aim of the dominant actors is to ensure the long-term survivability of the 

association, as in the case of the EFC, or claim broad representative mandate from the 

business community, as in the case of the various chambers of commerce, Sri Lankan business 

interest associations all have the incentive to expand and broaden their, and their affiliates’, 

representative coverage. Since the target market for association membership consists of 

predominantly SMEs that operate in the formal sector, these associations have the incentive 

to promote formalisation and broad-based inclusive economic growth. Such development is 

distinguishable from growth under ‘extractive’ conditions (per Acemoǧlu & Robinson, 2012), 

which tend to be faster and benefit only a small elite section of society (Acemoǧlu, Johnson & 

Robinson, 2005; Acemoǧlu & Robinson, 2012). The latter type has no benefit to Sri Lanka’s 

business associations because it does not profit SMEs, who are more likely to become 

association members than very large ‘elite’ businesses (F Amerasinghe, interview; M Yapa, 

interview). 

There is another reason for why Sri Lankan associations are focused on growing the nation’s 

GDP per capita by inclusive means (A Muthugala, interview; C Vithanage, interview; G 

Gunasekera, interview; M Yapa, interview; T Godamanna, interview). Inclusive growth is 

important for their members because it has the effect of increasing Sri Lankan consumers’ 

buying powers and in turn expands the domestic market for Sri Lankan businesses. This is 

good, not just for chambers’ collective goals, but also for the bottom line of their members – 

and the dominant players in these chambers, who ultimately drive their associations’ agenda. 

Remember that, at the end of the day, each chamber is run by firms. While they operate in 

the formal sector, these businesses are not at the very top of the socio-political and economic 

order. Their cashflow does not depend on government contracts, like those of well-connected 

elites, but rather comes largely from domestic demand (F Amerasinghe, interview; M Yapa, 

interview). 

But promoting inclusive growth in order to maximise domestic demand for goods and services 

is not, by necessity, the goal of a business lobby group. Business lobbies have at times been 
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shown to be more focused on regulatory capture (e.g. Barley, 2007) and distorting market 

mechanisms to their advantage (Ciscel, 1984; Galbraith, 1972). But these require the types of 

political connectedness, influence and resources that Sri Lankan chambers simply do not have 

– and if any individual member does, they are likely to not utilise these chambers for such 

purpose. They prefer to exert influence privately as individuals (F Amerasinghe, interview). 

For the small and medium sized businesses that join and actively participate in Sri Lanka’s 

business chambers, having their associations contribute to achieving inclusive and sustainable 

national economic growth is a more realistic path towards growing and sustaining their 

individual businesses. In other words, profiting from rent-seeking is not a realistic option for 

firms that actively participate in Sri Lanka’s business chambers, simply because they’re not big 

and well-connected enough. Otherwise they would have done so on their own, without 

needing to get involved in chamber activities. 

What the pursuit of inclusive economic growth translates to, in practice, include things like: 

partnering with government authorities, NGOs and the private sector to assist in 

implementing plans aimed at capacity-building for the next generation; raising the economic 

welfare of people from rural and regional areas; and developing the capacities and human  

capital of those that operate in the informal sector (A Muthugala, interview; B Dissanayake, 

interview; C Vithanage, interview; M Yapa, interview; T Godamanna, interview). A notable 

example of such initiative is the Citi-CCC Rural Economic Empowerment Programme, in which 

the CCC works alongside global giant Citi Group and the local HNB Bank to provide low-interest 

loans to micro businesses throughout the island in order to help them grow and enter the 

formal sector (DailyFT, 2016; C Vithanage, interview). Another example is the list of training, 

development and networking programs, organised by the CCC, which are targeted at SMEs 

and regional businesses. On these, the chamber’s CEO, Mangala Yapa, noted: 

So this is again kind of uh, nurturing these small and medium enterprises. Introducing 

them into uh, areas of business dynamics…. so [we are also] working on their 

compliance and also business development support, B2B meetings with them. Maybe 

they’d like to integrate together with other SMEs and maybe larger corporates and 

with buying arrangements and so forth. 

As a long-term investment, the CCC recently launched a program called the Youth Business Sri 

Lanka initiative, which aims to develop entrepreneurial skills in young people in order to help 

them excel in future commercial endeavours (Daily Mirror, 2016; C Vithanage, interview). The 

NCCSL also engages in similar activities. It regularly sends training staff to rural and regional 

communities to assist in the development of fundamental business skills, and provide 

subsidised access for SMEs to large training and networking events held in Colombo (B 

Dissanayake, interview; T Godamanna, interview). For the NCCSL, “the most important thing 

is for them to uplift their business knowledge – their and their employees’ business 

knowledge.” 

Given Sri Lanka’s proneness to natural and man-made disasters (Ministry of Disaster 

Management, 2017; Weiss, 2014), and the toll that they impose on its economy, other 

associations like the FCCISL and EFC have actively participated in disaster relief efforts to speed 

up post-disaster economic recovery. This includes the FCCISL working alongside the 
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Consortium of Humanitarian Agencies to channel funds to rural and regional areas113 that 

were affected by the 2004 Indian Ocean tsunami (A Muthugala, interview; DailyNews, 2006); 

and the EFC providing financial support to employees of members, who were affected by 

large-scale flooding in the greater Colombo114  area in 2016 (EFC, 2016; Perry, 2016). 

In addition to the aforesaid initiatives, and in pursuit of inclusive and sustainable economic 

growth, Sri Lanka’s business associations also seek to provide input on government policies 

that they believe would encourage growth and development. These include promoting 

deregulation and eliminating duplicate regulatory burdens for businesses, pushing for 

corruption eradication to be at the forefront of government agenda (M Yapa, interview); 

working to establish and formalise a tripartite framework to minimise instances of industrial 

disputes (K Weerasinghe, interview), seeking commitment to market liberalisation (M Yapa, 

interview) and at times conversely seeking commitment to counter market liberalisation in 

the interest of domestic producers (A Muthugala, interview; G Gunasekera, interview). 

Despite the public declaration made by these associations that all of the above initiatives are 

done in pursuit of lofty ideals around national interests or that their motivation are altruistic 

in nature, however, the true motivation behind these activities are inherently self-serving. 

For instance, the CCC promotes economic liberalisation, and the CNCI conversely seeks trade 

protections for domestic firms, not only because they believe that their respective approach 

is ultimately good for the economy, but predominantly because the leading voices in these 

chambers would financially benefit from the policies promoted by their respective chambers 

- due to the nature of the sectors, in which they operate (per G Gunasekera, interview). 

FCCISL’s participation in the tsunami relief effort was, at least in part, aimed at promoting the 

association to regional businesses, who are members or prospective members of its affiliates 

(A Muthugala, interview). The pursuit of lofty goals alone is unsustainable because each 

association is ultimately governed by, and depends on, self-werving members (A Muthugala, 

interview). As one interviewee (A Muthugala) noted: 

So what I’m telling you is that it is pointless to be a member [of a chamber] if we have 

no any (sic) benefit out of the chamber? Now, for example, why the members are 

getting membership of the chamber? If the member considers that, they perceive that 

it is not beneficial for them to be a member of the chamber, they do not pay their 

membership subscription! 

Regardless of who the key actors are that shape the agenda of peak national business interest 

associations in Sri Lanka, their aims appear to be ultimately self-centred − and they use these 

associations, insomuch as they can, in pursuit of their own goals. But their activities are 

constrained by the institutional boundaries of their associations. The result is that 

consequences of the pursuit of the said self-centred goals necessarily produce outcomes, 

intentionally or otherwise, which are supportive of broadening political and economic 

participation, and are therefore necessarily inclusive in nature. This means that business 

                                                           
113 The FCCISL has a network of regional chambers across Sri Lanka. 
114 Western Province. 
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interest associations’ inclusive attributes are inherent to their institutional character. These 

are further discussed below. 

Internal Dynamics among Members within and between Business Interest Associations 

A considerable challenge faced by many membership organisations, including business 

interest associations, is reconciling the interests and voices of a diverse membership. Indeed, 

institutional works performed by active members of business interest associations are often 

in pursuit of goals that are inconsistent with those of other members. Divergence of interests 

between members occur even in associations dedicated to a specific industry (Bowden, 1999; 

You & Barry, 2016), let alone one that has a broad appeal like the various chambers of 

commerce in Sri Lanka and Indonesia. While business interest associations are theoretically 

meant to represent the common interests of all its members and driven by the logic of 

collective activity (Bennett, 2000; Streeck & Schmitter, 1985; Schmitter & Streeck, 1999), the 

reality is that businesses very often want different things. For instance: those seeking to 

expand trade to international markets, like Sri Lanka’s large plantations and tourism operators, 

support liberal economic policies; those who fear competition from abroad in the domestic 

market, like chemical manufacturers on the other hand, seek industry protection which runs 

counter to liberal economic policies. 

The divide does not just fall along industry lines and with respect to attitudes regarding market 

liberalisation (versus trade protection). At times, the conflict is internally focused, e.g. 

between larger members who expect their association to perform more lobbying activities 

versus smaller members who expect more services like a business advisory phone line and 

assistance with creating various business contracts (see Perry, 2008; for case study e.g. see 

Mortimer, Bain & Bond, 2004; You, 2016; You & Barry, 2016). As in other countries (see You & 

Barry, 2016; You, 2016a), the aforesaid conflicts in Sri Lanka have prompted schisms and the 

consequent creation of new associations competing against those that are already 

established. This sub-section covers the aforesaid dynamics. 

Representatives from all of the Sri Lankan business chambers studied in this project report 

difficulties when it comes to satisfying the different interests of their broad memberships. 

They see this as a “serious challenge” (per C Vithanage, interview) because a key role that 

each of them plays in the economy is to provide a united front for their members. A member’s 

opposition to the position taken by their representative organisation serves to undermine the 

latter’s claim of broad representative mandate. In spite of this ongoing challenge, however, 

each chamber accepts that diversity in members’ interests is an unavoidable fact of business 

associations. In other words, institutional pluralism are inherent to the existence of business 

representative bodies. Consequently, they have developed a variety of organisational 

responses (Binder, 2007; Greenwood et al, 2011; also Pache & Santos, 2013) to address the 

issue through formal and informal procedural routines. 

For instance, Sri Lankan associations frequently act to facilitate direct communication 

between individual members and key public figures as opposed to standing as a medium of 

communication between its members and the government (M Yapa, interview; K 

Weerasinghe, interview; G Gunasekera, interview; A Muthugala, interview; also see FCCISL, 
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2015). An example of how this is done is by holding a broad discussion with key decision 

makers in government, in which all members are invited to participate and directly voice their 

desires and concerns. Any member who does not participate in such discussion cannot blame 

the association for not giving them the opportunity to direct their grievances to the 

government. Any outcome that is unfavourable to any particular member similarly cannot be 

blamed on the association – as it provides the avenue for that member to argue their case 

directly to government representatives in the forum.  

Giving an example of how the NCCSL approaches a proposed India-Sri Lanka Comprehensive 

Economic Partnership Agreement, CEO Bandulla Dissanayake noted: 

So we organised, uh, very good debate, here in this place, uh, at our auditorium in the 

next room. And uh, we invited the government also to come, and the minister for 

policy planning also, uh, was there … They actually gave us a very good hearing, so it 

was a very balanced discussion. People who were supporting and opposing were 

there, and even the minister himself was there with all his senior officials like the 

department of commerce, export development, bureau, etcetera. All responsible for 

trade facilitation in the country. 

It was a very good debate and we managed to communicate what the business 

community was telling, as a whole, to the government. So they − these are the 

deliberations or rather things that we want to communicate and there was a special 

way that we communicate. So this is how we – we come up with what is needed by 

the business community and we communicate like this. Like my chairman said, we take 

a lot of other discussions also. 

Recently, we had a construction industry related issues, uh – serious discussion! There 

we had all construction development authority in the country representing their case 

and we brought in all construction industry people to one floor and we had a very good 

discussion. 

This practice is consistent with the notion of addressing institutional complexity115 through 

strategic means (Greenwood et al, 2011). Specifically, the forums act to both ‘eliminate 

tensions’ derived from such complexity and, at the same time, “strive to balance the various 

institutional demands by increasing cooperativeness among [different] identities and forging 

links among them” (Greenwood et al, 2011; p. 349; Kraatz & Block, 2008; also Binder, 2007). 

They do so by providing space for competing logics to work around their differences, while 

pushing aside the voices of those who do not commit to attend the meetings. Such 

mechanism for addressing institutional plurality mirrors the experience of other associations 

in the developed world and therefore not unique to Sri Lankan business interest associations 

(e.g. see You, 2016a).  

In addition to holding these roundtable discussions, the NCCSL as well as other Sri Lankan 

chambers have developed extensive rules and conventions to address difficulties arising from 

members’ diverging interests. For the most part, their articles of association and various by-

                                                           
115 Or pluralism or diversity. 
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laws stipulate that the views of the majority be adopted, but with those holding alternative 

positions being given the opportunity to argue their points in an open members-only forum 

(e.g. Cl 38 – 45 of the Rules of the Ceylon Chamber of Commerce regarding Annual General 

Meetings). Where individual members may disagree with the overall positioning of their 

association, they are at least given procedural justice and reasoning for the position that the 

chamber has taken. This is also an attempt to balance competing demands on the part of the 

associations. 

As major nation-wide chambers, the CCC and to some extent the NCCSL also utilise their large, 

decentralised affiliate networks to address any irreconcilable differences in their members’ 

interests. Vithanage explains it thus in our interview: 

[W]e try to, you know, explain, say the hotel sector is asking for duty free [i.e. for the 

chamber to promote liberal economic policies]. [But] the garment sector is also with 

us. How can garment – garment can’t accommodate all of this! So it’s not realistic. 

But we don’t prevent them! Know what I’m saying? In addition to chamber, all these 

different sectors have their own bodies now. As doctors have their own, you know, 

doctors, nurses engineers have their own likewise. Each and every trade has their own 

traders' association. Rubber traders association, coconut traders association, tyre 

traders … So they, if they have that kind of individual cases, then they take it. But here, 

you know, we refuse their request, you know. 

The garment industry is a big industry. It brings about, you know, 15% export our 

earnings. So, you know, we see there’s justification to support or incentivise that 

sector. So we, we take up those issues, but I see if it’s very selfish – very, you know, 

industry specific, sometimes; I mean. Not – not it’s a principle but we evaluate and see 

what is, what would be the contributions of the, you know, the long-term impact of 

the, you know, the job creation and things like that. 

By encouraging its smaller affiliate bodies to promote the interests of affiliated members, 

which the chamber is unable to directly support, the CCC seeks to distinguish its broad, 

national representative mandate from the obligation to promote the interests of individual 

industries, regions and firms. Consequently, it is still able to claim broad support when it 

comes to lobbying on a few broad national issues despite its affiliates having conflicting 

positions on other issues.  

Moore and Hamalai (1993, p.1904) observed that Sri Lanka’s broad interest chambers, like the 

CCC and NCCSL: 

have been relatively quiescent in relation to economic policy and the government 

generally … [and] insofar as [Sri Lankan business interest associations] have become 

involved in open debate or confrontation with the government, the participants have 

not been the major, established, general purpose [business interest associations], but 

smaller, sometimes more ephemeral, sectoral associations concerned with relatively 

specific and secondary issues. 
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Their conclusion implies that this is a sign of weakness on the part of the associations. I argue 

to the contrary and that evidence earlier presented suggests that the mobilisation of industry 

and regional affiliates by broad interest chambers are indeed intentional and forms a 

conscious part of a broader strategy to manage different interests that the peak, broad 

interest chambers seek to represent under their one banner. The strategy is consistent with 

what Kraatz and Block’s (2008, p.259) notion of institutional ‘compartmentalisation’, in which 

an organisation “attend[s] to different institutional claims … by creating separate units and 

initiatives that demonstrate its commitment to the values and beliefs of particular 

constituencies”. Alternatively, this approach can also be characterised as a ‘structural’ (as 

opposed to strategic) response, by which “separate subunits deal with particular logics, 

essentially [through] partitioning / compartmentalizing an organization into different 

mindsets, normative orders, practices and processes (Greenwood et al, 2011; p. 354; also 

Kraatz & Block, 2008). 

Compartmentalisation works because it is much easier for industry and regional associations 

to rally their members around their typically narrower agenda than it is for broad interest 

associations to garner support around national issues. This a key strength for the CNCI  as it is 

a smaller chamber with a more specific key agenda. Although it claims to have the interest of 

the nation as a whole as its first priority, as do all other associations studied in this project, 

the chamber is clearly driven by the interests of local manufacturers,116 first and foremost, 

who seek to limit market liberalisation. This is because manufacturers founded - and form - 

the most powerful group in the association. Consequently, promoting them has become the 

cornerstone of the chamber’s activities and criterion against which the merit of competing 

arguments are internally evaluated. CNCI Chairman Gamini Gunasekera explains it thus: 

Now the concept is: Suppose you want to import my material – what I manufacture 

locally. You want [to] import the chemical that I manufacture locally. You are asking to 

remove all the duty. I am asking “No, put duty here! Protect my industry [from] 

competitors!” You are trader. You import and manufacture. But both are members of 

CNCI. But CNCI support manufacture! We are itself with the manufacturing – right? 

We explain [to] him, “Sorry we cannot support you bring your trade. You are also 

manufacture. We support you, ok?” [If they said,] “Ok, I don’t want to be.” [Then] Ok, 

you can get out from membership. 

This approach is the embodiment of Kraatz and Block’s (2008) resistance/elimination strategy 

to dealing with institutional pluralism, whereby organisational practices act as a filter to 

prevent competing logics from creating conflict in the organisation.  

Other Sri Lankan associations similarly have a set of dominant values that act as cornerstones 

to their positions, adherence to which is enforced by the entire active membership at 

committee elections, policy forums and annual general meetings (K Weerasinghe, interview; 

M Yapa, interview). But these values tend to be broader, vaguer and not as uncompromising 

as that of CNCI’s. For the CCC, for instance (as per interview with C Vithanage): 

                                                           
116 And foreign-owned manufacturing firms, which operate in Sri Lanka and seek to serve Sri Lanka’s domestic 

market. 
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[W]hat we say is, nation first. Those are the core values. Nation first, then the uh, you 

know, put national interest first, then the sectoral interests. And then, and then you 

know say, now say there’s a pretty big individual company who has, who is lobbying 

for something. But if it’s only benefiting that company, that will be the last. You know, 

business interest is the last. First were national interest, sectoral interest and uh − last 

is the individual interest. 

The interpretation of the term ‘national interest’ by the CCC usually aligns with free-market 

economic policies; but as Vithanage’s remark suggests, this position is not unnegotiable and 

largely depends on the positions of the management committee from time to time. This 

position is also mirrored in the NCCSL (B Dissanayake, interview; T Godamanna, interview).  

In a way, the CNCI behaves more similarly to small industry-specific or trade associations than 

a national, broad interest, business chamber (see Barry & You, 2007;  You & Barry, 2016; also 

Bowden, 1999; You, 2016a). This does not mean that there is no conflict of interests and ideas 

within the CNCI, however. While the filtering approach that it adopts to address diversity in 

institutional logics may mitigate some high-level conflicts, other types of conflict invariably 

remain.  

The association’s institutional make-up, however, gives it an efficient way of managing and 

mitigating risks associated with these conflicts. While the strategy of distinguishing sectoral 

and national broad-interest representation (i.e. the one pursued by CCC in the above example) 

is not available to CNCI because of its size and limited coverage, unlike its larger counterparts, 

individual members have easy, personal and direct access to its executives. The chamber 

maintains an informal open-door policy whereby all members have direct phone access to its 

chairman and other executive committee members (G Gunasekera, interview). This provides 

an avenue for any individual member to communicate their desires and grievances for the 

chamber to act on and respond to. 

Given the relatively narrow focus of the EFC on employment and industrial relations, and given 

its raison d’étre, intra-association conflicts of interest among its members are reportedly rare 

– like in the case of the CNCI. After all and as far as employment regulations are concerned, 

employers in the developing world generally want similar things: cordial relations with unions 

(assuming that they cannot be totally shut-down); labour market flexibility; improved labour 

productivity; simple, clear and easy-to-understand labour regulations; and the like. 

Furthermore, firms that join the EFC are driven by the logic of membership more so than the 

logic of collective action (Schmitter & Streeck, 1999) – meaning that firms do not so much 

look to the EFC for collective representation as they do for collective and elective services (see 

also Sheldon & Thornthwaite, 2004; You, 2016a).  

Appropriately, the EFC is run by its secretariat functions, which are well resourced in terms of 

both human and financial capital (as per its independently audited financial statements; also 

K Weerasinghe, interview; F Amerasinghe, interview). Its members treat them as an extension 

of their human resources and training departments rather than a forum for policy dialogues 

(K Weerasinghe, interview).  This is partly because even large Sri Lankan companies have 

difficulties attracting and retaining – let alone developing – technical skills in industrial 
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relations and the law.117 Consequently, they have limited capacity to contribute to policy 

debates on these highly technical matters (K Weerasinghe, interview; F Amerasinghe, 

interview).  

For this reason, conflicting interests between members rarely come to surface in the EFC – 

and when they do, they are addressed through mediation by the secretariat or by the latter 

providing an avenue for conflicting parties to have their voices heard directly by policy makers 

in an open forum (K Weerasinghe, interview; A Fernando, interview). In this way, the EFC is 

able to largely avoid intra-organisational conflicts. For its chamber counterparts, however, 

these conflicts are at times not just unavoidable but also uncontainable – despite the aforesaid 

mechanisms developed to address them. Differences in ideas and interests among members 

of a business interest association often result in a schism, where a section of association 

membership splits to form a new association to accommodate their wishes, which the original 

association is unable, or perceived to be unwilling, to accommodate (also explored in You & 

Barry, 2016). Indeed, this was the mechanism behind the creation of the NCCSL and CNCI, 

which is an example of ‘detachment’ – yet another type of associational response to 

institutional complexity/pluralism (Greenwood et al, 2011; Kraatz & Block, 2008). 

As readers would recall, the CNCI was created because Ceylonese manufacturers were 

dismayed at what they perceived to be the domination of the existing chamber (i.e. the CCC) 

by large importers and exporters, who oppose the protectionist policies of the Bandaranaike 

governments.118 Its founding members, at the time, were “small timers … [who] had to pit 

their wits against big trading organizations [in the CCC, where] … industry in Sri Lanka during 

that era was viewed with a condescending attitude” (CNCI, 2016). Despite the efforts of the 

CCC to establish the Ceylon Association of Manufacturers under its auspices, Ceylonese 

manufacturers believed that their interests and those of the CCC’s leading members were so 

irreconcilable that they needed nothing short of an independent association of their own 

(Jayawickrama, 2004; Moore & Hamalai, 1993; G Gunasekera, interview). Affiliation with the 

CCC, therefore, was unsatisfactory for them. 

Firms in Sri Lanka's manufacturing sector remain up to this day ardent supporters of 

protectionist policies and many have since joined CNCI to oppose recent efforts to lower 

international trade barriers and ease the international flow of labour across South Asia. Its 

position is that lowering trade restrictions will encourage unemployed labour from countries 

like India to overcrowd Sri Lanka's labour market and therefore pose a threat to Sri Lankan 

workers and businesses (per A Muthugala, interview): 

India is a huge country, where the population is – as far as the population is concerned, 

it is over 50 times the population of the country. More than 100 million, population is 

there. Sri Lanka, only … 20 million … India actually is almost … 1.2 billion, yes? So as far 

as unemployment population is concerned, that unemployed population is more than 

the total Sri Lankan population, right? So, it’s a huge threat to the, to the Sri Lankan 

unemployed people, no? 

                                                           
117 Refer to earlier discussion on Sri Lanka’s brain-drain. 
118 i.e. the governments of both SWRD and Sirimavo Bandaranaike. 
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And on the other hand, as far as the, the information technology is concerned, India is 

quite advanced. There are a lot of people who are quite competent in information 

technology, who are without jobs. So due to this, this reason, some chambers are not 

believe to get [free trade agreement] with India. They’re against it. But some chambers 

like the Ceylon chamber of commerce, they like it. They want to get the, the agreement 

to be effected. 

Like the CNCI, the predecessor of the NCCSL also ‘split up’ from the CCC in response to what 

was perceived to be the CCC’s underwhelming response to the plight of some of its 

constituents (Moore & Hamalai, 1993; T Godamanna, interview). At around the time of its 

creation, there was significant imbalance in the economic powers of local businesses 

compared to those of British owned firms (Amerasinghe, 2009; Jayawickrama, 2004). This was 

partly the result of imbalance in the structural and institutional support available to Ceylon’s 

businesses and entrepreneurs. For instance, the Ceylon Banking Commission Review of the 

mid 1930s finds “that there were serious shortcomings in access to credit, especially for 

Ceylonese119 entrepreneurs” (Jayawickrama, 2004, p.69). Additionally, the commercial 

banking system at the time was dominated by foreign banks which were almost exclusively 

engaged in the financing of largely foreign owned plantations and import-export businesses 

(CBSL, 1990).  

The CCC has been instrumental in promoting the development of structural and institutional 

support for Ceylon’s commercial landscape since its inception in 1839. But much of their 

efforts have been targeted in favour of British-owned firms. There was a shortage of support 

specifically for local businesses and by the mid-1940s, they grew increasingly frustrated at 

what they perceive to be the CCC’s inaction to address the issue (T Godamanna, interview; B 

Dissanayake, interview). Ceylonese businesses additionally wanted mandated “government 

preferences in relation to European firms” (Moore & Hamalai, 1993, p.1907), which did not 

sit well with the CCC. 

The CCC did eventually seek to address its local members’ grievances and even underwent a 

period of ‘Ceylonisation’, during which time “the complexion of the Chamber began to 

change” (Jayawickrama, 2004, p.70) – quite literally. Furthermore: 

Despite the formation of other chambers,120 more Ceylonese businesses joined the 

Chamber, and more eminent Ceylonese members were appointed to the Committee 

… With Ceylonese of [high] calibre in the Committee, it is not surprising that the 

eventual transition to Ceylonese leadership took place … and a greater emphasis [was 

placed] on promoting Ceylonese business[es]. 

Terence de Soysa of De Soysa & Co plantations was elected in 1959 as the first representative 

of a Ceylonese-owned firm to chair the CCC.  

The splits in the CCC in 1948 and 1960, which resulted in the founding of the CNCC and CNCI 

respectively, demonstrates another way in which peak business interest associations support 

                                                           
119 i.e. native or local, non-British. 
120 Here Jayawickrama is referring to the CNCC and subsequently CNCI. 



 

113 

 

political and economic inclusion. Splits like this are a common occurrence among business 

associations and result in increasing the plurality of voices that represent the business 

community (e.g. Mortimer, Bain & Bond, 2004; You & Barry, 2016). Plurality, in turn, begets 

inclusion (Acemoğlu & Robinson, 2012; You, 2016b). Firms and entrepreneurs, who may have 

been or felt disenfranchised by the original peak association like the CCC, subsequently have 

the option of joining its alternatives, whose views may better align with their own interests 

and values. In turn, the ‘parent’ firm is also incentivised to moderate their stance to appeal to 

a broader audience. Those who choose not to, risk mass departure and their association 

becoming defunct (as in the case of an SME trade association per C Vithanage, interview). 

Association responsiveness to membership interests and their roles in the rise to pluralistic 

advocacy provides support to the notion that business interest associations, collectively, are 

inherently inclusive institutions that represent the voices and interests of those who may 

otherwise be without representation. 

The CCC today competes for members, and in the policy arena, with the NCCSL and CNCI − 

and indirectly also with members of the FCCISL. But this competition notably takes place 

“without overt rancor” (Moore & Hamalai, 1993, p.1907; also Jayawickrama, 2004; cf. inter-

association rivalries depicted in Bowden, 1999; You & Barry, 2016). Despite competing with 

one another, the relationship between these associations is cordial (Jayawickrama, 2004; T 

Godamanna, interview; M Yapa, interview; G Gunasekera, interview) and in none of my 

interviews was there a sense of animosity between competing associations (cf. my previous 

experience in covering inter-association relationships in Australia – see You & Barry, 2016; You, 

2016). Informants aligned to the EFC did display a sense of pride in the success of their 

organisation when compared to their chamber counterparts; but this is the extent of any 

‘negative’121 feeling displayed between associations throughout my data collection. Evidence 

suggests that the cordial attitude is genuine and that the CNCC’s and CNCI’s splits from the 

CCC did not produce lasting hostility or animosity among the chamber executives and 

organisations (cf. the complete opposite in the documented cases of Australian retail and 

transport associations per Bowden, 1999; Barry & You, 2017; You & Barry, 2016). The various 

chambers commonly collaborate on development and capacity-building projects throughout 

Sri Lanka (C Vithanage, interview; M Yapa, interview; B Dissanayake, interview; T Godamanna, 

interview). There are even times when representatives of firms served in the management 

committee of both the CCC and NCCSL simultaneously − e.g. Segarajasingham Nagendra of 

Travelserv in the mid 1980s122 (Moore & Hamalai, 1993). 

Paradoxically, You and Barry (2016) argue that the split in large peak associations like the CCC 

could have contributed to warming relations between key, active members of the ‘parent’123 

and newly established associations. We note that although ideological differences between 

associations may have a negative effect on their relationships, this is moderated by market 

segmentation between them. In other words, inter-association rivalry is less intense between 

associations which target different types of members than those which seek to represent 

                                                           
121 For lack of a better term. 
122 Who subsequently served as Chairman of the CCC in 1987. 
123 Or ‘original’ for lack of a better term. 
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similar firms. When a faction of a large association splits to form another association and 

“emerge as ‘institutions in their own right,’” (Greenwood et al, 2011, p.354) in response to 

institutional complexity, their membership is likely to differ considerably to that of the parent 

association. For this reason, animosities between chamber leaders subsided and today they 

work collaboratively to advance common goals that are consistent with inclusive 

development. 

To summarise, the outcomes of institutional works within and between business associations 

in Sri Lanka are consistent with, and indeed supportive of, political and economic inclusion. 

The organisational responses of Sri Lanka’s business chambers to pluralist institutional logics 

are necessarily inclusive because any attempt to marginalise members (or a group of 

members) will simply result in their withdrawal from the association – and occasionally, the 

formation of a competing business representative body. For this reason, leading actors within 

these associations are disincentivised from using their associations to pursue non-inclusive 

goals (i.e. to rent-seek) through exercising power ‘over’ and ‘through’ their associations (see 

Fleming & Spicer, 2014). 

But Olson (1965; 1982) argues that leading actors in business associations do, on the contrary, 

have the incentive to use their associations to pursue both self-centred and non-inclusive 

goals (Unger & van Waarden, 1993). His characterisation of the way that these actors behave, 

in fact, is directly contradictory to my observation in Sri Lanka. The key difference lies in the 

nature and character of the leading actors. The dominant figures in Olson’s business 

association are the most influential industrialists that have considerable power over their 

association – perhaps due to the size of their financial contributions to the association body. 

Because the association depends so much on them for resources, they can afford to 

marginalise and lose smaller members.  

But in Sri Lanka, these economic elites do not become active in the chamber movement (or 

the EFC for that matter, as Weerasinghe noted). They certainly do not use these associations 

as tools to rent-seek. The following sub-section provides further narrative on the role of elite 

local conglomerate groups in, and their relationships with, Sri Lanka’s business interest 

associations. 

The Role of Large Indigenous Conglomerates 

Large local conglomerate groups, particularly those which are owned by a small number of 

very wealthy individuals or families, commonly support patrimonial practices and participate 

in clientelistic relationships with political leaders, with whom they engage in corrupt rent-

seeking that contribute to the concentration of economic powers and income inequality 

(Doner & Schneider, 2000; Rajakumar & Henley, 2007). While such relationships are 

observable in the developed world (e.g. Barley, 2007), they tend to be more blatant and 

rampant in developing SPMEs (Dela Rama, 2011; Rajakumar & Henley, 2007). As noted, large 

indigenous business groups that operate in SPMEs tend to favour right-wing authoritarian 

regimes (Jun, 2007; Radcliff, 2007; Riley, 2010124). The reason for this, as Gemala Group’s 

                                                           
124Southern Europe in the early 20th Century had an economy which can be regarded as still ‘developing’ (cf. 

where they are in the late 20th Century / early 21st Century). 
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Sofjan Wanandi125 noted in our interview, is because right-wing authoritarian governments, 

like Soeharto’s Orde Baru in Indonesia, are “more easy to deal with” when compared to a 

democratic government because the latter, he argues, is often too concerned with “popular 

opinion matters” and the interests of the people (i.e. as opposed to the interests of large 

businesses and business expediency). 

Consequently, local conglomerate groups in a democratic state “have to cope with so many 

things [and] this is why … decision [making tends to] be much longer”. Thus, for them, it is 

generally preferable to operate under a right-wing authoritarian regime, like the Orde Baru, 

with whom they can develop a symbiotic relationship. As earlier noted, Olson’s (1965; 1982) 

cynicism towards business interest representation is influenced by this sort of attitude from 

conglomerate groups. It also originates in the notion that large conglomerate interests, like 

Indonesia’s Gemala Group and Sri Lanka’s John Keels, have the capacity to dominate the 

agenda of business representative organisations. They can therefore use these associations as 

tools to achieve their own individual goals, potentially to the detriment of other association 

members and the public. But evidence from Sri Lanka and Indonesia suggests that the 

relationship between conglomerate groups, business interest associations and governments 

are actually more nuanced than what this picture would suggest. Below, I explore the 

relationship between these institutions in Sri Lanka, which I compare to the situation in 

Indonesia in the next chapter.  

In Sri Lanka, the scenario that Olson depicts did not materialise as a natural course of business 

associations’ development. The fact of the matter is that large and economically powerful 

conglomerate groups on the island are generally reluctant to use business associations as a 

tool to pursue their private interests.  

Large indigenous conglomerate groups play only a limited role in the establishment and 

operation of Sri Lanka’s business interest associations. While the founders of early business 

representative organisations in Ceylon were resourceful and influential enough to gain 

support for the development of their representative bodies, unlike large conglomerate groups 

in many Asian SPMEs today, the founders of these business associations were not so powerful 

as to be able to directly influence government policies on their own, individually. This, in fact, 

is the reason why they needed a platform from which to lobby for actions that serve their 

collective − and individual − interests (Jayawickrama, 2004; MacIntyre, 1991; M Yapa, 

interview; C Vithanage, interview). 

This logic rings true for the inception of subsequent national peak business associations as 

well. The CNCI, for instance, was established by large Ceylonese manufacturers to lobby 

against trade liberalisation and counter the CCC’s push for free market reforms because 

individual manufacturers’ protests are inadequate to make substantial difference. Pressures 

that they exert are simply not as powerful as a collective voice rallying under a united banner 

(G Gunasekera, interview). As noted, while the founders of associations like the CCC and CNCI 

had enough influence and resources to establish such lobby groups, they lack the direct access 

                                                           
125See Appendix B: List of Interviewees. Gemala Group is one of Indonesia’s largest conglomerate groups 

alongside Lippo, Sinar Mas, Rodamas, Media Group, etc. 
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to and influence on key decision makers that elite conglomerates commonly enjoy as 

individuals (F Amerasinghe, interview). Indeed, the most influential business figures often 

have limited need for business associations because they already have the type of access and 

influence that associations offer prospective members as one of their key selling points (C 

Vithanage, interview; F Amerasinghe, interview). 

Former EFC Secretary General Franklyn Amerasinghe126 noted with respect to large indigenous 

conglomerate groups in Sri Lanka: 

F Amerasinghe: [T]hey’re not the chamber types. You look at the chambers and see 

how many of these − so called, so called uh − you know, rich people, right? 

K You: You mean as chamber members? 

F Amerasinghe: No, in a sense, as committee. 

K You: As active members of chamber committees? 

F Amerasinghe: Yeah, yeah! 

Amerasinghe, who now sits on the board of one of the largest Sri Lankan conglomerate 

groups, suggests that although large indigenous conglomerate companies may feature on the 

roll of members of Sri Lankan business chambers – and even sit on the occasional advisory 

council to network − they rarely participate in the chambers’ day-to-day activities and key 

decision making. They don’t like to contribute their time and efforts into substantive 

association activities because, unlike other members, they do not like to use collective 

associations to pursue their interests and lobby the government. The following account from 

the CCC’s Chandra Vithanage explains why: 

Actually, some of the leading members have uh, openly you know, criticised us: “You 

are not defending our case, you are not taking our case!” And then even when it comes 

to you know I’m saying − and all you know in government prepares annual budget. For 

that we are making submissions. So then, when they’re making submissions, you know 

one individual company is asking, you know request for some due traders and then 

some industry and then duty free concession for hotel construction. We don’t take you 

know that type of very individualistic [cf. collective] role, you know, somewhat selfish 

request we don’t take. So, you know, some of those [large members] criticise us! 

The CCC’s CEO, Mangala Yapa, further supported Amerasinghe’s assertion regarding large 

conglomerate groups’ apathy in chamber activities by noting: “We don’t have humungous 

[local] companies [as active members].127 But definitely there are a few who are 

multinationals”.128 

                                                           
126 Amerasinghe also sat on various CCC committees during his tenure. 
127The CCC actually represents some very large local conglomerates as members too, like John Keels. The 

informant, in this instance, was talking in the context of the global size and outreach of some of the largest 

companies and conglomerate groups in the world (e.g. Microsoft, Berkshire Hathaway, etc.). 
128The term ‘multinational’ commonly refers to foreign firms that own foreign direct investment in Sri Lanka as 

opposed to Sri Lankan firms that operate overseas. 
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The distinction between large local and multinational conglomerates is important to note, 

here, because while the incentives of large local conglomerates to get involved in the running 

of business interest associations is limited for the aforementioned reasons, this is not the case 

for their multinational counterparts. Foreign owned firms that engage in foreign direct 

investment often have more limited access to members of the political elite than their 

indigenous counterparts. This is not necessarily true for those investing in other, much larger, 

economies, which are run by stable and often authoritarian regimes. But it does appear to be 

the case in Sri Lanka, where the domestic market is too small for many foreign-owned firms 

to invest in developing relationships with members of the political elite, and where political 

stability was lacking because of the ongoing civil war and frequent changes in government. 

Consequently, the influence of each individual multinational firm on the government is more 

limited. For this reason, many of them join and are quite active in the CCC. Among these are 

Dialog Axiata, a subsidiary of Malaysia’s Axiata; Ernst and Young, an affiliate of Britain’s EY; 

and Lion Brewery, a subsidiary of Denmark’s Carlsberg and whose CEO serves as Chair of the 

CCC (CCC, 2015a). 

As far as large and privileged local conglomerates are concerned, however, Amerasinghe 

argued that the incentives simply are not there for them to use business associations to 

pursue their aims, especially when these aims are illegitimate. This is because the most 

resourceful of these local conglomerates already have sufficient social and financial assets to 

pursue their lobbying goals on their own. They would, therefore, prefer to approach key 

decision makers as individuals rather than through an association. Furthermore, large local 

conglomerate groups vying for favourable treatments from the government prefer to work in 

the absence of public scrutiny (F Amerasinghe, interview; C Vithanage, interview) and 

consequently prefer to not engage with business interest associations in their dealings with 

political actors. The reason is that key activities of business interest associations are conducted 

in the public domain and open to public scrutiny, something that rent-seekers do not tend to 

like (Nugent and Sukiassyan, 2009; F Amerasinghe, interview; C Vithanage, interview). 

In addition to this, successful outcomes of lobbying activities, conducted through a business 

interest association, benefit (or affect) not just any individual member but most, if not all, of 

the associations’ constituents. This is true even if the efforts and resources that go into 

securing such an outcome were the contributions of a very small number of resourceful elite 

members. This is the essence of the free-rider dilemma in business associations (Olson, 1965). 

For an actor with ample resources and influence like large indigenous business conglomerates, 

this is an issue that they want, and are able to, avoid. Amerasinghe explains it thus: 

Uh, say the Chamber [of Commerce] was to ask, um, “Company A,” you know, “Give 

us a donation, which we want to give to such and such [political] party.” They [would] 

say, “Well, why should we go through the chamber? We’ll give it direct because then 

we’ll get the kudos for giving!”… So that’s how it works, you know… [T]he personal, 

uh, involvement is greater than the organisation. 

Conglomerate interests and other rent-seeking elites do not play a significant role in, and 

dominate, Sri Lanka’s business interest associations – or try use them to engage in corrupt 

transactions. Consequently, the institutional attributes of these associations are shaped by 
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the firms that benefit from inclusive politics and economic policies – rather than those that 

benefit from exclusive policies, which only serve members of the political and economic elites. 

The next section discusses how this translates to the attitudes of Sri Lanka’s business 

associations towards political and economic inclusion. 

Attitudes towards Political and Economic Inclusion 

An important key determinant of the political economic attribute of an institutional actor like 

a business association is its attitude to political and economic inclusion (see Önis & Türem, 

2001). Consequently, in order to understand how and why they develop inclusive attributes 

or otherwise, it is therefore important to understand their political consciousness.  

As stated earlier, the position of Sri Lanka’s business association vis-à-vis their national 

political landscape is unequivocal. Representatives of all Sri Lankan association interviewed 

claim that their associations are strong supporters of democratic institutions, bureaucratic 

transparency, and an end to corrupt patrimonial and clientelistic practices, which have been 

a part of Sri Lanka’s political landscape since prior to independence. Every association 

interviewed, however, maintains independence from partisan politics and claims to never 

have made financial contributions to any political party – nor have they received grants from 

political parties. Moore and Hamalai (1993) suggest that this has not always been the case 

and that the CCC and NCCSL had been traditional allies of the UNP and SLFP respectively. But 

Moore and Hamalai did conclude that political allegiances among Sri Lanka’s business interest 

associations have, over time, become much less prevalent – perhaps to the point that by the 

time of data collection for this project, records of these allegiances are forgotten remnants of 

the past. 

Despite their desire to distance themselves from partisan politics, however, all of the major 

national peak business associations clearly had misgivings about the activities of the 

Rajapaksa administration over the last decade − and indeed of the rent-seeking activities of 

business and political elites in general. They are also very uncomfortable with populist politics 

that, according to them, worsen ethnic relations in the country. The reason is that Sri Lankan 

business associations view populist government policies as distractions from what they 

perceive to be the main economic task of government, namely raising people’s standards of 

living (M Yapa, interview), which in turn expands the domestic market for the goods and 

services that their members produce. Additionally, lack of bureaucratic accountability, which 

makes it easier for large businesses to lobby the political elites for their own individual gains, 

make it harder for formal collective associations to promote the interests of their members. 

The CCC’s Secretary General, Mangala Yapa noted: 

Good governance, political stability and regulatory quality is something that uh, the 

Chamber would uh, accept as essential pre-requisite for the, for the economic policy 

to work. Otherwise uh, you can’t have transparency, free trade, or equitable 

participation. Then national integration, harmony and inclusiveness is another 

principle … The Chamber as a policy wants to make sure, as principle, that we are a 

chamber that fosters national harmony that there’s no discrimination to any of the 

members. 
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The CCC’s position in support of ‘national harmony’ is mirrored by those of other associations 

as well, which see businesses owned by different Sri Lankan ethnic groups as commonly 

belonging to one ‘nation’ (T Godamanna, interview; B Dissanayake, interview).  Social, as well 

as political and economic inclusion, is very important for members of these associations, not 

least because discord and corruption breed uncertainty and tension, which are not good for 

business enterprises. Consequently, in addition to promoting the notion of ‘national 

harmony’, they are also actively seeking to put pressure on all political parties to commit to 

political and economic inclusion through limiting corruption and political clientelism (F 

Amerasinghe, interview; K Weerasinghe, interview).  So even though all of the said 

associations insisted that they do not get involved in partisan politics, they do have strong 

views about Sri Lanka’s political landscape and actively engage in non-partisan political 

activism.  

For example, in the recent parliamentary election period in July 2015, ‘Joint Business 

Chambers’ consisting of all of the country’s major business interest associations, publicly 

endorsed (per CCC, 2015a): 

the ‘March 12th Declaration’ an initiative of PAFFREL [i.e. People’s Action for Free and 

Fair Elections] and the ‘Citizens’ Collective’, which identifies a set of minimum criteria 

that the political parties should use, in selecting candidates for all future 

elections…The ‘March 12th Movement for Clean Politics’ (M12M) is planning to launch 

a series of nation-wide activities in the future, to bring about pressure on all political 

parties to refrain from nominating candidates of disrepute whilst also creating 

awareness amongst the public on the importance of electing politicians who have not 

involved in frauds, violent activities and crimes etc. By adhering to these guidelines 

political parties will help towards creating and guaranteeing the most essential 

conducive environment for democracy, good governance, rule of law and 

transparency, to the legislature (the Parliament). 

This is not to assume, however, that Sri Lankan business associations have always enjoyed 

such freedom to engage in political activism. Under Rajapaksa’s presidency, the chambers 

were reluctant to speak up against what they perceived to be government corruption − out of 

fear for the wellbeing of individual staff and executives (C Vithanage, interview). Each major 

association quietly begrudged the erosion of democratic accountability under Rajapaksa, as 

well as lack of access to government ministers. The negative attitude towards the Rajapaksa 

administration is somewhat surprising because unlike his predecessors in the SLFP, Rajapaksa 

had actually been a champion of neo-liberal economic order, which is normally supported by 

the business community.129 Moreover, the Sri Lankan government’s victory over the LTTE 

under Rajapaksa’s leadership revitalised the country’s economy much to the benefit of its 

business owners and foreign direct investors. Rajasingham-Senanayake (2011) went so far as 

to draw parallels between Rajapaksa’s agenda to that of Soeharto’s in Indonesia in the mid-

1960s, which at the time won significant support from business leaders. 

                                                           
129 As has been the case with SLFP leadership since Kumaratunga. Kumaratunga reversed her parents’ position 

in favour of economic nationalism and protectionism, and against liberalism and free market. 
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Additionally, Rajapaksa was careful to not overtly show contempt towards business 

representative bodies, perhaps out of fear that the latter may mobilise the business 

community to overtly oppose his regime. Rajapaksa himself in fact, attended the CCC’s 175th 

year anniversary celebration in 2014 as an honorary guest, in which he reminded the business 

community of his achievements in ending the civil war, for which the business community 

should be thankful (Rajapaksa, 2014). Notwithstanding this, the broad section of the business 

community reportedly felt increasingly marginalised under his rule, with the exception of a 

select few privileged local conglomerates, the owners of which have personal relationships 

with members of Rajapaksa’s inner circle (C Vithanage, interview; F Amerasinghe, interview; 

M Yapa, interview). These are the businesses who, historically, are least likely to be actively 

involved in the management of business associations – which, after all, were created to 

represent operators that do not have direct power and influence on policy-makers. 

This is the reason for why Sri Lankan business interest associations oppose clientelistic 

practices and are strongly in favour of transparency and government accountability, attributes 

commonly associated with political inclusion (per You, 2016). Clientelism and corruption work 

against association members. They distort the nation’s commercial landscape and produce 

unfair competition against commercial players, who do not happen to be in the inner circles 

of the political elites. Incidentally, these are the very businesses that have the incentive to join 

and be active in a collective association (F Amerasinghe, interview). 

Reflecting on the 20 years of the SLFP’s domination of the presidential office under the 

Bandaranaike and Rajapaksa dynasties, Amerasinghe said to me: 

If you look at all the big companies in Sri Lanka today, apart from John Keels Holdings 

of which I’m a director, ... Aitken Spence, Bitkensberrys Corporation, Softlogic, Hayleys, 

Ummm… Morrison’s all this uh… All of them are you know, controlled by either family 

or by a single individual and these individual and families made their money in the last 

20 years. You check, check it out and see. The richest man in Sri Lanka is Dhammike 

Perera. But where was he 20 years ago? Didn’t come from background of wealth ... 

Questions can be asked as to how exactly…. 

When pressed for details, he pointed to what is apparently known to be a common practice 

by members of the political elites, which became more prominent during Rajapaksa’s regime: 

[C]ontracts have been given to friends, ... [not based on], you know, skills and 

competence! 

Indeed, under Rajapaksa’s administration, access to ministers became more difficult for 

business interest associations and commercial operators, who are not positioned within the 

Rajapaksa family’s inner circles. Furthermore, policy input from business associations were 

largely ignored (C Vithanage, interview; F Amerasinghe, interview). In the new political 

landscape after Rajapaksa’s ousting in the 2015 presidential election, on the other hand, the 

government has been much more receptive (C Vithanage, interview; M Yapa, interview; T 

Godamanna, interview). But my informants did not all agree on this point. Amerasinghe 

argued that although the current government may appear to be more accommodating to 

business chambers, the reality is that business representatives hold: 
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no influence at all [with the government] … I would ascribe it to the fact that in Sri 

Lanka, businesses never had uh, a good name. Uh − in the sense that I would say that 

uh, the man on the street, the community would think that uh, businesses exploited 

you... The attitude of politicians [is that they] never accepted the business community 

as an important partner in community progress. They say all things that seem to 

indicate that the private sector is the engine of growth, but then all their decisions are 

more to do with the uh, you know, pandering to [populism]. 

Regardless of the extent of direct influence that Sri Lankan business interest associations have 

on their government today, what is clear is that they detest political economic exclusivity, 

which limits their freedom and access to public policy makers. As a result of their institutional 

make up, historical development and recent experiences, the political values and attitudes of 

these associations are consistent with political and economic inclusion. This is because 

inclusion benefits the leading actors within them (as well as their members) as, the fact 

remains, collective associations are only needed by those business operators who do not 

already have privileged position and individual access to members of the political elite. 

Conclusion 

Sri Lanka’s business interest associations were initiated by resourceful and influential 

commercial actors. But these actors were not so powerful as to be able to individually 

influence government agenda and policies on their own. In fact, this is why they needed an 

association to amplify their collective voices and grievances in the first place. Contrary to 

Olson’s (also Larrain Aylwyn and Prüfer, 2014) depiction of business interest associations in 

the developed world, Sri Lankan associations are not dominated or driven by powerful 

indigenous conglomerate groups. 

Very powerful and influential conglomerates pay the same flat membership fee, as any other 

member, should they wish to join Sri Lanka’s business chambers. Accordingly, their influence 

on these chambers is not greater than any other individual member’s. For this reason, 

powerful conglomerate groups do not play a significant role in the day-to-day running of these 

associations. They prefer to nurture their relationships with members of the political elite as 

individuals – not through the use of a collective body.  

Sri Lanka’s business associations have the incentive to pursue inclusive political and economic 

goals. This is because political and economic inclusion, and inclusive economic development, 

benefits the leading actors within them – as well as their members generally. This is why they 

participate in capacity-building initiatives, lobby for inclusive economic growth, campaign for 

inclusive political reforms, seek to empower women and young people, and so on. I am not 

suggesting that these associations are, like civil society organisations, in any way altruistic. 

Despite their fluffy rhetoric and the fact that they are technically not-for-profit organisations, 

each association studied in this project are very well aware of the fact that they exist in the 

commercial world and represent profit-seeking enterprises. But they are incentivised to act in 

ways that produce outcomes, intentionally or otherwise, which are supportive of broadening 

political and economic participation – and this is why business interest associations in Sri 

Lanka embody inclusive attributes. 
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Chapter Six 

Business Interest Associations in Indonesia 

 

Overview 

The initial conception of business representative bodies in the Dutch East Indies mirrors that 

of the experience in Ceylon. Dutch commercial interests in the colony organised themselves 

into the Kamers van Koophandel en Nijverheid130 which was established in 1864. Its goal was 

to represent the views of predominantly Dutch, but also some Chinese, business enterprises 

in the Indonesian archipelago (Hartono, 2011; MacIntyre, 1991). Collective local Pribumi 

business representative bodies started to emerge in the 20th Century, at the time when 

resistance against colonial powers was growing. By the time Indonesia declared its 

independence in 1945, it had a collection of diverse, complex and largely uncoordinated 

business interest groups operating within the new polity (MacIntyre, 1991). 

Like the Sri Lankan government in the early 1970s, Soekarno's administration also attempted 

to coordinate and organise business representation by various means including the creation 

of centralised economic councils. The government's attempts were continuously undermined, 

however, by the creation of new and independent business associations unaffiliated with the 

centralised councils (MacIntyre, 1991; Lucas, 1997). Subsequent to his ascent to the 

presidency, Soeharto abolished his predecessor's attempts to coordinate national business 

lobby groups and instead elevated a Jakarta based association Kadin Jaya131 into Indonesia’s 

only state-sponsored business chamber, which was then renamed Kadin Indonesia in 1968 

(Hartono, 2011; MacIntyre, 1991). As a Jakarta-based association, Kadin Jaya was formed 

under the patronage of Ali Sadikin, a loyalist in Soeharto's camp. So the move to elevate the 

organisation into a national body was both strategic and political in nature on the part of 

Soeharto.132 

At the time, there were still other, smaller business representative bodies in Indonesia, though 

Kadin was to be the most prominent of these. After much lobbying from its leaders, however, 

the Orde Baru regime legislated Undang Undang No. 1/1987, which mandates that Kadin 

Indonesia officially be the only national business association to speak on behalf of the private 

sector. It was to have a privileged access to government officials and cover a wide range of 

industries across the archipelago (Kadin BSD, 2011). Over the years, Kadin developed a very 

close relationship with the Orde Baru administration. The depth of this relationship is evident 

in their various dealings. The government frequently requires, for example, that prospective 

vendors become a member of Kadin or one of its affiliates in order to qualify to bid for 

government contracts (Hartono, 2011; Hicks, 2004; Robinson, 1982; 1986). 

                                                           
130Chambers of Commerce and Industry. 
131The Great Chamber of Commerce and Industry. 
132 Later in the 1980s, however, Sadikin turned on his former political ally and became a vocal critic of the Orde 
Baru regime. 
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Nonetheless, even after all this, there were still other business associations with nation-wide 

membership coverage, which existed alongside Kadin (or only nominally under its auspices). 

The reason was partly because up until relatively recently, the law was unclear about what 

could practically be done by Kadin in pursuit of its legal monopoly status (Hicks, 2004). Among 

the aforementioned associations, Apindo quickly gained grounds on Kadin after the fall of 

Orde Baru, and is seen as a more genuine and credible voice of the private sector 

(Amerasinghe, 2013). 

Apindo’s predecessor was formed in 1952. It was then known as Badan Permusyawaratan 

Urusan Sosial Seluruh Indonesia [Consultative Body for Social Affairs for the Whole of 

Indonesia] and one of the many business representative bodies under Soekarno's 

administration – curiously, though, with a name that does not indicate that it is a collective 

association (Apindo, 2016). Apindo affiliated itself with Kadin during the reign of Orde Baru 

and still operates as one of its partners today (AHII, 2001; S Wanandi, interview). Its existence 

was not technically in breach of Undang Undang No. 1/1987 because it operates as Kadin’s 

affiliate body. But after the fall of Orde Baru, Apindo successfully distinguished itself from 

Kadin as an independent voice of the private sector without the latter’s historical baggage 

(Amerasinghe, 2013; Hicks, 2004). Apindo’s primary concern was initially to assist businesses 

improve labour productivity and develop their awareness of the importance of good HR 

practices (Mizuno, 2005). But following the fall of Orde Baru, which coincided with the 

growing strength of Indonesian trade unions, its focus shifted to dealing with the increasing 

powers of organised labour, which had hitherto been suppressed under Soeharto 

(Amerasinghe, 2013; S Wanandi, interview). 

Peak Business Associations in Indonesia 

Business Associations Kadin Apindo 

Founded 1986 1952 

Chair Rosan Roeslani Hariyadi Santoso 

Chair's Org Recapital Group Sahid Group 

CEO Rahardjo Jamtomo Agung Pambudhi 

Focus Implementing Gov’t Agenda and 

Broad Political Representation 

Industrial Relations 

Table 6.1: A Summary profile of peak national business interest associations in Indonesia today 

Apindo and Kadin are the two main peak business interest associations in Indonesia today 

(see above, Table 6.1: Peak Business Associations in Indonesia), with unequal legal status and 

perceived credibility among the business community. Many of the services and representative 

functions that they provide to their members are similar (e.g. disseminating information 

regarding new laws and executive orders), and both enjoy the support of smaller affiliates 
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such as the various regional chambers and industry groups. Whereas Kadin’s industrial 

relations focus is subordinate to its other activities, however, Apindo has elevated its industrial 

relations activities as a primary focus. Nonetheless, there is still significant overlap between 

the two organisations’ activities today. 

This chapter explores the development of rent-seeking (i.e. ‘exclusive’ or ‘extractive’) 

attributes in Indonesia’s business interest associations. While Kadin’s and its senior members’ 

underhanded activities and corrupt outlook are well documented in the literature (Faisal, 

2013a; 2013b; Hartono, 2011; Hicks, 2012), Apindo has not been scrutinised to the same 

extent. Findings presented in this chapter suggest that Apindo’s behaviours, attributes, and 

indeed institutionalisation in the post-Soeharto period are largely inclusive. Apindo’s 

attributes are, in fact, more similar to those of Sri Lanka’s business associations than Kadin’s. 

This is because present-day Apindo’s institutional development, which mainly occurred after 

the fall of Orde Baru, was ‘organic’ and not driven by a powerful external influence like that 

of the government (cf. Kadin). 

Interestingly, while Kadin continued to embody the rent-seeking and elitist attributes of an 

Olsonian association in the immediate years after the fall of Soeharto (Hicks, 2004; 2012), 

these attributes did not endure. Over the last twenty years, as the influence of the state and 

political/economic elites waned in the organisation, Kadin has gradually been transforming 

itself into a genuine business representative body. While the transformation has taken a very 

long time and is incomplete, the emergence of attributes that one would associate with an 

independent business interest representative is evident. This supports the view that Kadin’s 

non-inclusive attributes were, and are, the result of interference by the Orde Baru regime in 

its development process and institutionalisation.  

In the absence of this driving force, Kadin is incentivised to develop inclusive attributes in the 

same way that Apindo and Sri Lanka’s business interest associations have. I explore these 

further in the ensuing parts of this chapter.  

Conception and Initial Development 

The conception and initial development of business representative bodies in the Dutch East 

Indies occurred in much the same way as in Ceylon and other Asian colonies of Western 

powers. In the East Indies, influential Dutch plantation owners acted as institutional 

entrepreneurs by initiating the establishment of a chamber of commerce133 for the purpose 

of voicing their collective interests and concerns to colonial authorities (Hartono, 2011; 

MacIntyre, 1991). They also sought to utilise the chamber as an institution that regulates the 

relationship between commercial establishments in the colony. Chamber activities were 

driven by the interests of Dutch colonialists and, to a lesser extent, Chinese traders who 

settled in the colony. 

Pribumi-led business associations started to emerge in the 20th Century. Unlike in Ceylon, 

indigenous entrepreneurs had always been marginalised by Western colonialists and Chinese 

trading establishments – and so there was no opportunity for Pribumi businessmen to 

                                                           
133 i.e. the Kamers van Koophandel en Nijverheid. 
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participate in the Kamers van Koophandel en Nijverheid. By the time Indonesia declared its 

independence in 1945, it had a collection of diverse, complex and largely uncoordinated 

Pribumi business interest groups operating within the new polity (MacIntyre, 1991). Dutch 

colonial institutions were, by this time, no longer active because the Japanese expelled the 

Dutch from the Indonesian archipelago during the Second World War. So the business 

associations that operated in Indonesia, at this time, resemble Ceylon’s indigenous-led 

‘national’ chambers, like the CNCC and CNCI – more so than the CCC. 

But the most notable divergence in the trajectory of Indonesia’s business interest 

associations’ institutional development from that of Ceylon’s, occurred with the imposition of 

state corporatist order under Soeharto’s Orde Baru. Soekarno’s administration did attempt to 

coordinate the voices of business interests and absorb them into its Dewan Ekonomi Indonesia 

Pusat [Central Indonesian Economic Council] (Hartono, 2011; MacIntyre, 1991; Mizuno, 

2005). But like Hugh Fernando’s effort to establish the FCCISL in Sri Lanka, the attempt failed. 

The government’s initiative was continuously undermined by the creation of new and 

independent business associations unaffiliated with the centralised councils (MacIntyre, 

1991; Lucas, 1997).  

The Orde Baru regime, however, took matters a step further by dissolving all previous 

attempts at coordinating Indonesia’s business interests and replacing them with Kadin. 

Furthermore, Undang Undang No. 1/1987 banned the establishment of other peak, national, 

business associations. At the time, Robinson (1988, p.70) predicted that as a result of this 

piece of legislation, Kadin’s: 

enhanced status will undoubtedly strengthen its position within the business 

community and provide greater opportunities for business to influence policy making 

in a more direct and institutionalized way; but it is a two-edge[d] sword which may 

also consolidate Kadin’s position as an institutional channel by which the government 

may impose its control over business. 

As it happened, the regulation did consolidate Kadin’s role as a tool of government control. 

But it failed to strengthen the organisation’s position within the business community or 

provide greater opportunities for its members to influence government policies (Hicks, 2004). 

Businesses that sought to influence the government agenda shunned Kadin and its affiliates, 

and chose to appeal directly to members of the political elite (Faisal, 2013a; 2013b; Hicks, 

2004; Mizuno, 2005; Montagu-Pollock, 1996). 

Consequently, Kadin did not become a two-way channel of communication between business 

and government (Faisal, 2013b; Hicks, 2004; 2012). Indeed, the reason why the regime 

decided to elevate Kadin’s institutional status in the first place was partly to crack down on 

the rise of independent business representative bodies, which it perceived to be a potential 

challenge to its rule (Hicks, 2004; Lucas, 1997). As Kadin officially became Indonesia’s sole 

national peak business interest association, its activities became increasingly focused on 

controlling Indonesia’s Pribumi business owners.134 It became regarded by members of the 

                                                           
134 Note: Tionghoa conglomerate interests are a part of Soeharto’s inner circle and have direct access to the 

President and his family (Montagu-Pollock, 1996). 



 

126 

 

business community as a body that was primarily concerned with implementing government 

regulations and initiatives (Hartono, 2011; Hicks, 2004; 2012; Robinson, 1992; also per 

Roespina, interview; S Wanandi, interview). 

Even today, Kadin is still sometimes regarded as an institution which almost exclusively deals 

with legal and regulatory compliance, and implementing government agendas as opposed to 

a private body with its own initiatives targeted at providing professional services to benefit its 

members (Amerasinghe, 2013; S Wanandi, interview; Roespina, interview; cf. opposing view 

from G Naraindas, interview). The organisation is today trying to change its image, as I further 

elaborate in the later part of this chapter (per G Naraindas, interview). But it still carries 

significant historical baggage. 

In the late 1980s and early 1990s, Kadin’s leadership sought government regulation which 

would have compelled all businesses and entrepreneurs across the nation to join Kadin, pay 

compulsory membership fees and become its members (Robinson, 1992). The request was 

aimed at empowering senior leaders of the organisation and enhancing Kadin’s credibility 

when it comes to influencing government decisions – on the idea that broad membership 

gives it authority to act as a voice of Indonesia’s private sector as a whole (Robinson, 1992). 

The Orde Baru regime denied their request, however, because it would have given Kadin an 

independent financial base, thus making it less dependent on government funds.  

This was unacceptable to the regime because it wanted to maintain control over the 

association (in other words ‘power over’ the organisation per Fleming & Spicer, 2014; also 

Hambrick, 1981), which itself is a tool of control – a means of exercising ‘power through’ an 

organisation (Fleming & Spicer, 2014; also see Elg & Johansson, 1997). Nonetheless, for many 

commercial actors in Indonesia, membership of Kadin was almost a necessity anyway because, 

without it, they would not have been able to directly participate in a significant number of 

government projects (Faisal, 2013a; 2013b; Hicks, 2012). Given the state’s omnipresence in 

the most lucrative industries in the country, it was compelling to many businesses to simply 

pay their membership fees to Kadin to improve access to the state’s budget. In addition to 

this, Kadin’s membership also served to signify that a commercial player accepted the 

legitimacy of the Soeharto regime (Hicks, 2004), an important selection criterion for 

participation in government projects under Orde Baru. 

So under Soeharto, Indonesia’s chamber movement effectively acted as an arm of the state 

(Hartono, 2011; Hicks, 2004; Robinson, 2012). It ceased to be a genuinely independent 

institution that represents the interests of the private sector. This reached a point at which, 

according to Hicks (2004, pp.184-185): 

[i]t was impossible to become involved in Kadin’s leadership without state sanction … 

all Kadin officials [were] told that they had to be Golkar members … In the early days 

of Soeharto’s rule, whilst there was still a good deal of instability, military figures were 

provided by the government to be Kadin’s chairmen. Subsequently, candidates with a 

background from the private sector were permitted to stand for leadership but they 

still had to be palatable to Soeharto. 
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This arrangement was to continue until the fall of Orde Baru in 1998, prior to which the 

country’s other major national business association, Apindo, lay dormant as Kadin’s affiliate. 

At this time, Apindo’s management structure, was “composed of persons from [the] Ministry 

of Manpower, Ministry of Industry and Trade, and company retirees, and thus companies 

never considered it as a body representative of their interests” (Mizuno, 2005, p.194). Key 

individuals and businesses that are today active in the organisation were not active in Apindo 

then. Rather, they were focused on developing relations with members of the Soeharto family. 

Unlike Kadin, however, Apindo did not become a significant tool of government control, partly 

because it did not have the former’s privileged standing and legal status in the country and 

partly because Kadin was already fulfilling the role. For this reason, after the fall of Orde Baru 

and due to general government apathy towards having control of the association, Apindo was 

able to re-emerge as a genuine representative of players in the country’s commercial 

landscape during the era of Reformasi (Amerasinghe, 2013).  

The extent of government interference in Kadin has never been replicated in any Sri Lankan 

business interest association. While the Sri Lankan national government prompted the 

creation of the FCCISL, it did not seek to use the body as a mean of controlling business 

interests. Instead, when Ceylon’s and Sri Lanka’s governments wished to exercise control or 

impose a limit on the freedom of private enterprises in the country, like during the 

Bandaranaike era, they preferred to do so through the use of legal and political powers such 

as by enacting laws that authorise the nationalisation of private organisations and through 

the seizure of their assets (K Weerasinghe, interview; see also Aluthge, 2000; Time Magazine, 

1961). Their approach is more comparable to that of Soekarno’s in Indonesia. 

The consequence, as far as business interest representation is concerned, is that there is 

minimal government interference in the institutional development of Sri Lankan business 

interest associations. The agenda of Indonesia’s chamber movement at the outset of Orde 

Baru, in contrast, was supplanted by that of the regime’s – so much so that its peak body over 

time essentially became an arm of the state. The history of Indonesia’s chamber movement 

shows how institutions, which are meant to represent private business interests, can be 

turned into a control mechanism, by an autocratic state, to watch over the very actors that 

they are meant to represent. It shows how business associations in SPMEs, which are meant 

to be inclusive bodies (in that they give a voice to small businesses and entrepreneurs who 

may otherwise be without a voice), can develop into a tool of an ‘exclusive’ or ‘extractive’ 

regime. 

Institutional Works within and between Business Interest Associations 

Subsequent to the fall of Soeharto, Kadin and Apindo were able to develop and institutionalise 

independently − free of direct government control and intervention. Apindo, despite having 

been suppressed during the Orde Baru era and being dominated by large indigenous135 

                                                           
135 The word ‘indigenous’ in English texts on Indonesia is normally used to translate and replace the local term 

‘Pribumi’. Hicks (2004; 2012) and Faisal (2013a; 2013b), for instance, distinguish ‘indigenous’ (i.e. Pribumi) 
owned businesses from ethnic Chinese (i.e. Tionghoa) owned businesses. This is not how the term ‘indigenous’ 

is used in this thesis. Indigenous conglomerates refer to local, domestic conglomerate groups (many of which 

are owned by Tionghoa families) as opposed to foreign-based FDIs. 
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conglomerates today, developed and institutionalised in much of the same way as Sri Lanka’s 

associations during the era of Reformasi – similar, especially to the EFC. But Kadin did not. 

While its leaders suggest that Kadin has transformed itself into a genuine business 

representative body since the fall of Soeharto (Faisal, 2013a; G Naraindas, interview), 

evidence suggests that this did not occur until much later (Faisal, 2013a; 2013b; Hicks, 2012). 

Hicks (2012) finds that in the early years of Reformasi, Kadin, in fact, exhibited many of the 

tendencies of an Olsonian business association – and was frequently used as a rent-seeking 

tool by those wanting to join the ranks of the elite establishment. 

Kadin has been the object of intense study by a number of PhD scholars. Hicks (2004), Hartono 

(2011) and Faisal (2013b) looked at Kadin’s changing roles in Indonesia’s political and 

economic landscape at three distinct stages of its history post-Orde Baru. In turn, each of them 

builds on MacIntyre’s (1991) account of Kadin’s more stable institutional character and make-

up under Soeharto’s administration. This section utilises secondary data from these research 

projects, in addition to contemporary interview and documentary data, to develop a more 

comprehensive narrative of Kadin’s journey since the fall of Soeharto.136 It also compares 

Kadin’s institutional development to that of Apindo’s, in turn. 

Institutional Development of Kadin Indonesia 

From its inception, up until very recently, Kadin had always been an instrument of the state. 

Its forerunner, Jakarta based chamber Kadin Jaya, was established “[a]tas prakarsa Gubernur 

DKI Jakarta … [dan] dikukuhkan Gubernur DKI jakarta (sic)” [“under the auspices of the 

Governor of DKI Jakarta … {and} supported by the Governor of DKI Jakarta”137] (Kadin, 2010; 

Sastrosoemarto & Budiono, 2010). In contrast to the likes of Badan Permusyawaratan Urusan 

Sosial Seluruh Indonesia, the precursor organisation of Apindo, Kadin Jaya − and subsequently 

Kadin Indonesia − was formed during, and indeed was a creature of political elites within, Orde 

Baru (see MacIntyre, 1991; Hartono, 2011). Its legitimacy and survival depended on, not so 

much the goodwill and support of private business interests who make up its formal 

constituents, but political support from the regime. Indeed, immediately upon its creation, 

Kadin Jaya was commissioned by its creator to take on a public duty, namely to organise and 

be in charge of the first Pekan Raya Jakarta [Jakarta Fair] (Kadin, 2010), which is a large publicly 

funded annual event comparable to Sydney’s Easter Show.  

The intricate nature of Kadin’s relationship with the regime meant that it could not effectively 

operate as a genuine and independent voice of business during the Soeharto era. Conversely, 

and as earlier noted, it served as a mechanism of control by the regime, whose interest drove 

Kadin’s dominant institutional logic. But the organisation did – and still does − enjoy a 

privileged legal status. The implementation of Undang Undang No. 1/1987 prevented any 

other peak business interest association from fulfilling the role of an independent advocate 

for the business community at the national level (MacIntyre, 1991; Hicks, 2004; Hartono, 

2011). It also prevented internal discords from prompting the creation of new collective 

associations to promote the interests of those that felt disenfranchised by the association, as 

                                                           
136 This is comparable to the methodology employed by Jun, 2007 to narrate KEF’s historical transformations.   
137 i.e. Ali Sadikin. 
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we have seen happened in Sri Lanka in the preceding chapter. Dissent among Kadin’s members 

was kept in check by the domineering presence of the regime (Mizuno, 2005).  

For this reason, business leaders and entrepreneurs during the Orde Baru era took it upon 

themselves to lobby political elites as individuals, rather than through Kadin collectively − and 

sought to develop personal relations with the apex of power in Indonesia at the time, i.e. the 

Soeharto family (Faisal, 2013; Hicks, 2004), rather than formally appointed officials. SME 

operators, who do not have direct access to the Soeharto family but wish to influence the 

government agenda, sought to do so through informal means by way of developing industry 

connections and relationships with Golkar politicians, rather than use Kadin to represent them 

as a collective group. If anything, Kadin meetings served as a platform for business operators 

to develop individual, informal connections with Golkar cadres. 

The fall of Soeharto created a power vacuum in Kadin − and institutional pluralism emerged 

almost overnight within it. Where previously the interests of the Orde Baru regime provided 

the core logic to Kadin’s organisational functioning (i.e. keeping business leaders under 

control), its disintegration created an environment of extensive conflict. Hicks (2004) noted 

that in Kadin, as in other parts of the country: 

corruption has become more widely dispersed … and that the basis of allocation has 

moved away from the political influence of the Soeharto-era towards the more 

uncomplicated power of money. 

When applying Besharov and Smith’s (2014) model below (in Figure 6.1: Types of Logic 

Multiplicity Within Organizations) to Kadin, we can see how Kadin went from an institution 

controlled by a ‘dominant’ logic to one with ‘contested’ logics, which featured extensive 

internal conflict. 

 
Figure 6.1: Besharov and Smith’s (2014) typology of logic multiplicity within organisations as applied to changes 

in Kadin since Orde Baru (per Yu, 2015). In Appendix D: Logic Multiplicity in Participating associations, I apply 

this model to map out changes in the interaction between multiple logics in all of the associations surveyed in 

this study. 
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Influential people and firms within the association competed to use the organisation in pursuit 

of their own individual interests as, unlike the rest of the associations that we have looked at 

so far, Kadin had never hitherto been utilised or viewed as a mean of achieving collective goals. 

Instead, after the fall of Soeharto, it was regarded as a resource to be fought over due to its 

protected privileges and status in government. The view was that any business operator who 

successfully climbed their way to senior positions within Kadin would then be able to use the 

association to enrich themselves and their businesses − or advance their political ambitions 

(Hartono, 2011; Hicks, 2004). A reason for this is that, despite the fall of Orde Baru, Kadin 

Indonesia continues to enjoy monopoly status in the country’s commercial landscape, the 

legality of which was challenged shortly after the fall of Soeharto, but has now been confirmed 

by the constitutional court. 

In the early 2000s, Kadin Indonesia commenced legal action to challenge the establishment 

of Kadin Usaha Kecil Menengah (‘Kadin UKM’) [the Chamber of Commerce and Industry for 

SMEs], a business chamber created independently from Kadin Indonesia to represent the 

interests of SMEs and new entrepreneurs. In the Constitutional Court, Kadin Indonesia argued 

that the establishment of Kadin UKM is a breach of Undang Undang No. 1/1987 and 

consequently called for the latter to be dissolved. Kadin UKM, on the other hand, contended 

that the aforesaid legislation is, in fact, in breach of Undang Undang Dasar 1945, i.e. the 

constitution of the republic, and is therefore unconstitutional and unenforceable. The 

judgment set out in Perkara No. 66/PUU-II/2004 upheld the constitutionality of Undang 

Undang No. 1/1987 and resulted in the dissolution of Kadin UKM – thus confirming Kadin 

Indonesia’s monopoly status and the associated privileges that the Orde Baru regime 

bestowed upon it. 

Kadin’s privileged position in the era of Reformasi, however, was not as secure as it previously 

was under Orde Baru. As discussed previously, when Abdurrahman Wahid took office as 

Indonesia’s fourth president, his administration sought to dilute the influence of bureaucratic 

bodies that were created under the auspices of the Orde Baru regime. This necessarily 

included Kadin (Hicks, 2004; Kamaluddin & Alfan, 2015). Although his broader anti-

establishment campaign ultimately proved politically fatal, Kadin’s leaders could foresee the 

risk that eventually and over time, the advantages that Kadin gives to its senior leaders, in 

terms of access to government procurement projects and the like, can be put in jeopardy by 

future administrations. This is exacerbated by the organisation’s failure to demonstrate its 

capacity to contribute to government agendas, the interest of the business community or the 

broader interest of the public (Amerasinghe, 2013).  

Continuing internal conflicts and the element of realpolitik within Kadin, early in the era of 

Reformasi, presented an ever-present challenge for the organisation, especially when it came 

to making a clear stance on key issues and communicating its positions to the wider 

community. For example, in the absence of a dominant logic that dictates its activities, Kadin 

could not come to a decision on how to respond to the imposition of anti-monopoly laws 

enshrined in Undang Undang No. 5/1999. It initially put up a strong opposition to the bill but 

later backflipped in light of mounting internal pressure and became its ardent supporter, by 
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which time it was too late to weigh in on the issue as the bill had already secured passage 

through the floor of parliament (Hartono, 2011). 

Policy backflips, although rare, are not unheard of among business interest associations. What 

is notable in the case of Kadin, is the fact that the organisation continuously struggles to 

maintain a policy position as a result of internal discord and the fact that mechanisms to 

address them are underdeveloped (cf. its chamber counterparts in Sri Lanka). These 

mechanisms are essential for the body to promote collective interests and achieve collective 

goals, and maintain credibility in the eyes of the business community, public and government 

(Doner & Scnheider, 2000). 

In the era of Reformasi, Kadin’s leaders have tried to make a more concerted effort to assert 

influence on the government, purportedly on behalf of the business community − something 

that they were previously unable to do during Soeharto’s time (Hicks, 2004; 2012; Hartono, 

2011; G Naraindas, interview). This effort has met with some success and over the years 

following Soeharto’s demise, “Kadin has become a vehicle for businesses to get close to high-

profile figures from the government, the parliament, … parliamentarians and even the 

president” (Faisal, 2013, p.684). Faisal suggests that this is an encouraging development as 

Kadin had in the past been a reactive organisation, which merely accepted top-down 

directions rather than provide upward feedback to political elites. But Kadin had always been 

a vehicle for individual Pribumi business leaders to get close to high profile political figures, 

even during Orde Baru (see Hartono, 2011; Hicks, 2012; 2004; Moore & Hamalai, 1993)! The 

only difference is that, in more recent times, this is done under the pretence of collective 

representation.  

The issue is that access does not necessitate effective representation (e.g. Olson, 1965; 1982). 

Politicians may be more receptive to the plight of Kadin’s leaders now than in the past (Faisal, 

2013; G Naraindas, interview); but in the absence of mechanisms to reconcile competing 

interests within the association and mechanisms to ensure that they promote the collective 

interests of their supposed constituents, their advocacy does not take on inclusive attributes 

- as Hicks (2012) finds.  

Early in the era of Reformasi, Pribumi business leaders used Kadin as a tool for the purpose of 

self-enrichment and self-promotion in the political arena. For this reason, “many business 

people [still today] prefer to use … uninstitutionalised mechanisms to voice their concerns 

rather than working collectively through business associations such as Kadin” (Faisal, 2013, 

p.684; also per Amerasinghe, 2013). Faisal further noted that (p.686):  

Kadin’s credibility and effectiveness as the medium for business interest 

representation has also become dubious when some of its leaders take strategic 

positions in the government as well as in parliament [because] it will affect their 

representativeness and neutrality in Kadin, whether representing Kadin or the 

parliament. 

This observation is supported by Amerasinghe (2013). Kadin’s historical baggage, its lack of 

credibility and the rise of Apindo as, what is perceived to be, a more genuine voice of the 

business community (Amerasinghe, 2013; Hicks, 2004) serve to weaken the institutional 
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advantages that Kadin had gained prior to Reformasi. Kadin’s leaders sought to remedy this – 

not by reforming the association and shifting its focus to the collective interests of its 

members - but by finding ‘creative’ and ethically objectionable avenues to maximise Kadin’s 

resources in order to pursue their own individual interests. 

Hicks (2004; 2012) documents one example of such case, which relates to a provision of 

Keputusan Presiden 18/2000, in which Kadin is authorised to accredit industry or sectoral 

associations to grant a particular form of certification to business operators. The certification 

provides quality assurance for the work of the recipient and is necessary for firms to 

participate in government projects.  The system is comparable to Sri Lanka’s country of origin 

certification process, in which business chambers are authorised by the Ministry of Industry 

and Commerce to issue certificates of origin, necessary for the export of Sri Lankan goods. The 

difference is that no Sri Lankan chamber has monopoly over the licensing rights. While 

prominent Sri Lankan chambers would have liked to have such monopoly, the multiplicity of 

business representative bodies in the country makes it impractical for even the CCC to pursue 

the privilege (C Vithanage, interview). Kadin, on the other hand, did not have such concern.  

Prior to the enactment of the said presidential decree, these certificates were granted at the 

discretion of local governments (Hicks, 2004, p.167). The logic behind the change is to 

delegate this task to Indonesia’s many small industry associations - namely Kadin’s industry 

affiliates. 

Kadin’s role [under the decree] was to be relatively minor, effectively limited to setting 

up the system. However, there was a grey area in the implementing regulations that 

allowed Kadin to hijack the process … and led to much acrimony from the sectoral 

[business associations]. 

Just a few weeks before the new [presidential decree] was to come into force there 

was a meeting between the Chairman of Kadin and two senior bureaucrats from 

Bappenas138 and the Ministry of Finance, which resulted in the issuance of an 

implementing regulation … [which] stated that if a [sectoral business association] was 

not considered by Kadin to have the requisite capabilities to issue certificates to 

companies in its sector, or if there was no obvious [sectoral association] which covered 

a particular sector, then the certificates could be issued temporarily by Kadin. 

What eventually happened was that Kadin refused to grant many sectoral associations the 

right to distribute the said certificates to firms within their respective industries. Instead and 

to the dismay of sectoral associations, Kadin’s regional branches139 themselves became key 

issuers of these certificates (Hicks, 2004). This role gave Kadin’s leaders significant power and 

influence as it effectively allowed them to ensure that government contracts are able to be 

handed out to firms owned by their supporters, family members and friends. Additionally, 

                                                           
138 An Indonesian government institution responsible for national development plans and budgeting. The term 

is short for Badan Perencanaan Pembangunan Nasional [lit. the National Development and Planning Body; often 

referred to as ‘ministry’ rather than ‘body’]. 
139 Kadin has 33 regional chambers dubbed Kadin daerah and 440 district branches under its direct patronage 

(Kadin BSD, 2011). 
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Hicks (2012, p.8) added, “it is clear that every year certification was formally worth something 

in the region of several million US dollars”. Furthermore, there is also potentially significant 

revenue from bribes and collusion that commonly follow processes like this in Indonesia. By 

taking away licensing rights from sectoral associations, Kadin’s regional branches were able to 

reap significant rewards financially, and by way of influence and power. 

Then head of Bappenas, Koensatwanto Inpasihardjo, went so far as to suggest, (per Bisnis 

Indonesia, 2003; also see Kurniawan, 2003) “Sertifikasi perusahaan procurement selama ini, 

lanjutnya, menjadi bisnis tersendiri buat Kadin” [“Firm certification for the purpose of 

participation in government procurement has become a part of Kadin’s business model”] and 

that its financial survival became partly dependent on it as a revenue source. This became of 

some concern to then President Megawati’s administration, not least because Kadin’s 

monopoly over the licensing regime allowed it to extort the very organisations that it was 

meant to represent (i.e. sectoral associations); and it does so in favour of its own and its 

leaders’ financial and political benefits. Subsequently, and to much protest from Kadin’s 

leadership, the government enacted a revision to Keputusan Presiden 18/2000 in 2003, which 

was partly aimed at preventing Kadin from financially benefiting from the said licensing 

regime – at least not in the way that it has been able to get away with since it began (Bisnis 

Indonesia, 2003; Kurniawan, 2003). It made the aforementioned certification optional rather 

than compulsory, for the purpose of participation in government projects. Though the revision 

was vociferously opposed by Kadin’s leadership, it received significant support from its SME 

and sectoral affiliates. 

By 2004, Kadin was set to lose a major revenue source, and its credibility in the eyes of the 

government and business community was in tatters. As a result, its long-term survivability was 

threatened. Kadin’s financial position has always been quite tenuous at best, even during Orde 

Baru (Amerasinghe, 2013; Hartono, 2011). Its operation has largely relied on donations, 

government initiatives, government grants, licensing and fundraising initiated by its chairmen 

(Amerasinghe, 2013; Hartono, 2011; Kadin UKM, 2011). This is partly because of difficulties 

that the organisation faces in collecting membership subscription from regional and industry 

affiliates, many of whom are themselves cash-strapped. But at least prior to the fall of the 

regime, Kadin could count on continuing financial support from the government budget (Kadin 

UKM, 2011). Its tenuous position in the era of Reformasi exacerbated its financial woes. 

Hartono (2011, p.74) notes: 

Given the weak financial position of Kadin, the [chairman of Kadin] should be someone 

who is able and willing to financially support the organization and/or have a network 

from which financial support can be obtained … The incentive for someone becoming 

the [chairman] of Kadin and providing support for the organization is that this position 

is generally seen as an ideal springboard for anyone with political ambitions.  

This was certainly true of the last Kadin Chairman elected during the Orde Baru 

administration, Aburizal Bakrie of Bakrie Group, one of the largest Pribumi business groups in 

Indonesia. Bakrie served for 10 years as chair of Kadin, during which time his personal 

influence in the organisation was overwhelming. Bakrie subsequently became appointed by 
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President Yudhoyono as the Coordinating Minister for the Economy in 2004 and later became 

leader of Soeharto’s former electoral vehicle cum political party, Partai Golkar.  

When it came time to find Bakrie’s replacement, Kadin’s members continued the practice of 

electing a Golkar party member. But without Soeharto’s presence, the majority felt free to 

elect someone who had been viewed and “treated in low regard” by the Orde Baru 

administration (Faisal, 2013, p.685; also Hartono, 2011). The successful candidate was Jakarta-

based property developer Mohammad Hidayat from Kencana Residence. Hidayat previously 

served as the chair of Real Estate Indonesia (an industry association that represents 

Indonesia’s real estate agencies), during which time he consecutively served as the deputy 

chair of the Asia Pacific Real Estate Federation (Merdeka, 2016a).  

Hidayat sought to utilise his tenure to transform Kadin into a professional business interest 

association that is focused on representing the collective interests of its members (Faisal, 

2013; Hartono, 2011; G Naraindas, interview). Under his leadership, Kadin developed 

mechanisms to both focus its attention on a broad national economic agenda, and ensure that 

the voices of its members and affiliates could be heard and represented by senior leadership. 

His chosen methods are similar to those adopted by Kadin’s counterparts in Sri Lanka, which 

were discussed in the preceding chapter. For example (per Faisal, 2013, p.685; also see 

Adamrah, 2008; Jakarta Post, 2007; 2009): 

Kadin developed and proposed to the government an Industrial Roadmap, which was 

a comprehensive plan containing proposals on how to stimulate industrial 

performance and promote investment. In the process of the roadmap’s development, 

Kadin invited participation from the representatives of various interest groups within 

Kadin … more than 100 business associations under Kadin were involved … As the 

result of this participative approach … not only were (sic) Kadin able to present their 

own ideas independently from the government, but they could also effectively avoid 

internal friction between different interests (sic) group within the organisation. 

Evidently with Hidayat at the helm, Kadin also shifted its focus from rent-seeking activities to 

proactively lobbying the government for reforms in favour of business operators including 

small-scale entrepreneurs and SMEs. It began offering viable solutions to improve Indonesia’s 

business landscape as opposed to simply criticising initiatives that are unfavourable to 

influential people within the association (Faisal, 2013; 2013; Hartono, 2011; G Naraindas, 

interview; see Kadin, 2009). It sought to manage its reputation among the business 

community, so that it can truly be seen as an agent for genuine collective representation. This 

is a significant departure from Kadin’s traditionally passive role under the Orde Baru 

administration and in the immediate years after its collapse. 

A key departure made during and since Hidayat’s tenure, to this end, is to make an effort to 

break free of the shackles imposed on it by Soeharto’s administration. The accounts of Faisal 

(2013), Hartono (2011) and Naraindas (interview) suggest that Kadin has been increasingly, 

though ever-so-gradually becoming independent, and even at times a vocal critic, of the 

government. This is reflected in much of the rhetoric of Kadin’s current chair, Rosan Roeslani 

of Recapital Group (Ovier, 2015). Furthermore, (per Faisal, 2013, p.684): 



 

135 

 

the media is also frequently used by the representatives of Kadin to voice the 

aspirations and interests of members. In particular, Kadin leaders often give interviews 

and write columns in the newspapers to voice their views on economic issues such as 

new anti-monopoly laws. 

Kadin’s Head of International Division, Gautam Naraindas echoed this view to me. Since 

Hidayat’s tenure, he asserts, “Well we, we’re independent. Totally independent. We’re totally 

separate … we lobby the government, give advice to businesses. Give them service. We don’t 

take directions from government [anymore].” 

I subsequently reminded him of the way that Kadin operated under Orde Baru and the 

widespread perception among the business community that Kadin is too “politicized” even up 

to very recent times (per Amerasinghe, 2013, p.17; also Faisal, 2013). I also made reference 

to Bakrie’s use of the organisation to advance his political ambitions − to the point that he 

became presidential candidate for the Golkar Party in the 2014 presidential election, to which 

Naraindas replied: 

Yeah, but that was a long time ago. I don’t know what it was like back then. But what 

I know now, it’s not like that [anymore] … that was all in the past. Now it’s totally 

different – totally different … you can’t do that sort of thing anymore [i.e. make 

connections and use Kadin as a vehicle for political advancement] ... 

Naraindas attributed this change to Hidayat’s leadership and generally to the broader change 

in Indonesia’s political landscape. But it is important to note that Hidayat himself left Kadin to 

become a government minister, just like Bakrie did before him (Kadin, 2009). Strong criticisms 

about Kadin’s political connections, and its misuse by ambitious individuals, also remain in the 

Post-Bakrie era (Amerasinghe, 2013), so much so that at its 2015 Musyawarah Nasional 

[National Congress], outgoing chair Suryo Bambang Sulisto felt the need to directly address 

this in a warning to members of its senior leadership (per Alvin, 2015): 

Kadin bukan perjuangan untuk pribadi atau golongan, tapi untuk dunia usaha dan 

rakyat. Ketua Kadin bukan jabatan yang perlu diperebutkan dengan cara-cara yang 

tidak etis. 

[Kadin is not a movement for individuals or partisan groups, but for the business 

community and the people {of Indonesia}. The Chair of Kadin is not a position that is 

to be fought over unethically.] 

The warning was repeated by Vice President Jusuf Kalla in the same forum, who suggested 

that Kadin should no longer be used for individual political struggles, as it had been in the 

past. The rhetoric seems to suggest that Kadin is, or at least ought to be, at a turning point. 

But the fact that such warnings still need to be uttered, almost twenty years after the fall of 

the Orde Baru regime, shows how difficult it has been for Kadin to transform itself into an 

independent business association. This is especially true when it comes to managing its 

reputation (Amerasinghe, 2013; Hicks, 2004; 2012; Roespina, interview). 

Nonetheless, change is evidently happening within, not least as a result of mounting pressure 

that Kadin’s influential members and leadership face in the new political environment. During 
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Orde Baru, Kadin financially depended on Soeharto’s administration. Funds were allocated to 

Kadin directly from state budget and through the imposition of fees on business, from which 

Kadin was able to profit (Kadin UKM, 2015). Mounting pressure in the era of Reformasi for 

Kadin to be independent of the government, means that the government is more reluctant to 

directly and indirectly finance Kadin’s operation. Consequently, there is increasing pressure 

for its chair to provide financial contributions to the organisation (Hartono, 2011; also per 

Faisal, 2013). 

But at the same time, informal perks enjoyed by Kadin’s chair and leadership team are 

diminishing in that it is becoming more difficult for individuals to use Kadin to achieve their 

own political ambitions (Faisal, 2013; G Naraindas, interview). One of the reasons is that 

government appointments in the era of Reformasi are increasingly becoming subject to public 

scrutiny (S Wanandi, interview). Being associated with key institutions of the Soeharto era 

carries significant risk for members of today’s political establishment. Indonesia’s Pribumi 

business leaders, who carry political ambitions, today increasingly opt to raise their profiles 

through other channels (Faisal, 2013). In effect, they are gradually abandoning Kadin.  

For this reason, Kadin as an organisation is increasingly being used to pursue collective 

business aims and is working to improve its reputation in the business community. It is 

beginning to attract commercial actors, who seek to collectively influence government 

economic policies rather than to advance individual political ambitions (Faisal, 2013; G 

Naraindas, interview; S Wanandi, interview). Similar to its counterparts in Sri Lanka, it is even 

contributing to capacity building and social projects across the archipelago, in addition to 

investing to professionalise its secretariat functions in order to provide quality services to its 

members (Kadin, 2009; G Naraindas, interview; Kadin, 2007).  

This is not to say that Kadin has successfully transformed itself into a genuine representative 

association. “[T]he influence of Golkar and its powerful figures in this organisation has further 

hampered its effectiveness in channelling a wide range of business interests in Indonesia” 

(Faisal, 2013, p.688). Clientelism remains a significant issue in Kadin and it has a long way to 

go before it can be viewed as a credible avenue to promote the genuine interests of the 

business community. But progress is being made. Dismantling remnants of the 32-year-long 

Orde Baru regime takes a long time. It took six years after the fall of Soeharto, for instance, 

for Indonesia to have a directly-elected president that would go on to complete a full term in 

office. It took another decade for an outsider of the political system to be given the 

opportunity to take office. Deeply entrenched relics of the Soeharto era, like Pancasila as a 

national ideology, remains sacred to the Indonesian people up to the present day (You, 2016c).  

Overtime, however, change is evident – in the nation and in Kadin. In the absence of the 

dominant logic of an authoritarian state, Kadin seems to be ever-so-gradually transforming 

itself into an independent business interest association, comparable to its Sri Lankan 

counterparts. In doing so, it is shedding its ‘exclusive’ or ‘extractive’ institutional attributes, 

and slowly turning into a body that advances political and economic participation in Indonesia. 
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Institutional Development of Apindo 

The experience of Apindo’s predecessor during the Orde Baru era was remarkably different 

from Kadin’s. Badan Permusyawaratan Urusan Sosial Seluruh Indonesia140 was gagged by 

Soeharto’s regime rather than used as a tool of control (Mizuno, 2005). This means that the 

influence of the Orde Baru regime is not entrenched in Apindo to the same extent as it was in 

Kadin. Institutional development also did not take place in Apindo up until the fall of Soeharto 

in 1998 – and unlike Kadin’s during the Orde Baru era, it happened without the influence of 

the regime. Apindo’s personnel, key officers and agenda post-Orde Baru are also different 

from its predecessor; so, it is reasonable to suggest that the institutional development of 

Apindo (as it is today) only occurred after the fall of Soeharto. There was no substantive 

institutional development prior to the fall of Orde Baru. 

Apindo’s key agendas today are driven by the interests of the largest and most influential 

conglomerate groups in Indonesia – many of which are owned by Tionghoa families. They are 

typical of institutional actors that contribute towards worsening corruption, providing support 

for authoritarian regimes and engaging in rent-seeking activities at the expense of the broader 

public. But notably in Indonesia, they do not use Apindo to rent-seek, engage in corruption or 

pursue goals that have the effect of constraining political and economic participation (such as 

skewing competition for government contracts in favour of their senior members and their 

supporters). As Faisal (2013a) suggests, they prefer to do these things privately as individuals, 

given their level of access to the top echelon of Indonesia’s political establishment. So, why 

bother with Apindo – and why are Indonesia’s indigenous conglomerates interested in 

associating under its banner? 

The Influence of Large Local Conglomerate Groups in Apindo 

Like the largest conglomerate groups in Sri Lanka, Indonesia’s top business groups, many of 

which are owned by Tionghoa families (Chua, 2007; Montagu-Pollock, 1996), have little 

incentive to actively participate in collective associations, like Kadin and its regional affiliates, 

for the purpose of lobbying for state action or favourable government reforms. Consequently, 

Kadin has the reputation of primarily being an association for Pribumi business operators. In 

fact, over the course of its development, Kadin frequently became a forum for Pribumi 

entrepreneurs to speak out against what they perceive to be the domination of Indonesia’s 

national economy by Tionghoa conglomerate groups (Hartono, 2011; McIntyre, 1991). This 

built up tension between the Pribumi and Tionghoa business communities, which escalated 

to the stage where then Kadin Chairman “Aburizal Bakrie proposed to the government to 

[forcibly] redistribute assets from business people with Chinese origins to the native 

Indonesian business people” (Hartono, 2011, p.81; also see Faisal, 2013).141 

This is not to deny any measure of goodwill between Kadin and Indonesia’s Tionghoa 

community, however. Indeed, some wealthy Tionghoa entrepreneurs have been known to 

                                                           
140 Consultative Body for Social Affairs for the Whole of Indonesia. 
141 Bakrie soon had to backtrack upon realising that the mass emigration of ethnic Tiongoa from Indonesia after 

the May 1998 riot in Jakarta meant that money was also bleeding out of the country. He subsequently made a 

public statement inviting Tiongoa Indonesians to return and rebuild post-Soeharto Indonesia. 
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provide Kadin with financial support in order to cover its day-to-day expenditures, with which 

its leaders continuously struggle (McIntyre, 1991). But the motivation behind such gestures is 

not to influence Kadin’s activities or lobbying efforts vis-à-vis policy formulation and 

government advocacy. Rather, they were to soften Kadin’s stance on Indonesia’s Tionghoa 

community and conglomerate businesses (Hartono, 2011). For these large conglomerate 

groups, it is preferable to concentrate their efforts on lobbying the government and public 

officials individually, rather than collectively, so that their lobbying efforts can be focused on 

issues that directly affect and benefit them as individuals. 

But there is an exception to this general observation. Large Tionghoa conglomerates in 

Indonesia not only engage with, but actively participate in the day-to-day running of, Apindo. 

Where Kadin has always been dominated by Pribumi business figures, whose relationship with 

Tionghoa conglomerates tend to be uneasy, Apindo and its industry-based affiliates have not. 

In fact, Tionghoa conglomerates are closely involved with the association’s activities − even 

to the extent that the latter’s secretariat function depends largely on staff seconded by these 

influential firms that make up Apindo’s central governing committees (Amerasinghe, 2013; S 

Wanandi, interview). This practice illustrates the intricate relationship between Apindo and 

its conglomerate members. In fact, Amerasinghe (2013) notes that the rapid growth of Apindo 

in recent years is largely attributable to the ‘dynamic’ leadership of former Chairman, Sofjan 

Wanandi of Gemala Group, one of Indonesia’s largest Tiongoa family-owned conglomerates. 

Given the fact that large conglomerate groups are usually resourceful enough to directly seek 

to influence government policies and decisions in pursuit of their own individual interests, 

their investment in Apindo may appear perplexing. Indeed, many heads of large conglomerate 

groups have instead chosen to invest their time and efforts on improving individual access to 

key government officials. One of the most successful of these, Surya Paloh of the Media 

Group, cunningly positioned himself in the current president’s inner circle, after having spent 

years in the service of the Soeharto family (Widiarsi, Ferdianto & Teresia, 2014). 

Liem Sioe Liong of Salim Group, was a close confidant of Soeharto, as was Eka Widjaja142 of 

Sinar Mas. Their firms were the two largest conglomerate groups in Indonesia by the end of 

the Orde Baru era and corrupt dealings with the Orde Baru regime allowed them to grow to a 

considerable size (Chua, 2007; Montagu-Pollock, 1996). One does not even have to be among 

the largest conglomerate groups to develop close relations with, gain access to and benefit 

from members of the political elite. The Chen family of Diamond Cold Storage had close 

personal relations with Tomy Soeharto, the youngest son of the former president and profited 

from this relationship (Anonymous, interview). The Yuwono family of Sinde have for years 

been developing close personal relations with key members of PDI Perjuangan and Partai 

Demokrat so much so that both political parties sent formal condolences following the death 

of the family’s patriarch.143 Even Sofjan Wanandi himself was closely linked to key figures in 

the Orde Baru regime before falling out of favour, charged with criminal conduct, exiled 

himself and subsequently finding favour with the Wahid administration and subsequently 

                                                           
142 a.k.a. Oei Ek Liong. As their Chinese names indicate both Liem and Oei are of Chinese descent. 
143Diamond and Sinde are two very large and renowned business enterprises controlled by Tionghoa families 

(albeit not conglomerate groups at this stage). Salim and Sinar Mas are also controlled by Tionghoa families. 
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returning home (Hicks, 2004; see Appendix B: List of Interviewees). As at the time of writing, 

Wanandi is back in the political arena, asserting influence on Vice President Jusuf Kalla as one 

of Kalla’s chief economic advisors. So why should Wanandi, and other powerful figures 

connected very large business enterprises, bother with Apindo - given their ability to seek 

individual access to members of the political elite? 

Many business figures and political hopefuls became active in Kadin in order to make a name 

for themselves, network with members of the political establishment and get a share of ‘rent’, 

which is collected through its various activities (Hicks, 2004; 2012). Pribumi business 

conglomerates like Aburizal Bakrie of Bakrie Group used Kadin as a platform to launch their 

political ambitions.144 But none of these seem to be the motivation behind the involvement 

of influential figures in Apindo, like Sofjan Wanandi, James Riady of Lippo, Franky Widjaja of 

Sinar Mas and Muckti Tan of Rodamas.145 These individuals and their families have other 

channels of communication with members of the political elite. None, given their ethnicity146 

and the fact that Apindo is not connected to any particular political party, could conceivably 

seek to use Apindo as a platform to launch partisan political ambition. Additionally, financial 

gain through association rent-seeking has become more difficult since the fall of Soeharto. In 

any case, the amount collected through association rent-seeking is likely to be too miniscule 

to be worth the time and efforts of such large conglomerate owners. The true rationale behind 

these conglomerate groups’ involvement in Apindo is indicated by the focus of the 

associations’ activities, which are driven by these larger and more powerful actors.147 

Wanandi noted in our interview (emphasis added): 

The most important thing for [Apindo from] the beginning, we’re concentrating only 

for the tripartites [between the government, unions and employer representatives]. 

We represent the business community in dealing with the tripartites, dealing with 

the labour. 

… 

We’re a member of the ILO, we’re … in ILO board, and there, we represent Indonesia 

and ASEAN um, countries. Uh, but now after we decided that [inaudible] minimum 

salaries [inaudible] labour. We settle that. We give assistance to the business 

community ... [W]e have representation in the labour court. Yeah? All things and 

everything to do for the tripartite from the business community. That is number one 

... our main priority is labour problems. 

                                                           
144 Bakrie chaired Kadin and subsequently became head of Golkar and its nominated presidential candidate in 

the 2014 presidential election. 
145All of the individuals listed here head very large Tionghoa conglomerates, are the richest individuals in the 

country and actively participate in Apindo. 
146 As non-Pribumi (note that every Indonesian president to date has been of Javanese descent). 
147i.e. larger and more powerful than the overwhelming majority of the association’s membership, who are small 

to medium sized enterprises (S Wanandi, interview). See the section below re. institutional works and internal 

dynamics of Apindo for further details on how the logics of these larger members come to dominate the 

association. 
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Industrial relations sit at the heart of Apindo’s agenda (also per Apindo, 2012). Apindo does 

not admit as members any business or entrepreneur who does not engage an employee. 

While independent workers’ representation was virtually non-existent during the Orde Baru 

era, since Reformasi,148 Indonesian trade unions have gone from strength to strength (Ford, 

2009; Hadiz, 2001; Juliawan, 2011). Unions in Indonesia have traditionally distanced 

themselves from the political sphere, mindful of the pogrom on left-wing political activists 

during the Soeharto era (Ford, 2009). But over the years since then, they have continued to 

be emboldened by their successes in increasing regional minimum wages149 (see Figure 6.2: 

Growth of Regional Minimum Wages in Indonesia) and improving working conditions and 

workers’ entitlements throughout the nation, especially in the most populous cities in the 

country like Jakarta (Ford & Sirait, 2016).150 Figure 6.3: Minimum Wages vs GDP Growth in 

Indonesia, shows that the growth of minimum wage in Indonesia has consistently outstripped 

growth in national productivity151 since the late 1990s, which speaks to the tremendous 

success of union organising during this period. In recent years, unions have even sought to 

directly influence the government agenda, in a way similar to their counterparts in Western 

democracies (see Brown, 2014). 

 

Figure 6.2: Growth of regional minimum wages in Indonesia. Sourced from Direktorat Jenderal Pembinaan 

Hubungan Industrial dan Jaminan Sosial Tenaga Kerja, Kemenakertrans (BPS, 2017). Note: ‘DKI’ stands for Daerah 

Khusus Ibukota [Special Capital Region]. 

                                                           
148i.e. since the fall of the Orde Baru regime. 
149Minimum wages in Indonesia are determined at the provincial level and are periodically adjusted (cf. 

Australia’s minimum wage review system, which is administered nationally by the Fair Work Commission and 

applied at the industry level through Modern Awards). 
150Note: these only apply to workers who participate in the formal economy. The employment of those working 

in the informal economy continues to be unregulated. They continue to make up the majority of workers in 

Indonesia. This is similar to Sri Lanka. 
151As indicated by the growth of aggregate GDP. 
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The growing strength of the union movement calls for a countervailing power consisting of a 

collective body of employers (Barry & Wilkinson, 2011a). The task of balancing worker 

representation is one that cannot be performed by just one employer alone − or even a 

disaggregated group of individual employers, however large they may be in an economy the 

size of Indonesia.152 Estimates put the number of formal workers in the Indonesian labour 

market in recent years at approximately 40% of its total workforce (Allen, 2016; Vujanovic, 

Dutu & Jarrett, 2015). Given that the size of the labour market last year is 120 million strong 

(Trading Economics, 2017), this translates to 48 million workers who are either members or 

potential members of trade unions. 

Furthermore, these 48 million people and their adult family members have the right to vote 

in national and regional elections. While their interests and priorities may vary at the 

individual, family and group levels, matters pertaining to workers’ rights and entitlements can 

be a uniting force come election time. The experience of other South Asian countries, like Sri 

Lanka and India, has shown the detriment that left-wing, working class, populist forces can 

have on the private sector (see Chapter Four: Background on the Political Economies of Sri 

Lanka and Indonesia); and so it is in the interest of prominent players in the Indonesian 

business community to associate in order to countervail politicised labour. These include the 

nation’s largest conglomerates, which employ the largest number of workers in the formal 

labour market. 

 

 
Figure 6.3: Graph of minimum wages against GDP Growth in Indonesia after Reformasi. It shows that minimum 

wage growth in Indonesia has consistently been higher than national GDP growth. Union strength is a part of the 

explanation. Data sourced from Direktorat Jenderal Pembinaan Hubungan Industrial dan Jaminan Sosial Tenaga 

Kerja, Kemenakertrans (BPS, 2017) and World Economics (2017). 

                                                           
152Indonesia’s nominal GDP in 2015 is US$2.8trillion (approx. AU$3.8trillion) and its population as at July 2016 

was 258 million (CIA, 2017). 
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Consequently, it makes sense for Indonesia’s large, and even the most influential, 

conglomerate groups to invest their time and efforts to organise and associate with other 

business leaders, as employers, to counter the growing strength of the union movement. This 

explains their involvement in Apindo, which is largely focused on representing its members in 

Indonesia’s industrial relations landscape. 

Member-secretariat Dynamics in Apindo 

As for the organisation of Apindo, it is similar to all of the other associations discussed thus 

far (with the exception of the EFC); in that control of the association is held by officials, elected 

to their post by ordinary members (Amerasinghe, 2013; S Wanandi, interview). Like the CCC 

and NCCSL in Sri Lanka, Apindo’s decision making is driven by a large number of committees 

consisting of members and representatives of regional affiliates (Amerasinghe, 2013; S 

Wanandi, interview). At its apex is the executive committee, members of which are voted into 

office by Apindo’s regional branches, which in turn are direct representatives of the rank and 

file. Key to ensuring that Apindo’s policy positions are consistent across the entire archipelago, 

are its regular Musyawarah Nasional [National Conferences] and Musyawarah Provinsial 

[Regional/provincial Conferences], which are open dialogues attended by member firms in 

addition to political leaders (Amerasinghe, 2013; Apindo, 2014; 2013a). Evidently, like those 

of Sri Lankan business chambers, Apindo’s secretariat function is subservient to the interests 

of its key members. 

But there is an interesting element in Apindo’s member-secretariat relations that is not found 

in Sri Lankan chambers (or in Kadin for that matter; per G Naraindas, interview). Apindo’s 

secretariat functions are made up, almost entirely, of secondments from its largest and most 

influential conglomerate members (Amerasinghe, 2013; S Wanandi, interview). This means 

that the day-to-day running of the association body, is conducted by staff members, whose 

permanent employment remains with the largest conglomerate groups in the country 

(Amerasinghe, 2013).  

Similar to many South and South East Asian countries, Indonesia is suffering from a brain-drain 

(Adams, 2003; Kotarumalos, 2015).  Consequently, skill acquisition and retention can be a 

challenge, especially for organisations like Apindo, which operate branches all across the vast 

archipelago.153 For this reason, staff secondment by resourceful members is an effective way 

to address the problem. 

But this, of course, brings out another issue, namely with respect to the risk that very large 

conglomerate members dominate the agenda of the association, whose members are mostly 

SMEs. Wanandi, however, rejected this notion in our interview. He noted that Apindo’s 

professional ‘staff’ are meant to be paid directly by Apindo for the duration of their 

engagements and so Apindo then takes on the role of their employer. Their jobs are meant to 

be technical and non-political in nature – and during this period, their obligations should be 

to promote the interests of the nation, Apindo and its members broadly, rather than the 

interests and agenda of their permanent employers (S Wanandi, interview). But a recent ILO 

                                                           
153including in regions some distance away from Jakarta. 
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enquiry into the association suggests that the financial arrangement is not so straightforward, 

and quite often, because of the association’s incessant financial difficulties (Amerasinghe, 

2013; Palmer, 2008), secondees continue to be paid by their permanent employers over the 

course of their secondment (Amerasinghe, 2013). This suggests that in the event of a conflict 

of interest between Apindo’s largest conglomerate members and other stakeholders, the 

secretariat must be compelled to side with the former. 

Regardless of which payroll system pays the salary of key members of the Apindo secretariat, 

these secondees’ permanent employment remains with their individual employers (AHII, 

2001; Amerasinghe, 2013; S Wanandi, 2001). This signals a significant degree of control that 

large conglomerate members have over Apindo’s other members and secretariat functions. 

When I put this to Wanandi and asked how the association mitigates the risk of being 

dominated by large conglomerate groups, his response was: 

There’s no domination, there’s no domination. We’re a democratic country so there’s 

no domination. We’re not looking for money there. Organisation is there helping the 

member, not looking for money! 

His reference to Indonesia being a democratic country is off-topic and therefore I thought that 

there was a misunderstanding in our conversation. I subsequently clarified myself and 

received a similar response. When I pressed further to enquire about what specific 

mechanisms are in place to ensure that Apindo truly reflects the interests of all its members, 

rather than just big indigenous conglomerates, Wandandi responded (emphasis added): 

We [i.e. Apindo’s leadership] are not stupid people. We can decide what these things, 

what’s good for people, what’s good for everybody, not good for only one company. 

When I probed for the criteria for determining what is ‘good for everybody’, according to 

Apindo’s leadership, he became agitated and said: 

We have that in our policy ... you have to look first our articles of Apindo. You ask about 

something you don’t know about Apindo ... what is our articles of association … and 

then you ask me what the question. You have zero knowledge. Why did you ask me 

something that you didn’t know anything about!? 

… 

[T]he elections for us are guided by the local, regional levels. The regional levels are 

the ones who decide about the national levels, you know. And our regional level have 

the same voice, you know. This isn’t about big and small companies. Because the 

company isn’t making any vote. The vote is made by the regional Apindo. They decide 

from the district level, to the elected provincial Apindo board. Provincial decides the 

national Apindo board. 

Wanandi’s defensive and animated tone was surprising if not revealing. I find this peculiar 

because I asked an almost identical set of questions to Sri Lankan interviewees and uniformly 

received uneventful, seemingly routine responses. They simply pointed to technical 

committee practices, rules and articles of associations as controls against their associations 
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being dominated by any particular faction; and when asked about how they define what is 

‘good for everybody’, again, they monotonously listed things like aggregate GDP growth (M 

yapa, interview), ease of doing business (M Yapa, interview, T Godamanna, interview; G 

Gunasekera, interview), improved balance of payments (M Yapa, interview), whatever is in 

the interest of local producers (G Gunasekera, interview; T Godamanna, interview; B 

Dissanayake, interview), whatever the membership happens to decide in committee 

discussions and general meetings (M Yapa, interview; C Vithanage), and so on. In summary, 

the criteria are determined by the collective aspirations of their members and the business 

community generally. None of my other interviewees became animated. So Wanandi’s excited 

response vis-à-vis member dynamics in Apindo is noteworthy. 

Apindo’s articles of association do prescribe that decision making in the organisation must be 

decentralised and its regional branches given significant autonomy. It also provides that the 

elections of senior positions must be done by its industry and regional affiliates. But formal 

measures to include regional and SMEs evidently do not mean that they provide an effective 

counterbalance to the overwhelming influence of large conglomerates, especially when the 

latter has such a significant influence on its secretariat. Members look to influential 

conglomerates to direct the association and Wanandi himself wielded significant personal 

influence in Apindo (Amerasinghe, 2013). Furthermore, many members of Apindo’s affiliates 

do not see the point of participating in their day-to-day affairs and prefer to leave them to the 

association’s larger conglomerate members to deal with (Amerasinghe, 2013; Roespina, 

interview). These smaller members would not have the resources necessary to support 

Apindo’s secretariat functions anyway, nor would they be willing to do so. 

The association’s large conglomerate members, on the other hand, can afford and are willing 

to play a very active role in the day-to-day running of the association. This is because they, 

collectively, have a considerable stake in Indonesia’s formal industrial relations landscape. But 

to provide an effective, countervailing force against the growing powers of Indonesia’s labour 

unions, Tionghoa conglomerate groups’ collective association needs to be seen as more than 

a big-boys club. State, and indeed international, institutions need to be able to see it as an 

inclusive, credible, genuine and independent broad-based collective association. 

For this reason, Apindo needs to attract and retain SMEs (albeit only those that operate in the 

formal economy), which it frequently struggles to do (Ford & Sirait, 2016; Palmer, 2008). Its 

original appeal is mostly restricted to the association’s traditional large conglomerate 

constituents because Indonesia’s SMEs (and even large non-conglomerate firms) are yet to be 

targeted by union membership drives and pushbacks (e.g. Roespina, interview). While the rate 

of growth of Indonesia’s unionised labour force has been considerable since the fall of Orde 

Baru, union density in the country is still only at around 9% (Ford & Sirait, p.233). Union 

members in the private sector, are mostly concentrated in very large businesses (i.e. the core 

constituents of Apindo) – and not SMEs. 

In order to attract and retain SMEs as members of Apindo, its leaders sought to broaden the 

association’s service offerings and lobbying efforts. As far as services are concerned, SMEs are 

known to appreciate things like: information sessions, training and development 

opportunities, industry-specific initiatives and the like (Sheldon & Thornthwaite, 2004; You, 
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2016a; also per Roespina, interview). So, this what Apindo provides for its SMEs through its 

industry affiliates (e.g. Apindo, 2013; 2014; also Roespina, interview). When it comes to 

government advocacy, it is broadening its scope from just employment and industrial 

relations, in the hope that this would encourage SMEs to join its affiliate organisations and, in 

turn, lend their support to the industrial relations efforts of Apindo’s core large conglomerate 

constituents.  

Furthermore, there are also instances, in which Apindo’s industry and regional branches 

deliberately carried forward the memberships of unfinancial SME firms by ‘forgiving’ their 

unpaid fees, as opposed to removing their records from the register of members (Palmer, 

2008). Not unexpectedly, this contributes to the association’s secretariat being strapped for 

cash and having to depend, even more so, on its larger conglomerate members for funding 

(Ford & Sirait, 2016; Palmer, 2008).154 But as far as the association’s leadership is concerned, 

having members on record is more important than having them pay their membership dues 

because a firm’s membership status means more to Apindo than their financial contributions. 

Wanandi said to me in our interview: 

Our biggest members are small companies. They’re our biggest members here… 

maybe 70% [are] small and medium [enterprises]. Big companies are only a small 

percentage. 

Consequently, the association needed to do “a lot of other things too, on top of labour 

[relations] to make [the] investment climate much better for the economic performance of 

Indonesia” as a whole (S Wanandi, interview). These include: seeking commitment from, and 

partnership with, government bodies to eradicate corruption in government procurement 

projects - which have the effect of disadvantaging SMEs (Apindo, 2014); relaying the concerns 

of home-based micro businesses to regional and national governments (Apindo, 2014); 

lobbying the government to improve economic competitiveness and efficiency so as to 

produce sustainable economic growth; organising networking events and industry 

roundtables to assist SMEs and regional businesses improve their social capital (Apindo, 2013; 

2014) and providing training and consultancy services targeted at SMEs (Apindo, 2012; 2013; 

2014; Roespina, interview; S Wanandi, interview). The primary motive of these initiatives may 

be to garner support from regional SMEs and for Apindo to strengthen the collective lobbying 

powers of conglomerate elites when it comes to industrial relations; but as a side-effect, they 

improve access for Indonesian regional businesses and SMEs to greater economic, and even 

political, participation. 

Of course, elite business leaders do have an interest in economic development as well, which 

can be achieved by empowering and developing the capacities of SMEs. Such growth, 

however, tends to be slower and its benefits less concentrated on privileged economic actors 

than the rapid development often pursued by the Orde Baru regime and its ilk (Acemoǧlu & 

Robinson, 2012). In addition, SME development poses the risk of creating a more competitive 

                                                           
154 Cf. Amerasinghe’s (2013) account, which suggests that there was insufficient evidence to suggest that 

Apindo’s secretariat functions are struggling financially – although this is partly because of cashflow from and 

skills seconded by its largest members. Apindo does not publich its financial reports. 
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market, which could erode the privileged positions of today’s established elites. Hence, the 

pursuit of inclusive growth and positive economic climate by Apindo’s activities are a 

compromise, on the part of elite conglomerates, in support of their goals in the fields of 

employment and industrial relations. 

Internal Dynamics among Members within Apindo 

Conflict among members of Apindo is rare and normally kept in check for two reasons. The 

first is that, like the EFC, the association’s primary focus is on employment and industrial 

relations. As earlier mentioned, when it comes to industrial regulations, employers in the 

developing world generally want very similar things, including: cordial relations with unions 

(if they cannot be shut-down); labour market flexibility; improved labour productivity; simple, 

clear and easy to understand labour regulations; and the like. Second, the dominance of very 

large, indigenous conglomerate interests in Apindo’s central governing committee, Dewan 

Pimpinan Nasional,155 is clear and entrenched (Amerasinghe, 2013). This limits the scope for 

any conflict among members (per Besharov & Smith, 2014). 

Wanandi disputed this assertion, however, and argued that Apindo is not dominated by large 

businesses. In fact, he argues, the association has a systematic approach to reconciling the 

different interests of its members – similar to how it is done in Sri Lankan business chambers. 

But he had considerable difficulties articulating how this is done:  

We set up priorities together. We don’t set up … policies of Gudang Garam, Policies of 

Djarum, or all the big companies. No, [inaudible] companies according to our national 

interest in the national level. We don’t set up the subtext of – what you like to have? I 

don’t care what you like to have! What is the policy is that we decide what’s [best] for 

everyone! 

The statement “I don’t care what you like to have … we decide what’s [best] for everyone” did 

not strike me as particularly conciliatory. So I asked Wanandi to specify how Apindo’s 

management committee decide ‘what’s best for everyone’ given the different interests 

present in the association. Again, he struggled to provide me with an answer.  

This starkly contrasts the responses of my Sri Lankan informants. As evidenced in the previous 

chapter, Sri Lankan interviewees were able to give me clear explanations and detailed 

examples when asked the same question. Wanandi’s inability to answer my question seems 

to suggest that Apindo has limited experience with managing dissent and conflict among its 

membership. Despite its de jure decentralised governing structure, real influence and 

authority within the association is paradoxically centralised (Amerasinghe, 2013). Outspoken, 

charismatic and high-profile councilmen wield significant control of the association and its 

secretariat. Senior members of Apindo’s secretariat would go so far as to attribute the 

association’s ascendance post-Orde Baru, and its apparent success, to the leadership of just 

one person alone, i.e. Wanandi (Amerasinghe, 2013). This level of endorsement by the Apindo 

organisation gives Wanandi, his supporters and their positions, legitimacy in the eyes of 
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association members – and in turn, de facto ‘power over’ the association (see Flemin & Spicer, 

2014). 

When this is coupled with the fact that large employers generally want similar things, as far 

as industrial relations are concerned, and the fact that Apindo’s membership coverage is 

hitherto quite low (Ford & Sirait, 2016; Palmer, 2008), it is unsurprising to see that intra-

association conflict within Apindo is not big issue. Any conflict between members are usually 

dealt with at the industry and regional level by Apindo’s industry and regional affiliates 

(Amerasinghe, 2013; S Wanandi, interview) and mostly on matters not pertaining to the 

association’s key focus, namely employment and industrial relations. Divergence between the 

wishes of key conglomerate groups may occur in the commercial arena, but they are not 

played out in Apindo, which is regarded as, first and foremost at least for the time being, a 

tool for achieving collective industrial relations goals. 

Attitudes towards Political and Economic Inclusion 

The attitudes of Apindo and Kadin towards political inclusion are difficult to gauge. Apindo, as 

an organisation, claims to shy away from any form of political activism, and presents itself as 

being politically neutral and distinct from a civil society organisation (S Wanandi, interview; 

cf. the attitude of Sri Lankan associations, which see themselves as part of ‘civil society’ per M 

Yapa, interview; K Weerasinghe, interview). Although it may comment on trade and 

commercial matters, the association treads carefully to not be seen to endorse any one side 

of politics over another. This seems to be much easier said than done, however, as the actions 

of Wanandi, when he headed the Apindo, directly contradicted his statement at our interview. 

For instance, Prasetya (2014) reported during the 2014 Indonesian presidential election 

campaign: 

Ketua Asosiasi Pengusaha Indonesia (Apindo) Sofjan Wanandi menilai pengusaha 

asing dan lokal khawatir jika Prabowo Subianto menjadi calon presiden. Menurutnya, 

dirinya cuek saat Prabowo menjadi cawapres atau menjadi Pangkostrad saat dinas 

militer karena tak terlalu memegang penuh kekuasaan. 

"Tetapi mau jadi presiden, ini bahaya. Kalau kita sekali berbuat salah bisa bahaya. Itu 

juga yang membuat dolar naik karena pengusaha asing takut," ujar Sofjan … Oleh 

karena itu, Sofjan melihat sosok Jokowi merupakan suatu opsi pilihan yang tepat. 

Jokowi dinilai akan mampu mengatasi kemiskinan dan pengangguran di Indonesia. 

"Pilihlah nomor dua, itu yang terbaik," ujarnya. 

[Head of Indonesia’s Businessmen’s Association (Apindo) Sofjan Wanandi is of the 

opinion that foreign and local businesses are worried if Prabowo Subianto becomes 

presidential candidate. According to him, he was not bothered when Prabowo became 

candidate for vice president or Commander of the Indonesian Army Strategic Reserves 

when he was in the army – because {these positions} did not have full power. 

“But if [he] wants to become president, this is dangerous. If we do something wrong, 

even just once, it can be dangerous. This is what makes the {US} Dollar go up in value 

– because foreign investors are worried,” said Sofjan … For this reason, Sofjan sees the 
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figure of Jokowi as the correct option. Jokowi is viewed as someone who is able to 

address poverty and unemployment in Indonesia. “Choose candidates number 2 [i.e. 

Joko Widodo and Jusuf Kalla]. That’s best,” he said] 

In spite of this, in his interview with me, Wanandi struck an entirely different tone. He noted 

of his association: 

Businessman is really concentrating on their business. Not concentrating on any 

political things that we don’t like to be involved in... If you’re talking NGO, yes. Maybe 

they talk because they have no responsibility. Our responsibility is our labour. Our 

responsibility we need to make profit and we have to make our capital save. This is 

what we’re doing. We’re not involved like NGOs. They can talk anything because they 

don’t take any responsibility…We will not involve in day to day with the political 

performance of Indonesia. But we are trying and our interest is only in the policies… 

Only in certain economic sectors we are giving our advice. 

When suggested that he himself has expressed political views publicly in the past, as head of 

the association, Wanandi argued that he was expressing his views as a private businessman 

and not on behalf of the association. Furthermore, he stressed that Apindo does not restrict 

any of its members from supporting political parties or movements of their choice. The 

association itself, therefore, is a politically neutral body. 

But Wanandi made his comment to Prasetya (2014; quoted above) in his capacity as the head 

of Apindo, not simply as an individual entrepreneur. Furthermore, roughly ten years prior to 

this incident, in 2004, he publicly declared support for the Yudhoyono-Kalla presidential ticket 

“atas nama Apindo” [“on behalf of Apindo”] (DetikFinance, 2004), indicating that these 

political endorsements were made by the association and not just by Wanandi or his Gemala 

Group. It is important to note, at this point, that since large indigenous conglomerates like 

Gemala wield significant power and influence in Apindo (per Amerasinghe, 2013; Hicks, 2004; 

disputed by S Wanandi, interview), the line that differentiates the political views of Apindo as 

an association from those of its conglomerate leadership is blurred. 

This is not to say that Apindo is directly involved in partisan politics, however, or even that its 

leaders subscribe to a particular political ideology. Notably, not even Indonesia’s political 

parties are associated with common ideological platforms such as liberalism and socialism; 

unlike political parties in Sri Lanka and elsewhere. With the exception of politicised Islamic 

movements, Indonesian political parties are only distinguishable from one another based on 

the personalities that lead them (You, 2016c). Indeed Apindo’s leadership has endorsed 

politicians from various political parties including Partai Demokrat, PDI - Perjuangan, Golkar 

and PKB (DetikFinance, 2004; Hicks, 2004; Prasetya, 2014). This, and Wanandi’s contradictory 

statements about Apindo’s political leanings, suggest that the association does not have a 

consistent political view. 

To give another example, Wanandi gave contradictory assessments of the attitudes of 

Apindo’s core constituents towards the Orde Baru regime. While he suggested that businesses 

praise the regime’s efficiency compared to its democratic successor in the era of Reformasi in 

our interview, he implied to Prasetya (2014) that the business community in fact worked hard 
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to remove Soeharto from power in order to help bring democracy to Indonesia (also per 

Mizuno, 2005). 

What is clear, as far as Apindo’s political attributes are concerned, is that the association’s 

political activism is, and has been, kept to a minimum. Where Sri Lankan business associations 

actively participate in social movements, put pressure on political parties for inclusive political 

reforms and the like, Apindo takes its political environment as given. In Wanandi’s opinion: 

We have to cope and work with the policies of government … You cannot just go 

against that. When government and our people decided to become a democratic 

country, not follow the Soeharto regime, the business community has to follow that, 

you know! 

This is a notably consistent approach, which the association has taken since prior to the advent 

of Reformasi. But the reasoning behind the stance differs in the two periods. Prior to the 

collapse of the Soeharto regime, Apindo was rendered impotent by the government’s 

intolerance for dissent (Mizuno, 2005; S Wanandi, interview). Today, its leaders have to 

accommodate the interest of a broader section of the business community that it seeks to 

embrace, including SMEs (S Wanandi, interview). So they are cautious about getting too 

involved in controversial partisan politics. 

As for Kadin, the organisation still has significant linkages to the Golkar Party and senior 

members of both organisations continue to overlap to a significant degree (Faisal, 2013a; 

2013b). Since Bakrie’s replacement by Hidayat, however, there are suggestions that the party 

no longer holds real and substantial influence in Kadin – or at least not to the extent that it 

did under Orde Baru (G Naraindas, interview). Furthermore, the nature of Kadin’s relationship 

with members of the political establishment has changed considerably (Faisal, 2013; G 

Naraindas, interview). This is partly because Golkar is no longer the sole party of government. 

Kadin’s leadership is today also becoming more diversified, albeit slowly, with some senior 

members hailing from other major Indonesian political parties like Partai Demokrat and PDI - 

Perjuangan (Faisal, 2013). 

In recent years, Kadin has actively participated in campaigning alongside Indonesia’s 

corruption eradication commission to root out corruption by unscrupulous business leaders 

(Rozie, 2017) – something that the association helped to perpetuate just a generation ago. Its 

public rhetoric is increasingly focused on fighting corruption, improving government 

transparency, and embracing political and economic inclusion.  

Today, Kadin is also committed to staying clear of partisan politics, but like its Sri Lankan 

counterparts, it does not shy away from publicly seeking commitment from key politicians for 

support in favour of business oriented reforms. In the most recent presidential election, for 

instance, Kadin pushed for both final presidential candidates to sign a memorandum of 

understanding declaring principled support for the business community (Detik News, 2014; 

Mohammad, 2014).156 While the Subianto-Rajasa ticket did so with much televised fanfare, 

                                                           
156 Sri Lanka’s business interest associations did much the same prior to the 2015 parliamentary election, 

although the emphasis of the memorandum was for clean governance rather than direct support for business. 
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the Widodo-Kalla ticket refused to sign the memorandum. Nonetheless, Kadin maintained its 

impartiality throughout, by supporting the visions and missions of both tickets equally 

(Suryowati, 2014). This is a notable departure from the way that Kadin positioned itself in the 

previous presidential election, in which it vehemently threw its support behind incumbent 

president Yudhoyono and labelled then opposition candidate Megawati’s policies ‘unfriendly’ 

to business interests (Adamrah, 2008). 

In summary, the political views of Indonesia’s peak national business interest associations are 

inconsistent and difficult to gauge. On the one hand, they claim to strongly maintain 

independence from the political process. But on the other, members of their managing 

committees are closely tied to the country’s political elites. Both Apindo and Kadin seem to 

value the perception of independence because the agenda of their leading figures need the 

support of the business community broadly, which has diverse political views and 

connections. In addition, distancing away from partisan politics also allows an association to 

speak critically of initiatives that are perceived to be unfavourable to the interests of its 

constituents (Faisal, 2013). This further contributes to their reputation in the eyes of the 

business community.  

Kadin is making forward strides in this respect (Faisal, 2013). But considerable institutional 

reform from within will be necessary if Kadin is to mend its reputation for being too politicised 

(Amerasinghe, 2013). As for Apindo, its political views are ambiguous. But what is clear is that 

the association does not seek to actively participate in Indonesia’s political landscape - and 

largely takes its political environment as given. Although its leaders may have private 

ambitions, in order to achieve the collective goals that they want to achieve through Apindo, 

they find themselves having to accommodate the interests and diverse views of SMEs.  

The transformation of Kadin in recent years and restrictions placed by Apindo’s institutional 

structure on its leaders’ political partisanship provide support for the notion that business 

interest associations, in the absence of direct interference from powerful political elites, are 

unlikely to adopt views that are associated with elitist, exclusive or ‘extractive’ politics. But 

the experience of Indonesia’s business interest associations over the course of Orde Baru, also 

serves as a reminder of how easy it is for an authoritarian state to hijack their agenda and turn 

business representative bodies into tools of an authoritarian regime – and that it takes a long 

time for a hijacked association to return to being a natural agent of inclusion.  

Conclusion 

The experience of business interest associations in Indonesia provides a more complex 

narrative with respect to their contribution to broadening political and economic participation 

compared to their counterparts in Sri Lanka. Where the inclusive attributes of Sri Lankan 

business associations are clear and unequivocal, thoset of Kadin’s and Apindo’s are more 

nuanced. In the preceding chapter, I note that Sri Lankan business interest associations were 

conceived, developed, matured and institutionalised in an environment that was largely free 

of government intervention. The development of Indonesia’s main business representative 

bodies, however, had to occur under the watchful eyes of the Orde Baru regime. Kadin, which 
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is officially the country’s only peak national business association during the Soeharto era 

effectively became an instrument of control for the regime. 

Studies on Kadin, subsequent to the fall of Soeharto, exposed it as an organisation that had 

little credibility amongst the business community (Amerasinghe, 2013; Hartono, 2011; Hicks, 

2004; 2012). The association could be viewed as a classic Olsonian institution, which helps 

rent-seeking interests pursue their own individual gains (Hicks, 2012). Apindo, on the other 

hand, which had been muted but otherwise relatively untouched during Orde Baru, emerged 

as a credible voice of Indonesia’s private sector in the era of Reformasi (Amerasinghe, 2013). 

Its institutional development was assisted by the increasing strength of labour unions, which 

had hitherto been repressed under Soeharto. 

Gradually, however, Kadin slowly evolves into an organisation that does indirectly promote 

inclusion among the business community. Along with Apindo, and their sectoral and regional 

affiliates, Kadin today serves to improve economic inclusion within the business community 

by disseminating critical legal and business information to its predominantly SME members. 

It also provides legal advice, assistance with international collaboration, opportunities to 

network, and other services associated with a normal business association (Faisal, 2013; G 

Naraindas, interview). These activities assist with SME capacity building because they 

empower SME managers and entrepreneurs to participate more in the economy. This is not 

to say that Kadin’s transformation into a genuine business representative organisation is 

complete, however – far from it. But it is heading in that direction. 

As for Apindo, the most powerful, resourceful and influential business elites seized the 

association, after the fall of Orde Baru, to promote their own interests. But they only seek to 

use Apindo to represent their collective interests in the realm of employment and industrial 

relations. They do not use it to rent-seek and participate in corrupt transactions, or reinforce 

their clientelistic relations with members of the political elite. These activities tend to be done 

privately, often (but not always) behind close doors. Owners of conglomerate groups tend to 

attach themselves to political patrons on a personal level157 – and not through Apindo. 

Ultimately, in the absence of intervention from a powerful overlord like Soeharto’s repressive 

regime, business interest associations in Indonesia – like associations in Sri Lanka – have the 

natural tendency to develop inclusive attributes. Kadin exhibited non-inclusive attributes 

because of the way, in which the Orde Baru regime interfered in its institutional development. 

Recent studies show, however, that when the controlling regime is removed from power, 

inclusive attributes begin to develop. In other words, Kadin is slowly becoming an association 

that assists in broadening access to political and economic participation.  

                                                           
157 E.g. Surya Paloh to President Widodo, Sofjan Wanandi to Vice President Jusuf Kalla. 



 

152 

 

Chapter Seven 

Discussion and Conclusion 

 

Overview of the Research Project 

The motivation behind this dissertation is to investigate the conditions, under which business 

associations act as agents of political and economic inclusion – and the conditions, under 

which they conversely act to hinder political and economic inclusion. The specific research 

questions that drive the study are: 

1. Why do some business interest associations in SPMEs do things that have the effect 

of broadening access to political and economic participation? 

a. How specifically do these associations broaden access to political and 

economic participation? 

2. Why do other business interest associations in SPMEs, conversely, do things that have 

the effect of constraining access to political and economic participation? 

a. How specifically do these associations constrain access to political and 

economic participation? 

To answer these questions, I conducted a comparative case study of peak business interest 

associations in Sri Lanka and Indonesia. The choice of these two countries was driven by 

previous studies which suggest that Sri Lanka’s business associations behave in a way that is 

likely to assist with broadening access to political and economic participation (Moore & 

Hamalai, 1993), while Indonesia’s associations, on the other hand, do not (Hicks, 2012). 

Considering striking similarities in the economies, economic histories, market structures and 

colonial histories of Sri Lanka and Indonesia, the very different attributes embodied in their 

business associations are puzzling. Understanding the key explanatory variable/s that 

determine the institutional attributes of peak Sri Lankan and Indonesian associations, when 

it comes to political and economic inclusion, contributes to developing our understanding of 

the institutional attributes of peak business associations in SPMEs in general. 

Business associations are important actors in the political and economic landscapes of a 

country (CCD, 2011). Their influence on public policy has been shown to be significant at 

critical junctures in a nation’s political and economic trajectory (e.g. Thornthwaite & Sheldon, 

2012). Prominent associations frequently act as partners and trusted advisors to government 

bodies (ILO, 2010) – and they regularly have easy access to key policy makers (Nguyen, 2014a; 

2014b; Olson, 1965; 1982; Schmitter & Streeck, 1999). Moreover, state functions are often 

outsourced by governments and entrusted to these associations (e.g. Hicks, 2012; ILO, 2010; 

Moore & Hamalai, 1993). 

A better understanding of business representative bodies helps public policy makers make 

better decisions involving businesses and the economy. It helps NGOs work with them to 

create value for the communities that they seek to assist. It adds nuance to the academic 
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debate about the value of business associations to an economy. Research on business 

associations, in the context of a developing market, also helps us to contrast the roles that 

these associations play against those taken on by associations in the developed world. It also 

provides a glimpse into the nature of business-government relations in the Global South, 

which has received less attention, in academic circles, than business-government relations in 

the Global North. 

Key Findings 

The findings of this dissertation, which I have summarised in Tables 7.1 and 7.2 below, suggest 

that business interest associations in a developing SPME do things that have the effect of 

broadening access to political and economic participation because such actions are consistent 

with advancing the interests of leading actors within them. Consistent with Larrain Aylwin and 

Prüfer’s (2014) depiction of the inner working of associations in developing economies, these 

actors utilise their associations to achieve collective goals that benefit a broad section (or 

sections) of society. Business associations broaden access to political and economic 

participation by amplifying the voices of SMEs, engaging in capacity-building projects in rural 

and regional areas, pushing for clean national governance and political accountability, 

participating in corruption eradication initiatives, providing SMEs with direct access to policy 

makers, and so on.  

Why does a business association … 

Foster political and economic inclusion Supress political and economic inclusion 

Because inclusion directly and collectively 

benefits its members 

 

Because its agenda is hijacked by powerful 

actors, whose interests are inconsistent with 

political and economic inclusion 

Because inclusion expands the influence of its 

leading members 
 

Because businesses that do not benefit from 
inclusion do not actively participate in leading 

the association 

Because the institutional identity of the 
association is such that it cannot be regarded 

as a collective interest association 

Because inclusion helps to secure the long-

term viability the association body 

 

  

 

Table 7.1: Summary findings to RQ1 and RQ2 

Contrary to Olson’s (1965; 1982) view, evidence presented in this dissertation suggests that 

powerful individuals and very large firms do not use business associations to rent-seek. While 

they may become members of business associations and even participate in association 

management functions, they do so in order to pursue collective goals that they are unable to 

achieve on their own as individuals. Rent-seeking activities, which provide individual benefits 

at the cost of a broader section of society, tend to be performed at the individual level and 

not through a formal collective association like a business interest association. 
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How does a business association … 

Foster political and economic inclusion Examples Suppress political and economic inclusion Examples 

        

By initiating and engaging in capacity 

development projects for SMEs, young 

entrepreneurs and regional enterprises 

* Citi-CCC Rural Economic 

Empowerment Programme 

 
* NCCSL's and FCCISL’s rural and 

regional training initiatives 

 

* FCCSL partnership with the 

Consortium of Humanitarian Agencies 

to distribute relief for Boxing Day 

Tsunami victims 

 

* CCC's Youth Business Sri Lanka 

initiative 

By being involved in rent-seeking activities 

that have the effect of marginalising a 

section of the business community 

* Kadin's actions in the procurement 

licensing scheme (per Hicks, 2012) 

 

* Kadin’s readiness to be used as a 

platform for businessmen to seek 

personal influence among members of 

the political elite in the immediate years 

post-Orde Baru (pre-Hidyayat) 
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By providing a voice mechanism for 

business operators and small-scale 

entrepreneurs who are otherwise 

without a voice 

 

* NCCSL's round-table discussion on the 

Indo-Sri Lanka Comprehensive 

Economic Partnership Agreement 

 

* Apindo's series of regional forums, 
which is used as a mean to gather input 

for delegates to take to the national 

convention 

 

* CNCI's unyielding advocacy against 

market liberalisation, which provides an 

alternative voice to proponents of free 

trade (whose voice is prominent) 

 

* CCC creating and giving mandate to 
affiliated trade associations to advocate 

on behalf of their sectors (even if it 

opposes official position of the peak 

body) 

By beating down on smaller associations 

that pose as a competition against it 

* Kadin Indonesia's legal actions against 

Kadin UKM 

 
* Advocacy for the implementation 

(and enforcement of) Undang Undang 
No. 1/1987 

 

* Kadin's marginalisation of industry 

association in the procurement 

licensing case 

 

* Kadin's threat to take away Apindo's 

IR mandate if the latter does not take 
direction from the former 

By directly and publicly advocating for 

political and economic inclusion 

* Sri Lankan chambers' involvement in 

the May 12th Movement 

By readily turning into a tool of control by 

a repressive regime 

* The use of Kadin by the Orde Baru 

administration to instill rules and keep 

an eye on the Pribumi business 
community 

 

Table 7.2: Summary findings to RQ1a and RQ2a 
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However, the agenda of business associations in a developing SPME are susceptible to 

hijacking by powerful external actors like a repressive state. This is what happened to Kadin 

in Indonesia and is the reason that it developed non-inclusive attributes. When this occurred 

during the Orde Baru regime, Kadin essentially became an agent of the Soeharto 

administration and was readily utilised to do things that have the effect of constraining access 

to political and economic participation. Even after the fall of Orde Baru, Kadin maintained 

privileges bestowed upon it by the regime. Remnants of the regime within the association 

ensured that it continued to be used for things that have the effect of constraining access to 

political and economic participation. These include preventing the rise of other business 

representative associations, threatening its affiliate organisations and working to incapacitate 

its industry affiliates when it comes to issuing government procurement licenses. 

Overtime, however, the privileges bestowed upon Kadin by the Orde Baru regime evaporates. 

As they do, Kadin gradually becomes more and more like its Sri Lankan counterparts. This 

goes to show that in the absence of external interference, business interest associations are 

naturally inclined to do things that have the effect of broadening access to political and 

economic participation – much of which is the result of their responses to institutional 

pluralism, that is an inherent characteristic of a collective body of business organisations. 

While scholars like Olson (1965; 1982), Lucas (1977) and even Faisal (2013a) show signs of 

concern regarding the prospect of business associations becoming so powerful as to paralyse 

state functions, evidence suggests that these associations, in fact, are more likely to be 

emasculated by, rather than paralyse, the state. Their silence during the Rajapaksa and 

Soeharto era demonstrates this (per Mizuno, 2005; C Vithanage, interview; M Yapa, 

interview). In the presence of a strong, autocratic, repressive and omnipresent state, 

independent association leaders can only begrudge the political landscape in which they 

operate. Unlike other politically active civil society organisations, business associations and 

their leaders are fearful of publicly challenging a repressive regime, and are hesitant to 

participate in a resistance movement (Mizuno, 2005; C Vithanage, interview; F Amerasinghe, 

interview).  

Only after the fall of Rajapaksa, for instance, were Sri Lankan business interest associations 

prepared to denounce what they perceived to be an assault, by the regime, on the nation’s 

democratic institutions. Prior to this, like Apindo during the Orde Baru era, they sat silently, 

not wanting to ‘rock the boat’, because doing so (per M Yapa, interview):  

… may have some repercussion on you [as individuals]. I’m not saying that some 

business people that; it’s not that you will be shot or anything like that, but you will 

be, er, not in the list of favourites.  

What this means is that while business interest associations ordinarily have the tendency to 

pursue and advance political and economic inclusion, they are unlikely to show courage to 

stand up for the values that they represent against an oppressive158 state. Consequently, their 

agency for political and economic inclusion can, at best, be described as ‘elusive’. 

                                                           
158 i.e. exclusive / non-inclusive / extractive. 
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Areas for Further Research 

While this study supports the assertion that business interest associations in a developing 

economy have the natural tendency to positively contribute to economic development (e.g., 

per Doner & Schneider, 2000; Larrain Aylwin & Prüfer, 2014), it also notes that the agendas 

of these associations are susceptible to hijacking, which alters the trajectory of association 

development. This phenomenon warrants further investigation because when the agenda of 

a business association is captured by a powerful external party, then conventional 

assumptions regarding the nature, interests, institutional make-up and attributes of the 

association no longer holds.  

In the case of Kadin, it appears that when the captor is removed from the scene, the 

association then gradually, though not immediately (per Hicks, 2012), begins to embody 

attributes that are typical of an independent business interest association. But the process is 

not yet complete and the insight, at present, only comes from one case study. Further 

research on business associations, whose agenda are dictated by parties or actors other than 

its members or secretariat, is likely to considerably advance our understanding into these 

important organisations. 

Another promising area of work is in quantifying the positive effects of business association 

activities. This dissertation argues that business associations in SPMEs contribute to economic 

development by advancing political and economic inclusion. Larrain Aylwin and Prüfer (2014), 

on the other hand, assert that these associations’ positive contribution comes predominantly 

from the pursuit of stronger protection for private property rights. Doner and Schneider 

(2000) view the positive impacts of associations on economic development from yet another 

angle, i.e. their direct contributions to infrastructural and institutional development, which in 

turn support the functioning of markets. Goldsmith’s (2002) empirical study highlights the 

way, in which business associations can supplement state functions in parts of the world 

where government resources are inadequate to service the needs of the business sector and 

market. A broad, holistic and comprehensive review of the literature regarding the 

contributions of business associations to economic development would provide an excellent 

foundation for a quantitative study to measure the impact of each type of contribution in 

various contexts. 

Next: Larrain Aylwin and Prüfer (2014) argue that business associations’ positive contribution 

to the development of an economy is likely to diminish with increasing per capita income. 

This is because, as private property rights are secured in an economy (and as the said 

economy gets richer), these associations are likely to switch their attention from securing 

collective goods to engaging in rent-seeking. But this dissertation suggests that actors who 

engage in rent-seeking activities prefer to do so in private and as individuals rather than 

through the use of a collective association. Detriments caused by business interest 

associations on political and economic inclusion do not happen when they pursue the interest 

of their members and act as special interest groups (or in other words, civil society 

organisations) but rather when they are used as a tool of control by an external actor. 
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For this reason, my findings seem to contradict Larrain Aylwin and Prüfer’s fundamental 

assumption. Further research – perhaps a longitudinal study using archival data − on 

associations which operate in a developed country over the course of the country’s economic 

development may help to bridge the gap in our understanding of the dynamics of business 

association attributes over the course of its host country’s economic progress and, in turn, 

address the gap between my, and Larrain Aylwin and Prüfer’s (2014) assumptions regarding 

the rent-seeking behaviour of business associations. 

Closing Remark 

Business interest associations are important actors in the political and economic landscape of 

a developing SPME. Their influence on public policy debate is often significant, and 

governments regularly seek their input and assistance on important state matters. Some 

commentators are concered about their level of political influence and access; while others 

argue that these associations have, in fact, considerable potential to be a force of ‘good’. 

Evidence suggests that business associations can have both positive and negative impacts on 

a country’s political and economic landscape - including by being agents of, and impediments 

to, political and economic inclusion. 

What this dissertation is interested in are the conditions, under which business associations 

in SPMEs act as agents of political and economic inclusion – and the conditions, under which 

they conversely act to hinder political and economic inclusion. The study presented in this 

thesis shows that associations, which were allowed to develop and institutionalise 

independently of external control, have the natural tendency to do things that have the effect 

of broadening access to political and economic participation. But it also provides a reminder 

of how susceptible these associations are to hijacking by powerful external actors like an 

authoritarian regime. Even when they are not directly controlled by a repressive regime, 

business associations are unlikely to show courage to resist repressive governments. Their 

tendency is to stay begrudgingly silent and ‘not rock the boat’ - if not taken over completely 

by the regime. For these reasons, business interest associations in SPMEs can at best be 

described as ‘elusive’ agents of political and economic inclusion.  

Further qualitative case studies on the takeover of association agenda by powerful external 

actors (whether they be authoritarian governments, large conlomerates, influential families 

or other dominant actors) would give us valuable insight into what can be done to mitigate 

the risk of the same happening in other associations. Quantitative studies into the positive 

and negative impacts of business associations in a transitioning economy will increase our 

appreciation of roles that they play in economic development. The study of business 

associations presents considerable potential for future research - and I hope that this thesis 

helps to narrow the gap between our presently modest understanding of business interest 

associations and the wealth of knowledge we already have other important economic actors 

like trade unions and conglomerate groups.   
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Appendix A 

Country Profiles: Sri Lanka and Indonesia159 

 
  

                                                           
159 Images sourced from CIA, 2017; Government of Indonesia, 2017; Government of Sri Lanka, 2015; Operation 

World, 2017. Economic figures are based on PPP and measured in 2011 US$ (more accurately, ‘international 

dollar’, as the measures use PPP). Percentage of religious adherents in Indonesia add up to more than 100% 

because some communities and individuals have more than one religious affiliations (e.g. communities in 

Indonesia’s remote areas are nominally Christians but also practice animism; some Tionghoa Indonesians are 

nominally Buddhist but also adhere to Chinese folk religion and Confucianism). This is quite a common thing in 

various parts of the world like Japan and sub-Saharan Africa. 
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Appendix B 

List of Interviewees160 

 
Franklyn Amerasinghe 

Senior Independent Director at John Keels Group 

Interviewed 28 August 2015 at the Amerasinghe Residence, Wattala 

 

Amerasinghe was CEO and Director General of the EFC from 1990 to 2000, 

during which time he authored a number of books on the topic of business 

and employer representation in Sri Lanka and the wider Asia-Pacific region. 

He was subsequently engaged by the ILO as a Senior Employer Specialist, 

responsible for facilitating the the organisational development of employer groups in East 

Asia. In addition to his current role at John Keels, Amerasinghe also acts as: Trustee for the 

Association for Dialogue and Conflict Resolution, and Director of the Skills Development Fund 

(John Keels, n.d.). He also serves as a member of: the Board for the International Centre for 

Ethnic Studies, and the Commercial Arbitration Board of the Institute for the Development of 

Commercial Law and Practice.  

 

Bandulla Dissanayake 

CEO and Secretary General of the NCCSL 

Interviewed 20 August 2015 at the NCCSL Head Office, Colombo 

 

Dissanayake has held managerial positions at the NCCSL since August 2011, 

first as Deputy Secretary General and then in his current position from 

January 2014. He previously managed a sales and marketing department at 

a multinational information technology company. As NCCSL’s CEO and 

Secretary General, Dissanayake liaises closely with the chamber’s council members and 

president, who have significant involvement in its day to day affairs. Much of the chamber’s 

regular operational and administrative matters are directly overseen by Dissanayake’s office. 

 

Ayomi Fernando 

Head of Training at the EFC 

Interviewed 5 August 2015 at the EFC Head Office, Rajagiriya 

 

As the EFC’s new Head of Training, Fernando’s focus has been on 

developing local businesses’ organisational capabilities and raising 

awareness about inclusive business practices. This includes disseminating 

information on how to avoid and deal with sexual harrassment at work, and 

the benefits of having a diverse workforce. A part of her work is also aimed at empowering 

women entrepreneurs. Although Sri Lanka has made significant progress with respect to 

promoting gender equality, female labour participation is still relatively low and this is one of 

                                                           
160 Information presented in this section is accurate as at the date of interview. Images and information are 

courtesy of the individual participants, ILO, NCCSL, John Keels, EFC, CNCI, Apindo and CCC. 
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the issues that Fernando aims to address. Prior to taking on her current role, Fernando was 

an Industrial Relations Advisor. She has been working for the EFC since 1999. 

 

Thilak Godamanna 

President of the NCCSL 

Managing Director and Chairman of Ninehearts 

Interviewed 20 August 2015 at the National Chamber Head Office, Colombo 

 

Godamanna is the Managing Director and Chair of Ninehearts, a Colombo 

based photography lab and design studio, and a prominent member of the 

NCCSL. He was elected to his current position at the NCCSL in April 2015, 

having previously held the positions of secretary and senior vice president. Godamanna 

additionally still plays an active role in other business support organisations including serving 

as the vice president of the Sri Lanka Bangladesh Business Co-operation Council and vice 

president of the Sri Lanka China Business Co-operation Council. He is also a fellow of the 

National Photographic Art Society Sri Lanka and Sri Lanka Institute of Photographers. 

 

Gamini Gunasekera 

Chairman of the CNCI 

Managing Director of Union Chemicals 

Interviewed 25 August 2015 at the Union Chemical Head Office, Colombo 

 

Union Chemicals is a Sri Lankan subsidiary of Union Carbide, which in turn 

is a subsidiary of the US-based Dow Chemical Company and a member of 

the CNCI. Gunasekera has worked for Union Chemicals since 1978, initially 

as a chemical engineer and later taking on more responsibilities as the company went though 

several ownership transitions. As Chairman of his chamber, Gunasekera is an ardent 

proponent of industry protection, which he regards as essential to the survivability of Sri 

Lanka’s manufacturing sector. He believes that manufacturing are the engine of economic 

development and therefore must be nurtured through government support. 

 

Abeyratne Muthugala 

Secretary General of the CNCI 

Member of the Executive Council of the FCCISL 

Interviewed 7 September 2015 at the CNCI Head Office, Colombo 

 

Muthugala heads the secretariat function of the CNCI and takes direction 

from its president and council regarding its strategic directions. He is also 

currently listed as a member of the Executive Council of the FCCISL 

representing his chamber organisation, although the role is today largely taken on by CNCI’s 

Vice Chairman, Tissa Senaviratne. Prior to occupying his current position, Muthugala served 

as the Deputy Director of Human Resources and Administration for the FCCISL. 
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Gautam (Garry) Naraindas 

Head of the International Division of Kadin 

Deputy Head of APINDO’s Asia Pacific and Africa Division 

Director of 3G Indonesia 

Interviewed 22 June 2016 at Sofitel Gandaria City, Jakarta 

 

For over 17 years, Naraindas has operated 3G Indonesia, which 

manufactures and supplies synthetic leather and sillicone rubber products 

to hotels across the country. His business is headquartered in Jakarta but he also operates a 

workshop in Yogyakarta. As a member of Kadin, Naraindas was recently appointed to head 

the chamber’s International Division to promote trade between Indonesian and overseas 

firms. He holds a similar position in Apindo as well, in which 3G Indonesia is also a member. 

 

Roespina 

Human Resource Director at Grand Lucky Superstore 

Interviewed in Bahasa Indonesia on 23 October 2015 at Grand Lucky CSBD Store, Jakarta 

 

Roespina has worked for Grand Lucky since its opening in 2007 and been the main liaison 

between her company and Apindo’s retail associate, Asosiasi pengusaha ritel Indonesia [the 

Indonesian Retail Employers Association, ‘Aprindo’]. Her formulation of the company’s 

human resources policies and procedures rely to a significant degree on information 

distributed by Aprindo. 

 

Chandraratne Vithanage 

Senior Assistant Secretary General of the CCC 

Interviewed 28 August 2015 at the CCC Head Office, Colombo 

 

Prior to joining the CCC, Vithanage worked as a Business Development 

Coordinator for one of Sri Lanka’s first micro-finance and micro-enterprise 

development projects. Thereafter, he joined the CCC in 1996 and became 

involved in various programs aimed at improving the skills and capacities of 

Sri Lanka’s small to medium sized enterprises. Vithanage liaises with international agencies 

such as the Deutsche Gesellschaft für Internationale Zusammenarbeit to promote modern and 

sustainable business practices to small and regional enterprises. He is also interested in 

working to develop entrepreneurial skills in Sri lanka’s youths as a part of addressing the 

country’s brain-drain.  

 

Sofjan Wanandi 

Chief Expert Staff to the Vice President of Indonesia 

Chair of Gemala Group (a.k.a. Santini Group) 

Interviewed 15 October 2015 at the Vice Presidential Palace, Jakarta 

 

A Tionghoa businessman and Chair of the Gemala Group, Wanandi was 

considered a representative of the interests of Tionghoa conglomerates 

during the Soeharto era in Indonesia. But he fell out of favour with the 

latter and had to flee abroad when new President Habibie brought corruption charges against 

him for misusing a large amount of state credit (Hicks, 2004; Intriknews, 2014). He returned 
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to the country following the ascend of his political ally, Abdurrahman Wahid, to the 

presidential office, after which the corruption charges against him were dropped. Wanandi 

led Apindo for a period of eleven years from 2003 to 2014, during which time he also served 

as the Deputy Head of Kadin’s Deliberative Council. Wanandi resigned from Apindo after 

securing his current position as Chief Expert Staff to the Vice President. A savvy political actor 

(Intriknews, 2014), Wanandi today enjoys direct access to Indonesia’s vice president and 

other political elites in the Indonesian national government. 

 

Kanishka Weerasinghe 

CEO and Director General of the EFC 

Interviewed 5 August 2015 at the EFC Head Office, Rajagiriya 

 

Weerasinghe was appointed to his current position in the EFC in July 2015, 

after having worked at the organisation for almost 18 years since 1997. He 

first joined the federation under Franklyn Amerasinghe (see above) as an 

Industrial Relations Advisor and then proceeded to become the federation’s 

Assistant Director General and in turn, Deputy Director General prior to taking on his current 

position. Weerasinghe hopes that under his leadership, the EFC will become more proactive 

in the field of industrial relations and occupy a more prominent position in higher education 

by facilitating a transition to work program for recent graduates in collaboration with 

employers and commercial chambers.  

 

Mangala Yapa 

CEO and Secretary General of the CCC 

Member of the Council of the EFC 

Interviewed 10 August 2015 at the CCC Head Office, Colombo 

 

Yapa was appointed to his current position at the CCC in October 2014, 

having just retired from the position of Managing Director of the privately 

owned Colombo Dockyard, where he worked for ten years. He is also 

simultaneously serving as President of the National Chamber of Exporters among other roles, 

and in the past acted as a Council Member for the NCCISL (Sunday Times, 2014; Daily FT, 

2014). A chartered engineer by profession, Yapa was engaged by the CCC to improve its 

research and professional services capabilities, with which it has long struggled (F 

Amerasinghe, interview). 
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Appendix C 

Heads of Government161 of Sri Lanka and  

Indonesia since Independence 

 
  

                                                           
161 The head of state of the Dominion of Ceylon up to 1972 was the British Monarch. The head of state of the 

new republic between 1972 and 1978 was (non-executive) President William Gopallawa. From 1978 onwards, 

the executive president of the Democratic Socialist Republic of Sri Lanka is both head of state and head of 

government. Indonesia’s head of state is, and has always been the President of the Republic. 
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Appendix D 

Logic Multiplicity in Participating Associations 

 

 

 

 

 
 

 

 

Applying Besharov and Smith’s (2014) typology of logic multiplicity (per Yu, 2015) to the 

institutional development of Sri Lanka’s and Indonesia’s major peak business interest 

associations. 




