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	Abstract
This article examines the historical formation and strengthening of economic and political oligarchy in rural Java during the New Order within the framework of state capitalism. Using a critical historical approach, it analyzes historical literature, scholarly articles, and contemporary news through heuristic, verification, interpretation, and historiography. The study shows that New Order development policies, especially the Green Revolution and village standardization under Law No. 5 of 1979, turned villages into political and economic instruments of the state. Village elites acted as intermediaries between state interests and capital, producing oligarchic structures at the local level. This article argues that oligarchy in rural Java was historically shaped through development policy, capital penetration, and village power restructuring, thereby contributing to the historiography of rural political history in Indonesia.
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Introduction
Oligarchy in Indonesian politics has recently re-emerged as an intense topic of debate in both academic studies and public discourse. In general, oligarchy may be understood as a form of power relation in which economic and political resources are concentrated in the hands of a small elite that is able to maintain and reproduce its power through control over institutions, policies, and networks of influence (Winters, 2013, p. 15). Most discussions of oligarchy in Indonesia focus primarily on the state and political-economic elites at the national level. Such an approach, however, often overlooks how oligarchy operates concretely at the local level, especially in rural areas.
From a historical perspective, the formation of oligarchy in Indonesia cannot be separated from the development of capitalism, which began in the colonial period and reached a strong consolidation during the New Order (1966–1998). In this period, the state used economic development as the basis of political legitimacy by implementing centralized and growth-oriented policies. The state actively facilitated capital accumulation through regulation, development projects, and control over natural and agrarian resources (Robison, 1986, pp. 105–107). This relationship between political power and economic interests produced oligarchic structures that did not operate only at the center, but also penetrated local society.
Rural Java occupied a strategic position in the New Order development project. Besides functioning as the basis of national food production, villages also became important spaces for the regime’s political consolidation. Through the Green Revolution program and the standardization of village administration under Law No. 5 of 1979, the state strengthened its administrative and political control over villages (Riadi, 2021). These policies brought major changes to the economic and social structure of rural society and at the same time strengthened the role of village elites as intermediaries between the state, capital, and the people.
The penetration of capitalism into rural Java did not occur evenly. Access to land, agricultural technology, credit, and development programs tended to be concentrated among groups that enjoyed proximity to power. This condition encouraged socio-economic differentiation and produced local elites who controlled both economic resources and village political office. In this context, the village was no longer merely an object of development, but also an arena in which economic and political oligarchy operated at the local level.
So far, studies of New Order oligarchy have largely focused on the relationship between the state and big conglomerates, or on the transformation of oligarchy at the national level after Reformasi. By contrast, studies that specifically place rural society—especially rural Java—as an important space for the formation and reproduction of oligarchy remain relatively limited. Yet understanding oligarchic dynamics in the village is essential for explaining how New Order power operated effectively down to the lowest social layers and how it left structural legacies that continue to endure.
Based on this gap, this article examines historically the dynamics of capitalism and the formation of economic and political oligarchy in rural Java during the New Order. Using a critical historical approach, the study seeks to show that village oligarchy was not a phenomenon that emerged spontaneously, but rather the result of a historical process shaped by development policy, relations of power, and the penetration of state capitalism. In this way, the article is expected to enrich studies of rural history and contribute to understanding the historical roots of oligarchy in Indonesia.
Accordingly, this research focuses specifically on the New Order period as a crucial phase in the formation and strengthening of economic-political oligarchy in rural Java, placing development policy as the main factor that shaped relations of power at the village level.



Method
This study uses a critical historical approach to reconstruct chronologically and analytically the dynamics of capitalism and political oligarchy in rural Java during the New Order. This approach was chosen because it allows the researcher not only to trace past events, but also to examine the relations of power, political interests, and economic structures that underlay them. The historical method employed follows the five stages formulated by Kuntowijoyo (2005): topic selection, heuristics, verification, interpretation, and historiography.
The topic-selection stage was carried out on the basis of historical relevance and academic significance. The theme of rural capitalism and New Order political oligarchy was chosen in order to examine how development and capital penetration shaped power structures in rural Java and affected village communities. The heuristic stage involved the collection of primary and secondary sources. Primary sources consisted of contemporary mass-media reports. Secondary sources were drawn from books, journal articles, and previous studies relevant to the New Order, state capitalism, and rural Java.
The verification stage was undertaken through external and internal criticism in order to assess the authenticity, credibility, and content of the sources. At the interpretation stage, the historical facts were analyzed using critical historical and political-economy perspectives in order to understand the relationship between the state, local elites, and rural society. The final stage, historiography, was realized through an analytical and critical historical narrative capable of explaining the process and impact of capitalism and political oligarchy in rural Java during the New Order.
Results and Discussion
The Development of Oligarchy in Indonesia
To understand the development of oligarchy in Indonesia, it is first necessary to understand what oligarchy is and how it works. Hadiz and Robison explain in Reorganising Power in Indonesia: The Politics of Oligarchy in an Age of Markets that oligarchy is a system of power relations among a group of people who seek to control economic and political resources for their own interests (Hadiz & Robison, 2004, p. 4). Winters, meanwhile, defines oligarchy as the politics of wealth defense pursued by actors who possess material wealth. Oligarchy may stand alone and rule directly, or it may be embedded within either authoritarian or democratic regimes (Winters, 2013, p. 15).
Oligarchy has in fact developed in Indonesia for a long time. Its roots may be traced as far back as the colonial era, and even earlier into the seventeenth century. In that period, oligarchy appeared through groups that organized political systems in order to facilitate commercial economic interests. One example can be found in the reign of Iskandar Muda in Aceh, where the government was driven by twelve wealthy men, four of whom held higher standing than the others. These twelve men were known as orang cayo, and after the death of Sultan Iskandar Muda they exercised control over the kingdom (Ardanareswari, 2020).
Anthony Reid likewise explains that after the fall of Sultan Iskandar Muda, a group exercised control over politics within the Aceh Sultanate. This group encouraged the appointment of women as rulers so that royal authority over trade could be limited, thereby allowing those with commercial power to conduct their international business securely (Reid, 2014, p. 197). This episode may be used as an early indication of how oligarchy entered Indonesian political life as early as the seventeenth century.
Oligarchic practices in Indonesia further developed alongside the growth of capitalism in the Dutch colonial period (Wirayudha, 2020). This can be seen when European entrepreneurs sought land to expand export-crop production. Europeans often began by cooperating with indigenous rulers or local elites in order to facilitate their enterprises. Alicia Schrikker, in the opening chapter of Kupu-Kupu Boven Digoel, describes how groups of Europeans built political and economic networks in Semarang. Through such political and economic strength, Europeans and their associates were able to construct an empire that earned the title of the 'Uncrowned King' of Java (Schrikker & Manullang, 2024, pp. 1–22).
These patterns continued after Indonesian independence and reached their peak during the Soeharto era. In this period capitalism displayed its greatest force, and oligarchy became much stronger. This was closely related to Soeharto’s own policies, since he possessed both strong political authority and substantial economic power. As Paul K. Gellert explains, Soeharto was a central actor in the operation of oligarchy. He used his political position to create policies that benefited himself and his cronies in the economic sphere, such as in the timber business that flourished at the time (Gellert, 2005, p. 147). Over his thirty-two years in office, the New Order also produced new elites who would later inherit and continue oligarchic practices in Indonesia.
After Soeharto stepped down and Indonesia entered the Reformasi era, many people assumed that oligarchy had ended. This expectation was rooted in the belief that the principal actor had fallen and that new policies would emerge. In reality, however, Reformasi did not immediately break from earlier patterns. Instead, the era was often seen as another center of oligarchic development, partly because political leadership lacked sufficient strength and firmness, especially during the presidency of Susilo Bambang Yudhoyono, when inequality became increasingly visible.
Bekel, Village Heads, and the State: The Evolution of Village Power in Java
The long history of rural Java is an especially interesting spatial field of study, particularly in the domains of politics and economics. Both fields contain many events that remain relevant today. Before moving further into the history of rural Java, it is important to understand what is meant by a village. According to Law No. 6 of 2014, a village is a territorial community unit authorized to regulate and manage governmental affairs and the interests of the local community on the basis of community initiative, origin rights, and traditional rights recognized and respected within the governmental system of the Republic of Indonesia (Government of Indonesia, 2014). As a local unit authorized to manage its own affairs, the village has its own governmental system led by a village head or lurah, and these offices play an important role in determining whether a village succeeds or not.
The village political system today cannot be separated from the long history of rural life in Indonesia. Historically, village political systems have been diverse, because each region has had its own particular characteristics, especially in the selection of village heads. Outside Java, village government often emerged on the basis of blood ties or genealogy (Pranoto, 2000, p. 18). In such cases, villages were formed under customary leaders whose legitimacy was hereditary. In Java, by contrast, village government in the pre-colonial period was more often formed through elections, shaped by local interests; therefore, the selection process was based less on family or custom than on direct choice (Rahardjo, 1999, p. 161).
In the pre-colonial period, villages formed part of larger kingdoms. As the highest level in the feudal order, the kingdom possessed domains of power in the form of lands owned by royal relatives, known as tanah lungguh. These lands functioned as sources of tax revenue. In practice, lungguh lands were managed by royal appointees and then entrusted to a bekel. In the royal era, the bekel was responsible for collecting taxes from cultivators and also maintaining security over the land (Haryanto, 1997).
During colonial agrarian reorganization, the bekel acquired additional duties. No longer limited to managing land and mobilizing labor, the bekel was burdened with administrative responsibilities as well. In this sense, the bekel became the forerunner of the village head or lurah in Javanese rural history (Padmo, 1998, p. 74). Through such policies, the village became the spearhead of colonial government in implementing exploitation. The colonial state later introduced village regulations through the Regerings Reglement of 1854, which stipulated that village heads were to be elected directly by the people. At the same time, lurah or village heads were mandated by the colonial government to manage village households while observing rules established by the bupati and resident (Sos, 2006, p. 19). In the early twentieth century, the colonial government revised this arrangement by issuing the Inlandsche Gemeente Ordonantie, which applied specifically to villages in Java and Madura (Sos, 2006, p. 18).
Colonial regulations continued to shape village governance after independence. In 1948 the government issued Law No. 22 of 1948, which provided for administrative divisions that included villages with the right to regulate and manage their own households. This law was intended as a critique of previous colonial regulations. Village regulation continued in 1954 with the formation of the Commissariat for Autonomous Regions. Its chairman, Sutardjo Kartohadikoesoemo, hoped to return the village concept to arrangements that had existed before the IGO regulation. At the end of Soekarno’s rule, the government issued Law No. 19 of 1965, which granted villages the right to choose their heads and possess their own property. This law, however, was never fully implemented because of political instability at the center and the transition of power (Riadi, 2021).
During the New Order, village politics was brought fully under central government control. Through Law No. 5 of 1979 on village government, villages throughout Indonesia were standardized according to the Javanese model (Government of Indonesia, 1979; Riadi, 2021). This produced major disruption in village social and political life. New Order centralization was used as a political instrument by Soeharto, who understood the strategic importance of villages in both politics and economics. Politically, villages became the spearhead of regime campaigns and the standardization of thought concerning government programs. One example was the 'Televisi Masuk Desa' program, through which the government sought to ensure that development messages reached village communities (Aryono, 2021). Under these conditions, villages lost control over their own territories and communities, and village governments became passive administrative instruments.
Only after Soeharto’s fall and the transition to Reformasi did villages gradually recover some of their rights to regulate and manage local government. In 1999 the government issued Law No. 22 of 1999 (Syamsu, 2008, p. 78). Through this legislation, the centralized system of government was dismantled and decentralization began. Village governments once again obtained rights to administer village affairs and to benefit economically from village treasury land.
Villages under the Grip of Development: Local Oligarchy during the New Order
Since the Dutch colonial era, villages had played important roles in political and economic processes. This can be seen in the establishment of local-level governments charged with managing administration and cultivating lands belonging either to kings or to the colonial state. Economically, villages also served as buffers for food needs and as sources of tax revenue for the colonial government. The entry of capitalism in the colonial period formed the early basis for oligarchic politics in rural Java. It was marked by the emergence of local village elites who were used by the colonial government as the front line in dealing with society, from taxation to land leasing (Sos, 2006, p. 17).
These processes continued through the Soekarno era and reached their peak under Soeharto. During the New Order, one of the central development concepts was the Green Revolution. This concept spread across countries considered still developing, including those in Southeast Asia and Africa. Soeharto adopted the Green Revolution with a specific focus on food crops, especially rice. Through his authoritarian policies, Soeharto succeeded in pushing the Indonesian economy to a peak. Hal Hill explains that an important factor behind Indonesia’s success in the Green Revolution was a long-term policy focus on increasing food-crop production, particularly rice. Soeharto argued that food sufficiency would create national stability. On that basis, he established organizations such as Bimas (mass guidance) and Bulog, eventually enabling Indonesia to achieve rice self-sufficiency (Hill, 1996, p. 129).
Not stopping there, Soeharto’s development plans eventually extended beyond rice to other crops considered to have high economic value, such as tea and coffee. Indonesia also expanded through the opening of land for oil-palm cultivation, which became another important sector in the broader development agenda. Through these programs, oligarchy developed rapidly from the central level down to the local level. At its peak stood Soeharto himself as the holder of political power and considerable economic capital. One example was the policy to create an industrial zone in Karawang, West Java, an area that had previously been an important rice-producing region during the self-sufficiency program. In the process of shifting from an agrarian to an industrial sector, land speculators played an important role in acquiring land from peasants at low prices. After that, the government issued Presidential Decree No. 53 of 1989 on industrial-zone development in Karawang Regency (Janti, 2021).
Another clearly visible oligarchic pattern in the New Order appeared in the timber business of the 1990s, when Soeharto and his cronies built major business networks. Through forestry law and related policies, Soeharto opened space for commercial exploitation and then involved his associates in marketing. On the ground, military actors were also mobilized to secure such activities in villages located within timber-production areas (Government of Indonesia, 1967; Gellert, 2005).
This local-level oligarchic pattern continued in the context of village-head elections. In these elections, oligarchic actors began to operate through money politics as a strategy to influence village policy according to their interests. During Reformasi, policies such as redistricting or regional partition were expected to decentralize government and improve administrative efficiency. Yet these policies also remained tied to the interests of urban elite groups. In order to preserve businesses that had spread into many regions of Indonesia, oligarchs who had become powerful during the New Order sought various ways to maintain control (Agustino, 2010, p. 16).
In protecting their business interests in rural areas, oligarchs employed several strategies, one of which involved the village-head election process. In practice, oligarchs frequently cooperated with particular candidates. This occurred partly because democracy in Indonesia after the New Order became very expensive. Candidates for regional head and village head alike had to possess sufficient funds for campaigning. Previously, village heads were often selected with reference to mystical signs and rituals to obtain pulung. Over time, however, village-head elections came to be shaped less by spiritual legitimacy and more by material power. As a result, village-head elections became another arena through which elites or oligarchs could preserve their interests (Martha, 2020, p. 63). Thus, oligarchy not only developed strongly in the central government, but also took root at the local governmental level, namely the village.
Conclusion
The concept of oligarchy that has once again become prominent today in fact has a long historical trajectory in Indonesia. Oligarchy grew alongside the entry of capitalism introduced by colonial powers. With the development of capitalism, trade and business were increasingly directed toward large-scale production with costs minimized as much as possible. For that reason, capitalists formed circles of mutual connection in order to facilitate the businesses they controlled.
These developments continued over time, and the beginning as well as the peak of oligarchy came during the New Order and Reformasi. The New Order may be regarded as the starting point of modern oligarchy because of the existence of a particularly powerful oligarchic actor, namely Soeharto, who stood at its apex. The centralized political system made it easier for Soeharto to run the various businesses he controlled. By producing policies and cooperating with his cronies, he ensured that those businesses could run smoothly.
During Reformasi, the oligarchic circle that many had expected to disappear with the collapse of the New Order did not in fact vanish. Oligarchs became even more vocal in influencing many elements of political and social life, including at the local level. Villages as the most basic unit of government did not escape their grasp. Village-head elections, which had previously been viewed through the lens of local mysticism, gradually shifted toward materialist logic. As a result, the cost of becoming a village head, which had once been relatively small, came to resemble the scale of elections at the regency or provincial level. This process shows that oligarchic power also shaped democratic practices in local government, especially in the village.
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