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PREFACE

By: Poltak Hotradero

For more than two decades Indonesia has been a democracy. 
However, in our daily life we are still struggling with the most 
important element of liberty, which is the idea of the individual. 
Whether it is in social life, politics, and most importantly the 
economics –  the space for individual freedom is still under the 
threat of a centralized power through demands in the name of 
policies that lean towards certain groups and requests for the 
state to be present in various spheres.

As a state that is partly free according to the 2018 Freedom 
Index with the score of 65,8 and a rank of 56, these are trying 
times for Indonesia that would determine whether this 
freedom landscape would remain, stagnate, or end. 
Unfortunately, the door to freedom seems to be closing up 
gradually. There are many things that could be blamed as its 
cause, but the lack of promotion of pro-freedom ideas within 
the Indonesian intellectual landscape could be one of its 
catalysts. For that reason, this book would try as much as 
possible to become a reference for a sustainable effort to 
move the dialogue on freedom ahead and to become a fuel 
for intellectual debate in Indonesia.
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Perhaps it would be too haughty to say that this book is trying 
to be the main reference for discussions on freedom. 
Nevertheless, with all humility – we would like to present a 
different view on how society organizes itself through 
individual empowerment according to the principles of 
libertarianism in the social, political, and economic fields. We 
surely would also relate these ideas to how they could be 
applied in Indonesia.

This book also presents a common theme in how individual 
supremacy could be a deterrent for the growth of the seeds of 
the tyranny of the majority that often plague states that only 
started to adopt democracy. The careless drawing up of the 
line between ‘us’ and the ‘others’ along with their interests 
often ignore the reality that –  within their own solitude –  each 
one of us is the minority and this is the most fundamental 
element in a democracy that has to be protected. The failure 
to protect this most fundamental element truly is a failure to 
fully embrace democracy.

Surely this book will not be separated from the discussion of 
the “harm principle” whose line of reasoning posits that 
everyone’s freedom of conduct is to the extent that harm – in 
terms of material loss –  unto others should be avoided. In the 
era of the rapid flow of information and the broadening of 
internet access, there is a push to regulate the flow of false 
information and disinformation. However, this desire often 
stands on shaky ground in relation to its basic principles and 
ignores its impending risks. In such a situation, the harm 
principle as classic values in liberalism could be a solution.
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In economics, this book draws a distinctive line between 
socialism and economic democratization. Rather than 
expanding welfare, socialism only piles up riches for a small 
number of elites. On the other hand, capitalism as a productive 
system along with its market mechanism as an effective 
feedback system has managed to create welfare and economic 
democracy. Capital’s indiscriminate and participative nature 
becomes the market economy’s driving force as well as an 
effective mechanism to manage the allocation of the limited 
resources and as an incentive for the emergence of reason-
based competition.

Furthermore, this book also criticizes central planning in 
economics as argued by Friedrich Hayek in his 1945 essay The 
Use of Knowledge in Society. Hayek also bluntly stated that the 
most urgent issue in the field of economics is in relation to 
resource allocation: how to allocate resources as effective and 
efficient as possible to parties with differing interests and 
desires. However, human preference and desire are not some 
kinds of raw data as often assumed in natural sciences. Human 
action is unstable and it is flexible to changes to situational 
particularities. Hayek states that there is a single most effective 
way to determine an optimal allocation of resources, which is 
through decentralization.

Not only proposing a solution and an alternative idea, but this 
book also presents criticism of popular socialism in Indonesia. 
Socialism’s popularity is often rooted in populist ideas that are 
divorced from logic and basic economic arguments. One of 
the essays in this book discusses why socialist countries like 
Cuba, Venezuela, Uni Soviet, China during Mao, or Indonesia 
during Soekarno’s time are often totalitarian. All of the 
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examples above adopt centralized economics policy, whereby 
economic activities and its pathway are organized based on a 
design made by “the great leader.” In a socialist country, 
totalitarianism is a logical consequence of socialism’s basic 
principles. This is because socialism’s basic principles, which is 
the nationalization of the means of production, imply the need 
for central planning and the active role of the state in economic 
activities. These are the manifestations of economic 
discrimination that we often unconsciously dismiss.

Lastly, I recommend this book to everyone who has an interest 
in the idea of a freer Indonesia. The lessons to be taken from 
this book will greatly benefit further discussion in a more 
specific context, especially in relation to the public interest in 
Indonesia. The aim of these endeavors is simply to make the 
ideas of liberty live not only in our minds, but to also entrench 
its values in Indonesia.

Enjoy this book!
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PREFACE FROM THE EDITORS

Promoting Liberal Ideas

Is the idea of freedom relevant in Indonesia?

This question sounds like it should be asked to anyone who is 
exploring liberal ideas. With the social, economic, and political 
dynamics in Indonesia, it is fit to bring up the crucial discourse 
on how liberal ideas could solve real issues in society. Without 
its relevance, an idea will only live in book pages in the library 
–  discussed by people who have the privilege of time and 
intellectual capacity –  without a real impact on the wider 
society.

This book attempts to answer those questions. How do liberal 
ideas – that believes in individual free will to determine their 
own life course – could be relevant to solve problems in a local 
context. From its inception, liberal ideas were developed as 
they solve problems that were encountered by humanity. 
Liberal ideas attempt to make sense of human nature, which 
in truth, would develop if given the opportunity and freedom 
to do so – or stop if it encounters restrictions or barriers that 
hinder human creativity. Incentive systems, such as this, is a 
factor that could bring about economic and technological 
advancements throughout humanity’s course.
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Approaching liberal ideas by assessing its relevance is essential 
to bring these ideas and principles on freedom closer to the 
wider public. These liberal ideas may seem to be not as popular 
amongst the Indonesian public and intellectuals. Freedom is 
often perceived as ‘wildness,’ an attitude far from responsibility, 
maturity, and honor for moral individuals. Meanwhile, freedom 
in economics is seen as the government’s injustice towards 
impoverished people to benefit the elites and corporations. 
Finally, freedom in politics is often seen as a manifestation of 
‘anarchy’ or the absence of the state as the protector of its 
citizens. Misconceptions over the ideals and principles of 
freedom become additional hindrances to lively intellectual 
debates about freedom, or even debates that attempt to instill 
liberal principles in public policy.

It is important to bring liberal ideas closer to its local contexts: 
an ideal that is grounded upon the Indonesians’ way of 
thinking. Ideals on freedom are often associated with a 
Western way of thinking and set of values, or as an American 
or Western European ideological agenda. However, in reality 
liberal ideas are universal values that prevail over every human. 
These are ideals and values that are proven to be relevant in 
every place and time according to its particular context. 
Freedom’s blessings do not only come during the industrial 
revolution, which brought about prosperity in Western Europe, 
but its blessings could also be felt in the Indonesian archipelago. 
According to historical records, the best free market practice in 
the Indonesian archipelago was between 14 and 15 centuries 
when there were city-states, such as Malacca, Makassar, to 
Gujarat in India who became trade ports in Asia. These city-
states have several similarities, and some of them are: 
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cosmopolitanism – where many people from different 
nationalities who live side by side – with high religious 
tolerance, property rights, very low taxation rate and the most 
important is freedom in the open waters (mare liberum). The 
lack of understanding regarding the ideas of freedom in the 
Indonesian archipelago led to the resistance of liberal ideas. 
Additionally, during the Indonesian independence, communist 
and socialist ideas prevailed, which makes the historical fact of 
the Indonesian archipelago obscured by the Founding Father’s 
romanticism.

After the Indonesian independence, liberal ideas were once 
again forgotten from the Indonesian social, economics, and 
political spheres. From Soekarno’s Guided Democracy to 
Soeharto’s ‘Pancasila’ Democracy, liberal ideas only act as 
generic medicines, which will only warrant the ruler’s interests 
in the case of severe economic crisis, and ignored afterward to 
prioritize vested crony or family business interests. During the 
Reformation era, liberal ideas still fail to reemerge and develop. 
Moreover, these ideas have to go head to head with other 
ideologies – such as nationalism, Islamism, and even socialism 
– that are already inhibited by various intellectual groups in 
Indonesia. Can liberal ideals be relevant?

Introducing Libertarianism

This book is one of the means to make freedom regain its 
relevance. Most of the heated issues in Indonesia comes from 
the anxieties that are closely related to their local contexts. 
Oftentimes, pro-liberty writers or thinkers are too focused on 
events in other countries – particularly in the US, which makes 
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them forget to ground their thoughts on the ground beneath 
them. Fortunately, Suara Kebebasan (Voice of Freedom) has 
seven writers who could capture these anxieties in 23 fresh 
essays that could stay relevant in the future.

Furthermore, through this book Suara Kebebasan wants to 
introduce the term ‘libertarianism’ as analogous to ‘liberal 
ideas.’ Libertarianism – with those who believe in being called 
the ‘libertarians’ – is a word that best explains a political 
philosophy that upholds individual freedom, which is based 
upon the foundational principles of community and 
governance. A libertarian is also someone who believes that 
individual freedom has to be upheld so long as that liberty 
does not violate other individuals’ freedom. In economics, a 
libertarian also upholds property rights, voluntary exchange, 
and the free market. In the Indonesian context, the term 
‘libertarianism’ is important to differentiate these ideals from 
other terms that are marred with misconceptions. The term 
‘libertarianism’ also brings about a novel nomenclature that 
could open up possibilities to comprehensively disseminate 
understandings of liberal ideas.

Developing and transforming the society to be more open a 
pro-liberty certainly needs a strategic approach. This book – 
along with Suara Kebebasan’s website in the past five years 
–   work to foster the ideological basis for these thoughts and 
to disseminate libertarianism ideas. By publishing works that 
sought to explain arguments on freedom, we hope to 
champion the emergence of new actors that could transform 
the society: think tanks and social movement organizations.
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Finally, we hope that this book could be an introductory text 
for everyone –  particularly university students, activists, and 
scholars –  and to be an intellectual exploration guide as you 
delve into liberty.
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POWER AND INDIVIDUAL 
SUPREMACY

1. Democracy and  
Tyranny of Majority

Haikal Kurniawan and 
Juan Mahaganti

“Democracy is two wolves and a lamb voting on what to have 
for lunch.” A quote by Benjamin Franklin, one of the United 
State of America’s founding father, lays out majority rule as a 
basic principle of democracy. In democratic countries, 
legislative processes are overseen by a group of people who 
were chosen through people’s votes. If each individual presents 
their idea in a market of ideas, and if their idea receives a 
majority vote within the population, then it could be legislated 
into the law or implemented as policies.

Such a phenomenon where every citizen could equally 
participate in political and legislative processes may seem 
ideal. The existence of policies that are agreed upon by a 
majority group is an important element to ensure political 
stability. Policies that go against the will of a majority of the 
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population will certainly be met with challenges and massive 
protests. This discontent could potentially lead to political 
instabilities and lasting conflict.

And yet, in reality, such outcome very rarely lines up with the 
way it is conceived theoretically. In practice, democracy often 
becomes a justification to enforce the majority’s authority 
without restrictions. Legitimacy endowed by 51% of the 
population could be perceived as the only criteria to enact a 
policy or to pass a legislation in absence of assessments to 
determine whether it would be unjust to certain individuals or 
groups. Individual rights and minority groups are often 
marginalized, while the majority group’s desires are deemed 
as the highest authority. Democracy itself could then be 
conceived as a system that is not dissimilar to ochlocracy.

Veneration over Majority Will’s
“The Will of the People” is a phrase often used to legitimize 
intimidation towards minority groups, and it is not difficult to 
find the phrase being used to do so. In Indonesia, various legal 
products are legislated to satisfy groups that are thought to 
be the representation of the majority. Moslems as a majority 
group often enforce values that they deem correct in public 
spaces behind the mask of people’s will. Under the pretense of 
people’s will various discriminative legislations, such as the 
anti-Ahmadiyya local regulation and others that marginalize 
minority religious groups, were passed. Under the seal of the 
majority rule, the superior group could seize basic rights of 
individuals and other groups. This entails religious rights, 
freedom of speech, to gather and to organize, and even the 
rights to live.
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In the name of ‘the good,’ the majority could trample over 
individual rights to make their own choices and to organize 
their lives. Simple examples could be in the way some people 
try to regulate what kind of clothes one could or could not 
wear, food or drinks that could be consumed, or the kinds of 
art that could be enjoyed. Democratic spirit, at least after the 
Indonesian reform, is replaced with what the English 
philosopher John Stuart Mill has warned about the danger of 
limitless majoritarian powers. In his seminal work On Liberty, 
Mill argues that every individual has the right to have their 
own conceptions of morality and what is perceived as good 
for themselves. This is also accompanied by equal freedom for 
every individual to organize their lives and to pursue their 
desires so long as they do not interfere with other people’s 
rights and liberty.1

Democracy is essentially space where every citizen is given the 
right to propose and discuss ideas. Another important 
characteristic of democracy is the existence of conflicting 
thoughts, ideas, opinions, lifestyles, and perspectives amongst 
individuals that could be discussed and contested. With the 
absence of variety within the society, surely discussions and 
dialogs would not manifest. Majoritarianism with no limit 
often results in exclusion over other groups that are deemed 
‘unacceptable’ and effectively censored an idea. This certainly 
is a threat to democracy.

Democracy demands irrevocable constitutional guarantees 
over its citizens’ basic rights. The tyranny of the majority almost 
always will lead to a forced ordering by the majority towards 

1 John Stuart Mill. On Liberty. (J. W. Parker and Son, London, 1859) pp. 14-15.
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individuals and minority groups – either in terms of perspective, 
opinion, belief, or lifestyle. Those who have the guts to 
challenge this hegemony could face repression in the form of 
forced removal, physical violence, intimidation, or to face a 
threat of ending up behind the bars or on a noose. In this case, 
individuals and minority groups would only serve as the slaves 
of the majority because they no longer have the autonomy to 
manage their lives and to make decisions for themselves.

Indonesia already has a constitutional guarantee to safeguard 
its citizens’ basic rights. Article 28 I Act (1) of the Constitution 
of 1945 states that

“The rights to life, freedom from torture, freedom of thought 
and conscience, freedom of religion, freedom from enslavement, 
recognition as a person before the law, and the right not to be 
tried under law with retrospective effect are all human rights 
that cannot be limited under any circumstances.”

The rights to life and rights to freedom of speech, are some of 
the absolute rights that are endowed upon each individual 
that is irrevocable, irreducible, and cannot be limited by 
anyone or any groups. This includes the government and the 
majority of people in society. To cite the Russian-American 
philosopher, Ayn Rand, in her essay Collectivized Rights, posits 
that individual rights are not a subject of the popular vote and 
the main function of political decision-making is how to 
safeguard minority rights from the majority’s encroachment. 
In this sense, individuals matter most as it is the smallest unit 
within the population.2

2 Ayn Rand. The Virtue of Selfishness: A New Concept of Egoism. (Penguin 
Books, New York, 1961) p. 96.
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Democratic tides all over the globe is a force that cannot be 
stopped. This holds true even in totalitarian states. Democracy 
has been proven to be the most ideal governance system that 
could be implemented and adapted in nearly all nations and 
states – this includes Indonesia. To us, it is not democracy itself 
that should be questioned and whether it is fit to be 
implemented. The question that arises is rather whether the 
citizens are ready to accept and adopt democratic values. Are 
the citizens prepared to live in a free democratic environment? 
Are they ready to accept pluralism and to respect other 
individuals’ life choices? Are they able to solve problems 
through civilized dialogs?

Indonesia as a Republic
The direction of a nation should not be dictated by the number 
of people making demands on the streets. It is possible that it 
is determined by a set number of people that were chosen by 
the voters, but it should not solely be determined by the vote 
tally itself. This is the spirit of Republicanism. It is distinct from 
pure democracy, which is governance by the majority. It is also 
distinct from authoritarianism where power is held in the 
hands of an individual. Republicanism is also different from 
the oligarchy, which is ruled by a small number of wealthy 
people. Republicanism is distinct from any other governmental 
systems.

In a republic, the destiny of a nation may be determined by the 
number of votes, but the power of the voter’s voice should be 
limited by several principles. These principles should be 
spelled out by the Founding Fathers in a piece of paper or a 
book that would be called the constitution. The constitution 
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should embody noble values held by every person within the 
nation. These values were initially the main reason to why 
individuals within a geographical area chose to gather in a 
union an created a nation-state.

So divine are these noble values that the constitution orders 
that only after it is agreed upon by a majority – that is usually 
two-thirds of the vote – that the constitution could be 
amended. Some constitutions are designed to be nearly 
impossible to change. Within this constitution, the basis for 
government administration is spelled out: the separation of 
power is ruled out in the constitution to ensure that there is no 
abuse of power, and that the rights and obligations of each 
group and citizens will be determined to create an order. 

Democracy is created to ensure that competition is oriented 
towards serving the citizens rather than a small group of 
people. The limits to democracy are also spelled out so that 
there will not be anyone who could easily change these noble 
values that unified the nation. It is possible to amend the 
constitution with a large majority. This could happen when the 
nation has undergone an extraordinary situation that warrants 
a change in the constitution. For instance, the Indonesian 
constitution was amended in 1999 to limit the power of the 
president to avoid another authoritarian ruler in the future.

In a pure democracy, noble causes, moralities, ethics, or logic 
would not matter so long as the majority – that is fifty percent 
plus one – agrees upon something. If the majority desires to 
oppress the minority, then that will be legitimized. In a family 
with a pure democracy, parents with three children will be 
under the wills of their eldest child. In a mental health institution 
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with a pure democracy, the patients rather than sanity would 
be the ruler. The Founding Fathers of Indonesia aspired to 
make this nation a republic, not a blind democracy.

For that reason, this writing aims to remind us to not only fight 
for democracy but to also uphold the noble values that are 
spelled out in the constitution. Fight for a reason and the 
philosophy that underlies it.

If we let democracy run wild and if we allow intolerant groups 
to overtake it –  undermining it –  not only that it tarnishes the 
paper upon which the constitution was written, but it also 
breaks apart the spirit that intertwined the nation as a union. 
And for that reason, we should fight for the Republic.

2. Classical Liberalism and  
the East-West Dichotomy

Haikal Kurniawan

“Liberalism is an ideology from the West that will never be 
suitable with Eastern culture like Indonesia’s!” This is a response 
that I often get when I discuss liberalism with a number of 
friends in Indonesia. I am certain that this does not only 
happen to me. It is not uncommon to find groups of people 
who perceive liberalism and Eastern values as two contrasting 
elements that could never be unified.
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At a glance, this perspective might seem to be true. Eastern 
characteristics that are often associated with togetherness, 
familial ties and cooperation signals that common good would 
be placed over individual interests. Moreover, Eastern societies 
like Indonesia also embodies a culture of great respect towards 
authority.

This pattern can be observed in different kinds of relation-
ships between two parties within Eastern societies. For instance, 
in this setting parents are perceived as the holder of authority 
over their child, husbands over their wives, clerics over their 
disciples, and the aristocrats over the common people. 
Defiance towards the authority is frowned upon and deemed 
unacceptable.

For that reason, ideals of liberalism, such as individual freedom, 
are often juxtaposed with Eastern values. Individualism is often 
thought of as a poison that would make one an egoist simply 
because they are prioritizing themselves and they are lacking 
compassion towards those around them. This is also true for 
liberal values of equality between individuals.

Equality is often perceived as a pernicious idea that goes 
against human nature. It is not rare to find beliefs that see 
parental authority over their children, husbands over their 
wives, and the aristocrats over the common people as a natural 
order that cannot be challenged. If the ideals about equality is 
accepted, it is not impossible for a child to go against the 
wishes of his parents, for a wife to no longer be subjugated by 
her husband, and for a common person to deny the order 
from the aristocrat orders because there is no longer a person 
who would be placed higher than others.
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But is it true? Does liberalism really differ from the values that 
Eastern cultures hold or is it just a propaganda by a small 
number of people to retain their privileges?

Liberalism as a Humane Ideology
The perception that liberalism is a Western ideology that is 
incompatible with Eastern cultures are not something new or 
uncommon. It is what Tom Palmer spoke about during his 
opening remarks for the Asia Liberty Forum 2016 in Kuala 
Lumpur. Tom Palmer himself is the Vice President of ATLAS 
Network and a Senior fellow of the Cato Institute, an influential 
libertarian think tank in the US.

In his speech, Palmer attempted to challenge perspectives 
that posits that liberalism ideals are incompatible with Eastern 
values – that the ideas of individualism, freedom, and equality 
in liberalism are only suitable to be applied where it was first 
conceived, which is the West.

Citing Palmer, it is an undeniable fact that liberalism is an 
ideology that was born and developed in Western states. 
Almost all liberal thinkers were born in Western Europe and 
North America. John Locke and John Stuart Mill were born in 
England, Thomas Jefferson was from the US, Adam Smith was 
born in Scotland, while Voltaire, Montesquieu, and Alexis de 
Tocqueville were French. Not to mention great liberal thinkers 
of the twentieth century, such as Milton Friedman was from 
the US and F. A. Hayek was born in Austria. However, this does 
not mean that the ideas of these thinkers are not applicable 
outside of their home states.
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Palmer explicates that several ideals brought about by 
liberalism, such as the rule of law, is a key concept that is at the 
heart of liberalism. The rule of law is the essence and heart of 
democracy. Without this, a ruler could easily abuse his powers 
to do whatever he desires, which could throw the state into 
dictatorship and totalitarianism.

Besides, other concepts that are also upheld by liberalism is 
freedom of speech and religious freedom. Franklin D. 
Roosevelt, the US’ 32nd president, even stated that freedom of 
speech is one of the four most fundamental rights that should 
be upheld by individuals.3

Freedom of speech opens up a space for discussion and ideas 
exchange between one individual and another. With freedom 
of speech, we can evaluate various ideas and thoughts around 
us. Additionally, freedom of speech is also a fundamental 
element to safeguard democracy and a free society. With a 
guarantee to the freedom of speech that is upheld by the 
state, a citizen could freely criticize even those who hold the 
most power in society. Hence, it is not surprising that 
authoritarian regimes often curtail their citizens’ freedom of 
speech to maintain their power. This is what Hitler, Stalin, Mao, 
and Suharto did.

Let us unpack these ideas. Is the rule of law a Western culture? 
Is it true that only Westerners have the rights to be protected 
from the state, to have a working justice system and leaders 
who operate under legal jurisprudence? Is there any Asian – or 
other “non-Western” peoples –  who want to be apprehended 

3 President Franklin D. Roosevelt’s speech in the Congress on 6 January 1941. 
(Footage: YouTube https://www.youtube.com/watch?v=QnrZUHcpoNA )
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against their will without a valid reason, to be killed or 
kidnapped by the rulers, and to have to endure torture – 
whether physical or mental – by state apparatus like what 
happened to thousands of activists and journalists in Indonesia 
during the New Order authoritarian regime?

Then, what about freedom of speech? Is it only people in 
Europe that holds the rights to enjoy it? If the freedom of 
speech is deemed as a Western culture, then is there any Asian 
people who want to be imprisoned simply because they hold 
a view that differs from the majority of the ruler? Are there any 
of them who were born in the Eastern part of the world who 
wants to be punished, and even killed, simply because they 
are criticizing the government and protesting against them?

Besides, to cite one of Indonesia’s most famous liberal 
politicans and academican, Rizal Mallarangeng, in his book 
“Dari Langit” (From the Heavens), he presents an interesting 
point. Rizal argues that individualism is essentially well 
understood by human nature. There is no one who sees the 
world from another’s eyes. For that reason, for Rizal, 
individualism is a reality, not merely an ideal or an ideology.4

People in the West themselves, as Rizal says, did not readily 
adopt individualist values in their society. Before the birth of 
modernity, the people in the West were not so different from 
that of ours today, where solidarity, togetherness, and 
collectivism is something that is upheld.5 But with the passing 
of time, slowly the people in the West underwent development 
and started to acknowledge that individuals are autonomous 

4 Rizal Mallarangeng. Dari Langit: Kumpulan Esai Tentang Manusia, Masya-
rakat, dan Kekuasaan. (Kepustakaan Populer Gramedia, Jakarta, 2008) p. 47.

5 Ibid p. 6.
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subjects that hold absolute rights as the architect of their own 
destinies.

Individualism is an acknowledgment that individuals are the 
smallest unit within the society and that each of us is the 
masters of our own lives. It is not individualism that has to be 
feared or sneered upon, but it is any kinds of collectivism that 
are hiding behind togetherness, familial ties, brotherhood, 
and the common good that we have to be wary of. If the 
values of togetherness are prioritized over individual liberty, 
then what will emerge is no other than a form of coercion and 
slavery between an individual over another.

A well-known example is, as Rizal puts is, is the story of Siti 
Nurbaya written by Marah Roesli. In the name of familial ties 
and the common good, Siti Nurbaya’s rights to choose a 
husband is seized. She is no longer an independent person 
who is able to determine her own life course. She is no longer 
perceived as a human, but simply as an object owned by her 
family.

Individualism cannot emerge without the acknowledgement 
that each individual is equal. As such, equality and individual 
liberty are two things that are inseparable. Individual freedom 
will never develop in a society that still sees a group of people 
as the rightful ruler of others by nature,

The Europeans have been through times when there was a 
group or a person who was recognized as those who –by 
nature – holds the rights to control other humans. An example 
is monarchs who are legitimized as a ruler through the divine 
rights of the king. There are various reasons that are commonly 
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used to justify this idea, one of the most prominent argument 
is Sir Robert Filmer’s, a political figure from England, who 
posits that the King of England’s power in endowed directly by 
God and passed on through Adam hereditarily.6

And yet, because of the thinkers and brilliant philosophers of 
the Enlightenment like John Locke and Montesquieu that we 
finally understood that such an argument is nonsensical. The 
divine rights of the king are no more than an absurd idea used 
to justify the limitless power of an individual to another.

However, Locke and Montesquieu’s task is not yet over. In the 
modern era, we can still observe various manifestations of the 
divine rights that are legitimized by the citizens and even by 
the state. The divine rights of the parents, of the husbands, of 
the clerics, of the aristocrats, and of others. The reason being 
used to justify those things are not different from Filmer’s 
argument. By hiding behind the veil of religion and tradition, 
coercion and slavery by individuals towards others are 
legitimized and believed to be something that is natural. For 
that reason, we need modern John Lockes and Montesquieus 
to break these ideas and traditions that curtail individual 
freedom to organize their own lives.

To say that liberalism in a Western culture that is incompatible 
with Eastern societies as in Indonesia is to undermine the 
Indonesians themselves. It is no different from saying that 
Indonesians have no right to enjoy freedom as it is enjoyed by 
those in the West.

6 Roger Woolhouse. The Oxford Companion to Philosophy. (Oxford University 
Press, Oxford, 2005) p. 525.
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By saying that individualism goes against Eastern values it to 
say that only individuals in Europe and North America can be 
the architect of their own lives. It implies that people of the 
East do not have the capacity to determine their own life 
course and that they always need guidance and order from 
extolled people. To me, there is no bigger insult than this view.

Liberalism is neither Western nor it is an Eastern set of values. 
It is a human value.

3. Murray Rothbard’s  
Human Rights Concept

Haikal Kurniawan

When we hear about the concept of basic rights, we would 
often hear about the different kinds of rights. Rights to 
freedom of religion, freedom of speech, freedom of expression, 
privacy, and press freedom are some of them. The state’s 
acknowledgement and protection of these rights are the 
cornerstones to safeguard democracy and a free society. With 
the lack of the state’s acknowledgement and protection of 
those rights, democratic continuity and a free society would 
not be guaranteed. Furthermore, history has attested to how 
the neglect of these basic rights would led to despotism, which 
often brought about totalitarianism.
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And yet, not many questions about where those rights came 
from. There are people who perceive the protection of basic 
rights as a manifestation of the constitution in a state. Almost 
every country in the world has a constitution that protects its 
citizens’ basic rights from threats posed by any parties. This 
includes protection from the government. On the other hand, 
there is also a more religious-based perspective that sees 
these rights as a divine endowment. This perspective believes 
that God had given us blessings of freedom and basic rights 
that have to be acknowledged and protected.  

Murray Rothbard offers an alternative approach to the 
understanding of basic rights. Rothbard is an American 
economist who is deemed as the ‘intellectual godfather’ in the 
anarcho-capitalist school that rejects the existence of the state. 
He is also the founder of several influential libertarian 
organizations in the US, such as Cato Institute and Mises 
Institute. In his essay, Human Rights as Property Rights, 
Rothbard poses an important question. Rothbard took one of 
the basic rights, freedom of speech, as an example. In his 
essay, he questions the origin of this right.

There are many people who would argue that freedom of 
speech is one’s rights to freely speak and to hold any opinion 
without any coercion from another party. And yet, this right 
does not emerge from a void. Rothbard argues that the only 
absolute right that is embodied by a person is property rights.7 
To him, freedom of speech does not mean that one has the 
rights to shout inside the house of others without their 
consent. Freedom of speech does not mean that one can 

7 Murray Rothbard. The Ethics of Liberty. (New York University Press, New 
York, 1998) p. 113.
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vandalize a building that does not belong to them and 
justifying it as an act of self-expression. The rights to freedom 
of speech only mean that one has the rights to use their 
resources, or others’ under the owners’ consent, to do things 
– which in this case is realizing their freedom of speech.

An individual has the rights to rent a building, borrow a 
speaker, and invite whoever he wants to listen to what he has 
to say. He has the rights to purchase a paper and pen, and to 
use these resources to write whatever his heart desires, then 
to give or sell his writing to anyone who desires to purchase it. 
This is also true in the case of press freedom. Press freedom 
does not mean that a journalist has the rights to steal a camera 
that is not theirs and to use it to report an event. Press freedom 
means that a journalist has every right to use whatever 
resources he has, such as camera, writing utensils, and 
notebook, for instance, to do what he wants to do, which in 
this case is reporting an event.

Rothbard’s approach warrants a closer examination due to 
debates surrounding the limits to one’s freedom. Additionally, 
another complication arises from the manifestation of these 
basic rights, which seems to overlap with one another. A 
simple example is religious freedom and freedom of speech. 
On one hand, the rights to religious freedom are often taken 
as one’s rights to practice their religion and to live as dictated 
by their religious teachings without any limitations or 
discrimination by the state. On the other hand, freedom of 
speech obligates the state to protect each individual in voicing 
their opinions or views freely, even though these views are 
despised by the majority of the people in that society. Say that 
someone states that the concept of God is no more than a 
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nonsensical talk. The common understanding is that there will 
be many people who think that murdering the person who is 
deemed blasphemous is a part of their religious teaching, 
which has to be obeyed. In this case, what kind of stance 
should the state hold? If the state forbids the killing of the 
person deemed blasphemous, is this a manifestation of a 
limitation to one’s religious freedom?

In this case, Murray Rothbard’s thesis on human rights as 
property rights becomes an important point. The rights to 
religious freedom does not mean that one has the rights to 
practice their religion or belief indiscriminately. Religious 
freedom means that one has the rights to use their own 
resources to do something, which in this case is related to the 
pursuit of religious freedom. This means that everyone has the 
rights to do anything so long that it is under their property 
rights, one of it is in regard to religious practice. One has the 
rights to give away their wealth for any goals, which in this 
case could also be related to the practice of their religious 
teachings, such as paying the zakah in Islam. However, the 
Moslems do not have the rights to force anyone else to pay 
the zakah regardless of their belief that enforcing zakah 
payment is a part of their religious teaching.

The manifestation of religious freedom through compulsion 
over others is not a rarity in Indonesia. In many regions, local 
regulations based on Sharia Law flourish. The implementation 
of these local regulations that can be commonly found is the 
ban of alcoholic drinks sales, the dictation of certain kinds of 
clothing for women, the prohibition of pre-marital sex, curfew 
for women, the closure of religious buildings of certain groups, 
and many more. This represents an indiscriminate compulsion 
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based on religious teaching. On the line of Rothbard’s 
argument, this kind of compulsion certainly violates private 
property rights, including women’s ownership over their 
bodies, where they have the authority to cover – or to uncover 
–  their body with any kinds of clothing. This is also the case of 
property rights over their bodies and money to purchase 
whatever they desire and to consume any kinds of foods or 
drinks that they desire. Besides, the forced closure of religious 
buildings do not only violate religious freedom, but it also 
violates property rights of the buildings’ owners to use their 
personal resources, which in this case is used to pray.

In a free country like the US, similar issues are also fiercely 
debated. One of them is freedom of speech and the rights to 
privacy. Amongst those who are concerned with this issue are 
Hollywood celebrities and the paparazzies. In the name of 
press freedom, it is not uncommon for paparazzies who feel 
that they have the rights to trespass into celebrities’ properties 
without their consent, take pictures, and disseminate these 
pictures to the public. Press freedom here is misunderstood as 
one’s rights to publish anything regardless of the fact that the 
way they obtained these materials violated others’ property 
rights.

Protection over absolute property rights becomes the basis 
for protection over other kinds of rights. Milton Friedman, the 
Economics Nobelist, says that property rights is an individual’s 
most basic right, which would become the foundation of other 
kinds of rights.8 Without the acknowledgement of one’s rights 
over their belongings, there will be no freedom of speech, 

8 Rose D. Friedman & Milton Friedman. Two Lucky People: Memoirs. (Univer-
sity of Chicago Press, Chicago, 1998) p. 605.
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expression, religion, press, and privacy rights. A government 
that does not protect its citizens’ property rights can easily 
force the closure of religious buildings, which of course, 
violates religious freedom. A government that does not 
acknowledge its citizens’ ownership over their belongings can 
easily take away the cameras and recordings owned by 
journalists, which certainly is a violation of press freedom. A 
government that protects its citizens’ property rights will 
guarantee the protection of other kinds of basic rights.

4. The State and Freedom

Haikal Kurniawan and 
Juan Mahaganti

Libertarianism is an ideology that upholds individual rights. 
Almost everyone who proclaim themselves a libertarian agrees 
that individuals are the smallest unit in the society, and because 
of that, protection over their individual rights is essential and 
should be fought for. Without the recognition of individual 
rights there will be despotism that could eventually lead to 
totalitarianism.

Individual rights in libertarianism are negative rights, which 
means that individuals should be free of coercion from other 
entities, whether it is the government, religious institutions, 
the family, or the majority group within a society. This 
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understanding stands in contrast to the coercion of positive 
rights that are perpetrated by leftist groups, such as the social 
democrats and the communists, who perceive rights as one’s 
ability to do something. The rights to education for them do 
not stop at the absence of the state’s prohibition for schooling 
towards its citizens, but it also has to manifest in the provision 
of educational means that could accommodate all of its 
citizens’ needs.

I, in this case, do not want to discuss the debate on the 
interpretation of negative versus positive rights. There is an 
abundance of literature that already discussed the issue. 
However, what I will briefly highlight in this chapter is the 
debate that emerged within libertarianism itself, which of 
course closely relates to the interpretation of negative rights.

Like any other great ideas in general, libertarianism is not an 
idea that is new or rigid. This idea emerged during the 
European Enlightenment period around the sixteenth and 
seventeenth centuries. At that time, Enlightenment thinkers 
attempted to challenge the status quo that suppressed the 
freedom of European people. John Locke, for instance, 
attempted to fight monarchical divinity through his works, 
meanwhile, Adam Smith tried to attack the mercantilist 
economy that gave states an extensive power over the 
economy with the pretext of improving growth and 
productivity.

As an ideology that continuously develops throughout a few 
centuries, the emergence of debates and dissenting views 
within libertarianism is a certainty. Amongst the most widely 
discussed issue is in relation to the state’s role in society. The 
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state, in general, is understood as an institution that holds 
monopoly over violence and force within a certain territory, 
and as an ideology that upholds individuals’ negative rights, 
then does not the existence of a state represents its violation?

Mini Anarchy Versus Anarcho-Capitalist
To answer the above question, we need to look at several 
views that are proposed by contemporary libertarian thinkers. 
In his Liberalism: In Classical Tradition book, Ludwig von Mises 
posits that the state is an institution whose existence is 
essential. This view is in line with Smith and Locke’s classical 
liberalism view. Libertarianism – or as Mises calls ‘classical 
liberalism’ – is not an utopian ideology, but rather a rational 
one. Mises concedes the fact that there is a possibility that a 
group of people could commit violence towards other 
individuals, and this is where the state steps in. The state 
emerges as the protector of individuals over violence 
committed by others.9

This resonates Ayn Rand, a Russian-born American philosopher, 
and her view on the importance of the state as an institution. 
Rand, in her The Nature of Government essay, argues that in 
order for the society to work, there should be an agreement 
and rules to protect individual rights.10 For that reason, the 
state’s role is to do violent means towards those who violate 
those agreements. A society without a state will only lead to 
warfare between groups that would destroy the livelihood of 

9 Ludwig von Mises. Liberalism: In The Classical Tradition. (The Foundation 
for Economic Education. Inc, San Francisco, 1996) p. 37.

10 Ayn Rand. The Virtue of Selfishness: A New Concept of Egoism. (Penguin 
Books, New York, 1961) p. 102.
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individuals within it. This could happen due to the lack of 
absolute authority that holds a monopoly over violence.

For that reason, the state’s role is  to do violent means towards 
those who violate those agreements. A society without a state 
will only lead to warfare between groups that would destroy 
the livelihood of individuals within it. This could happen due 
to the lack of absolute authority that holds a monopoly over 
violence.

People in the Anarcho-Capitalist school of libertarianism, such 
as Murray Rothbard, holds a view that stands in contrast to it. 
In his essay, The Anatomy of the State, Rothbard sees the state 
as a predatory entity that does not produce anything and only 
takes away the property of those who engage in productive 
activities.11 To ensure its survival, the state disseminates 
propaganda to guarantee that the majority of its citizens are 
loyal to it. In this context, the intellectual class plays an 
important role in serving the state to form a set of populist 
policies to win its citizens’ support.

Rothbard in his other work, For a New Liberty: A Libertarian 
Manifesto, takes the state’s fiscal policy as an example. In that 
book, Rothbard posits that taxation is a form of the state’s 
violation of an individual’s property rights. Rothbard further 
argues that a society without a state would not only be spared 
from chaos, but it would rather bring about harmony and 
healthy competition. For that reason, Rothbard advocates for 
the institution of the court and private law enforcement 

11 Murray Rothbard. Egalitarianism as A Revolt Against Nature and Other 
Essays. (The Ludwig von Mises Institute, Auburn, 2007) p. 57.
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apparatus that competes against each other to provide security 
and justice for the people as consumers.12

Rothbard gives an example from the inter-religious war that 
ravaged Europe in the Medieval Age when the state and the 
church were unified. In the US the separation of the state and 
the church was laid out in the constitution. What happened, in 
this case, was not a clash amongst religious institutions but 
rather a social harmony. Rothbard uses this analysis as a 
justification for his view that the state is an institution that lacks 
benefits and rather incurs costs to the people. By separating 
all aspects of life from the state, whether it is the economy, 
education, and land ownership, social harmony will ensue like 
when religion was separated from the state.13

Differences and debates are a certainty in almost all great 
ideas, this includes libertarianism. Mises, Rothbard, and Rand 
are great thinkers who contributed to expanding  
libertarianism’s discursive horizon. Personally, I agree with 
Rothbard who states that individual rights are absolute and 
cannot be revoked by anyone. However, on the other hand, I 
acknowledge that we live in a non-utopian reality, and as such 
the view that was proposed by Mises and Rand is something 
that has to be discussed and debated. 

So, should the state be present?
Lately the rhetoric that says “the state should be present to…” 
gains popularity –  from the mass media, politicians’ statements, 
the discourse of activists on the street, to amateur observers’ 

12 Murray Rothbard. For A New Liberty: The Libertarian Manifesto. (Ludwig 
Von Mises Institute, Auburn, 2006) p. 281.

13 Ibid. p. 3.
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words. As with any other empty rhetoric, these are stated 
without prior analysis and becomes a means for politicians to 
gain popularity or to be heard and perceived as “pro-poor” 
and “intelligent” despite its hollowness.

When continuously repeated, this becomes a self-fulfilling 
prophecy that makes the speaker, who initially said it out of 
their personal interest – whether as a politician or under any 
other interest that is not at all bad and rather natural – 
eventually believes that the state should be present. This starts 
a vicious cycle that emerges as a result of the state’s presence 
in too many spaces.

To me, this is concerning. To address this concern we have to 
understand what the state is really about. In this chapter, I will 
use the term ‘government’ interchangeably with the ‘state.’

The state resembles a prison. In this sense, the prison represents 
the downfall of humanity. There is no need for a prison in a 
perfect society that has no violations nor faults. And yet, reality 
teaches us that there will be people who try to violate others’ 
rights and we need prisons to restrain and punish them. 

The government is a manifestation of fallibility of human 
being. We have to see this as a disgrace, a proof that there are 
people amongst us that still fails to control themselves and to 
manage their relationship with others. This should be our 
paradigm when we look at the state.

There are people who perceive the government as a means for 
people to collaborate, but they forgot that humanity was – by 
nature – born to cooperate, be it through the family, religious 
groups, interest, and hobby clubs, and other civil organizations.
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So, should the state be present?
What makes certain groups want to work together under the 
government’s ‘accommodation’ is a quality that is only 
embodied by the government: its ability to enforce others. 
The government may carry guns and force cooperation, and 
for several interest groups, the government is an effective tool 
to enforce others to work together, whether in the form of a 
‘cooperation’ or a ‘coercion.’

As such, in this case, the government is an antithesis to 
voluntary cooperation. We can see coercion wherever the 
government stretches its hands – whether it is on the pretext 
of regulations, national glory, national sovereignty, the 
common good, or other superficial things.

The next question that has to be addressed is when the 
government has to be present. In relation to its nature as a 
symbol of humanity’s disgrace, the government should not be 
present in places where it should not. We cannot put prisons 
in spaces that remind us that we are a group of people with a 
poor mental state. We built prisons with the hopes that we can 
bring our dark side under control and we also hope that it 
does not become a permanent fixture. A society that triumphs 
is a society that is able to eliminate their prisons – and so is 
their government. The manifestation of a society’s success is 
when they can minimize the size of their government, and this 
is the feature of a modern society.

If we look back at our history, since the existence of humanity, 
different forms of governance had become a dominant actor 
in every aspect of human life. This changed markedly in the 
eighteenth century when Enlightenment thoughts forced the 
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government to remove its destructive hands from the 
economy. This results in humanity’s greatest progress, 
prosperity in all facets of life that have never been seen before. 
Human population grew exponentially to the extent that some 
people predicted a catastrophic outcome of this growth. And 
yet, it never came to that. Instead, human liberty from authority 
led to rapid developments that could support the 7 billion 
people living in the world today.

The government, with its main feature: coercion, cannot be 
welcomed just into any spaces with a hope that they would 
not cause damage. I can give millions of examples where the 
presence of the government had brought about troubles that 
exceeded their good intentions. However, for this chapter, I 
will present three fundamental examples.

The first example is when the government and its coercive 
hands came into the bedroom of Chinese couples during the 
‘One-Child Policy’ regime. This is the manifestation of the 
government’s most vulgar presence, where they interfere with 
its citizens’ domestic life.

What about its outcome? When Hong Kong and Singapore, 
two states with a relatively similar culture to China, experienced 
a natural decline in population growth to the point that the 
government had to offer cash transfers to families planning to 
have more than a child, China was still having a higher growth 
rate than Hong Kong or Singapore. This was exacerbated by a 
number of negative effects that arose from the policy, such as 
discriminative abortion where couples often preferred to keep 
boys than girls. As a result, gender imbalance in China widened.
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This negative outcome came with such a high cost – all for 
nothing. The policy was enacted under the assumption that 
the citizens could not control their desires to procreate that 
the government was needed to control what is inside a 
woman’s womb. When what is natural is deemed unattainable 
and the notion of ‘good’ dictated by the state is deemed a 
better path to take, the result is a failure. This failure eventually 
forced the Chinese government to abolish this policy in 2015.

The second example of harm brought about by the presence 
of the government is the decline of goodwill. Yes, goodwill. 
Goodwill is stifled when the government extends its hands too 
far. This is evident in the US with its capitalist system. US 
citizens give away to charity organizations voluntarily more 
than socialist European countries with their governments’ 
interference.

This is understandable, as where countries with government 
intervention in too many places people tend to be less likely 
to help others. When problems arise they usually turn to the 
government for help. This is different from people in states 
with small governments who tend to solve their own problems 
and reflect upon what they could to help others in distress 
rather than wondering about what the government should do.

The last example will show how an overly present government 
becomes the source of corruption. Aside from complicating its 
citizens, regulations make the hands of the government too 
powerful and tempt its state apparatuses to be corrupt. This is, 
once again, has been shown through various studies. When 
the government controls the economy, corruption increases, 
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and when the government withdraws their hands from the 
economy, corruption declines.

Looking at this phenomenon, what can we do as citizens who 
are subjects to the government’s powers, particularly that we 
live in Indonesia with its mighty central government?

Firstly, we have to live with a paradigm that the government is 
a symbol of our faults and that the government exists because 
we are bad. If the world is a better place, which is when we 
become virtuous, this will result in more virtuous people in the 
world. If we feel that the world will be better and if there are 
more people like us and people who try to also be virtuous, 
then we do not really need the government.

As people with morality, our utopian desire to make the world 
a better place becomes a statement of our aspiration for a 
world without governments – a world where every individual 
are responsible and are governors of their own selves.

Secondly, what we can do is to be responsible for ourselves. If 
we have personal problems – except threats or violent 
aggression by others, then we are the person that is responsible 
for resolving them, not the government.

Thirdly, stop whining like a baby to ask for goods that are not 
really under the government’s purview.  For instance, in 
seeking for the government’s sponsorship to fund our hobbies 
or events and hoping that government officials would become 
our patrons. Be an independent person and stop relying on 
them.

Fourthly, take over the government’s tasks. If the government 
stresses its monopoly over its tasks, fight it with smart 
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arguments. And finally, spread this paradigm to anyone you 
know. If you see somebody whining at the government to get 
something, express your disapproval.

If we do these actions, we will be able to create a better society. 
It will not be a perfect society, but it will be an ideal society. 
People in society may realize that perhaps it will not be in the 
near future that the government can be eliminated, but at 
least this will be a society that understands that a perfect world 
is a world without governments. This place is a place where 
everyone with morality aspires to be eliminated the 
government, the way every moral people desires a world 
without prisons, guns, and threats.

5. Limits to  
Individual Freedom

Djohan Rady

Where are the limits to individual freedom? This is a question 
that libertarians should address when they are to do an auto 
criticism. As we know, libertarianism is centered upon ideas of 
individualism. Every theoretical and critical efforts done by the 
libertarians should be aimed at two main things: to protect 
and promote individual rights.



30 Libertarianism

For that reason, I believe that we need to discuss the limits of 
individualism itself. I have a hypothesis: the limits to 
individualism lies on the concept of the separation between 
private and public spaces. Before I explain what this means, I 
need to explicate the issues that may arise if we separate the 
private and public spaces too rigidly.

To separate the private and public spaces is a way for 
libertarianism to protect individual rights from coercion and 
oppression that could be committed by the state. Private 
spaces are individual domains where people could be free of 
any parties – including the government – who could violate 
their freedom. Meanwhile, public spaces are shared. This is a 
space where individuals have to submit to rules that are shared 
and are already agreed upon.

For hundreds of years this conception of private and public 
places has been perceived as an effective means to minimize 
state coercion over its citizens’ individual rights. Through the 
separation of private and public spaces, there is a distinct line 
on where the government could control people’s lives and 
where it should step back.

By doing so, the state’s effective domain becomes more 
focused and clarified as well as minimized. By separating the 
private and public domains we can have our autonomous 
spaces for our individualities where the state – or any other 
individuals – does not have any rights to intervene without our 
consent. The role of the state should also be limited to enforce 
regulation in public spaces.

However, the question which then emerges is quite 
complicated: What happens if there are violations of individual 
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rights in private spaces? Does the state have the authority to 
intervene in this kind of situation?

As we know, the violation of rights and freedom does not 
restrict itself to any particular domains. Violations could 
happen anywhere, including in the most intimate spaces of 
relations between people, such as in the household. We surely 
have heard of domestic abuse.

How does libertarianism see this kind of problem?  By 
separating the private and public domains, is libertarianism 
not providing justifications to the state – and other individuals 
– to ‘ignore’ violations in private spaces? “We do not have the 
rights to prevent the husband from hitting their children and 
wife, that is their domestic problem,” perhaps that is the excuse 
we would give if we separate the private and public spaces too 
rigidly.

Not only in domestic matters, transgressions on rights and 
freedom may also happen in professional settings. For instance, 
it is common to find cases of individual rights violations even 
when the employment contract was made under both parties’ 
voluntary agreement.

Just because of the fear of being a laid off, a worker often 
extends their work beyond their obligations, such as by 
working overtime without compensations, or to give up their 
day off or leisure to fulfill work demands.

Besides, the workplace is one of the places where sexual 
abuses are commonly found. The reason is similar: to maintain 
good relations with their bosses or colleagues, many workers 
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– which are often a woman – would bite their tongues from 
reporting sexual abuses to the authorities.

Libertarians realize that coercion and oppression cannot only 
be perpetrated by the state, but also by individuals to others. 
And often, oppressions between individuals are committed 
quietly within private spaces.

This is why libertarianism refuses to fall into anarchy: there is 
an acknowledgement that the state is needed to prevent a 
person or groups of people to dominate and to oppress other 
individuals. In other words, there is a recognition that the state 
is needed to maintain order and legal supremacy.

The problem now is how far should we allow the state to do 
this task. Liberalism has given a solution by separating the 
private and the public spheres. However, as I have explained, 
this separation has the potentials to ‘protect’ violations and 
abuses that are perpetrated within private spaces.

This problem then becomes a complicated matter for 
libertarians. The choices are both difficult pills to swallow. It is 
whether to give more power to the state to handle 
transgressions in the private space, or to ignore these violations 
with the hope that each individual would find their own 
solutions.

In terms of the economy, libertarians would usually choose 
the latter. As I have explicated before, one of the most essential 
ideas in libertarianism is the belief that if every individual is 
allowed to pursue their self-interest freely, then this freedom 
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will bring about a greater aggregate benefit on the societal 
scale.

Would this idea of individualism also apply to cases of abuse 
in the private sphere? If we ignore these kinds of transgressions, 
would some kind of spontaneous order emerge and resolve 
these violations on their own? It does not seem like it.

This is the limits of individualism. Libertarians have to 
acknowledge that there are times when the individual cannot 
resolve their own problems. There are problems that would 
not disappear simply by relying on individual autonomy.

To me, problems related to the oppressions in the private 
sphere can be resolved through social interaction at the 
community level. What I mean is that each individual is asked 
to help other oppressed individuals based on the common 
experience and identity as victims. Domestic abuse survivor or 
workplace sexual abuse support groups are some of the 
examples.

These kinds of communities could encourage individuals to 
speak about their experience as victims of oppression to other 
victims. I often hear stories of how these communities managed 
to expose sexual abuse cases that were only known by the 
victim and the perpetrator. It only takes a victim that are 
encouraged to speak up, and then other victims – that were 
once silent – would also gain the courage to speak up.

Individuals are naturally autonomous beings. There is not a 
single party who could violate this individual autonomy. But 
what has to be understood is that individuals are social beings 
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who are prone to various forms of exploitation and oppression 
by other individuals.

We cannot always rely on the state to mitigate such problems. 
Often times the state is only going to exacerbate the existing 
problems. In such cases, we can only turn to social virtues: 
social solidarity, tolerant attitude, and the courage to stand up 
for those who are oppressed. 

With Regard to Hate Speech
An official release by the Indonesian Police regarding hate 
speech stirred up a heated public debate. A lot of people fear 
that the release is going to undercut freedom of expression, 
particularly for those who regularly post-critical socio-political 
commentaries on their social media pages.

Hate speech surely is a dilemmatic issue, even within libertarian 
discourses. As an ideology that upholds individual freedom, 
liberalism is a champion for individual freedom to express 
their opinion and ideas. However, there is also a demand for 
each individual to not violate others’ rights and freedom. For 
that reason, there should be a definitive limit to individual 
freedom, particularly with regard to the expression of ideas 
and opinions in the public sphere.

In his book, On Liberty, John Stuart Mill poses a simple principle 
on individual freedom and the limits that it entails. This 
principle is known as ‘the harm principle.’ Essentially, the harm 
principle posits that each individual can do whatever they 
desire so long as it does not harm others.14 As the former 

14 “…the only purpose for which power can be rightfully exercised over any 
member of a civilized community, against his will, is to prevent harm to oth-
ers.” John Stuart Mill, On Liberty, (Longman, Green,and Co.) 1865, p. 6.
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Associate Justice of United States Supreme Court, Oliver 
Wendell Holmes Jr says, “The right to swing my arms in any 
direction ends where your nose begins.”

Although it seems simple, this principle embodies the core of 
classical liberalism thought: respect over the rights and 
freedom of each individual. At the same time, this principle 
also ascertains a definitive limit to that freedom. In accordance 
to utilitarianism that he believes in, to Mill, definitive limits to 
freedom are when another individual incurs material losses 
caused by our actions.  Therefore, we are free to do whatever 
we want to do and to say whatever we want to say, so long as 
our actions do not incur a loss to others or physically harm 
them.

This point becomes a reason to why the idea of harm principle 
is essential: this sets a clear and specific boundary to the 
concept of ‘hate’ in hate speech that is far too broad and 
vague. Hate speech often becomes a dilemmatic issue because 
anyone can define ‘hate’ according to their own subjective 
perspectives. So if the state wants to enforce a regulation that 
limits hate speech, then they have to answer this question: 
How (or who) determines what kinds of speeches are deemed 
as harmful or not?

Can, for instance, Prophet Mohamed’s cartoon in Charlie 
Hebdo magazine be categorized as a hate speech? Then how 
what about the death fatwa issued by the ex-Iranian Ruler 
Ayatollah Khomeini to the novelist Salman Rushdie in 1989? 
Does Richard Dawkins’ criticisms towards religion constitute a 
hate speech? What about the sermons in Friday Islamic prayers 
that openly calls for attacks on the Shia or Ahmadiyya 
communities?
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In relation to the dilemmatic substance of the problem, every 
regulation on hate speech will tend to leave a room for 
subjective interpretation. The definition and how the regulation 
would be enforced have the potential to be abused by a 
number of people –  which are usually dominant or majority 
groups –  to oppress other parties – which are usually 
minorities. Often times regulations on hate speech are used as 
a means to censor ideas or opinions that displeases the ruling 
regime. This is what happened to Salman Rushdie in Iran, 
Pramoedya Ananta Toer in New Order Indonesia, Raif Badawi 
in Saudi Arabia, and Amos Yee in Singapore.

Harm principle proposed by Mill can minimize such subjecti-
vity. Harm principle would set the limits to how concrete 
speeches could incur losses to others, or have the potentials 
to do so. In other words, every kind of opinion or ideas – no 
matter how subversive – so long as they do not have the 
potentials to harm others physically and materially should not 
be prohibited.

Why does Mill and other liberals in general, perceive freedom 
of speech as something that has to be protected and defended? 
Because to Mill progress can only be obtained if each individual 
in the society can freely pit their ideas against others in a 
marketplace of ideas. A healthy competition between ideas 
and opinions in this marketplace would ensure that only the 
best ideas and opinions will emerge in society.

Surely there are many parties who are unhappy with the limits 
set by the harm principle. The main concern related to the 
harm principle usually relates to the definition of harm that is 
deemed too narrow. In reality, there are speeches that, despite 
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not incurring losses or harm, but would cause psychological 
harm. For instance, Florence Sihombing’s case. Florence was a 
student at Gadjah Mada University who was bullied by people 
in the internet after insulting Yogyakarta in her social media 
account. Both Florence’s insult to the city and the bullying by 
the public to Florence does not cause physical harm at all, but 
it clearly affects the psychological state of many parties 
involved in this case.

In relation to the harm principle proposed by Mill, speeches 
that incur psychological toll like those should not be perceived 
as a hate speech, and because of this, should not be regulated 
by the government. This is in spite of the fact that some people 
sees psychological harm just as damaging as physical harm.

This point is a valid criticism to the harm principle. However, 
what should be the main concern is that the spirit of Mill’s 
harm principle is the determination of definitive boundaries 
towards individual freedom. By defining the principles of harm 
as physical or material losses, we will have an objectively 
measurable limit. Psychological harm may be seen as 
something pernicious by some people, but this may not be 
the case with others. For that reason, based on harm principles, 
hate speech that only results in psychological harm cannot be 
regulated.

In the era of open information as today, almost everyone can 
express their opinion easily. Informational flow moves at a rate 
that has never been seen before. Not all of the information is 
worth listening to. Many of those will only misled people, are 
false, or clearly are made to slander people or act as a 
propaganda.
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In such a situation, the government’s desire to revitalize the 
regulation on hate speech is understandable. However, as I 
have mentioned before, the regulation of hate speech is a 
problematic issue. If anything, this regulation would only 
become a boomerang to Indonesian democracy. To minimize 
that potential, the government should clearly and accurately 
define the concept of hate speech and freedom of speech. 
Through the idea of harm principle proposed by John Stuart 
Mill, classical liberalism values could offer a solution.

6.  Libertarianism:  
To Be Free and Humble

Haikal Kurniawan

A few weeks ago when I was surfing the internet, a friend of 
mine from the university uploaded a caricature to his social 
media page. It depicts an image of a person who is nearly 
drowning in a coast as he was trying to raise the lifeguard’s 
attention by crying for help. However, instead of helping him 
the lifeguard ignored the cry for help and simply said that “it 
is not my concern.”

It was not the image that attracted my attention, but the 
caption that my friend wrote to accompany the image, which 
says “libertarians would not be a good lifeguard.”  
Libertarianism, as understood by my friend, is an ideology  
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that upholds selfishness and ignorance towards each other.  
Every individual is simply thinking of their own needs and 
wants while setting aside others’ plight.

But is it true? Is the jargon ‘individual freedom’ that are 
staunchly defended by the libertarians no more than a 
justification for ignorance towards others?

There are quite a number of people in my friendship group 
who questioned my decision to follow libertarianism –  what 
makes me uphold ideals of individual rights so ardently. The 
simplest answer that I often give is that because there is not a 
single individual in this world who is willing to be coerced into 
anything that goes against his will. Every human wants to be 
free to make any decisions for themselves, which are based 
upon his own values, morality, and principles.

However, would not that perspective only bring humanity to a 
destruction brought about by selfish individuals who only 
think of their own interests and disregards others? Is not social 
solidarity something that has to be embraced and upheld?

This is one of the biggest misunderstandings and the most 
fundamental in understanding libertarianism, which makes a 
lot of people apprehensive of the idea in the first place. They 
think that individual freedom and ignorance are inseparable.

These people fail to see how many individuals would willingly 
be charitable without any coercion from any parties. With the 
absence of command from the state or any authorities, millions 
of people are willingly giving up a portion of their wealth, 
being volunteers in crisis situations, and sparing their time and 
energy to serve people who are less fortunate. People are 
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naturally creatures who tend to share and are kind if they have 
the freedom and the chance to do so.

Then, if there is already an abundance of proof that personal 
liberty has been proven to be effective in fostering charity and 
kindness, what is the source of the fear and anxiety of people 
who reject freedom? Is it true that what they worry is the 
alleged rise in selfishness and ignorance towards others?

Let us imagine a brief scenario. In a family, there are a couple 
and their son. The son has a lover, but they did not have a 
blessing from his parents. The young man has repeatedly 
asked for his parents’ blessings, but because of a number of 
reasons they are not willing to give him their blessings.

Consumed by love, the young man decided to elope with his 
partner. As a result of his elopement, both of his parents are 
outraged and fell into depression.

If we examine this story, who should be blamed for this? To 
someone who was born and raised in a communitarian society 
with strong familial ties, they will gravitate towards blaming 
the young man for his actions. He will be at fault for angering 
his parents and plunging them into depression.

In Indonesia’s societal structure in general, parents are 
perceived as authoritative figures with prerogative rights over 
their children. In this case, the young man is perceived as a 
selfish person for making a decision based on his own  
personal interests and disregarding others.

However, can the story not be seen from another perspective? 
Are we really stuck in a conservative social structure with 
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authorities –  including parental –  that are regarded as 
something that is absolute and unquestionable?

Then, if a selfish person is defined as someone who only thinks 
of themselves, would not that label fit his parents better than 
it suits the young man? Does not it mean that they are the 
ones who are imposing their will upon their son?

This is what becomes a source of the main anxiety and concern 
amongst people who reject individual freedom. They do not 
care about what is best for others. They only fear to lose their 
privileged position that has been maintained for generations. 
They do not want to relinquish their powers to control other 
people’s lives that easily.

We live in a world full of selfish people. Yes, selfish! Not 
because they want to manage their lives the way they want it 
to be, but because these people often coerce others to take 
the choices that they desire. And there are no other institutions 
that have the capabilities to implement their desires as 
effectively as the state: the only entity who has the rights to 
monopolize violence.

Through the state, those who resist individual freedom 
attempts to control the way others live their life with no 
regards to what each individual actually desires. If there is any 
party who attempts to resist their will, then the prison bars and 
the noose are waiting.

A simple example would be how various selfish regulations 
sought to sever one’s will with their body and thoughts. This 
could manifest in the ban of alcohol sales, the restriction of 
various sexual expressions, the prohibition of certain drugs, 
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the regulation of reproductive freedom, the censorship of 
pornographic contents, to the ban being put on certain 
literature and to follow non-mainstream beliefs.

Is it true that those who support and implement various 
regulations did this with the good of others in mind, or do 
they simply seek to fulfill their personal interests in maintaining 
their domination over others forcefully?

Parents who do not want their children to engage in premarital 
sex or to consume alcoholic drinks and certain drugs would 
call for the state to ban these activities. Husbands who want 
their wives to cover themselves up would pressure the state to 
control what women could or could not wear. Teachers who 
do not want their students to watch pornographic materials 
would ask the state to block contents that they deem a 
transgression to morality and norms.

Bureaucrats who do not want the citizens to read and discuss 
certain ideas would use state authorities to confiscate books 
that they deem corrupt. Religious figures who dream of total 
obedience of his religious followers would coerce the state to 
punish those who hold divergent beliefs. And when there is a 
party who breaks the rules, aside of criminal sanctions, they 
will also be chastised with social sanctions or to be labeled as 
an egoist who only think of themselves.

This is the true face of selfishness, when someone feels like 
they have the rights to determine others’ life for their own 
interests. Then what does libertarianism offer to resist such 
selfish behaviour?
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It is a concept that rarely gets associated with the idea of 
freedom: humility. Yes, humility is the answer. When there is 
someone who takes choices that we deem incorrect, it is not 
improbable that we are the ones who are incorrect.

Be humble when our relatives chose options that seem to be 
leading to sorrow. It is not improbable that what they will 
achieve is happiness. Be humble when there is another 
individual who has differing preferences to ours because we 
are all born with differences. And the most important is the 
humility to not force what we deem good to others.

We live in a land that has a surplus of selfishness and a deficit 
of humility. Every individual attempts to enforce their personal 
beliefs on morality to others who are different. In the end, the 
state no longer works as it should be in protecting its citizens 
from the aggressions by other parties. The state rather 
becomes a space for people to compete in enforcing their 
own sets of values to others.

Libertarian ideals deeply care about humility. To cite a great 
American economist, Milton Friedman: The essence of 
libertarianism is humility through the acknowledgement that 
there is no one who knows better and who have the rights to 
determine what is good for others – except themselves.15

15 Milton Friedman’s speech in the International Society for Individual Liberty 
Conference on 14 August 1990. (Footage: https://www.libertarianism.org/
media/video-collection/milton-friedman-libertarianism-humility)
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CAPITALISM AND HUMAN 
PROSPERITY

7. Capitalism and  
Economic Democracy

Haikal Kurniawan

Free market capitalism is often demonized by leftist groups 
and its other opponents as a highly exploitative system

How could it not be? Free market capitalism demands free-
market policies and competition without state intervention. 
This ideology advocates for a small government, whose task is 
only to protect individual and property rights from aggressors.

Then, if state intervention in the economy is upheld and the 
state is demanded to have a very limited role, would not this 
lead to injustice?

How about small and medium enterprise owners whose capital 
is not as big as multinational companies’? Are not they 
certainly unable to compete and would not they be crushed 
by the competition?

What about the workers who do not have a bargaining position 
that is equal to capital owners? If the state could not intervene, 
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would not the workers’ rights be more vulnerable to be 
violated by their superiors?

Economic democracy is an answer that is often presented as 
an answer to these questions. In its simplest definition, 
economic democracy is an “economic perspective that 
advocates for the shift in decision-making from the hands of 
capital owners to include other stakeholders – this includes 
the workers and the wider public.”

Economic democracy as jargon is often pushed forward by 
leftist groups as a solution to overcome various economic 
injustices, which is perceived as a logical consequence of the 
capitalist system. An implementation of this idea that is often 
done is to give voice to the workers in decision-making.

Then, what is wrong with this idea? Would not the existence of 
economic democracy reduce inequal bargaining power 
between the workers and the capital owners, and by doing so, 
would guarantee their rights? 

Democratic Economy and Inequal Ownership 
Bargaining Power
Let us think of a simple scenario. Imagine a CEO of a company 
who wants to go to Soekarno-Hatta airport with his own car, 
which is driven by his personal chauffeur. In this case, there 
are two stakeholders. The first is the owner of the car who 
employed the chauffeur. He certainly did this to improve his 
convenience in traveling around. On the other hand, there is 
his chauffeur who also has an interest, which is to work for the 
CEO and to get a salary to fund his daily needs.
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However, in that trip the chauffeur decided not to drive his 
boss to the airport, he cited traffic jam as his reason. He 
decided to take his boss back home. In that case, whose desire 
shall be fulfilled? Can the chauffeur, who is also a stakeholder, 
negotiate to achieve a decision that could be deemed “fair 
and just for both parties?”

This case seems impossible and made up, because it is. This 
story is only my own creation and it is not based upon reality. 
If faced with a similar question, I am almost certain that every 
reader would say that of course the car’s owner’s desire should 
be fulfilled.

The presence of a negotiation to achieve a “fair and just 
decision” in that context is ludicrous and unimaginable. The 
CEO as the car’s owner has an absolute right to take his car 
anywhere he wants. The chauffeur in this case only plays the 
role of an employee and does not have any rights over the 
transportation means that he is driving because it is not his.

That answer becomes the main reason of why leftist groups’ 
conception of economic democracy, which stresses the 
importance of other stakeholders aside from the capital owner 
to take part in decision-making, is a logical fallacy. How is it 
possible for someone who is not the owner of an entity to 
demand the rights to also take part in decision-making and to 
have an equal bargaining position as the owner?

Property rights are essential elements of a free society that 
has to be acknowledged and upheld. To cite the American 
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economist Murray Rothbard: One’s rights over their property 
is inalienable, absolute, and cannot be violated by any parties.16

Everyoone of us, for instance, are the owner of our own bodies. 
If there is a woman who is asked to engage in a sexual 
intercourse with a man, then the final decision to refuse or to 
accept the request is absolutely in the hands of that woman. 
Yes, in this case the woman’s bargaining position is absolute 
and inequal – far higher than the man’s who asked to have sex 
with her. This is because she is the owner of her own body, 
which includes her own sexual organs. The resolution through 
negotiations to “please both parties” is something that cannot 
be justified for any reason.

Just like that woman who has a full authority over her own 
body, this is also the case with capital owners who have an 
absolute authority over the company that they own. They have 
the absolute right to decide how to run their business, what 
kinds of goods or services to provide, how much salary to be 
paid, what kind of marketing strategy to take, who will be 
employed or rejected as a worker, and to whom they would 
sell their goods and services.

It is impossible to think of how someone who could have an 
absolute right to make rules and to determine who could 
enter their house, but could not make rules on who to hire for 
work in his company according to his desires.

The laborers and workers who protest and make demands to 
the company in which they work in surely are fulfilling their 
individual rights to speak and to express themselves – and 

16 Murray Rothbard. For A New Liberty: The Libertarian Manifesto. (Ludwig 
Von Mises Institute, Auburn, 2006) p. 40.
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these rights have to be upheld. As for everyoone of us, we 
have individual rights to ask anyone whom we desire to 
engage in a sexual intercourse with, or to ask to stay in other’s 
house as we please. However, once more, the final decision 
should still be in the hands of the owners of these entities.

But do not get it wrong, the concept of economic democracy 
itself is not only monopolized as jargon by anti-capitalist 
groups. Some libertarian thinkers who uphold the free market 
also have something to say about this idea. One of them is the 
Austria-born economist, Ludwig von Mises.

Popular Capitalism
Capitalism is often associated with an exploitative ideology 
that only enriches the rich. Capitalism is associated with an 
economic and social system that tramples over the workers’ 
honor as well as going against the interest of the proletariat 
class. As such, it is not rare to find those who would propose 
ideas on alternative systems aside from capitalism to organize 
society.

One of it is the idea of a communist state where all of the 
means of production are owned by the state and the state is 
ruled by one vanguard party. This is done to ensure the 
continuity of the revolution agenda to achieve an equal 
classless society.

However, history has shown that the dreams offered by 
Marxism-Leninism to create a society that is more free and 
egalitarian is just empty promise. In reality, in communist 
countries what often happens is political repression towards 
the opposition, violations of basic rights like freedom of 
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religion, speech, and organization, forced labor camps, as well 
as poverty and hunger that contrasts with the prosperity that 
is achieved by first world countries.

Capitalism that was censured and vilified was not attractive, at 
least in the 1980s. Since the economic revolution conceived by 
Margaret Thatcher in the UK, a number of economic liberalism 
policies began to spread even to communist countries like 
China and Russia. An important literature that recorded this 
phenomenon is Popular Capitalism, which was written by a 
Member of British Parliament, John Redwood.

The decline of Marxism and socialism in the 1980s is an 
important phenomenon to observe.  In their development, 
governments across the world – along with the UK before 
Margaret Thatcher held the prime minister ship – were dragged 
into the vicious cycle of ballooning subsidies, uncontrolled 
national debt, and various government investments that made 
losses17

The view that the existence of a big and powerful state to 
organize the economy –  such as in the allocation of resources, 
in limiting competition, and in price-fixing – to achieve 
prosperity has been proven wrong. What actually happened is 
quite the opposite.

Then, if the many ways that the government-control economy 
has been proven as a failure in achieving their goals, what kind 
of alternative ways to liberalize the economy are on the table 
to overcome various failures of the interventionist economy?

17 John Redwood. Kapitalisme Rakyat. (Grafiti, Jakarta, 1990) p.  31.
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Regarding that, Redwood notes that there are a number of 
important steps to be done to liberalize the economy.

Firstly, the government should reduce monopoly and liberalize 
the industrial and trade sector to foster growth, create jobs, 
and muster innovation, as well as to reduce price. One of it 
was Thatcher’s policy in 1985, which allowed private companies 
to provide inter-city bus services that was previously 
monopolized by the state.

That policy was met with criticisms and anxieties that such 
measure would only decrease the quality of services offered 
and increase transportation fees. But in reality what happened 
was the opposite.

The service’s quality improved due to competition and various 
new innovations emerged, such as the provision of newspapers, 
toilet facilities, and others. The fees also decreased, and in a 
year there was a 70% improvement in passenger numbers for 
inter-city buses in the UK.18

Secondly, the government should allow privatization. The idea 
of privatization initially emerged in the UK and began to 
spread to other states to attract private capital and new 
managerial style in state-owned companies. Privatization 
policies required state-owned enterprises to be subjected to 
market mechanisms. This means that those enterprises should 
pay out their profits and liabilities, as well as to apply 
commercial practices.19

18 Ibid. p. 34.
19 Ibid. p. 35.
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Thirdly, the government should stimulate the growth of small 
enterprises. Policies like these are often found in China and 
Russia as one of their many economic reforms. Redwood 
wrote that various studies have shown that small enterprises 
create more new ideas and innovations, as well as having the 
abilities to adapt to new market conditions.20

Finally, the last step that is no less important is for the 
government to reform their fiscal policies. In the UK, for 
instance, Thatcher formed a policy to cut company taxes from 
52% to 35%. Ronald Reagan in the US formed an even bolder 
policy, which was to set the highest tax rate to 27%. These 
fiscal reforms became the most important step that could 
stimulate people to form enterprises.21

These steps become what Redwood called popular capitalism. 
Many of these ideas become a way to solve massive financial 
problems faced by many states at that time, which is the 
ballooning of national debt due to costs of covering various 
programs, such as subsidies, that should not be a part of the 
basic tasks of the government, which is to protect the liberty 
and ownership, as well as to mediate disputes in society. 
Unfortunately, the problem of national debt is still something 
that is looming for us today.

These policies are not without their merits. The privatization 
policy in the UK during Thatcher’s leadership, for instance, has 
led to remarkable achievements. Several enterprises were 
privatized by Thatcher, which includes the air carrier company 
British Airways, the pharmaceutical company Amersham, and 

20 Ibid. p. 38.
21 John Redwood. Kapitalisme Rakyat. (Grafiti, Jakarta, 1990) p. 38.
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the oil company Enterprise Oil. British Airways, for instance, 
had incurred 200 million pound sterling losses during the 
1970s, which they managed to turn to around 200 million 
pound sterling profit in 1983.22

Amersham, which was a state-owned enterprise that was 
privatized by Thatcher in 1982, immediately saw a dramatic 
increase in profit from 4 million to 17-million-pound sterling. 
Meanwhile Oil Enterprise also saw a massive increase in profit 
after its privatization, from 80 million to 138-million-pound 
sterling in 1985. Here, the state has been proven to not be the 
best actor in organizing and managing an enterprise.

Privatization policies enacted by Thatcher also became a 
phenomenon that gained worldwide popularity during the 
80s. This was also true even in states with left-leaning 
governments. In Singapore, the air carrier company Singapore 
Airlines was sold to private hands, this was also the case for 
KLM in the Netherlands, which followed British Airways’ path. 
New Zealand, which was ruled by the Labour Party also enacted 
various privatization measures that were inspired by Thatcher. 
One of them was to sell the oil company PetroCorp.

In the conclusion of his book, Redwood summarized the 
central tenets of popular capitalism that he championed. 
Popular capitalism is a set of economic ideas that are 
globalized, which believe in the individuals’ abilities and 
responsibilities, as well as the benefits of market mechanism 
in organizing the producers and consumers. One of the great 
figures in conceiving those reforms was the UK prime minister, 
Margaret Thatcher.

22 Ibid. p. 106.
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Various ideals on popular capitalism was also adopted by 
several communist countries, such as in China by Deng 
Xiaoping and in Russia by Mikhail Gorbachev as they attempted 
to reform the economy by shifting the ownership of several 
state assets to the private hands. This opened up opportunities 
for entrepreneurs to be involved in economic activities, as well 
as to create a price system that suits the market mechanism. 
This should be done because centralized economies adopted 
by past communist rulers were proven as a failure in bringing 
prosperity and only tarnished people’s living standards.23

Popular capitalism was a revolution by the 80s. Whoever tried 
to stop its tide has been proven to be left behind and plunged 
into misery. Seeing the remarkable phenomenon 30 years 
ago, it seems that Indonesia should learn from this today to 
see that market mechanism is the best instrument to allocate 
resources as an economic system that is based on freedom. In 
short, market mechanism is a prerequisite of prosperity that 
would be enjoyed by the people.

To cite the words of a famous Nobel economics prize winner 
in 1976, Milton Friedman, that the “government has three 
primary functions. It should provide military defense of the 
nation. It should enforce contracts between individuals. It 
should protect citizens from crimes against themselves or their 
property. When the government –  in pursuit of good intentions 
– tries to rearrange the economy, legislate morality, or help 
special interests, the cost comes in inefficiency, lack of 

23 Ibid. p. 14-25.
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motivation, and loss of freedom. The government should be a 
referee, not an active player.”24

Democratic Values in Free Market Capitalism
Mises wrote in his book Socialism: An Economic and Sociological 
Analysis, that free-market capitalism is essentially an economic 
system that is very democratic. However, different from 
democracy in the political sphere, in the economics sphere the 
main subjects are the consumers.25

In a free-market capitalism, the flourishing or floundering of 
businesses rests in the hands of the consumers. If capital 
owners want their businesses to survive, then they have to 
submit to the desires of their consumers. Entrepreneurs who 
fail to innovate and to satisfy its buyers or service users will 
certainly be left without income, much lesser profits. This can 
be seen from the phenomenon of conventional taxi decline in 
several major cities in Indonesia, which saw its customers 
leaving due to the emergence of app-based online 
transportation providers.

This is a real democracy. Just like people who vote for public 
administration officers of their choice during the election, each 
time a customer made a purchase or used a service, then this 
becomes an analog to cast a vote to the producers of the 
goods or services to survive. Companies that manage to 
dominate the market are those that could satisfy their 
customers.

24 Ludwig von Mises. Socialism: An Economic and Sociological Analysis. (Yale 
University Press, New Haven, 1951.), p. 443.

25 Ken Blackwell. Milton Friedman's Property Rights Legacy. Forbes 
31/07/2014. Cited from: https://www.forbes.com/sites/realspin/2014/07/31/
milton-friedmans-property-rights-legacy/#46e742136635



55Capitalism and Economic Democracy 

However, this would be different if the state has the abilities to 
intervene in market competition through various measures – 
which may include protectionism and high tariff for imported 
foods, forbidding new players from entering an industry, 
subsidy policies to some businesses that are deemed as 
failures, tight marketing, and advertising regulations, to anti-
monopoly rulings. 

If the state takes such measures, then what will happen is that 
enterprises that would survive are not those who managed to 
satisfy their customers, but those who survived because the 
customers do not have any other options and are coerced – 
either explicitly or implicitly – by the state authorities to use 
certain goods or services.

Some of these policies are something that we could easily find 
in Indonesia. One of them was the Surabaya Mayor’s policy to 
not allow online transportation services in the city (Harianterbit.
com, 1/3/2016). The reason for the prohibition was that the 
online transportation provider was deemed to cause frictions 
with conventional transportation companies that are already 
established.

This does not only violate one’s rights to conduct economic 
activities, but it also violates the customers’ rights to obtain 
goods or services that are better, more efficient, and better 
suit their desires. This was also the case with the policy of the 
Mayor of Padang who prohibit minimarkets, such as Alfamart 
and Indomaret, in that city because they are deemed to cause 
losses for ordinary shop owners (gosumbar.com, 31/8/2015). 
The rights for the customers to choose is sacrificed under the 
guise of protecting a small number of business actors that are 
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too spoilt to face competition. It is possible for such policies to 
only lead to barriers to development, innovation, and creativity.

To return to our main discussion, in reference to democracy in 
the political sphere, in spite of their differences, it has to be 
acknowledged that in such ideals there are several similarities 
that could be aligned with free-market capitalism principles. If 
in a democratic political system someone who holds a public 
office position should be based on the people’s votes rather 
than other deciding factors, such as hereditary or closeness to 
the previous rulers and so on, then this is also the case in free 
market competition.

In the free-market capitalism, an enterprise can only survive if 
they obtained votes from its customers by purchasing their 
goods or using the services they offered – not because the 
business was owned by or had some links to public office 
holders, or because they threatened anyone who dared to try 
to compete with them.

A country that adopts a democratic political system should 
also give absolute rights to all of its citizens to choose or be 
chosen to be public office holders regardless of any identity 
markers such as gender, ethnicity, religion, sexual orientation, 
and others. There should not be an individual who is prohibited 
from participating in political activities because of any labels 
that are attached to that person.

This is also true in free-market capitalism. This idea demands 
the provision of rights to all individuals, regardless of their 
identities and even if they are foreign citizens, to participate in 
economic activities. Every business actor should have the 
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opportunity to satisfy their customers as free as possible and 
without any discrimination.

This is the true economic democracy: When the highest power 
lies in the hands of the consumers rather than a small number 
of business actors, politicians, or other interest groups

8. Why Capitalism is the Most 
Robust Economic System

Djohan Rady

Try and ask people around you: What is the opposite of the 
word “fragile?” A lot of them would answer “robust.” Logically 
speaking, this is false.

If we define fragile things as something that could be broken, 
and even destroyed, if it is shaken or pressurized, then the 
opposite of fragile is not only robust. The opposite of fragile 
should not only be “strong,” but it also has to “grow” and to 
“develop” when it is shaken or under pressure. Things that are 
fragile would dislike pressures, uncertainties, and instabilities, 
while things that are their opposite would like them.

Weirdly, as acknowledged by Nassim Taleb, we do not have a 
term to define things that are the opposite of fragility. For 
some reason, intuitively human beings always think of the 
opposite of fragility as robustness. In reality, this is not true. So 
then Taleb tries to use a simple neology – “antifragile – to refer 
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to things that have the characteristics opposite of fragile. The 
opposite or antonyms of “fragile” are “antifragile,” not “robust.”

These kinds of simple observations are something that is not 
often realized by a lot of people that make Nassim Taleb one 
of the most interesting philosophers to read today. 
Unfortunately, a lot of people only know Taleb as the writer of 
The Black Swan, which is understandable as this book was a 
bestseller. Moreover, a lot of people understood The Black 
Swan as a book that simply explain the existence of unexpected 
things outside of human prediction, particularly in the financial 
field.

Even though two of Taleb’s first books, Fooled by Randomness 
and The Black Swan are only a small part of a big corpus of 
Taleb’s thoughts on the texture of realities that are characterized 
by randomness and opacity. This corpus of thought is titled 
Incerto, and consists of five books –  Fooled by Randomness, 
The Black Swan, The Bed of Procrustes, Antifragile, and Skin in 
the Game that is about to get published – as well as a number 
of accompanying essays published in a blog called 
fooledbyrandomness.com.

The first book, Fooled by Randomness, is Taleb’s attempt to 
explain to us that in a lot of aspects, this life is dominated by 
random variables or randomness. People often mistook what 
they have – either wealth, position, or intelligence – as a result 
of their individual efforts, while in reality, randomness plays a 
big role to determine them all. We often mistook luck and 
skills. We are often fooled by randomness.

His second book, The Black Swan, is an elaboration of his first 
book. Taleb’s grand mission in The Black Swan is to show us 
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that things beyond us are far more significant than those that 
we know. Unfortunately, we – particularly economists and 
social scientists – often fool ourselves by saying that “everything 
that is relevant can be known and uncertainties can be tamed.”

To put it simply, we can see Taleb’s first two books as some 
kind of a wakeup call for us to realize that human, with all of 
their knowledge, is powerless in the face of randomness and 
uncertainties. The question then becomes what can we can do 
about it.

This question is what Taleb tries to answer in his fourth book, 
Antifragile: Things That Gain from Disorder. If Fooled by 
Randomness and The Black Swan was a wakeup call for such 
an urgent matter, the Antifragile is a way to solve it. This is why 
I feel that Antifragile is Incerto’s most important piece. It is not 
sufficient for us to acknowledge the limits to our knowledge, 
but we also have to know what we can do to get out of this 
problem.

Then, what kind of way out does Taleb offer? Taleb’s answer 
surely is not simple: Stay away from any kinds of fragilities, be 
antifragile, or at least robust.

Antifragility26

To fully understand antifragility, we have to understand three 
main characteristics of any objects in the face of randomness 
and uncertainties: fragile robust, and antifragile.

26 Discussion of the concept of antifragility may fully be explored in the book 
Antifragile: Things That Gain from Disorder, particularly Book I: The Anti-
fragile, An Introduction in Nassim Taleb, Antifragile: Things That Gain from 
Disorder (Random House New York, 2012).
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Fragile things would break or gets destroyed in the face of a 
stressor. In other words, things that are in this category would 
be vulnerable to black swans. The examples are vases, glass 
windows, crystal statues sent through a mail courier, a 
centralized banking system, centrally planned states – such as 
the Soviet Union, Achilles’ heels, and may others.

Meanwhile, things that are robust are neutral in the face of 
stressors. To a certain extent, they will not be damaged, but 
they would neither get any benefits from the stressor. The 
example can be seen in earthquake-proof buildings in Japan.

On the other hand, everything that is antifragile is not only 
robust, but it would also grow stronger in the face of stressors. 
For instance: ideas, writings – like books, essays, and others, 
capital, food recipe – such as pizza, the mystical being Hydra, 
small-medium enterprises, aviation industry, to reputation.

At a glance, the most striking difference between fragile and 
antifragile goods lies in the fact that fragile goods are 
inanimate objects, while antifragile objects are complex living 
organisms. This difference has some truth to it, albeit it is 
misleading. Us, for instance, we can put the mental condition 
of a derivatives trader as something that is fragile.

The main difference that sets apart things that are fragile and 
antifragile lies in their response to stressors. Uncertainties, and 
volatilities. Things that are fragile hates volatility, while goods 
that are antifragile likes, even need volatility to grow. For 
instance, the mystical being Hydra only had one head, but it 
multiplied in the face of a stressor, which was when its head 
was cut off by Heracles.
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Volatility is a central feature of antifragility. In fact, if it has to 
be said in a few words, then the heart of antifragility is the 
acknowledging and accepting attitude towards volatility. We 
can be fragile if we repress and hide volatilities by any means 
possible simply to create false stability. This is why Taleb 
despises the Gaussian curve or a bell-shaped curve, and calling 
them great intellectual frauds.

This point would be clearer through the story of two siblings 
told by Taleb in chapter 5 of Antifragile. There are two siblings, 
John and George, who live in London. John works as an office 
worker with a stable income. Every month John receives a 
salary of £ 3,082, along with a number of benefits and annual 
bonus. On the other hand, George works as a cab driver. 
George’s income is not stable. Sometimes he would take a few 
hundred-pound sterling home, but it is also not rare that he 
would not even be able to cover his fuel costs. Yet, if we 
average this annually, the two brothers’ incomes are not that 
different.

We may think that John has a more stable life than his brother. 
However, the model of a stable monthly salary for office 
workers like John is far more fragile than the income model in 
jobs that may not seem as glamorous as a cab driver. Imagine 
this, simply by a word of a CEO who decided to downsize the 
company that John could be fired and lost all of his income.

This kind of risk is not present in George’s profession as a cab 
driver. His income as a cab driver may not be stable, but 
George has the full authority to do his job as flexible as he 
wants. He knows – based on his experience and a series of 
trials and errors – where he should go to get more passengers 
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when his income falls. Moreover, a profession like George’s is 
more exposed to ‘unexpected bonuses,’ alias the positive 
black swans. For instance, when the Icelandic volcano 
Eyjafjallajökull erupted in 2010 and all of the air travel routes 
in North Europe were completely paralyzed, George received 
an odd request from a wealthy old lady to drive her to her 
relative’s wedding in France. This, of course came with a high 
payout, and George has all the power to accept or refuse this 
‘bonus.’ This kind of thing would only happen to professions 
that may seem volatile at first, such as entrepreneurs, artists, 
freelancers, writers, or prostitutes.

To better understand how fragile is John and how robust, if not 
antifragile, is George, see the below graphs.

The process on the left depicts George’s income as a cab 
driver, while on the right-hand side is John’s income as an 
office worker. The process that is undergone by George clearly 
is more volatile, but much more robust because all of the risks 
are manifest, so that it can be overcome much faster. This is 
called the mediocristan domain. This stands in contrast to 
John’s profession with its much smoother and more stable 
path, but risks here are more latent. As such, the latency 
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creates volatility in the case of extreme events and shocks, 
which is called the black swan event in the estremistan domain.

However, the two graphs above also apply in cases outside of 
John and George. The principles of volatility vis a vis fragility 
also applies in healthcare, politics, economics, and even 
human psychology. Let us take an example in human’s 
psychological conditions. Our psychology would be more 
robust if we are used to receiving stressors rather than if we 
are always faced with stabilities created by medications like 
Prozac. In economics, it would be better for the government 
to let any kinds of businesses to collapse rather than 
continuously offering bailouts to subsidize their losses. 
Meanwhile, in politics it would be better to let conflict or 
ideological dissent to happen in a small or medium-scale 
rather than repressing these antagonisms, which may even 
lead to revolutions or uprisings.

From these examples we can see that fragility emerged out of 
the many human efforts to repress volatility. The goal is, of 
course, to create a kind of reliable stability. However, Taleb 
explained that to repress volatility is not a wise strategy as this 
effort would only sweep volatility under the rug. In the end, 
volatility would only transform to a hidden and silent risk that 
could explode at any time.

Capitalism: Volatile and Amoral
Another example of how the dynamics of volatility could lead 
to a robust or even antifragile system is when we see a famous 
culinary district, such as the Shilin Night Market in Taiwan. We 
would only get the best culinary district if every restaurant in 
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that area competes with each other freely and are exposed to 
the risk of bankruptcy – in other words, it lets the restaurants 
to have their skin in the game. By doing so, the restaurants 
that survive would be the best that are actually favored by the 
consumers.

Compare this to the case when the culinary industry is 
controlled centrally like Soviet Union cafeterias, where almost 
in every aspects the businesses were submitted to regulations 
and top-down design. Starting from the menu, worker 
allocation, to the price of the foods. On a positive note, surely 
the system is much more stable. There would be no food seller 
that are exposed to the risk of going bust. However, on the 
other hand, such centralized systems would make the food 
industry uniform, boring, and the most important, fragile as 
the system’s survival lies in a single authority. Imagine if the 
regime suddenly changed or collapsed.

This is why antifragile systems are often small-medium sized 
and are decentralized. This can be seen in the case of Hong 
Kong and Switzerland. Even if it is in a large scale, an antifragile 
system usually divided itself into a number of smaller sub-
units that are dynamic and volatile, and we see that such 
dynamics and volatilities would not be found in centralized 
systems such as socialism. On the contrary, dynamics and 
volatility are two main characteristics of the capitalist system.

There are a lot of people who say that “capitalism is the most 
volatile system in the world.” They would say that as a mockery. 
However, what these people failed to grasp is that capitalism’s 
sprawl today is precisely because it is ridden with volatility. 
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Capitalism does not try to moderate real-life volatility and this 
is exactly what made it antifragile.

Let us see how the logics of progress and innovation in 
capitalism works. At this point, we can enjoy various cutting 
edge technological innovations that were born from the 
wombs of capitalism not because it is a system that is the most 
effective in producing these goods. This is a misconception. 
What is more precise is that there are a lot of technological 
innovations under capitalism because it gives the liberty for 
innovators and entrepreneurs to make mistakes and to 
encounter failures. This does not only work for high end 
technological goods, but it also covers all kinds of basic 
consumer goods around us today, for instance rice cookers, 
washing machines, bottled chili sauces, soaps, toilets, instant 
noodles, to matches.

It is interesting to compare how we often misunderstood 
capitalism and the evolution theory. This is due to a survival 
bias, which is a cognitive fallacy that makes us only see the 
‘final outcome’ of a long and winding process. We tend to see 
everything produced under capitalism as something to be 
taken for granted. We also tend to see progress and innovation 
as a result of an entrepreneur’s ingenuity in identifying 
opportunities and their shrewdness in offering new things. 
This can be observed in how people revere Steve Jobs. This is 
similar to those who reject the evolution theory that only sees 
the ‘final outcome’ of the evolutionary process, and then state 
that this ‘final outcome’ of the complex and difficult process 
must have come from an ‘Architect’ or a ‘Designer’ that is all 
intelligent and knowing.
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In reality, the products of capitalism that we enjoy every day, 
as biological beings in the evolutionary theory, go through a 
long process of trial and error. Amidst this process of trial and 
error, there are many goods that were not sold, failed, and 
then forgotten. This kind of ‘failure’ is then turned into a lesson 
by other entrepreneurs so that in the future they will not fall 
into the same trap. So the next time you marvel at the iPad in 
your hands, know that this product stands on the shoulders of 
a lot of failed products that you might never have heard 
before, such as Microsoft Zune or Apple Newton.

One of capitalism’s superiority is that the people who live in it 
understand what should not be done because of the mistakes 
done by their predecessors. If Nietzsche says that what does 
not kill me makes me stronger, then capitalism’s motto is what 
kills me makes other people stronger.

At this point, we can see the most striking weakness of the 
capitalist system, which is in regard to the moral aspect.  
Firstly, see how the aviation industry could be antifragile.  
For each air accident, the capitalist system that capitalism’s 
every achievement stands atop of failed individuals.

Unfortunately, people in the capitalist society that exalt success 
often react negatively of individuals who experience failures. 
Individuals who dared to take risks but failed are often treated 
like worthless trash. Let us see how our society fetishized 
images that are deemed to have rendered some kind of 
service. We would create ceremonies like “Hero’s Day” or “May 
Day,” but not to remember the service of failed entrepreneurs 
who have countless contributions in improving our quality of 
life today.
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The hardest question to answer is how we would justify these 
great strides produced by capitalism over the failures of others.

However, the problem is that we should see capitalism as an 
amoral system, not immoral. ‘Amoral’ means that it is not 
related to any moral categories, which differs from ‘immoral; 
that implies a contradiction to existing moral standards. 
Capitalism as an amoral system means that we have to see 
capitalism simply as a natural process that is neutral from right 
or wrong moral categories, just like the evolutionary theory. 
We cannot apply a right or wrong category to the evolutionary 
theory. At most, we can only test the validity of the evolutionary 
theory as a way to highlight truth in the world. I believe that 
we should set a similar standard for capitalism.

9. Being John Galt:  
Why It Is Good to Pursue 
Individual Interest

Imantaka Nugraha

“I swear by my life and my love of it that I will never live for the 
sake of another man, nor ask another man to live for mine.”– 
John Galt

John Galt is a fictional character in Atlas Shrugged, a novel by 
Ayn Rand that was published in 1957. The novel tells us a story 
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of how the application of collectivist values as a basis of 
decision-making in policy that is ridden by coercion, would 
never lead to developments in humanity. On the other hand, 
the application of collectivist values with its outdated myths 
related to public interest or equality would only become 
disincentives for individuals to develop themselves.

In that novel, it was told that the application of collectivist 
ideas and government intervention in the economy is a big 
problem.

The loss of individual incentives to keep improving themselves, 
of course, will impact the decline of civilization, sciences, and 
economy. There is no one that benefits from these. Civilizations 
will only progress if individuals still have the incentives to 
develop themselves according to their own individual passions, 
aims, and desires, which certainly differ from each other. The 
indication maybe observed in the existence and the 
development of a competitive market as a process of 
entrepreneurial discovery, which motivates individuals to 
develop themselves.

Ayn Rand depicts John Galt as an ideal human. Galt is a 
philosopher and inventor who believes in the power and 
brilliance of the human mind, as well as human desires and 
individual rights to use their minds and desires purely for their 
own personal interest.

He acts as an opponent –  a challenger that behaves 
individualistically against the social and economic structures 
that uphold collectivist values. In short, Galt is a person who 
fights to value humanity. Galt is an individual who loves only 
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himself and is a manifestation of the concept of objectivism 
championed by Ayn Rand.

With a passion to develop himself, John Galt indirectly  
benefits others and significantly contributes to human 
civilization. Galt inspired many to live for themselves, to reject 
slavery, and to also refuse to be a slave.

There is one thing that we can take from this story, which is  
to value the rights of each individual to pursue and strive  
for their interests and desires to improve themselves, which in 
the end would yield the best outcome for others as well.  
This point is also supported by Adam Smith in his famous 
metaphor: the invisible hand.

Whether we like it or not, essentially every human acts and 
reacts to fulfill their own interests, and over their own individual 
and unique rationalities – which is impossible and not 
necessary to be uniform to other individuals’. This is a good 
and natural thing.

Moreover, that passion also pushes civilization to keep 
progressing. This self-centrist and individualist values are in 
humanity’s nature that motivates individuals to be their best, 
in their own ways, and by creating something or doing 
something that in the end will also benefit the society or 
human civilization.

There is nothing wrong with that. There is nothing wrong with 
humanity’s self-centrist and individualistic nature. According 
to Ludwig von Mises in his book Human Action (1949), the 
main goal of human action is to fulfill their own desires.
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There is no parameter or gold standard to how humanity 
attempts to fulfill their own goals, aside from those set by 
their own selves, which differs between an individual and the 
other, and also differs between the same individual across 
different times or situations. There is no other party, but that 
individual, who could define nor decide what could make 
another individual happy, because satisfaction and happiness 
are individual matters.

People often misunderstood human individuality and self-
centrism. When they hear the word ‘self-centrism- or 
‘individualism,’ what crosses a lot of people’s minds are 
ignorance towards others, greed, or other bad things. If we 
hear these words, oftentimes we think of immoral people who 
would not think twice before tricking others, steal, or even kill 
simply to fulfill their interests and desires.

As a result, human needs intervention from the state in all 
aspects of their life to ensure the continuity of their livelihood. 
Many people perceive humans who act natural, which is to be 
self-centrist and individualist, as people who warrant shaming 
or even as bad people. A true self-centrism and individualism 
are not like that.

According to Ayn Rand, selfishness is to follow our common 
sense –  not baseless desires –  to work to achieve a productive 
life with an aim, to achieve true honor, to pursue one’s own 
happiness as the highest moral goal, and to obtain prosperity 
by benefitting others as an individual – which is to exchange 
values with others. An inventor who succeed in creating 
something that could be useful to others, at the start, might 
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have been motivated or incentivized to do so because of 
individualist or self-centrist factors.

But in the end, if he decides to sell his inventions, then his 
inventions would be useful for many people rather than just 
for himself. An entrepreneur who, essentially only wanted to 
accumulate wealth and obtain a better living, would, in the 
end, benefit others, such as his consumers whose problems 
are solved by using his products or services, or his employees 
who obtained a living by working for him.

Rand’s philosophy towards life is not an imagined story that 
never really existed. Rand’s philosophy is ideal to hold on to in 
this world as we face realities that we do not wish to rewrite 
nor avoid, but to live to the fullest.

Rand’s philosophy is a solution offered by her for everyoone 
of us, to achieve the world that we dream of. We are the ones 
who have the desires to face reality, to make peace with our 
own common sense, and to make our own lives as the highest 
moral goal, which in the truest sense is to be an objectivist 
person.

I believe that we are John Galts. We who do not only wish but 
us who truly pursue what we dream of. We who are the 
champions of liberty. We who strive for peace. We who use our 
common sense and free will to face reality.

Everyone of us refuses to be a slave or to enslave others. 
Everyone of us who chooses to live by our own goals and 
courses, and to also value the diversity of others’ goals.

As free individuals, we all have choice. If we chose to support 
anti-individualist values that limit our desires as individuals to 
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develop ourselves, let alone those that are enforced by the 
state, our civilization would certainly decline.

However, if we believe in the idea that each one of us are 
individuals who have the rights to develop ourselves –  that 
our lives are fully ours that is the most sacred, and that our 
lives’ goals are the only ours to determine – stop supporting 
those who oppress us, stop letting the existing system to treat 
us as it pleases. Something that is bad can only happen under 
the consent of a good person. By staying silent and docile, 
those of us who are truly good would only indirectly give our 
consent.

Let us be like John Galt, let us build a world that is based upon 
the passion of liberty and the valuing of other individuals’ 
choices. The world that we desire and dream of can be 
achieved.

10. Nozick and Rawls Debate on 
the Concept of Justice

Djohan Rady

What is Justice? For John Rawls, the answer is simple: justice is 
fairness. But what is fairness?

We were all born in different situations and conditions. There 
are people who were born in rich and poor families. There are 
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people who were born as a Chinese, black person, an 
Ahmadiyya, a woman, or other minority identities. However, 
there are also people who were born with privileges, such as 
male, white, Caucasian, and middle class. We were all born 
without the ability to choose these social markers.

Those who were born with privilege will tend to choose 
minimalist political institutions, which are those that focus on 
protecting individual rights, where everyone has the rights to 
enjoy the fruits of their labor without any compulsion to share 
them with others. However, those who were born poor and 
marginalized will surely choose political institutions that have 
distributive characteristics. These are institutions that stress on 
social equality and welfare provision. The question is: Which 
one of the two political institutions is the fairest? The minimal 
or the distributive?

According to Rawls, the answer is distributive. Why? Because 
institutions like these are the ones that would be selected by 
everyone if they are in an original position where they are 
within the veil of ignorance. This is what this means: Imagine 
that before being born into the world God asked everyone to 
choose whether to live in a minimalist or distributive institution. 
However, at that point, no one knows the kinds of social 
positions they would be born in, whether they would be born 
with privileges or to become marginalized. According to Rawls, 
in such a situation, everyone would choose to live under a 
distributive institution because that is the safest choice, and 
according to practical rationality it is the most beneficial.27

27 John Rawls, A Theory of Justice. (Harvard University Press, 2009), p. 11
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This is John Rawls’ justification of distributive justice and 
government intervention in social-economic equality. Since its 
initial publication on 1971, the idea of justice as fairness in his 
Theory of Justice book, has been used as a guidance for a lot 
of state heads to apply affirmative action and welfare state 
policy models. This idea also became a justification for the 
emergence of the nanny state as a governance model.

In contrast to Rawls, Robert Nozick in his book Anarchy, State, 
and Utopia, states that fairness is a situation where there is no 
individual rights violation, including property rights and the 
rights to enjoy one’s fruit of labor. This means that Nozick 
objects to state intervention in redistributing wealth – such as 
through taxation or subsidies. To Nozick, wealth redistribution 
for social equality is not only morally problematic but also 
embodies a severe conceptual fallacy.

A famous illustration presented by Nozick is the example of 
the basketball player Wilt Chamberlain.28 In the US, there are 
many people who would pay a lot of money to see the 
superstar player Wilt Chamberlain in the court. Let us say that 
there are one million people who would pay 25 cents to see 
Chamberlain. This means that in a match Chamberlain would 
get an income of $250,000. If we follow John Rawls’ logic, then 
this clearly is not fair. So, according to the difference principle 
championed by Rawls, Wilt Chamberlain should redistribute a 
part of his income to the audiences who have voluntarily paid. 
According to Nozick this is absurd.

28 Robert Nozick, Anarchy, State, and Utopia. (Basic Books, New York, 1997), 
p. 208
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The main difference between Rawls and Nozick’s ideas of 
fairness lies in the disposition between the process and the 
outcome. Rawls’ conception of fairness focuses on the out-
come, while Nozick’s prioritize the process – particularly in 
terms of ownership. This process of ownership becomes the 
core of Nozick’s famed entitlement theory, whereby individuals 
have the rights to enjoy all of the resources that they have if 
they are truly entitled to do so.

According to Nozick, the biggest issue with fairness theories 
generally lies in the focus on outcomes. Whereas, the idea of 
fairness that focuses too much on the outcome are susceptible 
to appearance bias and could potentially violate individual 
rights.

Say that there is a distributional scheme as follows:

 A B C

Distribution 1 12 10 9

Distribution 2 42 2 13

Distribution 3 20 8 8

 

The utilitarian theory of justice would tend to choose 
Distribution 2 as the aggregate of goods received by A, B, and 
C has the highest sum. Meanwhile, egalitarian theory of justice 
would choose Distribution 1 because the difference of goods 
received by A, B, and C is the smallest.  Meanwhile, the 
difference principle championed by John Rawls would also 
choose the Distribution 1 scheme because the smallest value 
in that scheme – which is C with 9 goods – is still bigger than 
the smallest in other distributional schemes.
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According to Nozick, the distributional scheme in that table 
cannot be used as a reference to form wealth redistribution 
schemes. The reason being is that the matrix does not show 
the kind of processes that A, B, and C underwent to receive 
these goods. On paper, Distribution 1 scheme may seem the 
fairest. However, it is possible that A obtained 12 because he 
exploited B and C. Meanwhile, in Distribution 3, which seems 
unfair, it is possible for A to gain 20 because of his perseverance 
and hard work. So, according to Nozick the essence  
of fairness does not lie upon who gets what, but in ‘how’ 
people obtained it.

For some people, Nozick’s conception of fairness may seem 
egoistic and brutal. Maybe that is why John Rawls’ conception 
of justice is more popular. However, as we all know, popularity 
does not guarantee that something is right. Behind its 
characteristics that are highly individualistic and – seemingly 
– egoist, Nozick conception of justice has better economic 
logical validation.

According to Frederic Bastiat, good economists are those who 
could see unseen consequences in adopting a policy. Gasoline 
subsidies, for instance, may bring about equity in prosperity 
that can be directly felt and observed. However, in the eyes of 
trained economists, this gasoline subsidy policy clearly is a 
waste, or even a harmful step to take if seen from the 
opportunity cost perspective: How many schools and hospitals 
could be built if the money allocated for subsidies are not 
burnt as gasoline?

The similar logic also applies in assessing John Rawls’ and 
Robert Nozick’s justice theories. Rawls conception of fairness 
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may seem more humane and friendly, but in it, lurks high 
opportunity cost: As the government redistributes an 
individual’s wealth to another individual, how much 
opportunities for production is lost? How much economic 
incentive is wasted? On the other hand, Nozick’s conception 
of fairness that may seem cold and egoistic, which guarantees 
protection over property rights, could foster production and 
welfare in the long run.

This is what I mean when I said that Nozick’s conception of 
fairness has a better economic logical validation than Rawls’. 
In my opinion, good public policies should be built upon good 
economic logic considerations. In this context, it is clear that 
Nozick’s conception of justice is better than Rawls’ to be used 
as a reference in formulating public policies.

11. Uber and Creative 
Destruction

Djohan Rady

Udin is extremely troubled. That night, 28 August 2015, he 
along with some of his friends has to stay in jail. What crime 
did he commit? Udin and his friends worked as Uber drivers.

As reported by kompas.com, Udin was ‘framed’ by a passenger 
who wanted to be driven to the Indonesian Police Forces’ 
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Headquarter.  When they arrived, the passenger reported 
Udin to a police officer there and revealed that he is a staff of 
the Organization of Land Transport (Organda).

According to Organda’s official statement, they framed people 
this way because Uber’s illegal status caused them anxieties. 
However, people should understand that the real reason for 
their anxiety is that Organda is worried that their public 
transportation business is facing competition from Uber.

Uber is not the only one who received a backlash from the 
existing players in the industry. Gojek also faced the same 
issue. We, particularly those who live in the Greater Jakarta 
area, must have heard of stories about the Gojek drivers who 
were discriminated against by conventional ojek drivers.29 
Starting from embargoes towards Gojek drivers from operating 
in certain areas to violence and attacks towards Gojek drivers. 
Such violence, for instance, has been perpetrated by ojek 
drivers in the Universitas Indonesia ojek depot at Depok.

As consumers, we must be livid when we hear such cases. 
What Organda and conventional ojek drivers did were indeed 
egoistic. They have become a hindrance to innovation and the 
provision of better services for their own interests. In the end, 
the consumers are the ones at a loss.

However, if you think that the ones acting egoistically like that 
was only Organda in the ojek driver’s case, then you are sorely 
mistaken. Anti-innovation attitudes are natural and is often 
inhibited by many groups and individuals. This is even more 

29 Ojek is a kind of motorcycle taxi in Indonesia.
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so when these people hold power and are benefited from a 
certain socio-economic status quo.

During the Industrial Revolution in the 18th century, a similar 
situation could also be found in England. At that time the 
Luddites that consist of artisans rejected industrialization and 
the implementation of new technologies. Their reason, you 
guessed it already: they feel that industrial technology is at 
fault for the loss of their work and income. The Luddites are 
well-known for their aggressive behavior. They often held 
violent protests by burning steam engines as well as other 
technological innovations. Not only that, but the Luddites also 
often committed violence towards the industrialists and 
innovators. They, for instance, have burnt down the house of 
John Kay, the ‘flying shuttle’ innovator, which is an important 
component in the European textile industry revolution. To this 
day, the word ‘Luddite’ is often used by Anglophones to refer 
to conservatives who object to technological innovations.

The economist Joseph Schumpeter has explained that there 
will always be a process of creative destruction in an  
economic cycle.30  Creative destruction is a revolutionary 
process whereby the old economic organization started to 
break down and is replaced by a new one due to developments 
and technological innovations.

The most important aspect of the creative destruction process 
is that economic renewal will always involve two parties who 
stand opposite of each other: the old actors and the new ones. 
In the case of the industrial revolution in England, the Luddites 

30 Joseph A. Schumpeter, Capitalism, Socialism, and Democracy. (Harper & 
Brothers, New York, 1942) p. 83.
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are the old actors, while the innovators and the industrialists 
are the new ones.

From the two sides’ clash, there will always emerge a loser and 
a winner. Who wins and who lost in this process is vital in 
shaping the face of human civilization. Progress and prosperity 
may be improved if creative destruction is won by the 
reformists. On the other hand, if the winners are the old actors, 
then progress may be hindered.

Unfortunately, according to Daron Acemoglu and James 
Robinson in their book Why Nations Fails, there is no definitive 
way to ensure that reformists will always triumph in creative 
destructions. According to them, who wins and who loses are 
determined by political power alone.31  It means that who has 
the most influence towards policy lobbyists and the biggest 
public sympathy. According to Acemoglu and Robinson, not 
much that we can do to ensure that the reformists become the 
victor.

I disagree with them. I believe that there are many things to be 
done to ensure that the reformists would win. One of it is by 
organizing the power of the consumers. Who are the 
consumers? We are all. We are the ones who would benefit 
most from goods and services as the result of innovations and 
technological advancements. Our number is very big. There is 
no one in this world who could be separated from their identity 
as a consumer. For that reason, to me, the most important 
class consciousness is the consumers, not that of the workers 
let alone the farmers.

31 Daron Acemoglu & James Robinson, Why Nations Fail: The Origins of Pow-
er, Prosperity, and Poverty. (Crown Business, New York, 2012) p. 84.
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What is strange is that while their number is big, consumers 
are the weakest party in each economic transaction. There is 
always a way for the provider of goods and services to trick 
their customers. This is due to the existence of a knowledge 
gap and the unequal informational distribution between the 
two. The most salient example can be seen from the case of 
cartelism within cellular communication providers in Indonesia 
in 2007. At that time, there were six cellphone operator 
companies that were involved in the price fixing of SMS 
services. The people as consumers did not realize this. They 
only knew that the IDR 350/SMS fee was a ’normal’ price to 
pay, while in reality, they could have paid much cheaper than 
that.

This is why I feel that consumers should start to be ‘class 
conscious.’ Consumers should realize that there will always be 
parties who would hinder the distribution of welfare to the 
hands of the masses. These people are the elites who want to 
steal from the ‘welfare cake’ for them and their own groups. 
They are the ‘old actors’ whose socio-economic privileges are 
being threatened by the emergence of innovation and 
developments. We have to defeat them. A way to do so is 
when we as consumers are able to organize ourselves and to 
actively fight for our rights.

To improve this class consciousness, we should modify the 
clichéd leftist movement slogan of ‘the workers united will 
never be defeated” to “the consumers united will never be 
defeated.”
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12. Chinese Ghost Towns: 
Lessons from  
Economic Centralism

Djohan Rady

In the Zheng Zhou district in China, there is an urban center 
built extravagantly. There are a lot of facilities in it, from 
apartment blocks, entertainment centers, office buildings, 
hotels, and shopping centers. However, unlike our vision of 
how a metropolitan should look like, this city in Zheng Zhou 
seems more like a ghost town. There is nothing going on and 
no one is on the streets. There is nothing to indicate that this 
is an urban center, except gigantic buildings and offices that 
are empty.

One of the shopping centers in that city, called New South 
China Mall, is one of the largest shopping centers in the world. 
Upon its construction, its developers bragged that this mall 
will be the biggest in the world with 1.500 spaces to rent out 
and is projected to attract 70.000 visitors daily. The New York 
Times even said that the mall’s construction is a testament to 
the “astounding proof of the Chinese consumption culture.”

However, the prediction remained as a prediction. In reality, 
New South China Mall is empty. Even ten years after it was 
built in 2005, there were only 47 tenants who opened their 
doors for business out of the 2.350 spaces for rent in the 
660.000 square meter mall.
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The Zheng Zhou and New South China Mall are only a few 
examples of “ghost towns” in China. There are at least ten 
other cities built by the Chinese government to push 
urbanization and maintain the rate of economic growth. 
Almost all of the city construction works ended up like Zheng 
Zhou. Rather than increase the rate of growth, these projects 
only make a lot of people suspect that economic growth in 
China is merely a bubble.

Here, once again we are shown a concrete example of how 
inefficient is central planning in economics. Central planning 
does not only lead to a waste of resources as seen in the 
Chinese ghost towns, but it also causes a scarcity of resources 
in places that needs it most. This has been written by Friedrich 
Hayek in his essay titled The Use of Knowledge in Society that 
was initially published in 1945.

In that essay, Hayek argues that the biggest issue in economics 
is the allocation of resources: how to allocate resources as 
effective and efficient as possible to those who have different 
interests.

Our first instinct is, of course, to say that resources should be 
allocated to those who need them the most and those who 
could benefit from them the most. For that reason, those 
whose role is to do the allocation should know the interests 
and desires of each individual in society. The allocator should 
also know how each party would utilize or consume those 
resources.

If all of this information could be perfectly obtained, then the 
allocation of resources would only be a logical-mathematical 
problem. This information and data would only need to be 
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worked through some kind of mathematical formula, and in 
the end would reflect an optimal allocation model.

Unfortunately, an economic problem is not simply a logical-
mathematical problem. The subject matter of economics is the 
preferences and choices made by human actors. And as we 
know, preferences and human behavior are not some kind of 
raw data that is often used in natural sciences. Human behavior 
is characterized by uncertainties and is vulnerable to changes 
in particular situations.

This uncertainty creates a problem in economics – particularly 
in terms of allocation – that is extremely complex. Perfect and 
whole data or information is impossible to obtain. In other 
words, there is no one who could claim that they know best 
the desires and interests of others – let alone the society as a 
whole.

How is it possible, for instance, for a governor to know exactly 
that all of the citizens in Jakarta needs a new highway rather 
than a cheap motorcycle credit? How is it possible for a head 
of state to choose to prioritize the interests of the national 
meat industry than the people’s needs for cheap meat import? 
The answer is that these are impossible to know. A planner 
would not be able to know the needs of all of its citizens 
reliably and perfectly.

If so, then would not an optimum allocation of resources be 
impossible to do? The answer is no. In The Use of Knowledge 
in Society, Hayek states that there is one single most effective 
way to allocate resources optimally, which is through 
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decentralization.32 What this means is that the process of 
resource allocation should be left freely to individuals in 
society. If it is proven that human preferences and behavior 
are volatile to particular situational changes, then it is possible 
to give full authority to those who are familiar with those 
particularities to make decisions that they deem the most 
precise and efficient.

However, there is still an unanswered question. If our 
knowledge about others’ preferences and desires are limited, 
then how do we make the most optimal decisions in allocating 
resources that we have to others who need them? This can be 
done through the market price system. Only by looking at the 
prices in the market that individuals could make the best 
decisions on what he should sell or buy when to sell or buy, 
and by how much. In the market price system, there is an 
aggregation of information about a lot of people’s preferences 
and needs.

Say that the price of lead went up, either because the need for 
lead in another country has increased, or because there were 
issues in lead mining that caused a disruption to the lead 
supply. Whatever the reason is, the rising lead prices could 
become a signal to lead consumers – such as tin-making 
companies – to reevaluate their operations or to find another 
substitution for the lead.

The rise of lead prices could also be a signal to aluminum 
entrepreneurs, for instance, to enter the market to fill the gap 
left by the lack of lead supply. In turn, the use of aluminum as 

32 The Use of Knowledge in Society (1945) essay can be accessed for free from 
the website mises.org. Available from: https://mises.org/library/use-knowl-
edge-society
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lead’s substitute would increase the market price of aluminum 
itself, and this increase would influence the decisions made by 
those who have interests in aluminum. This would keep going 
on. In this example, we can see how the market price 
mechanism could foster the allocation of resources to those 
who need them the most without any central coordination. 
Maybe what is more precise is that resources would be able to 
be allocated more effectively and efficiently if there is no 
central planning.

Central coordination or planning oftentimes would only cause 
a lot of troubles. This is because resources were allocated not 
based upon the needs of a lot of people that are captured in 
the market price, but rather based on the plans made by one 
party – which is usually the government – who feels like they 
know the needs of the people.

This is why we can see that people were queueing to obtain 
basic goods in socialist countries like the Soviet Union, 
Indonesia during Soekarno’s rule in the 90s, and Venezuela 
today. This happened because the governments in these states 
attempted to allocate basic goods not based on the market 
prices, but based on the plans of the ruler in the government.

This is also why there are a lot of ghost towns in China. These 
cities grew not as a reflection of the needs of the masses, but 
as an effort on behalf of the Chinese government to urbanize 
their citizens so that the national economic growth measured 
by gross domestic the product would stay above 7% annually.
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Seeing these ghost towns in China today, it seems that we can 
say that these efforts were a failure.

Lastly, I want to cite one of Hayek’s most well-known quotes: 
“The curious task of economics is to demonstrate to men how 
little they really know about what they imagine they can 
design.” This quote remains relevant and could serve as a 
reminder to us about how dangerous is a politician who thinks 
that they know how to organize others’ lives is.

To achieve true economic prosperity, we should give more 
trust to individuals rather than to rulers with centralized plans. 
Afterward, we should leave it for the market mechanism to 
work.

13. Are Scandinavian Countries 
Socialist?

Adinda Tenriangke Muchtar  
and Djohan Rady

There are still many people who think that Scandinavian 
countries like Denmark, Norway, and Sweden – which are all 
prosperous – are socialist countries. One of them is the 
Democratic Party presidential candidate from the US, Bernie 
Sanders.
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During a debate with Hillary Clinton some time ago, Bernie 
Sanders said that the US has to adopt socialist policies like in 
Denmark. This is certainly untrue as Denmark is not a socialist 
country.

Danish prime minister himself has asked Sanders to stop 
calling Denmark a socialist country. “Denmark is a state with 
market economy,” said prime minister Lars Løkke Ramussen 
during an event at Harvard.

The misunderstanding about Scandinavian countries and 
socialism is actually understandable. Scandinavian states are 
indeed well-known for their successful welfare state policies 
and social welfare programs, such as jobseeker subsidies, free 
education, and a large pension.

These social policies are often lauded by social democrats 
such as Bernie Sanders. Not only Bernie Sanders, from the 
vocalist Bruce Springsteen to hardcore economist like Paul 
Krugman also often used Scandinavian countries as an 
example of the success of the third-way.

However, it is certainly unfair to call Scandinavian states as 
socialist countries simply by looking at their social welfare 
programs. To say whether a country is a socialist or not, we 
surely have to see how the economy is run in that country. 
Moreover, it would be fairer if we look at it from the start, 
which is when the economies in these states started to boom.

It should be known that Scandinavian states, particularly 
Denmark and Sweden, did not adopt welfare state policies 
from the start. There were periods when welfare state policies 
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were dominant, but there were also periods when the 
economic policies were dominated by pro-market policies.

Scandinavian countries first rolled out extensive welfare state 
policies in the 1960s and the 1970s. Previously, by the end of 
the 19th century and the start of the 20th century, Denmark and 
Sweden were agrarian states that only begun to industrialize. 
At the start of the 20th century, Denmark and Sweden became 
one of a few states with the highest prosperity –  not only in 
the world but also in the world.

So, Denmark and Sweden already became prosperous before 
they rolled out their welfare state policies.

The factor that contributes to the developments in prosperity 
lies in these states’ economic policy choices. Denmark and 
Sweden already became some of the most prosperous 
countries by the 1940s to the 1950s not because of their 
socialist policies. On the contrary, at that time the economic 
policies in Denmark and Sweden were dominated by pro-
market policies.

At that time, the tax rate in Sweden was even lower than in the 
US. This was also the case with its public sector, which was 
smaller than the US. Private companies in these states were 
allowed to compete. This was the time when well-known 
Swedish companies, such as IKEA, Volvo, Tetra Pak, H&M, 
Ericsson and Alfa Laval, started to emerge. 

In 1870 Sweden’s gross national product was 57% lower than 
the UK. However, by 1970, Sweden’s was 21% higher than in 
the UK.
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At the start of the 1970s, there was a change in the direction 
of these states’ economic policies. At that time, the third-way 
policy model started to gain popularity amongst policymakers 
in European countries. This included Sweden and Denmark.

This tendency is visible when we look at the tax revenue in 
these two states. In 1955, the tax revenue in Sweden was only 
24% of its total gross national product. In Denmark, the figure 
was only 23%.

However, in 1995 Sweden’s tax revenue increased to 46% from 
its total gross national product, while in Denmark it was 48%. 
Compare this to the UK, which in 1955 was only 30%, and 
increased to 32% in 1995.
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The increase in tax revenue certainly is a part of Sweden and 
Denmark’s economic policy transitional phase. Before the 
1960s and 1970s, Sweden and Denmark already have social 
welfare programs, albeit limited in scope. However, in the 
1960s a radicalization within the social-democratic parties 
steered these countries to the left.

At that time, social welfare programs in Sweden and Denmark 
that was limited in scope started to expand. Not only that, the 
role and the intervention of the state in economics was 
increased. As a result, the Swedish economy that was once 
based on the free market started to become centralized and 
planned ala socialism.

his certainly led to the slowdown of Swedish economic growth, 
which previously had the highest gross national product, to 
the lowest amongst all OECD states between the 1970s and 
the 2000s. This was similar to what was experienced by 
Denmark. 
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Sweden used to be the fourth wealthiest state in the world. 
However, in 1995 Sweden only became the 14th. Not only that, 
between 1950 to 2000, the total cumulative job creation in the 
Swedish private sector almost zeroed.

In 1970, Denmark that was the 7th wealthiest country in the 
world, dropped to number 10 in 1980. The high tax rate 
eventually took its toll to the Danish people’s living standard. 
A study conducted by the think tank CEPOS shows that the 
average household spending in Denmark dropped from 
number 6 globally in 1970 to the 14th in 2011.

These facts show that the transition from pro-market to 
welfare state policies only led to an economic growth slowdown 
in Denmark and Sweden.

Since then, Denmark and Sweden began to learn from their 
mistakes. In the 2000s, the two states overhauled their welfare 
state through deregulations, tax rate reductions, and 
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privatization of various public services. As a result, economic 
growth in the two countries rebounded. After the reform and 
the return to the market economy, Sweden and Denmark once 
again became two of the wealthiest countries in Europe and 
the world.

So it really is misleading if Bernie Sanders called these 
Scandinavian states socialist. Even worse, if Sanders want to 
copy these Scandinavian states’ success through their welfare 
state policies, then he would only bring about economic 
stagnation and decline.

If one wants to follow the Scandinavian states’ path, then copy 
the policies that made them prosperous. For that, we should 
see their policies by the end of the 19th century to the middle 
of the 20th century. At that time, Scandinavian states started to 
bring about reforms, from poor agrarian states, they 
transformed into prosperous industrialized societies. The key 
was pro-market economic policies that foster competition and 
competitive entrepreneurship.

Welfare Policies that only Put Immigrants at a Loss
The supporters of the social democratic system, particularly 
those who admire Nordic countries – which are Scandinavian 
states along with Finland and Iceland –  also need to read 
Debunking Utopia. In that book, Nima Sanandaji allows welfare 
state supporters to closely examine the invincible impact of 
policy and the importance of context, such as culture, that 
could influence the effectiveness of a policy.

Nima linked his argument about the myths of socialism in 
Nordic countries to his critic towards the obsession of Nordic 
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state policy admirers, particularly those in the US at the context 
of the 2016 presidential elections. Nima brilliantly argues for 
several relevant topics in his criticism.

Some of them are the importance of making apple to apple 
comparisons between countries, understanding the imple-
mentation of tax policies and the existence of the ‘hidden tax’ 
that people in Nordic states are unaware of, as well as the 
welfare policies that trapped people as they lowered incentives 
to work, decreased productivity, and increased dependency 
on government handouts. An additional and the most 
important point Nima stresses is the importance of 
understanding policy contexts in Nordic states, particularly the 
history, culture, and individual characteristics of their citizens.

The unique culture and characteristics of the Scandinavians 
are what made their welfare policies successful, although 
Nima also gave examples of social democratic policy failures, 
such as exorbitant taxation rate, public sector dominance, 
worker union’s power to influence wages, and excessive 
welfare policies, in the end these Nordic states learned from 
their experience by reorienting their policy towards a free 
market system to foster its citizens’ independence by 
incentivizing them to work – particularly to benefit from the 
combination of their exceptional culture and citizens’ 
characteristics.

One interesting point that is pertinent to the comparison 
between the ‘American Dream’ and the ‘Nordic Shangri-La’ 
lies in how excessive welfare policies would hinder progress 
and/or better living for the immigrants. The combination of 
excessive welfare policies, exorbitant tax rate, and a labor 
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market that is far too influenced by the union directly or 
indirectly limited work opportunities for the immigrants and 
plunged them into the welfare trap.

Negative outcomes that emerged as a result of such conditions 
are criminal problems and poverty, particularly in cities that 
host a lot of immigrants. In the end, the Nordic state 
governments acknowledged the complexity of the migrant 
issue and how their open-door policy towards the migrants 
clashed with the existing welfare policy.

Nima’s personal experience of growing up in an immigrant 
family also made his argument in relations to immigration 
issues in Nordic states stronger and more relevant. In this case, 
Nima wants to show how welfare policies succeeded in Nordic 
states because of its homogenous population who embody 
unique cultures like high individual responsibility towards 
one’s selves and their families, cooperation, high trust, as well 
as hard work.

This does not mean that Nima would object to those who 
admire Nordic states’ welfare policies. Nima merely asks them 
to better understand the context for their success and the 
limits to their welfare policies. Particularly in understanding 
their experience and how they learned from their failures, as 
well as the invincible impacts of these welfare policies or the 
Third Way Socialism.

Moreover, through his book, Nima also aims to uncover the 
limits to welfare policies and significant market-oriented 
changes that took place in Nordic states. In other words, 
according to Nima, “the welfare states can, through welfare 
dependency, create large obstacles for the poor. This is why the 
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Nordic countries, for all their benefits, are offering fewer 
opportunities for immigrants to climb the social ladder 
compared to in America” (p. 192).

The ‘Third Way democratic socialism’ already negatively 
impact Nordic states’ economic performance, and their far too 
generous welfare policies have become a hindrance to labor 
market growth, as well as creating a long-term dependency 
on the state. Essentially, Nima reminds us that there are no 
perfect nor utopian policy systems to be implemented, which 
includes welfare policies in the Nordic states.

Invincible Consequences to Women 
Empowerment
In his other work, The Nordic Gender Equality Paradox, Nima 
Sanandaji criticizes the invincible consequence of women 
empowerment.

On one hand, Nima appreciated and acknowledged the result 
of the welfare state and affirmative action policies in promoting 
women empowerment. The welfare state and affirmative 
action policies have managed to create jobs for women that 
are supported by various services related to family needs. 
Through those policies, Nordic countries managed to achieve 
high women participation figures in the labor market. This is 
particularly due to the daycare policy that allows both parents 
to work, in addition to Nordic countries’ remarkable gender 
equality history and values.

However, women’s representation and participation only 
occur in the public sphere that is indeed dominant in Nordic 
states. This is the paradox in gender equality that Nima 
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discusses through a historical account of Nordic states’ public 
policy.

For instance, in relations to the business sphere, the share of 
women in the managerial, executive, as well as business 
ownership positions are low even when compared to the 
neighboring Baltic and Anglo-Saxon states that include the 
US. Data from Grant Thornton (2013) presented in this book 
shows the share of women in senior managerial level in Nordic 
states, with 27% in Sweden, 23% in Denmark, and 22% in 
Norway. These figures are lower than other Nordic states like 
Iceland with 33% and Finland with 32%; Baltic states like Latvia 
with 35%, Estonia with 40% and Lithuania with 40%; as well as 
other countries like Germany (31%), Greece with 30%, Belgium 
with 28%, and France with 26%.

Nima’s argument refers to the result of a number of studies on 
welfare state policies and woman’s participation in the business 
sector. Nima criticizes the invincible impact or unintended 
consequences of the welfare state. Firstly, welfare state policies 
with a high tax rate make the cost of services high. This pushes 
Nordic women to only work part-time to take care of their 
homes. The result? The actualization of women’s potentials 
and efforts to reach top positions in the business sector 
becomes limited. Secondly, the combination of a high taxation 
rate and a generous system pushes women to work part-time.

Thirdly, the policy based upon pay that allows parents to stay 
at home to care for their children also becomes a hindrance to 
reaching top positions because of a limited time invested for 
work. Fourth, monopoly/oligopoly in the public sector that is 
dominated by women (healthcare, education, elderly care) 
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also lessens their opportunity to work in these sectors. Fifth, 
this situation and the labor union’s strong negotiating abilities 
also made the individual’s hard work and investment in 
education become less valued. Sixth, social security only 
benefits workers and becomes a burden to employers. This 
reduces the incentive for people to become entrepreneurs, 
particularly women, because of their dependency on 
government assistance through these social insurances.

The Dangers of Excessive Government 
Intervention
Another interesting point by Nima is how the government’s 
intervention through affirmative policies does not necessarily 
promote women’s representation and participation in the 
business sector, especially as the government maintains 
welfare state policies and a high taxation rate. An example 
presented in his book is Norway’s policy in 2006 that reserves 
a 40% quota for women in public companies’ top-level 
positions. What actually happened was that eight years since 
it was implemented, there was not a single woman in top 
executive positions in 60 top Norwegian businesses (Nordic 
Labour Journal, 2015). As a matter of fact, out of the 500 
targeted companies, 100 of them changed their ownership 
structure to avoid that obligation.

Aside from that, in reality, only women in elite positions benefit 
from this policy because of the limited access to power. The 
presence of women in top leading roles in businesses did not 
necessarily improve the company’s performance and female 
wages in that company. This point is interesting to explore 
further, particularly in relation to feminist perspectives that 
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stress intersectionality and power relations in assessing gender 
equality and women’s experiences. Unfortunately, Nima does 
not discuss this topic in much depth, particularly by failing to 
include Nordic women’s voices.

It would have been more interesting to see how Nordic women 
perceive this welfare state policy by elaborating on their 
experiences, ideas, and expectations –  particularly those 
pertaining to gender equality. Moreover, the voice of women’s 
NGO that tends to lean towards socialism is also interesting to 
include to get a better understanding of the Nordic civil society 
and activism context. Moreover, it would be interesting to see 
their position and opinion in looking at the paradox of the 
welfare state and women’s presence in the business sector.

Nima’s arguments in this book also remind us of Frederic 
Bastiat’s point on the ‘unseen consequences’ or ‘unintended 
consequences’ of a policy. Public policies are essentially not 
limited to narrow arguments about a policy’s target – for 
instance about affirmation, but on the other hand, it could fail 
to take into account the issue’s larger context. For instance, 
the taxation system, welfare state policies, the private sector’s 
role, local context such as culture and family organization, and 
others. Nima argues that welfare state policies in Nordic states 
did significantly foster women’s participation in these 
countries. In relation to this point, data from Eurostat shows 
that 77% of women work in Sweden (The Guardian, 2015).

On the other hand, the welfare state policies in Nordic states 
turn out to have caused the low rate of women entrepreneur’s 
share. High taxation rate has made it expensive to fulfil 
personal service needs, whereby the welfare state had 
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systematically decreased women’s opportunities to enter 
sectors that are dominated by women – such as personal 
services, healthcare, and social work, and education, due to 
public company’s monopoly.

However, in reality, the welfare state and affirmative policies 
are toothless in the face of actual women participation and 
participation figures in the business sector, particularly in top-
level managerial positions. Here, Nima compares Nordic and 
Baltic states, as well as other states in the Atlantic and Europe, 
by showing several factors like culture, economic system, and 
historical background. The result is indeed surprising, especially 
that Nordic states have been well-known as the benchmark for 
gender equality. It turns out that the glass ceiling could be 
overcome in one sector, which is the public sector, but on the 
other hand, there is still an unintended or unseen consequence 
that hindered women’s representation and participation in the 
business sector.

The Importance of Market-oriented Feminism  
for Gender Equality
What is certain is that Nima’s points are in line with 
libertarianism’s principles in relation to the importance of a 
small government, low taxation rate, and less government 
intervention. Another point that is also worth noting – that we 
feel like should have been highlighted early on in the book – is 
how the ‘best practice’ example should not be followed blindly. 
Rather, states should learn from their failures or acknowledge 
the existence of things that do not work.

We believe that Nima’s argument is in line with the Gender 
and Development approach that not only questions women’s 
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position, but also how women are treated and the kinds of 
efforts made to push social transformations so that women 
can expand their role in various sectors meaningfully. This 
includes the business sector. Welfare state policies certainly 
are not fully detrimental nor at fault, but it is crucial to be very 
careful in understanding the unseen consequences of such 
policies, particularly in relation to women empowerment, 
participation, and progress in various sectors.

What happened in Nordic states was that welfare state policies 
and high taxation rates only led to a serious consequence in 
relation to women’s participation and representation in the 
business sphere, which was never intended, particularly as 
Nordic states have good reputations in promoting gender 
equality. Several examples of these affirmative policies are the 
generous maternity leaves in Nordic states. For instance, in 
Sweden a couple would have received their full salary for 14 
months upon the birth of their child. Aside from that, there are 
also affirmative policies in Norway for women in top-level 
positions in the business sector, the public monopoly in the 
service sector that is dominated by women, as well as high 
taxation rate.

Such system and policies, as well as the reality of women’s 
tendencies to choose to prioritize their family, have made 
women in Nordic countries prefer part-time work rather than 
a career in the business sector –  let alone top managerial 
positions. This is also what makes intellectuals conclude that 
unintended consequences are to blame in the failure of Nordic 
states’ egalitarian policies.
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14. Why Some Countries 
Prosper and  
the Others Fails

Djohan Rady

It is very difficult to say that we are not living in the golden age 
of human civilization. In comparison to two or three hundred 
years ago, today we live in a time when welfare is at its peak.

If you were born a long time ago, say between 1000-1500 AC, 
there is a big chance that you would have been born in poverty 
with little variation in diet, in a situation when cotton clothing 
is only a luxury to be afforded by the aristocrats, and your 
house would have been made of non-permanent materials 
without solid roofing nor flooring.

At that time, the life expectancy rate would have only reached 
40-50 years old. Vaccines that could have become a deterrent 
to severe illnesses like smallpox, polio, malaria, elephantiasis, 
or jaundice would not have existed at that time. Social security 
systems would not have existed, work opportunities would 
have been limited, and access to education would have been 
a great privilege to have.

All of these would change in the 19th century when welfare 
started to expand and slowly became a norm. People started 
to be able to enjoy goods that were once only enjoyable by a 
small number of elites. At this point, people who are considered 
to be in ‘poverty’ would at least have access to basic needs, 
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such as full daily meal, clean clothes, decent housing, clean 
water, education, and health insurance.

Of course, we could still find cases of extreme poverty today. 
However, such destitution that used to be seen as a normalcy 
is now seen as an anomaly. Philosophers used to think about 
the causes of welfare because it is so rare. Now, economists 
and politicians wonder about the causes of poverty.

A change from poverty to welfare is not a normal phenomenon. 
Some even called this a miracle because there is almost a 100 
to 200 times increase in gross national product. This can be 
observed from the graph below:

The graph above is known as the ‘hockey stick of human 
prosperity’ because of how it looks. As presented in the graph 
above, for hundreds and even thousands of year humanity has 
lived in stagnant poverty, but suddenly human prosperity 
skyrocketed in the 19th century.
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A factor that contributes to this miracle is, of course, the 
industrial revolution. The discovery of industrial machines had 
effectively increased output and production efficiency. 
Because of the industrial revolution, for the first time in the 
history of humanity, there is an excess in production

However, there are other aspects that are more significant 
than production output. If we look closely, there is a striking 
difference between the way people live in the past and today, 
which is in regard to diversification and social role specialization.

People in the past used to produce all of their needs 
independently from scratch. If they want to obtain food, then 
they have to plant, sow, and work the land to bring food to the 
table. If they want to get clothing, then they have to weave 
and sew them themselves. Diversification and specialization in 
labor only worked within the scope of the household.

Now we live in an era where diversification and specialization 
are key. An individual only needs to focus their efforts on one 
thing, the rest would be left to market mechanisms and the 
free market. This makes life much more efficient, and in turn, 
would expand prosperity.

How many kinds of goods or services do you consume in a 
day? When you wake up in the morning, you consume a lot of 
goods: soap, shampoo, toothpaste, towel, and of course, clean 
water. Afterward, you enjoy a plate of fried rice, egg, and a cup 
of coffee. Maybe you have your breakfast as you read a 
newspaper or watch the TV.
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For activities in the morning only, you have already interacted 
with so many goods. Have you thought of where these things 
came from and why you could get them so easily?

One thing for certain is that these foods were not made by a 
single person. The coffee that you drink had to go through the 
production process done by tens or perhaps hundreds of 
workers from so many divisions: from coffee farmers, the 
warehousing department, factory workers, product designers, 
marketer, to distributors.

This is also similar to the laptop and smartphone that you are 
using now. Your laptop’s components were not produced by 
one company and a small number of workers only. The screen 
might have come from a company in South Korea, its 
motherboard from Taiwan, and its software designed by 
people in California.

Such production diversification makes the manufacturing 
process much more efficient by pushing down the production 
cost. The result is that computers that twenty years ago was 
considered a luxury can now be owned by middle school 
students.

That is the power of diversification and specialization. Today 
we live in a time where we only need to do a single thing, but 
we would still be able to obtain a lot of things at the same 
time. Compare this to our ancestors who had to possess a lot 
of skills simply to survive.

The next aspect that is no less important is the free market. 
Diversification and specialization would not mean a thing if 
the fruit of labor and production cannot be freely exchanged.
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My salary from writing this article surely would mean nothing 
if I cannot exchange it with goods or services that I need 
because their supply is limited. Similarly, Vietnamese rice 
farmers’ harvest would not mean much if they cannot sell 
them freely because each state would only consume what they 
produced locally. Exchanges and trades are the most effective 
and fair ways for humanity to fulfill their needs.

All of these aspects: the industrial revolution, diversification, 
specialization, and the free market, are the factors that 
galvanized the welfare miracle. Today, we have become so 
prosperous to the point that we take this welfare for granted. 
We fail to realize that the clothes that we wear, the bed that 
we are laying on, and the many kinds of foodstuff in our fridge 
would only exist because of the factors that I have mentioned 
here.

So I would not be surprised to find a lot of people who –  due 
to their ignorance –  reject the idea of economic freedom. 
These people reject the free market and competition due to 
their lack of understanding in seeing how prosperous they are 
in comparison to those living hundreds of years ago in a time 
when productive activities and the economy were based on 
the tribalistic organization.

However, economic laws would always apply whether there is 
or there is not a free market. States would be prosperous so 
long as they open themselves for trade and they would remain 
impoverished if they close themselves up in narrow nationalism. 
Economic law, just like gravity law, would not care about our 
preferences or political ideologies.
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The last word should be ours: Do we still want to hold on to 
anti-economic freedom ideologies or are we willing to 
suppress our ideological ego and accept the truth of the 
economic law?

The State’s Failure to Eliminate Poverty
Poverty is an acute issue that remains a central problem in 
economics, politics, and other social science’s discourse. From 
the historical perspective, the poverty rate in the world on 
average always falls when compared to one or two hundred 
years ago.

However, according to the World Bank, since 2012 there is still 
12.7% of people in the world who live under poverty. This 
number may seem small. However, if we translate this into 
nominal numbers, this means that there are 896 million poor 
people in the world. Why is poverty so difficult to eradicate? 
What makes a society poor?

There are three hypotheses that are often used by social 
scientists to explain the causes of poverty. The three are 1) the 
geographic hypothesis, 2) the culture hypothesis, and 3) the 
ignorance hypothesis.

The geographic hypothesis posits that the reason a state is 
poorer than another is because of variations in their 
geographical conditions. The supporters of this hypothesis 
state that poor countries in the world, such as those in Latin 
America, Africa, and South Asia, became poor because of poor 
geographical, climatic, and weather conditions that are not 
conducive to wealth creation.
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The second, the culture hypothesis, states that poverty is 
closely related to the culture embodied by the people. 
According to this hypothesis, whether society would end up 
rich or poor would be dependent on the kind of cultures they 
embody. A well-known cultural hypothesis is Max Weber’s 
thesis, which argues that European people’s prosperity is 
largely influenced by Protestant work ethics.

The third, the ignorance hypothesis, argues that poverty 
emerges as a result of the incapability of a state’s ruler to make 
its citizens prosper. This hypothesis is supported by many 
economists. They believe that poor states are those where 
their rulers make poor public policies, which failed to create 
incentives for conducive and productive economic conditions. 
The latest example of this is Venezuela under Hugo Chavez 
and Nicolas Maduro. Venezuela is actually an oil-rich state, but 
with poor economic policies, the Venezuelans are now living 
in destitution.

A book that explains why a state could prosper – aside from 
adopting a market economy – is Why Nations Fail written by 
Daron Acemoglu and James Robinson.33 This book tackled the 
three hypotheses above head-on through a simple example. 
In an area on the border of the US and Mexico, there is a city 
called Nogales. This city is separated by a 15 to 18 feet fence: 
in the North is Nogales in Arizona, the US, and in the South is 
Nogales in Sonora, Mexico.

Citizens in the American Nogales live on $30.000 annually. 
Most of its citizens have access to education. The life expectancy 

33 Daron Acemoglu & James Robinson, Why Nations Fail. (Crown Business, 
New York, 2012)
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rate in American Nogales is also relatively high, and the 
majority of them can access Medicare. Public services in this 
city are also quite extensive: from electricity, water, phone line, 
hospital, schools, to roads. The people in the American Nogales 
can enjoy their lives without any fear that they would lose their 
rights and their properties unjustly because their law 
enforcement system works effectively.

Conversely, people who live in the Mexican Nogales lives in 
poverty. Their annual income is only a third of their neighbors 
North of the fence, the majority of adult males do not even 
have a high school diploma, a lot of children are not enrolled 
at school, and the mother’s mortality rate is considerably high. 
The people in the Mexican Nogales do not have access to 
decent healthcare so that their life expectancy is far below 
those of the American Nogales’. Public facilities in this place 
are just as bad: the roads are broken, there is a limited electricity 
supply, and schools and hospital buildings were poorly made. 
The economy in this city also failed to grow as opening a 
business here is a bad idea: your shop could be a target of 
extortion, expropriation, or other vandalism activities.

Why do living conditions in the two cities greatly vary? The 
answer certainly is not simply a geographical location, culture, 
or inept state administrators. Remember, these places are only 
separated by an 18-feet fence. The two regions also share 
similar geographical location and weather and are populated 
by people who have a more or less similar culture. And in the 
globalization and modernization era like today, we can 
guarantee that public offices in Mexico are filled by people 
who know well about the best economic policies for their 
citizens. So what made the two differ?
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According to the book, the answer lies in political institutions. 
The American and Mexican Nogales exist under two very 
different political regimes. That is why their economic 
conditions vary. The American Nogales could prosper because 
their government has built political institutions that safeguard 
every individual’s rights and freedom. On the other hand, the 
Mexican Nogales failed to prosper because the political 
institutions in that country are used to benefit a small number 
of elites.

In Why Nations Fail, political institutions that could bring 
prosperity are called inclusive institutions, while those who 
brought poverty are called extractive institutions. The most 
striking difference between inclusive and extractive institutions 
is the existence of protection over people’s rights and individual 
freedom. With liberty, individuals in society have the incentives 
to work and produce to prosper. In contrast, in extractive 
states, people only have the disincentives to work and to 
engage in production. In that kind of society, there is no 
guarantee that one’s fruits of labor would not be arbitrarily 
seized by the government or other elites.

The thesis on political institutions as a factor that causes 
prosperity and poverty implies that Why Nations Fail book 
actually is partly supportive of the ignorance hypothesis. 
However, Why Nations Fail takes its argument a step further 
by stating that poverty or welfare within a society is shaped by 
a state’s economic policies. However, it is worth noting that 
the form and content of a state’s economic policies are largely 
influenced by its political institutions. Good economic policies, 
which are free and open, can only survive if supported by free 
and open institutions as well. On the contrary, inclusive 
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economies would not survive is a society with political 
institutions that tends to be marred with political institutions 
that tend to be fraudulent and extractive.

The hypothesis presented in this book is universal. The story of 
the two Nogales is simply a miniature of the real world. We 
can see a similar logic working in North and South Korea, West 
and East Germany, the US and Cuba, East and West Europe, 
Europe and Africa, and so on.

The thesis presented in Why Nations Fail seems simple, but it 
fits the principle in Occam’s razor, which is that the simplest 
explanation is most likely the strongest. This book can be a 
reminder for us all – particularly economists –  who often fail 
to see the significance of the political dimension in shaping a 
state’s economy.

After reading this book, we may be inclined to contemplate 
the situation in our own country. Does Indonesia have inclusive 
or extractive political institutions? Is it possible that –  as a 
developing country –  our political institutions are extractive? 
The facts seem to indicate so as the pervasiveness of corruption, 
the prevalence of cartels and monopoly, anti-import attitude 
in the name of ‘sovereignty’ and ‘independence’, levies, and 
policy lobbying are parts of our politics.

This country still has a long way to go to make our political 
institutions more inclusive.
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CRITICISMS TOWARDS 
SOCIALISM AND 
COLLECTIVIST ECONOMY

15. Marxism:  
An Invalid Ideology

Djohan Rady

It seems there is no other ideology that is more popular than 
Marxism. Despite its many failures and a near-death experience, 
this ideology is still believed by many and discussed with 
sustained interest.

This is understandable. Aside from the many controversies 
surrounding Marxism, this ideology is directly related to the 
most primordial ethical issues and humanism, which are justice, 
equality, and empowerment. Its status as a liberation ideology 
also gives a tinge of struggle and heroic romanticism.

Perhaps this is why Marxism can be very appealing to youths 
and those who just began to study philosophy. I always recall 
an old joke: “If by 20 you do not become a Marxist, then you 
do not have a heart. But if until 30 you are still a Marxist, then 
you do not have a brain.” Indeed, it seems that it is not 
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complete to have passed our youths without having been a 
“Marxist” who like to protest and rebel from any kind of 
authority and injustice.

However, I personally never felt good about Marxism. When I 
first got to know Marxism from The Communist Manifesto, I 
already feel that there is something wrong with Karl Marx’s 
logic in looking at the social reality. Do not get it wrong: I see 
Marx as an economist with a keen eye. I see his surplus-value 
theory as a big contribution to our understanding of capitalism 
in general. However, I have an objection that cannot be 
compromised towards the basic principles of Marxist ideology.

Before I present my objections, I would first discuss the basic 
principles and the logic of Marxist philosophy. From there, I 
would then start explaining my reasons.

Marxism is a complex and comprehensive ideology. The object 
of discussion in this ideology is the mode of production within 
capitalism, and Marx sees that the economic mode of 
production would influence other modes of living in society – 
from politics, education, arts, culture, to religion.

From the start, Marx has been influenced by Hegel. Like Hegel, 
Marx believes that subjects actively shape the realities around 
them through contradictions and dialectics. However, like 
Feuerbach, Marx rejects Hegel’s idealism and posits that 
historical dialectics are concrete and have material bases. For 
Marx, material bases of historical dialectics lie upon the 
antagonistic relations between social classes.34 In The 
Communist Manifesto Marx and Engels argue that “The history 

34 Karl Marx & Friedrich Engels, The Communist Manifesto. (Penguin Books, 
London,) p. 2.
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of all hitherto existing human society is the history of class 
struggles.” 

In the capitalist industrial era, according to Marx, social classes 
who stand before each other are the bourgeoisie and 
proletariat. The bourgeoisie are capital owners – those who 
privately own the means of production. Meanwhile, the 
proletariats are a class of workers who sell their time and 
energy to work and to operate the bourgeoisie’s production 
scheme.

Through the surplus-value theory, Marx himself believes that 
the social structure in such a capitalist society is unjust. 
Structurally speaking, the bourgeoisie class in the capitalist 
society will always exploit the workers for the sake of added 
value and profit accumulation. For that reason, according to 
Marx, the capitalist system is an exploitative economic model 
and social system.

Exactly at this point is where I lay my objection to Marxism. 
Marx’s main theme of exploitation is rather an ethical measure 
than empirical observation. In my opinion, the use of the word 
‘exploitation’ in the construction of Marxist philosophy is 
problematic because that word shows how Marxism is an 
ideological narration than a social examination with material-
empirical bases.

Let us see an example from the workers in factories. They work 
in an unhealthy environment, handle tedious monotonic tasks, 
and are paid very little. Are they being exploited? It depends. I 
can say that these factory workers rather obtained a stepping 
stone to bring their descendants out of poverty as their 
condition would have been worse off had they not worked in 
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the factory. For instance, between 2000 and 2010 the number 
of poor people decreased from 63 to 47 million. The main 
factor? Labor income (World Bank, 20 June 2013). A similar 
case also happened in Cambodia (World Bank, 20 February  
2014).

I am not denying the fact that life as a worker is not enjoyable 
and exploitative – in many ways, and it happens everywhere. 
But is it true that every exploitation is caused by a capitalist 
societal structure? What about the examples with Bangladesh 
and Cambodia above?

If we have a perception that ‘capitalism is evil,’ then we would 
say that workers in third world countries are being exploited. 
But if we believe in economic developmentalism, we can say 
that these workers are rather given the chance to step out of 
poverty – although their actual situation is far from ideal. The 
‘exploitation’ phenomenon, in this case, relies on our 
perceptions and subjectivities.

This is why I feel that the ‘exploitation’ theme in Marxist 
philosophy is not a factual assessment, but a narration. As a 
result, no matter how much evidence is being stacked up in 
support of capitalism, Marxists would conveniently attack it 
with the same exploitation narrative.

Up to this point, Marxists would surely deny my objection. 
They will say that exploitation in the capitalist system is real, 
they have a material base, and that it is based on a rigorous 
economic logic. Then, they will give a classic example of shoe 
production. There is a worker in a shoe factory who is paid 
Rp50.000 per eight hours. After four hours of work, the worker 
would produce a pair of shoes that cost Rp200.000, which 
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consists of Rp130.000 worth of materials, Rp20.000 worth of 
machinery amortization and other costs, and finally Rp50.000 
for the worker’s fees.

Based on that calculation, the shoe factory owner could have 
recuperated his capital by simply employing his worker for 
four hours. But of course, the factory owner also wants to 
collect profit so he must employ the worker beyond the work 
capacity of one salary, which is eight hours. So, for the next 
four hours of the shoe production process, all of the production 
value would be retained by the factory owner as a profit. This 
means that there are several hours that are not paid by the 
factory owner to his worker.

The value of this unpaid work is what Marx calls the surplus-
value, and it is perceived as a source of exploitation by the 
capital owner towards the working class in the capitalist 
system. This surplus value is inherent in the capitalist mode of 
production because it is already a part of capitalism’s basic 
characteristic to accumulate profit from other people’s labor 
output. This is proof that the ‘exploitation’ theme in Marxist 
philosophy is not simply an ethical narration that is subjective, 
but something that is based on material and empirical facts. 
These are what Marxists would argue.

These are all true. I do not deny that in the capitalist system 
there is always some kind of work value that is appropriated 
by capital owners. At this point, I admire Marx’s foresight in 
looking at the ‘invincible’ aspects of an economic phenomenon. 
The surplus-value theory is proof that Marx is one of the 
brightest economists in the history of European intellectuals.
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But the example with the shoe production and the surplus-
value theory does not present a rebuttal to my initial objection 
that Marxism is an ethical narration. No matter how much the 
surplus-value theory hold empirical bases, but Marxism still 
could not avoid making ethical judgments on the surplus-
value. This is due to Marx’s initial assumption that every 
surplus-value appropriated by capital owners is a kind of 
‘exploitation.’ At this point, Marx ceased to be an economist 
and started to become an idealist since he gave an ethical 
judgment.

Besides, exploitation cannot be seen as a black and white 
image. Limits to what is deemed as exploitative and what is 
not cannot be defined based on an integral source. If you work 
for 16 hours a day, and all of the output if the 16 hours of work 
would be given to your employer, then it is slavery. If you work 
for 12 hours daily and 8 hours of output from your work would 
be given to your employer, that is a case of exploitation. But if 
you work for 8 hours in a day and only give away the output 
of two hours of work to your employer, would this still be 
considered as exploitation? Marxists would certainly say that it 
is indeed exploitation. But to me, it is not. It is a form of 
‘cooperation’ between capital owners and his workers.

To simplify what I mean here, let us reverse the situation. 
Imagine a situation when there is no one in the working class 
whose work hours would become a surplus-value. This means 
that there are no workers whose work hours are not left unpaid 
nor appropriated by capital owners. What is implied in this 
case? This situation implies that the workers used the capital 
and materials provided by capital owners freely to work and 
produce for their benefit.
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Marxists would say that this is justice for the workers, and this 
is justifiable. But can I say that this kind of situation is a 
‘robbery’ committed by the working class towards the capital 
owner? Of course. I have a logical moral argument and ethical 
justification to say so.

This is the problem that is embodied by every ideology that is 
only based on ethical narrations: that ideological truth can 
only be measured by each ideologies’ moral standard. Another 
problem that arises is that ideologies based on ethical 
narrations are not fit – and even dangerous – to be used as a 
basis for public policymaking. Public policies should be formed 
by measurable consequences, not based on ideological 
narrations believed by a group of people.

These are the reasons for my objection to Marxism.

16. Why Socialist Countries 
Tend to be Totalitarian

Djohan Rady

Fidel Castro just passed away on 25 November 2016. This 
event elicited a lot of responses from the public. Several media 
channels – including local media channels such as Tirto.id and 
GeoTimes – who hailed Castro’s legacy for Cuba. Meanwhile, 
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others, including Cuban exiles who now live in the US, 
celebrated Castro’s death with festivities.

Fidel Castro is indeed a controversial figure. He is one of the 
many state heads who dared to challenge the domination of 
superpower countries like the US. Maybe that is why Castro 
was revered by leftists and several Islamist groups.

Despite Cuba’s poverty, according to a UN report, Fidel Castro 
managed to provide optimum public services for its citizens 
–  particularly education and healthcare.

In terms of education, according to that report, the ratio of 
teachers and students in Cuba is only 1 teacher for every 15 
students and the literacy rate reaches 100%. In terms of 
healthcare, there are 67 doctors for every 10.000 patients and 
the living expectancy reaches 80 years old. It truly is remarkable 
– albeit we should take these statistics with a grain of salt as 
the UN obtained this data from the Cuban government, not a 
result of their field survey.

Despite his achievements, Fidel Castro is still a dictator. It is not 
without any reason that there are many Cubans who fled to 
the US. There is almost no freedom of speech in Cuba. Fidel 
Castro and his iron fist guaranteed that all dissenters would be 
sent to jail. Based on the Cuban constitution, freedom of 
speech and expression are only permissible if it “suits the main 
goal of a socialist society” and “do not go against the 
Revolutionary aspirations.”

Not only that, but Fidel Castro is also a totalitarian ruler. There 
is almost no aspect in the Cubans’ daily life that is free from 
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government regulation and control. From the economy to the 
kinds of alcohol to be consumed are all controlled by the state.

Another indication of totalitarianism in Cuba is the absence of 
a real democracy there. Cuba adopts a one-party system. The 
Cuban constitution only acknowledges the Communist Party 
as the only legal political party. Consequently, there are no 
political contestation, elections, and of course, a check and 
balances system in the government.

Cuba is not the only totalitarian state that still exists in the 
world. Today we can call North Korea, Venezuela, and 
Zimbabwe totalitarian states. In our history, we can take 
Germany under Hitler, Italy under Mussolini, the Soviet Union, 
The People’s Republic of China under Mao, Indonesia under 
Soekarno, or Romania under Ceausescu as examples.

It is not a mere coincidence if all of these states are socialist. All 
of these states adopt centralized economic systems, where 
economic activities are controlled by a design devised by a 
‘Great Leader.”

I am not saying that there are no dictators in capitalist states. 
Throughout history, there have been Augusto Pinochet who 
ruled Chile with military violence. However, unlike in socialist 
states, totalitarianism in capitalist states are not logical 
consequences of the capitalist system itself. As a matter of 
fact, in capitalist states, a totalitarian ruler should have the full 
conscience to not control the economy so that its country can 
be categorized as a capitalist state.
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This differs from totalitarianism in socialist states. In a socialist 
state, totalitarianism is a logical consequence of socialism’s 
basic principles, which is the nationalization of production 
means. This implies the need for a central planning and the 
government’s active role in the economy.

In its most extreme form, which is the communist utopia, the 
socialists even want to abolish the price and currency systems. 
Then how would resources and commodities be distributed in 
the absence of price and currency systems? There clearly 
should be detailed and careful planning. To put it simply, 
socialism and communism are top-down economic systems.

On the contrary, there is no central planning in the capitalist 
economic system, particularly in laissez-faire economics. In 
laissez-faire economics, every decisions and action in the 
economic sphere are fully under each individuals’ authority 
who are directly involved in the market. Welfare and the 
optimal distribution of resources could be achieved because 
individuals are incentivized by their self-interest and are 
guided by an impersonal mechanism called the ‘market price.’ 
In other words, laissez-faire economics is a bottom-up system.

This difference between top-down and bottom-up systems 
had a great impact on the kind of governance a state adopts. 
A top-down economy lies on a person or a group of people 
– whether a revolutionary leader, technocrats or politburo 
members – who will be responsible to manage the allocation 
of resources to every member of the society.
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This elite group has the full power to create regulations that 
control the masses’ life. From the price of basic goods, how 
much the electricity fee is, how much a worker has to be paid, 
the price of gasoline, and others. When a crisis strikes or when 
the economic condition is difficult, this elite group is the only 
one who holds the authority to ration all of the resources. This 
is why breadlines are common in socialist states. This way, the 
states that adopt a top-down approach tends to have a 
totalitarian regime like Fidel Castro’s.

On the contrary, a bottom-up economic approach does not 
necessitate a leader. Everything that happens in the free 
market is done on the basis of a voluntary agreement between 
individuals. For that reason, it is quite difficult to find someone 
that could be deemed as the most important person in 
contributing to welfare in a capitalist society.

Let us take the example of Hong Kong. Since it was ‘returned’ 
to the British colonial ruler after World War II, the citizens of 
Hong Kong practically were only able to rely on themselves to 
survive.

Hong Kong is an arid island with very little natural resources. 
They only have human resources, free trade – every ship that 
sails in Hong Kong is not charged with any tariffs and a small 
government. These little resources managed to make Hong 
Kong one of the Asian tigers only in ten years since then end 
of World War I. Its gross national product also increased by 
five to eight percent annually. Up until now, Hong Kong is still 
one of the wealthiest countries in the world.
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However, if we ask about who is the most responsible for 
Hong Kong’s economic development, we would not have a 
definitive answer. Here is no one like Fidel Castro, Hugo 
Chavez, or Kim Il Sung in Hong Kong. Prosperity in Hong Kong 
was built from below by individuals who tirelessly work for a 
living.

Of course, Hong Kong is not a utopia. There are many faults 
behind Hong Kong’s prosperity. There are still 100.000 poor 
people who live in substandard housing, a high Gini ratio, and 
a severe housing crisis.

However, it is worth noting that capitalism essentially never 
promised a utopia. Capitalism is only a system that attempts 
to come up with a solution to the economy’s central issue, 
which is about how to allocate a limited amount of resources 
to fulfill human’s unlimited needs with the least cost possible. 
In its application, capitalism certainly has caused many 
negative excesses.

And yet, despite its faults, capitalism managed to bring a 
significant number of people out of poverty and helplessness. 
Not only in Hong Kong but also in a lot of states who are 
subject to the free market and free trade – from Taiwan, Chile, 
Kuwait, Panama, Switzerland, Sweden, Singapore, Japan, to 
South Korea.

Compare this to socialism and communism’s promise of 
equality and freedom. Throughout its practice, they have 
plunged their followers to hyperinflation, poverty, and tyranny.
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17. The Myth of Hard Work

Djohan Rady

A mockery that is often used by Marxists to attack capitalism 
is the myth of hard work: Those who said that the idea that 
one has to work hard so that they could prosper in capitalism 
is nonsensical. For the Marxists, the capitalist social structure is 
severely unjust, in that no matter how much one works, one 
would never be as rich as the capital owners who retained the 
profit and did nothing. One of the mockeries can be seen in a 
meme that says, “If capitalism was rewarding hard work, then 
every woman in Africa would be a millionaire.”

Work as a lowly worker in a company would never, in a million 
years, make you as rich as your boss. Your boss would also not 
be as rich as the company’s CEO and owners. On the other 
hand, we can also say that the super-rich in the capitalist 
society – such as Bill Gates and Mark Zuckerberg in the extreme 
end of the spectrum – can be obnoxiously rich without having 
to work as hard as the miners in the Ijen Mountain crater.

Unfortunately, that mockery is wrong. Capitalism’s basic 
principles never implied anything nor explicitly state that  
every hard work would be rewarded justly. This kind of thing 
was only ever suggested in Hollywood films and the empty 
promises of self-development motivators. Capitalism’s per-
ception of work is only derived from ethical superiority that 
work is much more honorable than doing nothing and waiting 
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for orders from others. Capitalism, at least theoretically, never 
promised that hard work would one-day yield success.

I suspect that this misunderstanding came from Marxism’s 
fatal mistake in looking at the theory of value. As we know, 
Karl Marx believes that every commodity resulting from 
production has intrinsic values, which resulted from the work 
or efforts expended by someone to create a particular product. 
So, if there is a worker who made a pair of shoes, then the 
value of the shoe – amongst other factors – is determined by 
how much effort one expended to create that shoe. Such a 
theory of value is called the labor theory of value.

The concept of surplus value and ‘exploitation’ in Marx’s 
analysis of the structure of the capitalist society stems from 
this theory of labor value. Based on the labor theory of value, 
Marx assumes that every commodity has intrinsic values that 
came from the efforts and time of the workers. The bourgeoisie 
class – which are capitalists and company owners – then 
appropriate that surplus-value in the form of profit by paying 
their workers below their work value.

For that reason, according to Marxism profit will always be 
perceived as a crime against humanity. For the Marxists, profit 
is no other than a socially structured robbery and slavery.

This is why Marxism’s proponents sneered upon the idea of 
hard work. For them, we are now living in a social structure 
that makes every kind of individual hard work pointless. Hard 
work in the capitalist society means nothing because the 
output of that hard work would never be fully received nor 
enjoyed by the worker himself.
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We can see that Marxism’s logic in ridiculing the concept of 
hard work is true only if we agree on the validity of the labor 
theory of value. Unfortunately, it is ludicrous. This theory had 
been left behind by a lot of economists and social philosophers 
since the second half of the 19th century, particularly when Carl 
Menger started to popularize the Marginal Revolution within 
academia through his book Principle of Economics in 1871.

Why does the labor theory of value not make sense? Because 
indeed, the value of a commodity cannot be determined by 
the amount of effort we expended to produce it. Imagine this 
scenario: there are two bakers, A and B. Both of them made a 
cake with the same technique and work process. For that 
reason, the effort expended by the two is similar. The two of 
them also took three hours to make their cake. The difference 
is that baker A used wheat flour while the second used cement 
mix.

When sold in the market, which cake would have had a higher 
selling price? Surely it would be A’s because it is made of flour 
that is edible so that it has a higher utility for the buyer. This 
simple example shows how the value of a commodity is not at 
all determined by effort, as A and B both expended similar 
efforts, nor the price of the materials –  particularly in relation 
to the fact that the cement mix is more expensive than flour. 
Unlike Marx’s assumption, a commodity’s value is determined 
by the utility felt by the commodity’s consumers.

However, this utility value theory still has to answer the 
diamond and water paradox presented by Adam Smith. If the 
value of a commodity is determined by its absolute utility, 
then why do diamonds worth more than water? The answer is 
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that because a commodity’s value is not only determined by 
its absolute utility value, but also by its marginal utility value.

The marginal utility value is a benefit that is relative to the use-
value that emerged in the next consumptive activity. The use-
value of a sip of water can be known if we compare it with the 
second, third, tenth, fiftieth, hundredth, and more sips.

This is why diamonds could be valued more than water. This is 
because the marginal utility value of diamonds is higher than 
water. Each addition in the amount consumed for water would 
significantly decrease its use-value felt by a person because 
the water supply is abundant. Meanwhile, an increase in the 
quantity of diamond owned by a person would significantly 
increase its use-value as the supply of diamonds is limited.

This theory of marginal utility is what becomes a theoretical 
basis for capitalism in understanding values. For that reason, it 
does not make sense for capitalism to suggest that just by 
working hard one could be rich. In capitalism, it is normal 
when your hard work does not receive fair pay. It is because 
what is most important is not how hard you work, but how 
society sees the use-value of what you have done. In capitalism, 
to be rich you would have to produce something useful for 
others.

That is why I feel that the Marxists’ mockery towards the idea 
of hard work in capitalism is misguided. Capitalism, indeed, is 
only valuing marginal use value, not hard work.

So if we then accept the thesis that the commodity value of a 
certain good is determined by its marginal utility value rather 
than the value of work, then we can see that the whole of the 
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Marxist construct is a big mistake. In the theory of marginal 
use-value, the value of a commodity is determined by the 
consumers’ subjective perspectives in regard to the 
commodity’s use value. It is based upon this value subjectivity 
that there is an assumption that there is no intrinsic-objective 
value attached to any goods. The labor of the workers does 
not contribute to anything in relation to the value of a 
commodity, except in terms of production costs.

For that reason, there is nothing in the value of a commodity 
that we can call as ‘surplus value.’ In other words, there is 
nothing about the value of a commodity that could be robbed 
from the workers by the capitalists. The narration of exploitation 
and expropriation of workers in Marxist theory is simply a 
fiction.

Despite never having acknowledged it, Karl Marx himself 
seems to know this well. As I have mentioned before, the 
theory of marginal utility value was popularized by Carl 
Menger in 1871. In that year, Karl Marx was writing the second 
volume of Das Kapital but suddenly stopped working on it for 
health reasons.

A lot of parties – including Friedrich Hayek and Joachim Reig35 
– have speculated that Karl Marx did not complete Das Kapital 
Volumes II and III not due to health reasons, but because in 
that year he was faced by a new paradigm on the marginal 
utility value that crushed the construction of his labor theory 
of value that he had carefully built-in Volume I. This is a 
possible speculation, as despite having claimed that he was ill, 
since 1871 until his death in 1883 Karl Marx still wrote and 

35 See Friedrich Hayek, The Fatal Conceit. (Routledge, London, 2013) p. 150.
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published essays about various topics outside of the scope of 
Kapital, such as religion and ethnology.

Unfortunately, unlike Karl Marx, Marxism’s proponents 
themselves never ceased to leave the theory of work value. I 
often meet youths who admire Marx who seem to have been 
mentally living before the 19th century, when the labor theory 
of value is still thought of as the single explanation that makes 
the most sense in explaining the value of a commodity. 

The way things lag in their minds is then reflected in the 
rhetoric that they construct. They, for instance, still believe that 
economic welfare that we enjoy today is the result of the 
accumulation of suffering of the working class. They also 
believe that the origin of prosperity can be tracked down to 
the ‘initial exploitation,’ just like the way financial auditors 
could track down the beginning of money laundering is a 
company.

However, their most fatal misunderstanding lies in their belief 
that life works based on the logic of the zero-sum game. They 
believe that the sources of welfare in this world is constant, 
and the only way to obtain welfare is by seizing it from others. 
If someone benefits, in another place another person would 
be at a loss.

The Marxists’ belief in the labor theory of value closed their 
minds to the possibilities that this life could be based upon 
the principles of a positive-sum game, which is a situation 
where if we gain something, then others around us could also 
benefit. This is the logic of the free market, which is a logic 
that incentivizes collaboration between people through 
exchange activities and free trade.
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18. Why the Means of 
Production Should Be 
Privately Owned,  
Not Communally 

Djohan Rady

Unlike how a lot of people see it, capitalism and socialism are 
two ideologies that share a lot of similarities.

An example of its similarity is that the two are both emancipative 
ideologies, which means that the two want to liberate humanity 
from sub-ideal social conditions. Moreover, the two ideologies 
also have a diametric position in relation to the state – 
capitalism with laissez-faire and socialism as a transitional 
phase before the withering away of the state.

However, all of the similarities between capitalism and 
socialism means nothing because the two radically differ in an 
essential aspect, which is on the ownership of the means of 
production.

Capitalism believes that the means of production could and 
should be owned privately, which is owned and worked by 
individuals or a group of individuals based on private 
ownership rights. In capitalism, private ownership rights is an 
essential precondition to the emergence of collective welfare.

Meanwhile, it is the opposite of socialism. In the socialist 
paradigm, private ownership of the means of production is 
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the devil that created poverty, destitution, exploitation, slavery, 
and every other bad thing on the face of the world. For that 
reason, the proponents of socialism believe that true freedom 
and prosperity can only be achieved if private ownership over 
the means of production is abolished.

Then, who has the right to control the means of production in 
a socialist society setting? If the context is the socialist state 
phase, then the means of production would be controlled by 
the state to spread prosperity as wide as possible to every 
member of the society. However, Marxists believe that the role 
of the state would no longer be needed when the socialist 
state is already transformed into a communist society. In a 
communist society, the means of production would be 
controlled in an egalitarian manner by the commune, which is 
a group of people who would collectively share ownership 
and responsibilities over the means of production.

At a glance, the idea of socialist/communist ownership sounds 
better for seemingly being more egalitarian and democratic. 
Meanwhile, capitalism seems to be more egoistic as it 
prioritizes individual property than those of the wider society. 
However, this brief impression could be misleading, as if we 
talk about the allocation of resources, the ideal benchmark 
would be efficiency, not populism ala democracy.

Here, I am going to discuss the reasons why the means of 
production should be privately rather than communally 
owned.

Firstly, we have to understand the consequences of socialist 
and communist ideas’ application towards the allocation 
mechanism of resources in society. Because the means of 
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production are communally owned, then there would never 
be competitive in production in socialism or communism. As a 
result, there is no choice in consumption. Goods or services in 
a socialist society would not be bought by the consumers 
based on a free choice and individual valuation, but it has to 
be allocated based on a central plan made by a certain 
authority.

This differs from the resource allocation mechanism in a 
capitalist system. In capitalism, each producer or service 
providers compete against each other to provide the best 
service to the consumers. The consumers would then choose 
the goods or services according to their own taste and 
purchasing power. This way, resources and commodities are 
organically allocated through the process of trade.

For trade to work, an acknowledgment over private ownership 
rights is needed, including an acknowledgment over the 
ownership of the means of production. I can only sell the rice 
that I harvest only if I can confirm that the rice is indeed mine. 
On the contrary, my customers can only buy my rice with the 
money that they legally obtained.

Is trade the only way for us to be able to collectively allocate 
resources and welfare? If you want the allocation to be as 
efficient and effective as possible, then the answer is ‘yes.’ The 
process of trade is the only way to allocate resources efficiently, 
effectively, and ethically.

Why? It is because only through a process of trade that each 
individual in the market are incentivized to seek and fulfill 
their own specific needs. This way, resources would be 
allocated organically to each individual based on a price 
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mechanism and purchasing power. Besides, that allocation 
process also does not presuppose the presence of central 
authority because the whole of the allocation process would 
be guided by an impersonal process called the ‘price 
mechanism.’

The process of trade cannot happen in a socialist, and 
particularly, a communist state. In a communist society, there 
is no incentive for people to trade. Why does one need to 
trade when all of the commodities are ‘collectively owned?’ If 
anything, the people in a socialist or communist state would 
exchange commodities – this is because even in a communist 
society there would be a division of labor, but this exchange 
would not be based upon the market price nor any monetary 
systems. Then, how would that exchange system work?

For that reason, we have to do a conceptual comparison for 
capitalism and socialism or communism by looking at how 
resource allocation process could happen.

Resource allocation in communism can be concluded through 
this famous phrase: from each according to their abilities, to 
each according to their needs. However, this phrase does not 
explain much. If anything, it is on the contrary. This phrase 
needs further explanation to help us imagine its implementation

In Critique of the Gotha Programme, Marx only says that in the 
communist society phase, humanity will live in prosperity and 
that everyone would have everything that they need so long 
as they contribute according to their own abilities and 
aspirations.36

36 Karl Marx, Critique of the Gotha Programme. (https://www.marxists.org/
archive/marx/works/1875/gotha/ch01.htm). Part I, paragraph 46

https://www.marxists.org/archive/marx/works/1875/gotha/ch01.htm
https://www.marxists.org/archive/marx/works/1875/gotha/ch01.htm
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Marx’s belief in such a Hegelian happy ending is understandable 
as the issue of resource allocation in a socialist or communist 
society is only realized long after Marx’s death, particularly 
when Ludwig von Mises expanded on that issue in his essay 
entitled Economic Calculation in the Socialist Commonwealth in 
1920.

In that essay, Mises shows that optimal allocation in the 
socialist or communist society is impossible. Optimal resource 
allocation, according to Mises, needs a market price mechanism 
as a guide.37

Why? There are two reasons. Firstly, the world that we live in 
has a lot of material resources in different forms. Each of these 
resources may be combined with another with nearly an 
infinite amount of permutations. Secondly, human creativity 
and actions are indeterministic, so that the possibility of choice 
and use of resources are also unlimited.

The problem is then about choices and limits: How would we 
know the most efficient choice of combination to satisfy the 
needs of a lot of people? With all of the possibilities, there is 
no one who knows the most efficient combination. According 
to Mises, the only way is for each individual in the society to 
engage in commodity trading based on a predetermined 
valuation that is agreed upon organically by the parties 
involved.

In other words, resource usage allocation in production and 
consumption activity can only be done through the free 
market mechanism. And as we know, free trade between 

37 Ludwig von Mises, Economic Calculation in the Socialist Commonwealth. 
(Ludwig von Mises Institute).
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business actors – whether as individuals or corporations – 
would only happen is the state can guarantee its citizens’ 
individual property rights.

To see a simple illustration of how economic calculation in a 
free market could optimally allocate resources, I like to use a 
fable penned by Leonard Read in his essay I, Pencil.38

In his essay, Leonard Read brilliantly wrote about the history of 
a pencil. A pencil is a simple object that we often use since our 
childhood. It turns out that a pencil had to go through a lot 
before ending up in our hands.

Usually, a pencil would have three main components: wood, 
graphite, and rubber for its eraser. The combination of these 
three main components already needs meticulous coordination 
and calculation, such as the kinds of wood, graphite, and 
rubber that are needed, from where they are obtained from, 
and how much.

However, let us imagine the coordination and calculation 
needed to produce a single component, such as the wood. To 
get the desired wood, the pencil producer should buy it from 
the carpenter. It sounds simple. However, we know that the 
carpenter needs specific tools to do his job, such as a chainsaw 
or an ax.

To get a saw, the carpenter must buy it from the chainsaw 
maker who also needs a lot of things to produce a chainsaw. 
From the chain, carburetor, steel, and others. And again, to get 
all of these components the chainsaw maker must buy them 

38 Accessible here: http://bit.ly/1vm9jvg, or can be watched in a video 
here: http://bit.ly/WTKicN

http://bit.ly/1vm9jvg
http://bit.ly/WTKicN
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from other producers who need other components as well. 
This list would go on.

From here, we can see that to produce a pencil it needs a 
complicated and long exchange and resource allocation 
process. It is so complex that it can be said that there is no one 
in this world who knows how to produce that pencil. Even the 
most skilled carpenter in this world would never be able to 
make a pencil without the role of the woodcutter, graphite 
miner, rubber farmer, and the toolmakers that he needs to 
create a pencil.

But the magic of this fable does not end there. Through this 
fable, we can see that the whole of the exchange and resource 
allocation process does not need any commands nor orders 
from anyone. Each actor involved in the process does not 
receive any orders from either the president nor his economic 
advisors. They all simply worked and conducted exchanges 
solely to fulfill their own needs, or specifically: for profit.

And as we know, profits can only be obtained if each 
commodity can be exchanged and evaluated subjectively 
through the price unit. And again, commodity exchange based 
on price would only happen if each economic actor in the 
exchange have rightful ownership over the exchanged 
commodities.

This is why according to Mises the optimal allocation of 
resources in a socialist society is impossible. Without the 
guarantee over private ownership, there is no price-based 
commodity exchange, and without price-based exchange, 
commodities or resources would not be allocated perfectly to 
those who need them the most. What will happen then is the 
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misallocation of resources This is why in states that do not 
adopt market price mechanisms, such as in Venezuela today, 
there are shortages, breadlines, and hyperinflation. Milton 
Friedman once said: “If you put the federal government in 
charge of the Sahara Desert, in five years there’d be a shortage 
of sand.”

To avoid that, the response is simple: protect private property 
rights and let market mechanism work. That is why the means 
of production should be owned privately, not communally.

19. Responding to Socialism’s 
Critique of Property Rights

Djohan Rady

Libertarianism is an ideology that is oriented towards individual 
liberty. For a libertarian, individual rights should have the 
highest priority over group interests – whether it is tribal, 
religious groups’ or the state’s interests.

There are a lot of reasons why libertarianism sees the individual 
as the most important entity. Two of the most striking reasons 
are that 1) individuals are the smallest and most concrete unit 
in the society and that 2) these is a belief that in the long run, 
a guarantee over individual rights would bring some positive 
outcomes to the public interest in general.
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If we speak about individual rights, then the three most 
essential rights are the rights to live, personal liberty rights, 
and property rights.

John Locke categorizes these three rights as ‘natural rights’ to 
differentiate them from ‘legal rights.’39 Natural rights are those 
that are given from birth – unlike legal rights that are given by 
the state – and thus universal. It is separate from cultural 
contexts or certain customs, unmodifiable, unchangeable, nor 
it can be revoked by any parties.

Essentially, these three natural rights are equally important. 
However, there are libertarian thinkers who tend to prioritize 
property rights over others. Jan Narveson, for instance, in his 
book The Libertarian Idea, says that life and liberty are 
essentially property rights because the body and the thought 
can be regarded as properties. For that reason, for Narveson, 
the most fundamental natural right is property rights.

Not only that, but ownership rights are also a basis for an 
economic system that is most supported by libertarians, which 
is the free-market capitalism. In an economic system that is 
oriented towards exchanges such as the free market, property 
rights are a precondition to realize trade. Without a guarantee 
over property rights, there would not be any incentives for 
people to produce nor to trade.

This is the exact opposite of other ideologies, such as socialism. 
For socialism’s proponent, property rights can be ignored for 
the sake of welfare distribution and the creation of social 
equality. Not only that, Marxism believes that property rights 

39 John Locke,  Two Treatises of Government. (Cambridge University Press, 
Cambridge, 1988), Sec. 87, 123, 209, 222.
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– particularly property rights over the means of production – 
is the devil that caused social-economic injustice in this world.

For that reason, the concept of property rights becomes 
something that significantly sets the libertarianism apart from 
other ideologies. Property rights is an idea that is unique to 
libertarianism.

However, aside from the central role of property rights in 
libertarianism’s discourse, we should acknowledge that the 
idea of property rights embodies a serious conceptual 
problem. This conceptual issue is a paradox between property 
rights and others’ liberty.

As already acknowledged by many political philosophers for a 
long time, property rights would limit others’ freedom. If I 
have a patch of land, for instance, then I am actively limiting 
others from doing activities on that land. This is also similar in 
relation to my property rights over my car, which functions as 
a limit for my neighbors from using and enjoying the benefits 
of my car, except with my consent.

This paradox is often used by a lot of parties to criticize 
libertarianism and the idea of property rights. Criticism comes 
from a classical liberal thinker, Herbert Spencer. In his book 
entitled Social Statics,40 Spencer says that one’s property rights 
over land cannot be justified because if a patch of land can be 
privately owned, then, in the long run, all of the lands on the 
face of the earth would be owned by a small number of people. 
Those who trespass or free-riders would not have a rightful 

40 Herbert Spencer, Social Statics: or, The Conditions essential to Happiness 
specified, and the First of them Developed. (John Chapman, London, 1851). 
Chapter X.
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place in this world. For this reason, Herbert Spencer rejects the 
idea of private ownership over the land.

In contrast to Spencer, Marxists do not only reject private 
property rights over land, but also the rights over vital 
properties that are deemed vital to the production process. 
According to Karl Marx, the societal structure is shaped by 
capitalism, which is a societal structure that consists of two 
classes: capital owners who are benefited by the proletariats 
as the workers. Marx believes that this is an unjust societal 
structure because the owners of the means of production 
would certainly appropriate the surplus value from the labor 
of the workers. This appropriation process is what Marx alleged 
as the source of the socio-economic oppression and unfairness 
in society.

Marx then gives a radical solution to this issue, which is to 
seize the means of production from the hands of the capital 
owners. Marx’s goal is to create a classless societal structure 
where there is no single group of people who own the means 
of production privately.

Both Spencer and Marx essentially sees the paradox in property 
rights, which at a certain level would limit the freedom of other 
individuals and is generally detrimental to the welfare of 
society.

Based on that paradox, it truly is contradictive for a libertarian 
to call himself a champion of freedom if at the same time he 
supports the idea of property rights. Is this so?
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This problem has actually been addressed by John Locke. In 
the Second Treatise of Government Locke explains that property 
rights emerge as individuals mixed their labor and efforts with 
common property. Because of those labor and efforts, 
individuals becomes entitled to a property that is previously 
owned by no one.41

A patch of land, for instance, would be mine because I have 
worked that land and rendered it productive. Unfortunately, 
the process of land ownership would then intervene with the 
freedom of other individuals who want to conduct activities 
on that land. Since it is mine, no one could do anything on 
that land anymore. How would John Locke justify this violation 
of rights?

According to John Locke, the process of land ownership can 
be justified so long as it can be proven that there are no parties 
who are harmed over the process of privatization. My 
ownership over the downstream of a river, for instance, would 
be justified so long as others around me can still benefit from 
that river –  such as by taking the water, fish, or wash clothes 
and others – along the river or upstream, with cost differentials 
that are not too significant.

In other words, my ownership over a patch of land would not 
violate others’ freedom so long as they can still conduct other 
activities that they want to do in another place. Robert Nozick 
calls John Locke’s defense over this idea as the ‘Lockean 
proviso.’

41 John Locke, The Second Treatise of Government, Bk II, Chap 25, Sect 27. 
(Hackett Publishing, Cambridge,1980).
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To me, the Lockean proviso is an excellent response to the 
property rights paradox. However, this argument still leaves 
further questions, for instance, how to precisely determine 
that there are no parties who are harmed in the process of 
public goods privatization? And if public property ownership 
has emerged from the mixing of one’s labor with the common 
property, then how about people who obtained their properties 
from sources such as inheritance?

There is certainly no easy answer to this problem. To me, 
individual property rights and group freedom are inherently a 
negation of each other. It is not possible for us to obtain both 
at the same time. This means that oftentimes public 
policymakers should choose one over the other.

However, there are several good reasons why we should 
prioritize individual property rights over group freedom. 
Firstly, individual liberty is the most absolute form of freedom. 
Essentially, freedom is a personal issue. There is no freedom in 
a group. For that reason, protection over individual property 
rights is the most concrete manifestation of the idea of liberty 
itself.

Secondly, property rights become an incentive for each 
individual to work, produce, and innovate. Without the 
guarantee over property rights, there certainly be no individual 
who is willing to work hard and to innovate. Who would want 
to work hard if the result of it would be seized arbitrarily? The 
existence of a guarantee over private property rights is a factor 
that motivated a lot of innovators and entrepreneurs like 
Thomas Alva Edison, Bill Gates, and Steve Jobs to do what they 
did.
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Of course, I am not saying that the whole of the work process 
is an individualistic activity. There are people who work towards 
a common good who do not care much about profit, 
reputation, nor personal glory. However, this does not at all 
negate the fact that the majority of people work to fulfill their 
own individual needs first. And we need a government 
institution that could protect its citizens’ property rights for 
the sake of their welfare.

Thirdly, societies that prioritize property rights over group 
interests have been proven to be more prosperous. A research 
conducted by Political Risk Service, for instance, has shown 
that there is a positive correlation between the protection of 
property rights and per capita gross national product than in 
authoritarian states that do not care much about private 
property rights as in Cuba, North Korea, and China prior to 
Deng Xiaoping’s era.



144

FREEDOM AND 
THE SOLUTION TO 
DEVELOPMENTAL ISSUES 

20. Drugs Decriminalization

Ricky Tansari

When the Indonesian National Narcotics Agency (BNN) 
announced that the number of drug users kept rising, it is 
obvious that the current approach has not been successful to 
tackle the issue and that there is a pressing need to find a 
better solution. Can we do that? Perhaps we can look at 
Portugal as our benchmark.

The BNN in their own statement has revealed that they are 
puzzled to see that the number of casual drug users kept 
rising. They are confused to the point that Agus Sudrajat, the 
head of BNN’s Planning Bureau, had to come up with a 
suggestion that this increase had been caused by the youths 
who just began to earn their own income. These youths were 
then involved in nightlife scenes and then started to use drugs. 
If this is the reality, then all of the people who are enjoying 
themselves in nightclubs should be a regular drug user, and 
those who have gone clubbing – like me – would know that 
this is nonsensical.
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For those who stay updated with the latest news in Indonesia 
–  particularly about the war on drugs that has been an agenda 
even before Jokowi’s administration –  surely would realize 
that the government had been really tough on those who are 
allegedly distributing drugs. A lot of people already had to 
face the firing squad for this. Anti-drugs campaign has also 
taken its roots from the top to the grassroots level within 
schools and religious groups.

Even the most introverted person would have seen billboards 
that say “you want this high or that high?” Raids have often 
been conducted in boarding houses, whose tenants would 
happily for ‘security reasons’ leave their rooms so that the 
drugs that had never been there in the first place could be 
found. The support towards similar policies in our society has 
been a dominant mainstream hegemony for so long. However, 
the number of drug users kept climbing as stated by a 
prominent BNN figurehead himself.

The proponents of the war on drugs, without the need for 
surveys, already know that the majority of people in our society 
would often refer to Singapore’s success. According to them, 
the Singaporean government’s harsh policies have already 
freed its citizens from drugs. For that reason, we carbon-
copied Singapore’s approach without second thoughts.

Indeed, I have to acknowledge that Singapore’s policies could 
be lauded for their success in creating a deterrence effect 
towards whoever who dares to use drugs within Singapore’s 
borders. In fact, the policies are so harsh that whoever is still 
under the influence of drugs used outside of Singapore would 
still have to face the law in Singapore.
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However, there is an important factor that makes drug policies 
ala Singapore would fail to work in Indonesia no matter how 
hard we try, which is geography. Singapore only consists of a 
small island the size of the district of Tangerang, whoever tries 
to break the law would not have a lot of options to escape nor 
to hide. This is a striking contrast to Indonesia with its thousands 
of islands. This has not yet taken the size of the countries into 
account, which made Singaporean law enforcers much more 
agile in implementing the government’s policies.

Surely we cannot copy what Singapore’s government did 
because of our geographical factor. Does it mean that it is a 
game over for this narcotics issue? Of course not!

What has been discussed in the West, but has not been much 
spoken about in the Indonesian mainstream printed and 
online media channels is the fact that there are a lot of 
countries that are already decriminalizing or even legalizing 
the circulation of what we call narcotics, particularly weeds. If 
we, in Indonesia, tend to condemn those who use drugs, then 
these states tend to see the narcotics epidemic as a healthcare 
issue where the addicts are treated as sick people rather than 
as criminals.

An interesting example is in the case of Portugal that is already 
decriminalizing any kind of narcotics since 2001 –  from weeds 
to heroin. As a note for those who are unfamiliar with the term 
decriminalization, it means that whoever is caught doing 
anything related to drugs would still have to submit to the law, 
but this would not lead to incarceration. As a result, Portugal’s 
efforts have been lauded by the United Nations Office on 
Drugs and Crime as the best in overcoming the drug abuse 
issue.



147Drugs Decriminalization

What does Portugal do instead of imprisoning the addicts? 
They would first have to face a panel that consists of law and 
social experts, as well as psychologists who will persuade them 
to leave their narcotics consumption habit. Generally, these 
drug users’ cases would be suspended. Those who are repeat 
offenders would then be ordered to undergo counseling or 
even therapies.

As a result, the rate of HIV infection in Portugal declined 
sharply since 2001, from 1.016 cases to only 56 in 2012. 
Meanwhile, deaths as a result of overdosage have been 
declining by four-folds, from 80 to 16 within the same period. 
The use of narcotics such as synthetic weeds that is much 
more harmful also fell sharply. We have not even considered 
the tax money burden that has been decreasing as those who 
are usually sent to jail are now rehabilitated instead. This costs 
much less than if we take legal fees and prison costs into 
account.

We have to acknowledge that the legalization of weed as in 
Uruguay and several states in the US may not happen in 
Indonesia in the near future for its lack of support from the 
Indonesian public who are generally socially conservative. 
However, the failure of the war on drugs program as already 
acknowledged by the BNN calls our attention to the fact that 
this has been an ineffective use of our tax money. Is it 
appropriate to use our tax money to put a sick person in jail 
and treat them the same as a drug distributor? If we truly want 
to save our generation, this is the time to try new and smarter 
approaches, such as the decriminalization or the legalization 
policies.
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21. School Choice: A Libertarian 
Solution to Education

Anggita Ludmila

Education is one most crucial issues for a country, particularly 
in regard to its importance in building the nations’ human 
resources capacity. Every state works hard to come up with the 
best system that could foster the quality and equality of 
education for its citizens. When a citizen is well-educated, he 
would have the knowledge to one-day benefit those around 
him and his country.

The relationship between one’s educational quality and society 
would create a ‘neighborhood effect.’ For that reason, there 
are various policies that attempt to improve the citizens’ 
schooling, such as the Compulsory Education program, scho-
larships, and a system that stresses the importance of 
educational certification in many aspects of life, and others to 
ensure the improvement of society’s educational quality.

However, oftentimes schooling in itself would not be enough. 
Aside from ensuring that the citizens have access to education, 
surely education’s quality should also be considered. The 
government had set a standard on education for all schools in 
Indonesia. However, there are still massive inequalities bet-
ween one school and another. For instance, the frequency that 
we meet smart or successful people from a certain group of 
good schools can certainly provide us a snapshot of how this 



149School Choice: A Libertarian Solution to Education

inequality happened. The problem is that the number of good 
schools is far less than those that are not. If this is going on, 
there would be fewer smart people who will contribute to 
national development. Then, what should we do?

This problem has been thought of by Milton Friedman – the 
father of the school choice concept, which is a paradigm that 
posits that everyone has to be able to get the best schooling 
that suits themselves. Friedman criticized the US education 
system that enrolled every student to public schools in their 
respective housing zones without having to pay for it.

It turns out that this free school policy has a detrimental effect. 
Criticisms are often directed at the allegedly poor quality of 
the schools available as not all public run schools are good. Of 
course, this could happen because the school zoning system 
guarantees that schools would always have students enrolled 
for the upcoming school year. This limits one’s ability to access 
the best schools.

To allow freedom in choosing schools, Friedman proposed the 
school voucher system. This system would allow parents to 
nominate schools that they deem the best for their children to 
the government, which will then give them some kind of 
coupon that could be used to pay for every educational need 
for their child in said school. The hope is that no one has to go 
to schools with poor quality and to give them the ability to 
choose the best schools. This could then yield a positive result 
for society in the long run. The state’s subsidy should not be 
given to the schools, but to the students via their parents.

This system surely is not without debates. Particularly in the 
US, parents would often nominate the best private schools for 
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their children. This is where the debate lies. Firstly, the state’s 
money that was used to fund public schools would be used up 
by a handful of private schools simply because a lot of parents 
and students chose them.

This becomes an issue, as essentially public school in the US 
accepts every kid regardless of their identities, which is 
different from private schools that are often tied to certain 
identity markers. Oftentimes what happens is that those with 
different identities would not be accepted into certain private 
schools, which in the end would – according to them – make 
public schools have student inputs that are not as good as 
those in private schools, and for that reason would not be able 
to catch up with those private schools.

Secondly, back to the issue of identities in private schools that 
are often based on religion, state’s funding for kids who are 
enrolled in private schools are often seen as the unification of 
the church and the state, which is an idea that is not palatable 
for a lot of Americans.

However, aside from that and the fact that the voucher system 
gives the freedom for parents to choose schools, there is 
another interesting point that is related to this system. The 
economist Caroline Hoxby in her writing titled The Economics 
of School Choice, links this freedom to choose the free market. 
As consumers who are shopping in the market, parents or 
students would surely choose the best products for themselves, 
which in this case are schools.

With this kind of thinking, then what would happen is that 
schools would try to improve their qualities to compete with 
others so that they could be an attractive option for the 
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parents. With more people choosing that school, there will 
certainly be more money than it would receive.

For that reason, according to Hoxby, this voucher system 
would rather become a stimulant for a lot of schools to be the 
best rather than to make them lose out as previously proposed 
by its counterargument. This would happen naturally and 
spontaneously without the state having to allocate more 
money to improve school quality.

Of course, it does not mean that with this we can easily say 
that we should apply this system here. And yet, it would be 
interesting to see how a change would be achieved not always 
by asking for help from the government. The government 
should not interfere too much. Like what liberalism’s 
proponents in general say, the government surely has the 
obligation to interfere, but at a very basic level, which is to 
ensure a standard and a situation that makes fair competition 
possible.

While this kind of thought still seems to be alien to us since 
the government has always had a substantial role, I believe 
that it is fine to be more independent in the education sector. 
Imagine if everything is handled by the government while 
corruption is still prevalent. It is also not a secret that our 
bureaucracy is still suboptimum. If you want the government 
to improve the quality of public schools, they would happily 
do so as it would be a chance for them to steal more money.

If we refer to the school choice system I have mentioned 
above, the government only needs to set a certain standard 
for the curriculum, and then schools should compete to be the 
best. Applying the individual funding allocation system rather 
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than giving out a set amount to schools would be able to urge 
schools to attract as many students as possible to get more 
funding. On the other hand, this competition would also create 
the best choice for parents and students.

22. Film Industry Liberalization 
in Indonesia

Djohan Rady

The Indonesian government just took off the national film 
industry from its Negative Investment List (DNI). This policy 
practically opened up the door for foreign investment in the 
national film industry.

Before it was announced, Indonesian film industry actors had 
various responses to the policy. There were people like Ody 
Mulya Hidayat, Maxima Pictures’ producer, who rejected the 
revocation of the DNI for protectionist and nationalist reasons.

As reported by Tempo.co, Ody said that the abrogation of the 
film industry from the DNI will only kill the national film 
industry. “Foreign cinemas would surely prioritize films from 
their countries and we would not be able to compete,” said 
Ody. He then added that foreign investment would only be 
the beginning of foreign cultural invasion that would certainly 
harm national culture.
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However, there were also parties who supported the revocation 
of the film industry from the DNI. One of them was Joko Anwar. 
In his Twitter account, Joko said that foreign investment will 
positively impact the national film industry’s growth. In a series 
of tweets, the Pintu Terlarang (Forbidden Door) director, said 
that foreign investment will result in the growth in the number 
of foreign cinema so that Indonesian films will also have a 
better chance to be watched by the public.

Us as the audience surely understands how Indonesian films 
are not yet the most favored by the locals. Some time ago, I 
did not get the chance to see Siti in the cinema since it was 
already off of the screens. The film itself was the best film in 
the 2015 Indonesian Film Festival, but it was only being 
screened for a few days before it was gone. Joko Anwar was 
right, one of the biggest issues in the national film industry is 
the lack of screens and cinemas. As a result, national films 
have to compete against each other for screen time. If the 
ticket sales in the first weeks are deemed insufficient, cinema 
owners would certainly remove the film and replace it with 
another, which are usually Hollywood films.

This certainly would not have happened had the number of 
screens in each region was sufficient. Now we can see that the 
distribution of cinema screens in Indonesia are concentrated 
in Jakarta. From 942 screens in Indonesia per December 2015, 
80% of them are in Java and 70-75% of them are in Jakarta. 
With such screen distribution, the ratio of the screen per 
person in Indonesia is 1:250.000. This is a bad ratio. Compare 
this to, for instance, Thailand with 1:50.000 or China and the 
US with 1:30.000. To achieve an ideal ratio, Indonesia would 
need to add at least four to five thousand more screens.
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The increase in screen numbers would only be realized through 
investment. An example of investment liberalization’s success 
in the film sector is in China’s case. Since it opened its door for 
foreign investment 10 years ago, the number of screens and 
cinemas in China increased significantly. Form only 3.500ish 
screens in 2007 to 23.600 in 2014. China also managed to be 
the second-largest film market in the world, with a total ticket 
revenue of $830 million in 2014, which is a 236% increase 
since 2009.

Foreign investment would not only increase the number of 
screens and cinema, but the competition between filmmakers 
with large capitals would also improve the quality of films on 
the market. At the moment, the logic of film production has 
been propelled by trend. If there is a certain film that claimed 
a commercial success, then other film producers would follow 
suit and make films with similar themes and storylines. This is 
why we are inundated by romantic-religious dramas. The 
welcoming of foreign investment would lead to better 
opportunities for the emergence of films with unique themes.

Moreover, we should also take the economic impact of the 
growth of the film and cinema industry into account, such as 
the creation of more job opportunities. Additionally, foreign 
capital investments are usually also coupled with various 
business aspect improvements, such as in technology, 
managerial skills, and the competencies of film workers.

Unfortunately, foreign investment in Indonesia is facing a 
barrier in the form of the Presidential Order No. 36/2010. This 
Presidential order practically cemented the role of the film 
industry in the DNI and closed the door for foreign investment. 
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The spirit of the presidential order was to protect local film 
industry actors who would have collapsed in the face of foreign 
investments. This anxiety surely is nonsensical, particularly if 
we look at the Chinese case that I have mentioned above.

Luckily, the government had revised that regulation. Through 
the economic policy package X announced on 11 February, 
the government has allowed capital investment in the national 
film industry to fully be funded by foreign investors.

As a fan of movies and a loyal audience of local films, I highly 
appreciate this liberalization policy. This policy would surely 
benefit film consumers like me who had been longing for 
fresh and creative films for so long. To develop the national 
film industry, we should rather allow competition for improved 
film quality as well as foreign investment opportunities that 
would increase the number of cinema and screen in Indonesia.

 

23. Economic Freedom and the 
Key to Singapore’s Welfare

Ricky Tansari

Singapore. When we hear that name, what kind of things 
would cross the minds of a lot of Indonesians? A developed 
country. Small. Clean. Safe. Rich. It is not rare for Indonesians 
to visit Singapore once every few months or so to enjoy 
themselves. It is also not rare for people to prefer enrolling 
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their children to Singaporean schools for their developed 
education system

What makes a small country the size of the Tangerang dis- 
trict so prosperous economically despite its lack of natural 
resources, which is clearly a state’s absolute advantage?

A number of people said that because it is small that it can 
easily be managed. This is not wrong, managing a small 
country should be easier than taking care of a big state. 
However, this is not the rule as there are many impoverished 
small countries in the world. We can see this case in countries 
like Haiti and Jamaica, as well as several other poorest states in 
the world in the American continent and in the Caribbean. 
Hence, the size of the country should not be an absolute 
factor.

The second argument that is often used is that because 
Singapore was an English colony, where England colonized 
them to develop while the Netherlands that colonized 
Indonesia for three and a half centuries colonized Indonesia 
for our natural resources. I do not reject the idea that the 
Netherlands has cruelly abused it until 1945. However, 
remember that Singapore had been independent for 51 years 
when I wrote this article since they separated with Malaysia in 
1965 after England left in 1963. Thus, this factor should no 
longer be relevant anymore.

A factor that is more obscured for the public but is commonly 
discussed within the business world is that Singapore has a 
capitalist economic system like other Western states.
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The capitalist system as we know is a free-market system where 
the role of the state is limited to protecting the safety of its 
citizens and to enforce contracts. For this capitalist system to 
work, the state is expected to not interfere too much with rules 
that would bind the hands of economic actors in it – whether 
it is the producers or the consumers.

In this theory, what is generally accepted is that the more the 
state intervenes in the economy, the more anxious are 
economic actors to do what they usually do, which is to work 
and to the enterprise. As a result, this decreases the incentives 
for economic actors to conduct transactions. This would then 
decrease the people’s welfare either directly or indirectly as a 
reduction of the multiplier effect.

Then, which capitalist characteristics are present in Singapore, 
which allowed it to become an economic magnet? As cited by 
The Economist, aside from its strategic geographical location, 
two factors that determined this small state’s attractiveness is 
the size of its government that is relatively small and also the 
attitude of its government that welcomes foreign investment 
with little worries and doubts.

If we look simply at the number of their governmental 
departments, Singapore has about 22 who report to the prime 
minister. Some ministers are in charge of two departments at 
the same time. Compare this to Indonesia where there are 34 
ministerial-level institutions that report to the president.

The consequence of this limited state is, first, the costs of 
running the government would be cheaper so that the people’s 
tax burden would be reduced. Secondly, the policies are much 
simpler. This makes economic actors feel that their activities 
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would be more predictable. This would foster the emergence 
of the multiplier effect in society, which would result in the 
improvement of welfare both directly or indirectly.

More predictable policies send a signal to business actors to 
invest in Singapore. For ten years in a row, Singapore had been 
topping the global Ease of Doing Business Ranking. Whereas, 
Indonesia was last recorded in the 107th place.

Included in this ranking criteria is the ease of starting a 
business, the ease to obtain a building permit, access to 
electricity, the ease to register properties, access to credit, the 
protection of minority investors, the ease of paying import 
and export duties, contract enforcement, and the ease of 
bankruptcy declaration.

To discuss all of these points would have been tedious, but to 
give an example, I would discuss contract enforcement. 
Singapore ranked first in this aspect. In Singapore, the average 
time to submit and review documents is six days, for the court 
to process the case itself is 118 days, and for court order 
enforcement is 26 days. All in all, the total comes down to 150 
days or five months.

Meanwhile, to do the same thing in Indonesia, on average, it 
would take 460 days or one year and four months for the same 
process. If you are an entrepreneur with a ceteris paribus 
assumption – that the two countries are equal, which country 
would you invest your money in? Now you see the factor that 
sets Indonesia and Singapore apart in economics? Would you 
like this issue to go on?
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The Perspective of Liberty 
on Power and Prosperity

Foreword: 
Poltak Hotradero

Pro-liberty ideas are still not familiar and well-dispersed in the 
intellectual landscape in Indonesia. Therefore, this book is 
produced as one of the efforts to be a reference in making a 
sustainable effort in promoting dialogues on liberty and fuels 
for intellectual debates in practicing freedom in Indonesia. The 
lessons discussed in this book are very useful to be discussed 
further in a more particular context, especially related to public 
interests in Indonesia. (Poltak Hotradero)

This book tries to answer questions about how the ideas of 
liberty – which believe individual free will in defining their own 
lives – can be relevant in solving problems in local contexts. In 
this book, Suara Kebebasan also wants to introduce 
libertarianism as a word to replace liberal ideas. This book is 
expected to become an introduction and reference to the 
intellectual journey for all types of readers to know and 
understand libertarianism. (Editor Team)

"Libertarianism: 
The Perspective of Liberty on Power and Prosperity"
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