
 

15 

 
Chapter II  

Fukuyama’s “Trust” and Indonesian 
Decentralization Perspectives 

 

 
Fukuyama ends his classic, “Trust, the Social Virtues and the 

Creation of Prosperity” with the statement: 

Now that the question of ideology and institutions has been 
settled, the preservation and accumulation of social capital 
will occupy central stage  (Fukuyama 1995).   

 
In this chapter, I would like to revisit this“question of ideology 

and institutions” (Fukuyama 1995) by following the general outline 
provided in the first section of this book to combine his concepts and 
other references as a form of literature review on Trust and its 
relevance to decentralization in Indonesia. 

The first of five parts of Fukuyama’s book: “The Idea of Trust: 
The Improbable Power of Culture in the Making of Economic Society” 
(Fukuyama 1995) directly highlights issues with centralized planning 
(economic), because: "the increasing complexity and information 
intensity of modern life at the same time renders centralized economic 
planning extremely difficult“ (1995:4). Fukuyama argues that due to 
advances in technology, nations are able to prosper, and with 
prosperity comes the opportunity develop more liberal conditions in 
support of human rights, where prosperity provides incubator like 
conditions for increased participation and equality (1995:4). 

In order for these incubator conditions to thrive, “Social 
Groupings” (1995:4) are needed, as the conditions of institutions 
(political and economic) are affected by the state of civil society. 
However the state of civil society cannot be simply enacted into being 
through regulations and legislation, but instead is dependent on "a 
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strong and stable family structure and durable social institutions" 
(1995:5). 

Based on the above, Indonesia does not face a choice regarding 
decentralization, as the advances of technology and the demand for 
equity and prosperity in a country as large and as diverse as Indonesia 
necessitates change from centralized systems. The question is how 
Indonesia is to decentralize, a condition which cannot only be 
legislated, but which needs to examine and strengthen each 
community’s family structures and social institutions. This is also one 
of the conclusions of James L. Perry who states: “Thus, any effort to 
bring democracy into better balance with the new publicservice will 
require fundamental trans-formations in social institutions, not just the 
publicservice as we have come to know it ”(Perry 2007). 

There are also advantages in utilizing Indonesia’s cultural 
diversity, as Fukuyama states: “The rivalry arising from the interaction 
of different cultures can frequently lead to creative change” (1995:6). 
Unfortunately, the stigma of centralized government continues to be 
dominant in Indonesia, with policies seemingly driven by the 
economist belief that “human beings act as individual utility 
maximizers rather than seeing themselves as parts of larger social 
groups" (1995:21). As a result, communities and representatives of local 
governments are not seen as being able to think in the best interest of 
other communities let alone national interests.  

It is at this particular juncture where “Trust” becomes an 
important factor. But why ”Trust”? Piotr Sztompka describes an 
international wave of thinking on trust (Sztompka 2001), including the 
research of Luhmann (Luhmann 1979) who relates the phenomena and 
importance of trust within today’s increasingly complex society, with 
its unpredictability and risks. Eisenstadt and Roniger also found trust 
to be a critical element in patron-client relations (Eisenstadt and 
Roniger 1984). Nyhan in his research on trust and its role in public 
sector organizations in USA, concluded that ”Trust is the most 
influential of all variables of interpersonal behaviour in public 
organisations” (Nyhan 2000). In Indonesia, Elisabeth and her associates 
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have looked at trust-building and reconciliation in Papua, where they 
emphasized the need to regain trust of local stakeholders in order to 
reconcile differences and to progress (Elisabeth and et. al. 2006). 
Despite both international and national emphasis on the role and 
importance of trust in nurturing collaborative practices (Vangen and 
Huxham 2003) much work in Indonesia currently looks at conflict, 
regulatory reform, territorial reform, local politics, ethnicity and 
corruption in decentralization without looking at the underlying issue 
of trust or loss of trust as a common theme in all of these issues. 

So how is trust defined? Most people will say that they know 
what is meant by trust but will have difficulty when asked to define 
it(Solomon and Flores 2001). Fukuyama defines trust as:  

The expectation that arises within a community of regular, 
honest and cooperative behaviour, based on commonly 
shared norms, on the part of other members of that 
community. Those norms can be about deep value questions 
like the nature of God or justice, but they also encompass 
secular norms like professional standards and codes of 
behaviour (1995:26). 

 
Sztompka summarizes trust as “a bet about the future contingent 
actions of others” (Sztompka 2001).  

If we combine the above, we can define Trust as: Expectations 
one hastowards an individual or institution to act and behave 
according to shared norms within a particular scope which allows one 
to determine his/her own future actions and behaviour.  

Based on this definition, trust allows an individual to 
determine his/her own future action and behaviour and in this manner 
serves to minimize passiveness and encourages action. Expectations 
between individuals and with institutions can be enhanced through 
effective interaction between trustor and trustee. The scope of trust 
will increase (or decrease) according to the level and type of relation-
ships or communicative action (Habermas 1984-87) (Murphy 2006), 
occurring between individuals and with institutions they are involved 
in. If we relate this to the issues of decentralization in Indonesia, we 
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can say that decentralization in Indonesia may become more effective 
through better communicative processes between government agencies 
and levels. Trust oriented communicative processes should lead to 
stronger cooperation as each agency or level is able to rationalize the 
benefits of cooperating with the other. Such processes should also lead 
to better coordination between agencies and levels, as each is able to 
negotiate its role and function in order for these institutions to become 
effective organizations.  

Fukuyama states: "...the most effective organizations are based 
on communities of shared ethical values" (1995:26). Such communities 
are seen to be the most effective as there exist “prior moral consensus 
(which) gives members of the group a basis for mutual trust" (1995:26). 
Mooradian et al look at this issue from a perspective of knowledge 
sharing within organizations. They further categorized trust between 
”trait trust” as the ”the propensity to trust” which can be scaled 
between high and low levels of propensity and ”state trust” as the 
existing condition of trust between individuals (Mooradian, Renzl and 
Matzler 2006).  When both state and trait trust are high, organizations 
are able to operate more effectively, as compared to conditions of 
distrust, where Fukuyama (Fukuyama 1995) states: “people who do not 
trust one another will end up cooperating only under a system of 
formal rules and regulations which have to be negotiated, agreed to, 
litigated and enforced, sometimes by coercive means" (1995:27). In 
such conditions, “this legal apparatus, serving as substitute for trust, 
entails what economists call transaction costs". Reflecting on 
conditions in Indonesia, high transaction costs have become a barrier 
for investments, and have hampered effective delivery of public 
service. High transaction costs are also an issue for development 
agencies seeking to work in the country. Unfortunately, efforts to 
decrease investment costs have been oriented towards reform of legal 
instruments and procedures, rather than looking more fundamentally 
at the state and trait of trust (Mooradian, Renzl and Matzler 2006) in 
Indonesia. 
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On the other hand, development projects focusing at the 
community level have shown that the state and trait of trust in many 
Indonesian communities continue to be high and have effectively 
decreased transaction costs in the delivery of such projects when 
implemented and controlled by the communities themselves. Such 
community driven development (CDD) type projects have benefited 
from social capital referred to by Fukuyama as: “the expectation that 
arises within a community of regular, honest and cooperative 
behaviors, based on commonly shared norms, on the part of other 
members of that community” (1995:26). CDD projects such as the 
National Community Empowerment Program (known by its 
Indonesian acronym PNPM) supported by the World Bank and a range 
of donors utilize the strength of communities rather than individuals, 
and supports Fukuyama’s assertion that social capital: “Cannot be 
acquired by individuals working on their own" (1995:27). The varying 
levels of achievement within different communities in Indonesia 
where PNPM has been implemented also support Fukuyama’s 
statement that social capital is “not distributed uniformly among 
societies” (1995:28). 

Although Fukuyama states: “the crucible of trust and critical to 
the health of an economy, rests on cultural roots” (Fukuyama, 
1995:33), the strength and capacity of communities, especially those 
with high levels in their state and trait of trust (Mooradian, Renzl and 
Matzler 2006) within the many cultures of Indonesia, has not featured 
as the guiding element in which to direct Indonesia’s economy and 
governance, perhaps due also to the limited access of Indonesian 
academics to international studies related to culture (Heryanto 2005) 
and portrayal of a dichotomy between “culturalism vs. structuralism” 
(Heryanto 2005) rather than recognizing the interlinkages of the two 
“isms”. 

Relevant to this line of thought is Fukuyama’s comme nt on 
communities: “There is no necessary trade-off, in other words, 
between community and efficiency; those who pay attention to 
community may indeed become the most efficient of all”(1995:32). 
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Ideally, Indonesia should look towards the strengthening of its 
communities in order to increase efficiency and decrease transaction 
costs. 

In looking at communities, the question of culture cannot be 
avoided. Fukuyama talks about culture, saying: “The most important 
habits that make up cultures (are to do with) the ethical codes by 
which societies regulate behavior” (1995:35). Furthermore: “traditional 
religions or ethical systems constitute the major institutionalized 
sources of culturally determined behavior” and “ethical systems create 
moral communities because their shared language of good and evil give 
their members a common moral life” (1995:36). Indonesia, as the 
world’s most bio-diverse nation, has given birth to over 700 ethnic 
groups (Gordon 2009), which have evolved in response to their specific 
natural and social contexts. Almost 80% of this cultural diversity is 
found in eastern Indonesia (approx 40% of Indonesia’s land area 
covering the regions of Nusa Tenggara, Sulawesi, Maluku and Papua). 
Studying the language of good and evil in these cultures provides a 
wealth of moral and ethical values (Karetji, Linking Biosecurity to 
Community Development in Indonesia 2007, Lake n.d.), which allow 
communities to relate with one another and with others. For example, 
although a number of ethnic groups are known for their capacity to 
associate and network (i.e. the Makassar and Buginese tribes as 
merchants and traders), centrally designed or driven approaches do not 
allow for the flexibility needed to seek “ethical habits such as the 
ability to associate spontaneously, that are crucial to organizational 
innovation and therefore to the creation of wealth” (Fukuyama, 
1995:37). Instead, foreign terms are used to introduce norms i.e. 
relating to good governance, which exhort values already inherent in 
local cultures.  

One important aspect and function of culture discussed by 
Fukuyama is “spontaneous sociability” (1995:27) as a subset of social 
capital. This is described as: 

The capacity to form new associations and to cooperate 
within the terms of reference they establish…based on 
shared values rather than contract ”whereby“ Governments 
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often have to step in to promote community when there is a 
deficit of spontaneous sociability  (1995:27)1.  

 
However he warns that: “State intervention poses distinct risks since it 
can all too easily undermine the spontaneous communities established 
in civil society“ (1995:27). Indonesia’s term gotong-royong has 
identical meaning to spontaneous sociability (Fukuyama 1995). This 
term was widely promoted by the government as a trait found 
throughout Indonesia’s cultures. However the “propensity for 
spontaneous sociability” (1995:29) or gotong-royong has only been put 
forward almost as an oddity of communities in Indonesia in which 
individuals are willing to work together and support each other for no 
apparent economic gain. More recent studies on social capital in 
Indonesian communities such as the Balinese (Surata 2008) have been 
able to highlight both economic and organizational objectives behind 
gotong-royong type practices in Indonesia. Perhaps this has also been 
due to Indonesian state intervention in seeking to decrease emphasis 
on the differences between ethnic groups and promote national unity 
by using the term gotong-royong generically, thus hindering a more 
in-depth comparison of this practice in different cultures in order to 
gain insights on how different communities are able to work together. 
This is unfortunate, as it means that different communities seemingly 
must relearn and reapply ideals and norms made dormant by the 
former centrally oriented regime, which introduced uniform 
governance structures throughout Indonesia based on Javanese 
structures and replacing traditional community structures instead of 
promoting existing spontaneous sociability practices.  

Considering that practices such as gotong-royong or 
spontaneous sociability (Fukuyama 1995) are seen as being “critical to 
economic life because virtually all economic activity is carried out by 
groups rather than individuals (Fukuyama, 1995:47), and that “before 

                                                

1 Fukuyama’s “deficit of spontaneous sociability” links closely to conditions of “trust deficits” 
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wealth can be created, human beings have to learn to work together 
and if there is to be subsequent progress, new forms of organizations 
have to be developed” (1995:48), it is no wonder that efforts to 
commence sustainable efforts to eradicate poverty and bring about 
prosperity in Indonesia have had limited results when not based on 
norms in which communities collaborate, organize themselves and link 
with other communities. This also hampers any effort to innovate at 
the local level, as nationally introduced governance structures enforced 
over three decades of authoritative rule may mean that many younger 
members of communities no longer have an awareness of their 
organizational capacity nor in-depth understanding of their own 
norms and understanding of good and evil.  

Fukuyama writes that: “organizational innovation has played 
an equal if not more important role (than technological development) 
since the beginning of the industrial revolution” (1995:48). If this is the 
case, the replacing of traditional structures increases the burden of 
communities in undertaking organizational innovations. A number of 
development projects such Indonesia’s National Community 
Empowerment Program (Program Nasional Pemberdayaan Masyarakat 
– PNPM) have had to reintroduce organizational innovation capacity 
in communities, as the capacity of many of these communities to 
organize has to a certain extent been undermined by the Government 
of Indonesia during Suharto’s rule in order to create a state rather than 
a group oriented culture.  

The weakening of indigenous organizational capacity also 
could explain the “Missing Middle” (Fukuyama 1995) in Indonesia. As 
indigenous organizational capacity is lost or weakened, so too is the 
capacity to develop, strong, cohesive, or durable intermediate 
associations (Fukuyama, 1995). The centralized government system 
enforced during the Soeharto era discouraged local innovations due to 
its nature as the apparatus of central government. As this structure was 
enforced down to the sub-village/hamlet and neighbourhood levels, 
the only organizations able to develop were those with central 
government endorsements or links, including labor unions (Caraway 
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2008), political parties, youth organizations and businesses. This 
enforcement can be seen to have made it more difficult for many 
indigenous family businesses in Indonesia to develop and grow based 
on their own strengths and capacities, and to associate with others.  

In following Fukuyama’s arguments, it is interesting to 
compare the views of Iwan Dzulfan Amir, an Indonesian 
anthropologist who wrote a review of Fukuyama’s book on Trust. 
Amir’s review immediately places Fukuyama’s work on trust within 
what he calls the classical debate between culturalism and 
structuralism concepts. Amir states that Fukuyama falls into Tiga 
Perangkap (Three Traps), i.e. “cultural essentialism”, “identity 
overgeneralization” and “enlightenment positivism”, all of which 
reduce the concept of trust to ideologi belaka (mere ideology) (Amir 
2000).  Rather than going into such debates, this study seeks to carry 
forward some of Fukuyama’s concepts and others related to trust in a 
cyclical framework (Vangen and Huxham 2003), which adds 
perspectives of power and control versus coordination and cooperation 
based on the Indonesian context. These are also aspects coincidentally 
sought by Amir, who states his hope that Fukuyama’s conclusions 
would delve further in the subject of trust, i.e.:  

bahwa trust itu memiliki basis budaya—masih bisa 
dibuktikan, seandainya tingkatan kasus lebih dipersempit 
(misalnya kelompok kecil dan bukan negara), metode 
analisis diperluas (misalnya memasukkan sisi relasi 
kekuasaan dan identitas), dan fokus analisis dialihkan dari 
produk akhir budaya menjadi proses produksi dan repro 
duksi budaya itu sendiri. 
That trust has a cultural basis  - which could still be further 
proven, if the case levels were narrowed (e.g. to small 
groups rather than nations), the method of analysis was 
broadened (by incorporating relationships of power and 
identity perspectives), and the analysis focus is shifted from 
a final cultural product to becoming a process of producing 
and reproducing culture itself  (Amir 2000). 
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Chapter Summary 
It could be argued that the State of Indonesia (or at least during 

the reign of the New Order regime) was forced out of necessity to 
impose various measures in order to build a national identity. Whether 
the manner and design of such policies were effective for this purpose 
is debatable. What is clear is that, in order to effectively implement 
decentralization to bring about prosperity for its citizens, Indonesia can 
strengthen its communities by recognizing cultural diversity as 
strengths, and existing capacities as social assets (such as gotong- 
royong).  

Reviewing Fukuyama’s concepts and statements on trust 
(Fukuyama 1995) from an Indonesian perspective reflects the relevance 
and correlation of many of his statements with conditions in Indonesia. 
This relevance reflects also how Trust is key to Indonesia’s social 
development, firstly in looking at the existing state of trust in 
Indonesia, and secondly in terms of the trait or propensity in which 
individuals and communities are willing to entrust government with 
their future. 

What is also apparent is that further and more detailed 
exploration is required into the cultural basis of Trust and a broadening 
of its analysis in the context of Indonesia and its process of 
decentralization. This in itself highlights the importance of a strong 
knowledge sector in Indonesia. 

 


