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ABSTRACT: What explains variation in democratic control of the armed forces (DCAF) in post-
military authoritarian regimes? How might legacies of military power impact the types of reform 
that we see? The literature on democratization stipulates the necessity of removing the military 
from the civil realm and subordinating the armed forces to civilian rule. The literature on pacted 
transitions specifies the importance of balances of power between military leaders and civilian 
actors at the point of transition in determining the success of these reforms. Thirty years on from 
the majority of these transitions, however, the record of democratization reveals significant 
variation in the success of reforms targeting the political influence of the armed forces. This 
paper unpacks the black box of military power at the point of transitions to hone in on the role 
that the armed forces played in the political economy of the state during military rule. In cases 
where the military as an institution assumed broad state-building economic functions prior to 
transition, subsequent civilian leaders are more successful in enacting DCAF reforms. In cases 
where the military engaged in private self-financing ventures, or intervened in the state economy 
primarily to develop the military-industrial complex, civilian leaders have been far less 
successful in subordinating the armed forces to civil rule. We develop this argument through 
case study analyses of pacted transitions in Indonesia, Brazil, and South Korea.  
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1.  INTRODUCTION 

The 2011 popular uprisings that led to the ousting of long-term autocrat, President Hosni 

Mubarak, in Egypt have focused fresh attention on the myriad challenges of consolidating a new 

democracy. Of particular concern is the continued abuse of power by the military and police 

including torture, military trials of civilians without due process, beatings and deaths while in 

detention, and the use of force against unarmed civilians. A major target of criticism by members 

of civil society is the inability to hold members of the military and internal security services 

accountable for crimes carried out under the prior regime, during the uprisings, and afterward. 

The coup carried out by the military against the first democratically elected president in July 

2013 highlights the institution’s continued power and its potential to hijack the democratic 

process. 

 As the case of Egypt highlights, subordinating the military to civilian rule is central to the 

likelihood of successful democratic consolidation. Huntington (1991, 231) has noted the 

‘praetorian problem’ in democratization, “the need to curb the political power of the military 

establishment and to make the armed forces into a professional body committed to providing for 

the external security of the country.” In addition to reorienting the mission of the armed forces 

away from internal policing and toward external security, the literature on democratization 

specifies the need to depoliticize the military as an institution, subordinate the armed forces to 

civilian rule, and ensure civilian oversight of military budgets, advancement and training 

(Diamond 1999; Huntington 1991; O’Donnell & Schmitter 1986; Stepan 1988). 

While the continued power and political influence exercised by the Egyptian military is 

common in many states undergoing regime change, it is not a constant. Some countries have 

been very successful in achieving what the policy world terms the democratic control of the 
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armed forces (DCAF). Spain, for example, managed to prevent a coup during the early post-

Franco years and proceeded to implement far-reaching and successful reforms to subordinate the 

military to civilian rule. In contrast, other cases, such as Turkey, have been largely unsuccessful; 

through repeated interventions into politics since 1961, the Turkish military succeeded in 

actually increasing its political and economic power vis-à-vis civilian leaders and only recently 

has been reined in as part of the country’s accession negotiations with the European Union 

(Lecha et al 2006).  

What explains this variation in democratic control of the armed forces in post-military 

authoritarian regimes? How might legacies of military power impact the types of reform that we 

see? The literature on pacted transitions predicts that the balance of power between elites at the 

point of democratic transition determines bargaining outcomes, with the more powerful party 

dictating the new rules of the game. (Rustow 1971; Karl 1986; Karl 1990; Karl & Schmidt 

1991). Given the coercive power of the military and its often-repressive role under authoritarian 

regimes, this institution is often assumed to be in an advantageous position in negotiating these 

pacts. When viewing the empirical record and the outcomes of such pacts, however, this balance 

of power does not, in fact, match the predictions of the literature. Even when only examining 

transitions from military authoritarian regimes to democracy, the armed forces are successfully 

subordinated to civilian rule and extracted from politics in some cases, while they retain a good 

deal of autonomy and continue to influence politics in others.  

This paper fills the gap left by the extant literature and unpacks the black box of military 

power at the point of transition. The mismatch between the expectations of the balance of power 

theories and the empirical record, we argue, is due to the underspecified concept of “power” 

during democratic transitions, and a lack of understanding of the mechanisms through which 
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power is presumed to determine transition outcomes. It is not only the power of the military 

relative to civilian elites that is important, we claim, but also the type of power held by the 

military that is crucial to understanding the success of attempts to implement DCAF reforms. We 

hone in on an overlooked factor – the specific role that the military played in the political 

economy of the state during authoritarian rule – and argue that the level of economic autonomy 

held by the military prior to the transition determines the political influence the institution retains 

in post-transition politics.  

In isolating the role of military economic power, this paper identifies three different 

classes of military economic activity prior to political transitions: state-led development, 

military-industrial development, and private enterprise. In cases where the military as an 

institution assumed broad state-building economic functions prior to transition, such as 

nationalization projects and state-led development, subsequent civilian leaders are more 

successful in enacting DCAF reforms. In cases where the military more narrowly intervened in 

the economy to develop the military-industrial complex (arms production and trade, military 

research and development, and procurement and acquisition programs), the military is more 

incentivized, and able, to maintain a degree of economic autonomy and political influence post-

transition. Finally, in cases where the military engages in private self-financing ventures (private 

businesses, financial investments, and holding companies), it is incentivized to maintain those 

economic interests and may be more likely to relinquish its formal political powers; civilian 

leaders are therefore able to subordinate the military politically, but not economically, to 

democratic rule.  

The following sections demonstrate the gaps in the existing literature, present the theory 

in detail, compare the pre-transition military economic activities and post-transition DCAF 



MACDONALD & VAN ANTWERP 4 

 
 

reforms in South Korea, Indonesia, and Brazil, examine alternative hypotheses, and offer 

conclusions regarding the implications of military economic power for democratic consolidation.  

2. PACTED TRANSITIONS AND DCAF REFORM 

 Prior to 1970, scholars were searching for generalizable economic and social preconditions 

for democracy (Lipset 1959). Rustow (1970) instead highlighted the dynamic and contingent 

nature of transition processes from authoritarian regimes and noted the importance of elite 

bargaining in processes of transitions. In the wake of the “third wave” of democratization in the 

1970s and 1980s, which featured numerous, peaceful top-down transitions initiated and 

negotiated by authoritarian elites, scholars further expanded Rustow’s model to understand the 

outcomes of transitions occurring predominantly in Latin America and Europe.  

 Pacted transitions occur “when elites agree on a multilateral compromise between 

themselves (Karl & Schmitter 1991, 275). These negotiations, or pacts, “establish formulas for 

sharing or alternating in office, distributing the spoils of office, and constraining policy choice in 

areas of high salience to the groups involved, while excluding other groups from office, spoils, or 

influence over policy” (Geddes 1999, 120). The role of elite bargains led scholars to create 

transactional theories and game theoretic models of the strategic interactions between “hard” and 

“soft liners” to explain the various outcomes of these uncertain processes (Share and Mainwaring 

1986; Huntington 1991; Przeworksi 1991, 1992).  One of the key features of the pacted 

transitions literature is the importance of relative power in determining who is able to dictate the 

terms under which the transition occurs (O’Donnell 1992). 

 The weight of balances of power in determining transition outcomes is often deemed 

particularly important when considering transitions from military authoritarian regimes. In these 

cases, militaries often behave as self-interested corporate actors, placing “a higher value on the 
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survival and efficacy of the military itself than on anything else” (Geddes 1999, 126; see also 

Janowitz 1960, 1977 and Finer 1975). Therefore, the relative political strength of the military 

institution vis-à-vis political elites at the point of transition, in addition to the implicit coercive 

power of the military, is believed to hold important implications for the ability of those leaders to 

subordinate the armed forces to civilian rule. Agüero (1992, 1995) argues that the strong 

bargaining positions of the military in Chile and Brazil at the point of transition, for example, 

enabled the armed forces of these countries to secure the continued influence of military officers 

in the post-transition political sphere. In other cases, however, where military institutions have 

declined in power prior to the point of transition (Argentina for example), armed forces have 

been less able to preserve their privileges in the course of elite negotiations. The balance of 

power literature thus holds clear predictions for the ability of emerging democratic governments 

to bring armed forces under effective civilian control post-transition: the stronger the position of 

the military relative to civilian leaders at the point of transition, the more likely it is that the 

military will be able to safeguard its political interests (Stepan 1988). Conversely, the weaker the 

military at the point of transition, the easier it should be to exert democratic control over the 

armed forces (DCAF). 

 Unfortunately, while both parsimonious and intuitive, this set of theories does not explain 

the empirical record, which reveals significant variation in the outcome of DCAF reforms in 

ways that run counter to the expectations of the pacted balance of power theory. Nigeria’s armed 

forces, for example, were extremely weak at the point of transition but have been able to retain 

significant political influence under subsequent civilian regimes (Mani 2007). Indonesia’s 

military institution was comparatively strong at the point of transition, and yet has undergone a 

number of key political reforms at the hands of the civilian government (Mietzner 2006). Finally, 
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we see significant variation in the degree and type of reforms even among those countries with 

“strong” militaries at the point of transition, such as Brazil, and Chile. 

 In addition to this unexplained empirical variation, it is also unclear what the “balance of 

power” means in this context. The under-specification of this key variable has not only led to 

disagreements among scholars as to which parties are in fact “stronger” at the point of transition 

(Agüero 1992, 1995; Haggard and Kaufmann 1997), but has also left unclear which sources of 

power matter to the preservation of particular political prerogatives after the transition phase. 

Since subordinating the military to civilian control requires wide-ranging political and economic 

reforms, it seems entirely plausible that different sources or types of power could impact the 

constellation of policies that follow. Additionally, the literature does not specify the mechanisms 

by which this power is converted into post-transition political influence. Thus while there have 

been some attempts to situate elite pacts and bargains within the socio-economic and institutional 

structures of the ancien regime, we still do not have a clear understanding of which legacies of 

military authoritarian rule will impact post-transition politics, and in what ways they will do so. 

 This paper fills this gap in the literature by uncovering a particular source of pre-transition 

power, and tracing its effects in post-transition politics. In particular, we focus on the economic 

activities of military authoritarian regimes prior to the regime transition to determine the impact 

of economic legacies on post-transition military reforms. As Haggard and Kaufmann note, 

“strategic approaches to transitions pay relatively little attention to economic variables and 

interests” relative to political concerns (Haggard and Kaufmann 1997, 266). This omission is 

particularly important, however, when considering transitions from military authoritarian 

regimes and the need for civilians to subordinate armed forces to democratic rule in both the 

political and economic realms. Indeed economic reform of the military is a cornerstone of DCAF 
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policy statements, and is deemed key to democratic consolidation (“Democratic Control of the 

Armed Forces” 2008). 

 Despite the centrality of military economic reform to processes of democratization, 

however, there is in fact relatively little discussion of the role that state military institutions play 

in national economies in the comparative politics literature. In fact the large majority of 

scholarship within political science has tended to turn away from the state to look at the role of 

private security firms in the military sphere (Avant 2005; Singer 2004; Brömmelhörster and Paes 

2003).1 While private military contractors are important subjects of inquiry, there is also large 

and interesting variation in the economic activities of state militaries with important implications 

for the quality and longevity of democratic rule. In Nigeria, for example, nationalization 

programs in the 1970s under military rule enabled officers to win individual stakes in oil, 

shipping, and financial industries, which has served to preserve the military’s influence in 

politics post-transition. In El Salvador, Guatemala, Honduras, and Nicaragua, militaries maintain 

pension funds and ownership of corporations including banks, construction companies, radio 

stations, and more (Mani 2007).  

 The proceeding discussion takes this variation in economic activity as a starting point from 

which to examine how the specific role that the military played in the political economy of the 

state during authoritarian rule shapes incentives and capabilities of both military and civilian 

actors during moments of transition, in turn impacting the ability of political leaders to 

subordinate the military to civilian rule.  

3. THEORIZING MILITARY ECONOMIC POWER 

 The following sections of this paper focus on unpacking the black box of military power at 

                                                
1 Exceptions to this general trend include Kristina Mani (2007, 2010) and Robert Luckham (1996). 
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the point of transitions to hone in on the scale and type of the military’s economic power under 

the prior authoritarian regime. In focusing on the incentives of militaries at the point of transition, 

we treat the military leadership as a rational actor, strategically pursuing the institution’s interests 

in interaction with the constraints and opportunities of the transition environment (Elster 1986; 

Geddes 1995). In the remainder of this section, we conceptualize three different types of 

economic power held by the military in authoritarian regimes, present specific criteria by which 

to evaluate the extent of DCAF, and present our predictions connecting pre-transition military 

economic power and subsequent DCAF reforms. 

Types of Economic Power 

 There are three different classes of military economic activity in which militaries engage 

under authoritarian regimes: state-led development, military-industrial development, and private 

enterprise. State-led development activities include nationalization of businesses, industry, and 

agriculture, and other large-scale state interventions into the economy with the goal of national 

development, whereby the state, rather than private actors, is the primary actor directing 

economic policy. In military authoritarian regimes, the military as an institution is central to state 

decision making and policy implementation and thus in the case of state-led development, the 

military is deeply embedded in economic institutions and planning. 

 In contrast to state-led development, military-industrial development has different aims. 

This type of economic activity is focused on improving and enlarging the sectors of industry and 

production that are affiliated with the military, rather than with the goal of improving the state’s 

economic development as a whole. When the armed forces are involved in the military-industrial 

complex, the institution is involved in arms manufacturing and trade, military research and 

development, and the procurement and manufacturing of military machinery (aircraft, ships, etc.). 
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This type of economic involvement, while benefiting the state’s rate of economic growth and the 

country’s GDP, involves private-public partnerships and directly benefits the military as an 

institution.  

 The third type of military economic activity is private enterprise. Military private 

enterprise includes businesses, financial investments, holding companies, private pension funds, 

and other profit-making activities that provide revenue to the military, its leaders, and ordinary 

officers. This type of economic activity does not utilize state institutions or benefit the state as a 

whole, in contrast to state-led or military-industrial economic types. Of note, in comparison with 

the first category of economic activity, in which the military’s activities are designed to benefit 

the state, these latter two types of activity share the similar goal of strengthening the military 

institutions independent of the state. They represent two different means of achieving this end, 

however, with important implications for post-transition military reform. 

Criteria for DCAF 

 The Geneva Centre for the Democratic Control of the Armed Forces, in coordination with 

the European Union, the OSCE, the United Nations, NATO, and ECOWAS, has developed standard 

measures and compiled best practices associated with security sector reform and DCAF. We 

employ the Geneva Centre’s guidelines for evaluating the extent of DCAF reforms implemented 

after a regime transition (“Democratic Control of the Armed Forces” 2008).  

Political Reforms 

(a) Civilian control of military mission, budget, procurement, and policy (henceforth “civilian 

control”) 

(b) Democratic governance of the military, whereby the armed forces are accountable to or 

overseen by legislative and judicial institutions (henceforth “democratic governance”) 
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(c) No involvement in domestic politics, whereby the military does not interfere in or inject itself 

into civilian politics and remains neutral (henceforth “political neutrality”) 

(d) Ideological neutrality, whereby the military does not support or advocate on behalf of any 

specific political, economic, or social ideology (henceforth “ideological neutrality”) 

Economic Reforms 

(e) Minimal economic role in national economy, whereby the military’s loyalty to civilian 

leadership and the interests of the state are not compromised and whereby the military does not 

“lead to disproportionate competition or influence with the civilian industrial sector” 

(“Democratic Control of the Armed Forces” 2008, 2). 

 Using these criteria as a baseline, “high” levels of DCAF reform would entail that all or 

nearly all of these reforms have been implemented, both political and economic; “low” levels of 

DCAF reform entail that few or none of these reforms have been implemented; “moderate” 

reform entails either economic or political reform, or incomplete versions of one or the other, 

have been implemented. 

The Theory 

 Using the three classifications of economic activity and the criteria for implementation of 

DCAF provided by the Geneva Centre, we argue that the type of economic activity the military 

engages in prior to the transition gives the military different levels of economic autonomy vis-à-

vis the state. This economic autonomy, in turn, impacts both the incentives of the military to 

retain economic and political influence and the ability of civilian leaders to subordinate the 

military to civilian rule post-transition.  
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Economic Autonomy 
Pre-Transition 

Degree of DCAF Reforms 
 Low Moderate High 

High  Private Enterprise  
Moderate Military-Industrial   
Low   State-Led 

Development 
 
 Low Economic Autonomy: Where the military as an institution assumed broad state-

building economic functions with the goal of national development, the military itself is closely 

tied to state institutions and policies and, as such, military economic autonomy remains low. As a 

result, (1) the military has less incentive to maintain political influence post-transition because it 

has not become institutionally enriched through the state-led economic development and 

therefore does not have investments to protect; and (2) civilian leaders are more successful in 

identifying and taking control of the economic projects and institutions that the military had 

previously spearheaded.  

 High Economic Autonomy: Where the military engaged in self-financing private 

enterprise prior to transition, the institution gains a high degree of economic autonomy as these 

activities are completely separate from the state and solely benefit the military. Post-transition, 

(1) the military is less incentivized to maintain formal political influence as its economic 

interests are insulated from civilian politics, and (2) civilian leaders have great difficulty in 

identifying and appropriating these enterprises. As a result of its economic ties at different levels 

of society, however, the military is able to retain informal political influence, but its formal 

political powers are removed. 

 Moderate Economic Autonomy: Where the military engaged in narrower interventions in 

the state economy primarily for military ends, investing in the military-industrial complex, the 

military gains a degree of economic autonomy and empowerment as the institution benefits 

directly from these activities. However, at the same time, it is still linked to the policies and 
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institutions of the state, as its activities are ostensibly for state security. As a result, (1) the 

military is highly incentivized to retain formal political influence, at least in the realm of military 

policy, procurement and budget, as its economic wellbeing cannot be delinked from the state, 

and (2) civilians will be able to identify economic institutions that should be brought under 

civilian control but are politically less able to implement DCAF reforms and subordinate the 

military completely to democratic rule.  

Economic 
Activity Type 

Pre-Transition 

Military 
Economic 

Autonomy Pre-
Transition  

 
  

 

DCAF Reforms Post-
Transition 

State-led Low Political & economic 
subordination 

Military-
Industrial 

Moderate Neither complete political nor 
economic subordination 

Private Enterprise High Political subordination 
 
 In summary, we identify three classes of economic activity in which militaries engage 

during authoritarian rule: state-led economic development, military-industrial activities, and 

private enterprise, each of which give the military different degrees of economic autonomy vis-à-

vis civilian actors. These different activities feed into the transition and influence the incentives 

and capabilities of both civilian and military actors at this juncture. These incentives and 

capabilities, in turn, affect the degree to which the military is subordinated to democratic rule.  

Three observable implications follow from our argument: 

1) Where the armed forces are engaged in state-building economic activities prior to transition, 

civilian leaders will implement high levels of DCAF reforms post-transition and the military will 

neither attempt nor succeed in retaining economic autonomy or institutionalized political 

influence vis-à-vis civilian actors. 

2) Where the armed forces are engaged in military-industrial economic activities prior to 
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transition, civilian leaders will at most be able to implement limited levels of DCAF reforms and 

the military will contest civilian control over sectors related to the military-industrial complex. 

As a result of this contestation, the military will retain economic autonomy over military-

industrial activities and will fight to retain a degree of political influence. Prior to the transition, 

we would also expect to see instances in which the military siphoned profits or privileges away 

from the state, while ostensibly acting as the state’s partner in military-industrial development.  

3) Where armed forces are engaged in private enterprise activities prior to transition, we should 

observe the military being more willing to cede formal political prerogatives but successfully 

contesting attempts to control their economic activities. As a result of maintaining economic 

autonomy, we should see the military exercising a degree of informal political influence. 

Case Selection and Methods   

The universe of cases for this paper comprises all pacted transitions from military 

authoritarian rule. We include in the definition of military authoritarian regimes cases of rule by 

the military-as-government (often comprising small, independent groups of military officers) and 

the military as an institution, given the predominant role of the armed forces in both. In terms of 

case selection within this universe, we choose to exclude countries that have had, or continue to 

experience, persistent episodes of civil or inter-state war due to the role of the armed forces in 

these conflicts and the expected intertwined nature of military and political policy during these 

periods of time. The three cases that we have selected for in-depth analysis provide variation on 

both the independent variable (type of economic activity) and dependent variable (degree of 

DCAF reforms) as recommended by King, Keohane and Verba (1994). In addition, each case 

varies in terms of the time of transition, and the country’s geographic location. The following 
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section provides carefully traced historical accounts of military economic activities, regime 

transitions, and subsequent DCAF reforms in South Korea, Indonesia, and Brazil.  

 

Type of Economic 
Activity 

Degree of DCAF Reforms 
Neither Political or 

Economic 
Subordination 

(Low) 

Political 
Subordination 

(Moderate) 

Political and 
Economic 

Subordination 
(High) 

Private Enterprise  Indonesia  
Military-Industrial Brazil   
State-Led 
Development   South Korea 

 
4. CASE ANALYSIS 

SOUTH KOREA 

 In 1961 General Park Chung-hee led a military coup in South Korea overthrowing the 

incumbent democratic government. The military ruled indirectly through General Park until his 

assassination on October 26 1979 (Kim 2012). General Chun Doo-hwan assumed power until 

1987, when his predecessor General Roh Tae-woo began the process of democratization. The 

transition from authoritarian rule was deemed complete in December 1992 upon the election of 

Kim Young-sam, the first civilian president since the coup of 1961 (Lee 2007). 

State-led Development 

The military in South Korea, under the leadership of General Park, was intricately 

intertwined with national economic development. Park assumed power with the strong belief that 

economic growth and development was a means to achieve national security, legitimize his rule, 

and protect South Korea from undue foreign influence (Cotton 1998). To achieve this end, 

General Park embarked upon a series of economic reforms that centralized power in his hands. 

The government approved all bank loans, granted licenses to businesses, and provided 

preferential loans and favorable tax rates to encourage exports (Clifford 1994).  
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The South Korean military formed the centerpiece of this strategy, driving the country 

forward and laying the foundation for economic growth. In the absence of a developed business 

class, the military’s logistical and managerial experience rendered it the only institution capable 

of overseeing the economy (Clifford 1994). Conscious of the connection between industrial and 

military strength, Park and his officers coupled the national economic plan with force 

improvement programs to re-equip the armed forces. The capitalist conglomerates (chaebol) 

favored by Park were granted inducements to build up defense industries, usually involving the 

licensed production of U.S. weapons systems. The security sector more broadly was employed to 

monitor and suppress the activities of trade unions and more radical elements of society in order 

to favor capitalist employers and development. South Korea’s model of capitalist development 

was thus inseparable from the national security state (Luckham 1996). Military economic 

interests, far from being autonomous from the state, were in fact a central piece of the national 

development plan envisaged by General Park and his officers, and the military was always 

deeply embedded in economic institutions and planning. 

Democratic Transition 

 The rapid economic growth experienced by South Korea during the 1970s and 80s 

created an economy that ultimately proved too complex to be managed by the directive rule of 

the military-authoritarian regime. Increased societal wealth empowered the business elite at the 

expense of the authority of the state. A growing and lively civil society emerged alongside this 

business elite with aspirations for greater liberalization and democratic rule (Luckham 1996). A 

series of liberalization measures in the early 1980s under the leadership of Chun Doo-hwan 

further mobilized the population around calls for democratization (Kim 1997). By the mid-1980s 

it was apparent that changes needed to be made in order to salvage the legitimacy of the military 
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regime. Attempts to appease civil society and the political opposition through semi-competitive 

elections in 1985 failed, however, and generated additional pressures for free and fair 

presidential elections in December 1987. Faced with the choice of continued repression or 

political concessions, the military chose the latter, and in June 1987 South Korea began the 

process of democratic transition (Croissant 2004). President, and former military general, Roh 

Tae-woo, ruled during the transition period from 1987 through 1992. In 1992, South Korea 

elected Kim Young-sam the country’s first non-military president since 1961 (Lee 2007). 

Economic and Political Reforms 

 President Roh initiated some military reforms upon taking office in 1987, but the greatest 

effort to bring the military and security establishments under civilian control was made by the 

Kim Young-sam administration, beginning in 1992. In many ways, the economic reforms of the 

military were easier than the political since there was little that needed to change. The South 

Korean military’s economic involvement in the state had been part of a broader national 

development plan, and as such the institution itself had not developed autonomous economic 

interests separate from the state. As a result, when the military-authoritarian regime transferred 

power to the civilian government, the new government took with it control over the economic 

activities of the military. The military budget quickly came under review, and spending was cut 

from 33 percent of the national budget in 1987 to 25.3 percent by 1992 (Nahm and Hoare 2004). 

In fact a major public debate developed over proposed increases in military spending in 1991, 

prompting calls for further defense budget cuts from opposition parties, reform groups, and 

Korean industry leaders. The position of the industry leaders in particular revealed the severe 

decline in business support for the military (Luckham 1996). Aside from disagreements over 
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spending, however, the civilian leadership assumed control over the military budget along with 

the rest of its duties. 

 More reform was required in the political realm due to the prior role of the military in 

governing the state. Again, however, the military was brought under civilian control relatively 

quickly and without much resistance. In 1990 the previously autonomous armed services were 

placed under an Armed Forces Chief of Staff responsible to the Minister Defense, thereby 

ensuring that the military was accountable to civilian oversight. Promotion procedures were 

reformed to include an emphasis on professionalism and merit and to diminish any role for 

political manipulation (Luckham 1996). Upon election in 1992, President Kim Young-sam 

appointed a junior Major General as his Defense Minister and replaced the Army Chief of Staff 

with an officer who had no ties to the elite faction of the Korean Military Academy – a group 

known for its prior involvement in politics. He also discharged ten navy admirals and air force 

generals for allegedly accepting bribes for the promotion of junior officers (Kim 2007). Kim 

took further measures to downgrade the influence of the military’s intelligence division. The unit 

was placed under the authority and oversight of the Ministry of Defense, a low-ranking officer 

was appointed to head the division, and it was stripped of all powers unrelated to military affairs 

(Kim 2007).  

Finally, in addition to cleansing the security apparatus of former regime elite and firmly 

subordinating the military to civilian rule, President Kim launched a “Campaign to Rectify the 

Authoritarian Past,” targeting the old ruling triad of generals, politicians and businessmen. As 

part of this campaign, Kim Young-sam ordered the prosecution of former leaders Chun Doo-

hwan, Roh Tae-woo, the generals involved in the 1979 coup, and the Kwangju massacre of 1980, 

resulting in sentences of three to five years in prison (Croissant 2004). As one commentator 
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notes, “compared to other countries, where intense military resistance blocked human rights 

initiatives, South Korea offers and extraordinary case of the successful investigation of the 

military’s human rights violations” (Kim 2012).  

In summary, the South Korean civilian leaders were highly successful in subordinating 

the military to democratic rule, both politically and economically, and faced little resistance in 

doing so. This degree of reform is perhaps even more remarkable given the extent of the South 

Korean military’s involvement in the state prior to the democratic transition.  

INDONESIA  

 In 1998, Suharto’s 31 year regime came to an end after widespread popular 

demonstrations against economic difficulties caused by the Asian economic crisis. The 

Indonesian National Military (TNI) had been central to Suharto’s so-called New Order era, 

providing the coercive backing necessary to maintain his rule, as well as filling key positions in 

the Cabinet, parliament, local government, judiciary, and state enterprises (“Indonesia: Keeping 

the Military Under Control” 2000). The military played a “dual function” role in Indonesian 

society, enabling it to intervene in both military and socio-economic spheres. During Suharto’s 

rule, the military was responsible for numerous acts of brutality and human rights violations 

(“Indonesia: Keeping the Military Under Control” 2000).  

Military Private Enterprise 

 The TNI became extensively involved, including economically, in Indonesian society as 

early as the 1950s when anti-Dutch demonstrations in 1957 led to the imposition of martial law. 

During this juncture, the TNI expropriated Dutch-owned companies, which “became virtual 

sources of self-enrichment” (Hendra 2007, 118). The TNI quickly realized the utility of this 

extra-budgetary funding as the state of military housing, equipment, infrastructure and uniforms 
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was inadequate and run down (Hendra 2007). This foray into autonomous economic activity was 

a natural consequence of the military’s territorial command structure in the 1950s, whereby 

semi-autonomous branches of the military acted as guerrilla units from the village to the national 

level, “carrying out and controlling military operations and carrying out government functions 

within their areas” (Widjojo 2007, 140). Using private enterprises to self-finance was therefore a 

natural extension of this territorial governance and military command structure.  

 The TNI expanded its private enterprise to create holding companies, private banks (such 

as the Bank Dharma Ekonomi), charities, trucking businesses, farms, and companies selling 

commercial products (Hendra 2007). In many cases, military units used military trucks and 

infrastructure to manage these operations, despite the fact that the profits flowed directly to the 

military as an institution, rather than to the state. This web of businesses grew during the 1960s, 

until the TNI took control of the state oil industry, Pertamina. However, mismanagement of 

Pertamina and the economic collateral damage to the Indonesian national economy, led President 

Suharto to issue Government regulation No. 6/1984, which prohibited the military from engaging 

in business activities (Hendra 2007). Rather than ceasing commercial activities, however, the 

TNI simply lost the right to manage state economic institutions and shifted its focus to widening 

its private commercial enterprises. By the time of Suharto’s resignation in 1998, the TNI had 

extensive holding companies in natural resources, finance and industry, companies involved in 

manufacturing, housing, construction, and shipping, and foundations that managed fisheries, 

logging, petrol stations, land leases and naval technology (Hendra 2007). Although active duty 

military personnel were not always direct owners of these enterprises, retired military officers 

and their families always were (Hendra 2007). In addition to commercial and holding companies, 

the TNI rented itself out as security guards to other private companies and leased state-owned 
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land to private actors at a profit (“Unkept Promise: Failure to End Military Business in Indonesia” 

2010).  

Democratic Transition 

 As the country was wracked with increasingly destabilizing mass demonstrations against 

the effects of the Asian economic crisis, reformers within the military, specifically Commander 

General of the Armed Forces, Wiranto, and Chief of Staff of Socio-Political Affairs Susilo 

Bambang Yudhonyono, decided in April 1998 that President Suharto should resign (Mietzner 

2006). His vice-president B.J. Habibie succeeded Suharto and, almost immediately, a number of 

measures were taken to reduce the TNI’s political role, with the agreement of General Wiranto. 

The country’s first free Presidential elections were held in 1999, which were won by 

Abdurrahman Wahid, who proceeded to implement a number of reforms to subordinate the 

military to democratic rule. General Wiranto, in exchange for accepting significant changes in 

the military’s formal political powers, detailed below, was allowed significant input into the 

shape of military reform. As a result, he and his reformers conceded to political reforms but left 

two major areas of military economic interests intact: military private enterprises and the 

territorial command structure, which is part-and-parcel of the TNI’s economic autonomy 

(Mietzner 2006). 

Economic and Political Outcomes 

 From President Habibie’s term onward, significant strides were made to subordinate the 

military to civilian democratic control, complemented by simultaneous measures taken by 

General Wiranto and other military leaders. First, in 1999, the TNI voluntarily separated itself 

from politics through a number of measures (“Indonesia: Keeping the Military Under Control” 

2000). It formally separated from the ruling Golkar party, which it had supported throughout 
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Suharto’s rule, and General Wiranto specifically instructed the military not to intervene in the 

general electoral campaign in 1999 (Anggoro 2007; “Indonesia: Keeping the Military Under 

Control” 2000). In 1999, General Wiranto handed the position of Minister of Defense to a 

civilian, decided that active-duty military personnel were no longer permitted to hold positions in 

civilian bureaucratic posts, and reduced the number of military officers in the legislature from 75 

to 38 (“Indonesia: Keeping the Military Under Control” 2000). In 2000, the TNI renounced its 

“dual function” role and publicly committed itself to external defense, rather than internal 

security.   

 A number of laws were passed to ensure civilian control and democratic governance. 

Law No. 3/2002 created a Department of Defense, which controls defense policy, international 

cooperation, military budgeting, procurement, recruitment, and management of resources 

(Anggoro 2007). Law No. 34/2004 on the role of the TNI declared that the TNI’s mission is for 

external defense, not internal security and cemented General Wiranto’s 1999 decision, which 

prohibited active-duty military from being a member of a political party or engaging in other 

political activity (Suripito 2007; Hendra 2007). Some have argued that despite these steps, there 

is still leeway that could permit the TNI to intervene directly in politics; even though the Defense 

Minister is a civilian, he and the Commander of the TNI are both in the Cabinet and therefore are 

technically equals (Anggoro 2007). Similarly, the TNI has been largely successful in resisting 

government attempts to try senior military commanders for human rights abuses, even though 

junior officers have been tried and found guilty (“Indonesia: Keeping the Military Under Control” 

2000). All in all, however, the TNI has shown a willingness to subordinate itself to civilian and 

democratic governance and withdraw from formal political influence since Suharto’s resignation. 

 In contrast to the gains made in the political control of the TNI — and the military’s 
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willingness to implement those reforms — the TNI has succeeded in blocking reforms intended 

to end the institution’s economic autonomy.  Notably absent from the reforms that General 

Wiranto implemented during the transition period were steps to curtail or end the TNI’s practice 

of self-financing through off-budget private enterprises. Civilian leaders attempted to end the 

military’s involvement in business through Article 2d of Law No. 34/2004, which states that a 

“professional” army is not one that is involved in business activities and prohibits soldiers from 

engaging in such activities (Hendra 2007; Marbun & Shihab 2007). Article 7b of the same law 

states that, by 2009, the Indonesian government must expropriate all of the TNI’s business 

holdings (Marbun & Shihab 2007). However, the Oversight Team in charge of these efforts is 

comprised of military personnel (“Unkept Promise: Failure to End Military Business in 

Indonesia” 2010) and it took until 2006 simply to conduct a preliminary inventory of TNI 

businesses and to attempt to verify this data. Even after doing so the information was contested, 

with different numbers cited by different bodies (Hendra 2007); at the same time, the Freedom of 

Information legislation is incomplete, leaving legislatures no way to obtain further information 

(Sukadis 2007). As of 2010, the Indonesian government still had not publicized a comprehensive 

list of military economic enterprises, their value, or their owners (“Unkept Promise: Failure to 

End Military Business in Indonesia” 2010). As a result, civil society organizations, the 

legislature, and journalists have found it nearly impossible to attempt to monitor the work of the 

Oversight Team or to gain insight into the full scope and effects of military businesses. 

Incomplete information, however, indicates that the military, at the end of 2007, still had “23 

foundations and over 1,000 cooperatives, including ownership of 55 companies, as well as leases 

on thousands of government properties and buildings” (Unkept Promise: Failure to End Military 

Business in Indonesia” 2010, 10). 
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 This economic autonomy and lack of oversight has multiple damaging consequences for 

the quality and scope of DCAF in Indonesia. First, the military retains significant economic 

autonomy without effective civilian oversight. Second, the military, through its territorial 

command structure and thousands of local businesses, is able to maintain informal political 

influence at the local level. This informal influence is, of course, outside the scrutiny of elected 

officials. Third, the military’s private enterprises create a serious conflict of interest for the 

institution; its primary mission is national service in the form of external defense of state and yet 

it is simultaneously engaging in profit-seeking private ventures that put it at odds with human 

rights regulations and the confidence of its citizens. “It is an open secret that that managers of 

mines, plantations and industrial enterprises often 'hire out' soldiers to protect the premises of 

commercial enterprises, including brothels, gambling casinos and nightclubs" (“Indonesia: 

Keeping the Military Under Control” 2000, 23). As a result of these activities, there have been 

numerous incidents in which the TNI, wearing the hat of private security contractor, has stolen 

village land to then lease for profit and shot dead civilians that have protested outside the 

businesses that had hired the military as security-providers (“Unkept Promise: Failure to End 

Military Business in Indonesia” 2010).  

 In conclusion, and in contrast to South Korea, while the military has willingly 

subordinated itself to civilian oversight and democratic control in the political realm by ceding 

formal political powers, it has succeeded in retaining economic autonomy informal political 

influence through its vast network of private enterprises that it developed under the Suharto 

regime.  

BRAZIL 

 Brazil has been plagued by a history of military intervention, most recently the coup of 
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1964 that ushered in a 19-year military authoritarian regime. Between 1974 and 1985, significant 

political liberalization took place under the supervision of Generals Ernesto Geisel and João 

Figueiredo (Munk & Leff 1997), leading to the handover to civilian rule in 1985. 

Military-Industrial Development 

 During the military’s tenure in power, the government embarked on an initiative geared 

toward providing the Brazilian military with technological autonomy while simultaneously 

providing the state with a source of economic expansion; “military-technological capabilities 

came to be viewed as an important part of a broader quest for technological autonomy...the same 

technology-intensive sectors that the Armed Forces valued for their military applications came 

be to be seen by the regime's economic planners as components in the drive to promote 

industrialization, economic expansion, and export-led growth" (Conca 1992, 145). As a result, 

Brazil developed one of the most extensive and productive military-industrial sectors in the 

world (Stepan 1988).  

 Between 1964 and 1967, the military-dominated National Security Council partnered 

with private-sector actors to develop a state-subsidized arms industry; the Air Force created the 

EMBRAER industrial firm to manufacture aircraft for military and commercial use (Stepan 

1988); the Army developed armored personnel, light tank, and rocket launcher production 

capabilities (Conca 1992); and the navy, in partnership with private shipbuilders, created a 

shipbuilding industry. These production industries were paired with military-sponsored research-

and-development institutions for each branch of the armed services (Conca 1992). While in 1970, 

Brazil had no arms industry to speak of, by the mid-1980s it ranked the fifth in world arms 

exports (Stepan 1988). Despite its partnerships with the private sector and state institutions, the 

military cultivated extensive influence over the military-industrial sector. It developed parallel 
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channels and programs through which to siphon funds and provide itself with enhanced 

autonomy over critical industries, separate from initiatives more closely linked to the state 

(Conca 1992, 146). 

Democratic Transition 

 After significant liberalization in the late 1970s, Brazil’s first democratic government was 

elected in 1985. The remainder of the transition unfolded slowly, with legislative elections in 

1986, a new constitution in 1988, and direct presidential elections in 1989 (Hunter 1995; Conca 

1992; Munck & Leff 1997). During the period of the transition, the military pre-emptively 

reorganized the military-industrial sector to ensure it had more economic autonomy, intervened 

repeatedly to influence the contents of the new constitution, prevented the creation of a civilian 

Ministry of Defense, retained military personnel in the Cabinet, and maintained control of its key 

economic interests (Conca 1992; Stepan 1988). These measures ensured continued economic 

autonomy and political influence for the military post-transition. 

Economic and Political Outcomes 

 Despite the return to civilian rule in 1985, Brazil’s military retained significant economic 

and political prerogatives that have limited the extent of DCAF reforms. Economically, the 

military retained its directive role and deep involvement in the military-industrial sector. Rather 

than civilians overseeing arms production, weapons system industries, and defense R&D, the 

armed forces retained control of these sectors. Only when external shocks occurred — changes 

in the global political economy in the mid-to-late 1980s that reduced demand for arms trade — 

did the military agree to privatization of certain industries; however, even in these cases, retired 

military personnel held positions of authority on the boards of these private companies (Conca 

1992). In addition to the military’s strong institutional interest in maintaining control of these 
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sectors, civilian politicians tasked with appropriating control over these industries found the task 

logistically challenging; “many of the programs dealing with military technology are so closely 

linked to seemingly legitimate scientific and/or commercial activities that disaggregation is 

extremely difficult" (Conca 1992, 163). 

 This continued control over economic industries and the resulting economic autonomy 

the military possessed has given the military continued political influence and eroded the ability 

of civilian leaders to establish democratic oversight of the armed forces (Conca 1992; Zaverucha 

2005). Regarding DCAF criterion of democratic governance, the military has repeatedly blocked 

attempts by the Brazilian Congress to supervise and audit the defense sector, or even to request 

information about defense initiatives (Stepan 1988; Conca 1992). Regarding the DCAF criterion 

of civilian control, the military has retained autonomy in defense policy and planning (Stepan 

1988), defense organization, training, recruitment and doctrine (Hunter 1995, 440). The military 

has also evaded civilian budgetary control: the military has routinely obtained undisclosed funds 

from Brazilian presidents, and “the military's nuclear R&D programs also received an unknown 

amount of off-budget funding -- including funds channeled through secret bank accounts, a 

practice begun in the early 1980s" (Conca 1992, 154). While the military finally permitted a 

civilian Ministry of Defense in 1999, it did so under the guarantee that the minister would “reign 

but not govern” (Zaverucha 2005, 3). 

 Regarding the DCAF criterion of non-interference in politics, the military forcefully 

retained the right, through the 1988 Constitution, to maintain internal law-and-order, interfered 

in a range of domestic and foreign policies and succeeded in creating a new autonomous agency, 

the Secretariat of National Defense, when the prior National Security Council was dissolved by 

civilian leaders in an attempt to exert control over the armed forces (Conca 1992; Stepan 1988; 
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Zaverucha 2005). In short, civilian leaders have been unsuccessful in subordinating the armed 

forces to political or economic oversight and control post-transition (Zaverucha 2005, Hunter 

1995). 

5.  ALTERNATIVE EXPLANATIONS 

 There are a number of alternative explanations for the observed variation in DCAF 

reform. First, the established literature would argue that the balance of power between the 

civilian and military leaders at the point of transition determines the degree of DCAF reform 

post-transition. There is some credence to this argument, but as it stands this literature 

underspecifies the concept of “power” and provides few mechanisms linking relative power 

balances pre-transition to post-transition outcomes. For example, Indonesia and Brazil both had 

relatively “strong” and cohesive militaries leading up to the transition, and yet we observe very 

different outcomes in terms of the concessions made and interests protected. Moreover, the lack 

of causal mechanisms in the literature have failed to consider the possibility that the economic 

policies undertaken by the military might be the very force driving relative power positions and 

interests at the point of transition. The weakened position of the South Korean military in 1987, 

for example, might well be explained by its expansive economic involvement in the process of 

state building. Therefore while we do not negate the importance of power per se leading up to 

democratic transitions, the traditional assumptions of the literature are underspecified and fail to 

explain existing empirical variation. 

Second, levels of repression in society might impact the depth of reform that can be 

undertaken by the new civilian regime. Higher level of repressions undertaken by the military 

under the previous authoritarian regime could discredit the institution to such an extent that 

reform is necessary in order for the institution to reclaim any legitimacy and be able to operate in 
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society. Unfortunately, however, the level of repression in society does not explain variations in 

the degree of DCAF that we observe across the universe of cases. Repression was high in 

Indonesia under the Suharto regime, and yet while political reforms have been implemented the 

military continues activities that tarnish its human rights record. In South Korea, on the other 

hand, where the military employed the coercive powers of the state for the purposes of rapid 

economic development, there has been substantial political and economic reform. 

 Finally, the length of rule by the military regime is also a possible explanation for 

variations in the degree of reform post-transition, but also fails to map onto the observed 

outcomes. Here predicted outcomes could cut in both directions – extended rule could either 

empower the military to resist reform, or slowly erode the institution’s ability to do so. Neither 

explanation accounts for the pattern that we see, however. The military ruled both directly and 

indirectly in South Korea for 26 years and democratic reforms were largely successful. 

Conversely in Brazil, where the military ruled for only 19 years, fewer reforms have been 

implemented. The longer military rule, therefore, did not empower the South Korean military to 

resist reform. At the same time, the Indonesia military ruled for 31 years and while some 

political reforms have been successfully implemented, it has retained significant economic 

powers. This indicates that the length of military rule has not diminished the power of the 

Indonesian military to resist reform. 

6. CONCLUSIONS 

Our empirical analysis has established that the economic activities undertaken by the 

military during authoritarian rule can have important implications for the degree of political 

influence the institution retains in post-transition politics. Indeed, varying military economic 

interests shape incentives and capabilities at the point of transition with crucial implications for 
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the prospects of democratic consolidation. While we do not claim that economic factors explain 

all outcomes of democratic transition processes – the strength of civil society, international 

factors, and the timing of elections are certainly important – military economic activity is a 

crucial explanatory variable that has so far been overlooked in the literature on pacted 

transitions, civil-military relations, and democratic consolidation.  

This paper fills this gap left in the literature and unpacks the black box of military power 

at the point of transitions. We demonstrate that it is not only the power of the military relative to 

civilian elites that is important; it is the type of power held by the military that is crucial to 

understanding the success of attempts to implement DCAF reforms. The lack of scholarship on 

the economic role of the military is an important oversight in this regard. The military is 

traditionally viewed as the coercive backbone of the state and is seen as powerful because of this. 

Few studies have highlighted the military as an economic actor, and fewer still have looked at 

the wedding of coercive and military power in the context of transitions. The fusion of these two 

types of power may become more frequent or more dangerous in the current neoliberal era, 

where fewer regulations exist to curb economic investments, capital can be easily moved, and so 

forth. 

One key implication of our findings is that the DCAF requirement that the military not be 

involved in business/economic enterprises that compete with private or state commercial activity 

might not be sufficient for democratic consolidation. The model of Indonesia, for example, may 

satisfy DCAF specifications, but the military still has managed to retain significant informal 

influence and incentives that run counter to the general wellbeing of the state as a result of their 

private economic enterprises. This begs the question of whether the current DCAF regulations 

have gone far enough in examining the economic role of militaries in transitional contexts. 
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One question for future research that this paper raises is why different militaries 

undertake such different economic activities during authoritarian rule. While there are many 

factors that contribute to explaining this variation, one unexplored possibility is that the type of 

military regime impacts the nature of economic policies they implement. Military-as-

governments, such as those in South Korea and Chile, may be more interested in state-

development initiatives whether through private or public means. Regimes ruled by militaries-as-

institutions, however, such as Brazil and Indonesia, might be interested solely in the military’s 

own private economic wellbeing independent of the state and engage in economic activities that 

achieve this narrower goal. How the military sees its role in society, in other words, may well 

influence the economic choices that the institution makes, with important implications for 

democratic reform post-transition.  
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