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In(lon,~sia I s ~"1alaysian tae tics ~ave undl~l'eO£1e a substantial refll~ement during :he last fei·n'fJeks su'geestine that confronto.ti,)Q in the 0eonoMj,c field- Hill probably cO!1tinw~ to be the "orlmar~rTl means of im,oler:l·:?l1tJ.nE tn'3 II ~A' 1" l~ ~ ..... ' . tn, d l"-t 
cr'dsil j·-.'llny,3_ tl po ICY For some mon0ilS. .Lne eve. o p . .12: J.l is associ:=ttBu ","-J tIl ,'l rreat.::lr realism about the adverse e(~ono:1ic i:n,')act on Irii.onesia of the breach of econDr:1ic r\~1~ti0t1;:; 'dit?l ~'ial.qysia. There ar~ears also to be more a':!areness th~i.t the strug~le v!ill he long and thJ.:', if it is to be >.\r()cl, Indonesia·must tal<:e effective t'l8c\'Sl)r2S to Q!'8vent the ocono;ny frOllJ deteriDratinr, shaI')l~r. Once a~~(lin, turn'; h2; n'?:cessi ty to advant!.-1~e, the Ind?ni-~.s~ 5lhS 3..n!)?:)~r to be usj ng this !1ause to persuacl.f'; t.i10 Jnitcd 8t~tes to r!1J_in:-:~.i.n r1~ -r~lC'l.n neutrality 1.:1 trl<2 dispute and, o'Jri1:ul,s, to trli1.k a::;o.:Ln a'rJOl1t th'3 0!'OS and Cr)"lS of 'SU~)01yil1~: ac"iditional 2conot::Jic assistance. \·,rl·:dch t,! Of). lr1 1181,1'> wjth tho no"! acute balance of paymf~Ilts orohlem. Coincjdent 1 . .,rith·this atte~rpt to influence the tJ:::.::..ted 0t~3.t.'")s -there hl sheen a noticeabl e thm'ri:lS in I!lc1one 31 :In/ Au,s tI'Qli 3.n 1'8 l.'l t:~ ons. However, United Eingdom/IndoQt~ si an r~l<t tiorIS remain' as stoney as before. Th8S0 trends seem likely to continue for several months unless some nC1.,.1 f~ctor arises ''Ihieh causes the President to react. ",1th excessive emotion. 

2. Tuo significant developments (our Savingram ::0. 8+), '.'Thicl1 have a considerable bearine on this chal1E;6 of emphasis, are additions to the Cabinet and a major policy statement by Subandrio to the Indonesian Parlia­ment outlining the Government I s economic policy. 

3. The incluSion in the Cabinet of Oei Tjoet Tat and Achmad Astra1!:inata as f~inister of State att?cched to the Presidiul?l and Hinister of Justice respectively, has brough"';; distinctly nearer the day "hen the PIG is officially in the Government. "'Jhile neithe1' of these men are offic:luls of the ?KI, both hav~ extreme left IJ-';1ekc;rou!1ds and cOllld be PIG secr(~t members, 'particularly AstraFina ta. Doth ar'~ ambi tiOI.1S and o~Qortunists and in practice, are not likely to behave very differentlY from Party m;~rnbers. ~·;hile. this is not a trasakom Cabinet in the sense that oublicly ltnol-rn PKr memllers or officials have bp.en given l'liflisterJal re­sponsibility, at 'a minimum PIa i{1~luence in the machinery of the [,;overnnent has been facili tnted. Neithor Oei nnr Astro.wina ta have major pOl'tfolios. HOHev~~r, if Oei at t9nds Presidiur::J mcetj DEs h'3 ' .. rill certainly be an bXcell'3nt s?,.~rce of lntelli,!3'?L1ce for PAHTI:JDO and, through it, the Ph.!... ;lstrmvin.?ta 1,{1l1 be able to control the judiciary Clnd to a~ra:l(~e p~.'iorities for the. p~osecutiol1 or co:"rupt:i.on cases. ...f ne wanted to, he could seriously.cmha1:·p:.?ss Ul'2 
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6 A further consideration, which ~ay h~va been d~Ci~lvA in the ?rasidant's timinz~ W~lS his estimate of the im;act ~f the additions o!l~United StA.tes policy. I h,,';e ool.nted out before that Indongsla O'.'les its intel'­n'ltional successes to its skilful exploitation of ~merican fear of do Corrunut)ist Indonesia. By these 'r arJdi tions th0 President is discreetly "lal'ning the Oni ted Sta tes th" tit '"ould be u:1realistic for it to as sume that if it cuts itself off from him he Hill. not hesitate to co-o:Jerate ooenly ",ith the PKI. (Thj s a~proach is nic.,ly comole~ented by statements l1ite l';asu ti,;~In Paris that if neC-3ssarv Indonesia ':1111 turn to the Uu0R for the arr.Js tl1"t it" ""eds.) Any disposHion on the "art of th~ U:1it~d States to assume com;Jla~ently tbat the Army ~,.rill ste.o in to ~revent such a develo9ment is taken care of by ~he .:i.rmy' s a?~eO~1nce \ to date of tI;e ser~9s of snubs belng meted out to ~t. "t the Silme tune Su,carno has not yet "dmit ted the PKI to a formal sh~re of PN7er. Thus there is Ii ttle risk that the Uni ted States ,-,ill turn agaJnst Indonesia. 
7. The United States may thin~ that it has successfully employed a "carrot and stick!! approach to'.,ards Indo'1,"sia. Unquestionably, the latter has made aff~ctive lIse 1"rith the Uni ted States of a IIvelvet "'love, mailed fist!! approach. A. fe,,, days after the Bah:i nl~t ahe.nees ,,,ere annoull';ed Subandrio s1i ooed on the velvet glove. In a major Dolicy address of characteristic poli tical subtlety. he ex~l;:tined trlat the Government I s economic stabilization plan of 26th >!ay had been based on the aSSlllllDti on that large scale forsi gn aid, vTould be forthcoming anrf vlould nO"T have to be chane;ed because the aid ,."as not given. In thi S context the United Sta te$ ~ ,·tas not r,~ferred to and there 1-!as no direct im'-11ication that the United States ,,,.as being crit1ciz$d. Since r.Joderate Indonesian leaders have in private been very critical of United States "broken promises" and a public flaying of the United States \·rould have bl'oueht con­Siderable internal oolitical ben8fi t to the regime Subandrio I s restraint "las clearly calculated. An:) as such, it has been noted by the American Embassy. 

8. Subandrio I s address (the text is being for-'-larded seoarately) also created th9 imaression that Indonesia ~ might be looking for' a Fay out of the l':a laysia impasse. He did this not by minimizing the "crush Halays1a rl policy but by emphasing the primary importance in tht3 Government's thinking of solvi uS econ.)mic problems for their O'dn Sal{0. Hhile he did not say t~.e.t the confrontatio!1 policy "lOuld continue to be exerted ori­marily in the economic field he left that imoressi~n. Foreign obsorvers Here seemingly expected to· come to the conclusion tbat for domestic political reo.sons the reeime \\'o111d have to continu':~ economic confrontation (Hhich in any case v.'as not unreoso:1able having regard to orevious eCOilomtc exploitation hy ?·1alays5.an Chinese of Ind onesia) but that the Govern.rnent had revi sed its priori ties and \:;ould nO\·; be doing Hhat He thQught it should, r1..:1.!J1cly L'3t on Hith solvjnG its 'oconordc .')roblaDls. 
~!. , 

I' 
;,lese, nOH~v'~l', could be over'come by ndrmesiJ. its,~Ii·. ;h3 s!)eech ',.;as 9urportec11y abo~,l-t. ho\-,1 thJs \Oiolild b:'! c.:):-".? • • 100vever, other thcd1 showing greater .J.{areness of :,h~ I'::XV.,.;-,t of Indonesic:'s problems it wRs·lj·reely a fo.111}11~lr· hote;"! potch of quasi economic and ideological jarEon. SUCll 

, . ~ , 4/ •. _ 



- --------- - -----------

Australian Archives 788 
A1838/2 
915/8A PART 5 
Asian political subjects of United nations concern - Malaysia 



~Y'obl~r:t.s. 

90 'I'ha Forei3n Of~ice neHspa~1~r, "Indo:""'.esic';.n ::·.::rnlcl!', 
has folloi,'lad U:1 3ub!'1.nirj 0 IS statement '·,rith t.hr\~r.; editorials 
on Un:Lted Stc!' t~s/IndGne sian re la ti ons ,·,hi eh exjL)i t in 
a cle.v8r, f)roh8..bly too clever, Hay $or,le of tl-.l.a unquestioned 
assumptions ur..derlyine AmE.irican policy • 

. iO. The folloHing is an outline of the argum~nt Hhicll 
\..as developed :'-

The future of South East Asia ' .. 1c;I)lc1 de:)end 
on hou Indon~sia and the United States hannle the 
oroblerlS of the reeion. Admittedly Am.·}I·j.can 
influence Has vsrr large but so Has IndoneS:i:J. r s 
becn:~se it i·ras in the forefront of the changes 
s'de'·~r>ing tnrouf.h A$ria. The reason for tl:e fai.lure 
of A0l8!'ic'ln ?01lcy in Asia (i.e. in South ViGtnarJ, 
Laos, Camhodia, Pakistan and to a lesser extent 
Ceylon, .surma) Japan) \,as that the United States 
vas "not sufflciently taking the Asl.an mind into 
consideration!1 am \Vas obsessed with bUild; ne uo 
forces oo~osed to Communist China. "Indonesia· 
stands torle..y •••••• a true bub,lark against any 
alien force or alien ideology". 

T118 Ilfr{39zj npll of AmDrj.CF.!n aid, it "laS 
stated, remjnded the Indonesians that they could 
be sure of A[!1l?I'lc811 frj.endship only if Indonesia 
"bchPlved::. TIllS Americ9.n attitude \vClS contrasted 
with the true "friel1dship shown by Indonesia for 
the United, States as demonstrated by the national 
mourninG of Y\€nn8dy's death. If the Indonesian 
people h<~d coocl uded tlla t fri8ndship Has synonymous, 
Hi th loans am grants vlhy WOll ld they rr.Qurn~ Desp i te 
the fact tlla t British pressure Has one of the causes 
of present Ameri can coolness to\'lards Indone sia , . 
Uni ted Ste.tes aid had not been irrevocably cancelled; 
"from the side of the Indonesian Government it had 
been "discounted" not "refused". 

The editor considered that the United 
States had not yet 'come to a firm verdict on the 
meri ts of the ~,1alaysia is sue. Notv.ri thstanding 
the remarks o'f a number of !,merican Senators, 
there "laS a "strong'9r school " which considered 
that the Uni ted States shOUld not be conC!erned 
about ~I!alaysia because "!'~'3.laysla ~'.ras no substitute 
~or Inc1on"sJ a as a potential stabi1i.zing factor 
In, th~ future politics or South 2:ast Asia ll • This 
SCCIOO..L Has concerned about t:·_,~ cO!1frontatj on 

polic~ bec7u,se'. it stopw::d Inclonesj a from comjng 
t? gr.L9s "Tltn lts economic rehabilitation. Tnis 
V19\v Ivas '.oJl'ong, thoueh '!,o!ortliy of sei'ious considera ~ion 
because it ,di.d not take acc aunt of the f3,cttha t C , 

one reasl)n for the establishment of I-ialays ia T.Jas 
~ r ~ ~ t' II -~ , 
,,0 pe pel.ua,,,e n'3 co1onialistic manioulntive 
stran~:l~hold lIon the .Lnd onesian econof:Jy. Indones ja 
~as actlt,1e in self -defence and v/hatev,:?r the Uni ted 
"tr,t-",s ml-h~ t'o' . 't ld .'~,,~ l b'" ll"li.\: 1 con n2ver acceot oolj~lc.1 
Gr>on mic ,.. '1' t ~ ~ \ .'l, ~ 0 or ,,11 1 nry arrangement wh~ ch o,?roetll &. t.a.d 
neo-colonialtsm in the "heart!! of the c~untry.· ~ 
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11. IrJrl"'";;:-?si0.n/UrL~ t~d :~ingdor. rI21~_ti")!1s by CO:l­
tra3t 8.1"0 '1'1 i te friEi(l. ::othinE: hAS har):v9::18cl on com­
D(:!nsatio?1 or on th0 return of 3ri tish ent;'!r~ris0s to.i·:en 
oV':~r :i n ',!ept .T3.V'1 ~nn Governr1i::nt CQT::,1i tt"?OS al'·3 bei.nc set 
un to !lac1v~.3en fOl.lr 3ritish enter'Jrises in Surabaja. 
Gilchr:ist .ts still not able to see Sub:1ndrjo. "~;'ntara" 
no'" speaks of Ilen'3 my !l i.8. Bri tish, 91anes be: n~ shot 

"dm·m ani the tone of Inn()!B5ia!1 r)roaaganda ;').$ 2. '.,1'[1018 
is offensively a!1tj_13ritj.sh. In" I)urt this nee:31ing may 
be dOD!) for lts 01:!!1 sab? but it. m1.y be intended to Slro­
vol(p. the Brj.t:sh into breal(ing off diploJ'Tl:ttic relations 
or 2.:1to t:.l~,:}n'f SDme orecioitute action '""hjch Houlr} harm 
united KinGdDm relations with the United States and, 
ger:;L1!'s also, .lustl"alja. (Apart fr£m sevel'al concrete 
manjfestat~; ons of the more cordial l.ndonestan attitude 
to l~nstr[tlia, of 1,'/hich you are aware the lIInc1on9sian 
Eerald rt h0.5 c?rried an editorial on ind:)nesian/Australian 
relations '1dhj ch explains ,1hnt the tension in relations 
betl<een the t'JO countries is primarily due. to Australia's 
understand.able difflculty in coming to terms ':Jith the 
"Indonesian revolution, "<Tlth its negation of Eurooean 
centred his tory". ) , 

12. Indonesia seems to assume th"t if the Bri tish 
can be Onl'tly Jsolated from their allies their will to 
continue the struggle wIll weaken. It is also evident 
·from unof.ficial statements made on the anniversary of the 
"indcpendence lt of "Kalitllantan Utara ll that some Indonesians 
are confident tlk1.t: glerillo. tactics Hill make the IImasslve" 
concentra tion of Bri tish forces "ineffective and inexpensive", 
and that in time Suropean troops l1ill bear the full brunt 
of the fighting. The Ind onesians are unlike ly, therefore, 
to reduce thAi r ~fforts to subvert }!alaysin and to en-
couraGe covertly the deve looment of insurgency in Sara',ak. 
They 'IOnld not regard this ~s vitiating the tacti,cal aooroach 
they are developing towards the Uni ted Stntes. The ir ,- , 
elaborate argument about confrontation being an act of 
self defence provides a rationalization of sorts. 

13. If a simil,u approach h,,(1 not been used so 
many times before it would be tempting to accept it at 
fnce value, While the American 5mbassy does not seem to 
hClvD been taken in Cor not yet, Jones being still aWlyi this 
may not be the reaction in Hn.shineton \\There American dis­
Dosition to GO on orovlding at ie~st aircraft Snares and 
PlhSo aid '''ill be strengthened. \'lh9n all is said and done 
Suk,'lrno's tactics have involved concessions to the P,U 
so that the risk that a Communist Indonesia will eventually 
emerge has been marginally increased. 

MIN. & DEPT E..A. 
MIN" & DEPT DEFENCE 23rd December, 196 
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