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. THE SECRETARY OF STATE.
" 7" WASHINGTON |

'SECRET

MEMORANDUM FOR:' THE PRESIDENT . =

FROM: ' .f' ' 'Henry A. Kissingér:

SUBJECT: . Your Visit to Indonesia

I. . PURPOSE

‘Your Jakarta visit will be a dramatic reaffirmation of

‘the significance we attach to our relations with Indonesia,

the largest and most important non-Communist Southeast Asian
state and a significant Third Worile country. In our rela-

tions with Indonesia we are seeking to move progressively

away from a donor-client relationship and from preocccupation
with aid issues toward ties that stress a broader sharing of
interests and views. - Your visit offers an excellent opportu-
nity 'to encourage a more mature dialogue with the Indonesian
leadership on issues of importance to us and less focused on

. our aid relationship.

A key mechanism er'moving this‘process forward will be

the Joint US-Indonesian Consultative Commission first agreed
upon during your Camp David meeting with Suharto on July 5.

‘We expect that a formal announcement. of the Commission's for-

mation can be made during your brief visit, which provides an

‘occasion to make the announcement under the most auspicious

¢ircumstances. We expect the Indonesians to welcome this

step. - . _ .

As a result of the Cémp David meeting, Suharto is more

-confident of the steadiness of our commitment to our friends

in Asia and our close ties with Indonesia in particular. At

-the- same time, the Camp David meeting may have given the
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Indonesian .side an overly opflmistlc 1mpr9551on of our

ability to assist Indonesian development and securlty pfo—i
grams and an inadequate appreciation of the growing con-

straints that are acting to depress US aid levels everywhere;

Your visit can be helpful in alerting Suharto to the
likelihood of a declining US’ ald 1evel ~and maklng hlm under~
stand ‘the reasons. .

Our goal now is to encourage Indonesia's sense of

self-reliance commensurate with its importance to the

region, and to focus our dlalogue increasingly ‘on
broader issues of contlnulng major 1nterest of the two

:governments.-'

g v—'The Us role and. US 1nterests in East As1a,
both for their own sake and to balance
Soviet. and PRC preusures,‘

Bt Indonesma s perceptlons of 1ts place in
' Southeast Asia against thlS broader backdrop,

- Indoue51a s 1mporeance in- North- South ‘and
other multilateral issues and our growing
efforts to make a constructlve contrlbutlon
on such issues;

ke Regional.COOPeration in Southeast Asia;

-- And our increasingly varied and close-
ibilateral relations.

II. 'BACRGROUND AND STRATFGY

. In ‘the post- Vletnam enV1ronment U.S. interests in
Indonesia are based both on its present position in the

. region and, especially, on its anticipated future role.

Inaonesia, the fifth most pdpulous nation in the.world,

is more than three times the size of any other Southeast
-Asian country and .includes within its ‘border about half
the region's total population. It is potentially one of

-the richest. Its geographic location and resources are

of major strategic importance in the region. Flanking
the Southeast Asian mainland, -Indonesia controls the sea

. passages between the Pacific and Indian Oceans, including
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Japan's life line to Middle East oil; its own oil fields
provides a 51gn1f1cant portlon of Japan s 0il consumption
and a small but increasing part of our own oil imports.’
Its other major resources -- rubber, tin and tropical
products -- are also of some significance to the Unlted
States.

On the international scene, Indoneela under Quharto
has sought to carve out for itself a somewhat unique =~ .
diplomatic position as an anti-Communist but non—allgned
country capable of carrying on a dlalogue with both
radical "third world" states and the west while cautiously
pursuing pollcleq generally compatible with the latter.
The government's desire not to-offend politicized Moslem
elements in Indonesia, however, influences it to side with
the Arab states on certain issues, such as zionism; more-
over, it values highly its membership in OPEC and supports
OPEC actions, although it has never played a very active
role at OPEC meetlngs. :

-
P ]

Within the region, Indonesia.is generally recognized
as "first among equals" in the five-nation Associatlon of
Southeast Asian Nations (ASEAN) and increasingly regards
the organization as the cornerstone of its regional poli-
cies. : - ‘

Realization of Indonesia's potential is hampered by
severe domestic problems and by economic backwardness which
even its increased oil revenues have scarcely beégun to
overcome. Because of the Suharto Government's decision in
the late 1960s to favor econcmic development over military
preparedness, Indonesia's armed Forces are poorly equipped
and inadequately supplied. At best, it will be years before
Indonesia can play a significant regional security role.

The speed with which Indochina fell upset Suharto's calcula-
tions that Indonesia would have an extendéd grace period to
develop its internal strength before confronting a communist

.threat from the north. To meet the changed situaticn

following the loss of Indochina, President Suharto appears
to have become, if anything, even more convinced in the
months since your meeting at Camp David that Indonesia's
policies must be based on the maintenance of close ties
with the United States -- although not to the extent that
its non-aligned image is tarnished.
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President Suharto will want to hear about your dis-
cussions in Peking, particularly as they relate to Southeast
Asia, 'and may also express some uncertainty about detente.
He undoubtedly will take the opportunity to explain Indo-
nesia's own views on regional security, and the future of
ASEAN. He will probably describe the GOI's own tactics of
gingerly approaching the question of restoring relations
with the PRC and the GOI's assessment of the potential
communist threat to Southeast Asia (which he sees largely
as one of insurgency and subversion in the short run).

We expect Suharto will reaffirm Indonesia's non-
aligned posture and its commitment to the doctrine of
"national resilience", a somewhat mystical "do it yourself"
concept of developing internal strength by combining equal
parts of military -self-reliance, broad based economic
development and a political identity between the government/
military and the people. Nevertheless President Suharto
will probably try to obtain further general :US understand-
ings regarding economic and military assistance. He may

- express concern that, despite indications we gave at Camp
David, the prospect for future aid seems uncertain.

President Suharto may also bring up other issues raised
earlier at Camp David or of mutual interest to the two govern-
ments: Law -0f the Sea, Portuguese Timor, Indonesian exclusion
from receiving tariff preference .under the 1974 Trade Act
and U.S8. policy on Liquefied Natural Gas (LNG) imports. We
anticipate, however, .that his comments will be general and

- philosophic in character and that he will not expect detailed
definitions of U.S. policy in response.

A straightforward, low-keyed, generally frank presen-

. tation will be most effective with Suharto. He may still
harbor latent concerns as to the constancy of US policy
toward Indonesia and Southeast Asia, and he is esbecially
anxious that we recognize the maghitude of Indonesia's need
for outside aid. Our desire to move away from preoccupation
with aid toward a more balanced dialogue should thus be
projected with caution, avoiding the impression of a change
in the U.S. attitude toward Indonesia. The main forum for
more detailed exchanges on this subject will be the Joint
Commission.

. SECRET
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"III. US-INDONESIA JOINT COMMISSION -

. A key aspect of our strategy for the visit will be
‘the announcement of the formation of a Joint US-Indonesia
Consultative Commission. The announcement should specify
that its first meeting is to be held in Washington next
spring. Although the Indonesians. have clearly intended
that the first meeting be held in Jakarta, your visit
and the fact that the announcement itself is being made
in Jakarta should help us persuade the Indonesians to -.

agree to Washington as the venue.

level.

As worked ocut with.the Indonesians, the Commission's
purpose will be to broaden the range of our consultations
with the Indonesian Government on major issues -~ the
latter to include cooperative programs in various fields,
-although the Commission will not actually negotiate pro-
grams or supervise their execution. The two co-chairmen
will be Foreign Minister Malik and Secretary Kissinger,
with representation.on our side to include Treasury, Defense
and such other agencies (AID, for example, or Commerce) as
may be indicated by the agenda topics.,  The Commission is
being created for renewable two-year terms and will meet
annually, alternating between the two capitals. It will be -
supported by informally constituted subcommissions, ini-
tially a Joint Economic Subcommission and a Joint Security
Subcommission, which will meet annually and be chaired on
the U.S. side at the Under Secretary or Assistant Secretary

In discussing the Commission with Suharto, you may wish
to stress the following points: | '

-- We ‘are especially pleased that agreement has
been reached on estabklishing the Commission,
and we look forward to the first meeting in
the Spring. . -

. == We see it as a most useful device for broaden-
ing the range of consultation and cooperation
. _between our two countries and, on our side, as
~ -and indicator of the special importance we
attach to our ties with Indonesia.

SECRET
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IV. ISSUES AND TALKING POINTS

"l. Indonesia and the Peoplé's Republic of China

Of all the non-communist Southeast Asian countries,
Indonesia has remained the most cautious about establishing
(or in Indonesia's case, re-establishing) relations with
Peking. Many Indonesians believe the PRC was behind the
1965 communist coup attempt and are highly skeptical of
PRC pledges of non-interference in the internal affairs
of its neighbors. They see their problem complicated by
a sizeable Chinese minority in Indonesia (more than three
million). Although Indonesia will probably normalize its
relations with the PRC eventually, opinions differ within
the GOI as to how quickly to proceed.

Suharto will be:looking forward to your comments on
your discussions with the Chinese and will be curious about
our own plans for normalization with the PRC. You may wish
to pass on any insights gained from your talks in Peking on
Chinese intenticns towards Southeast RAzia (a topic in which
Suharto will be keenly interested), while avoiding any
appearance of advising the Indenesians on how they should
handle their own relations with China. It is not in our
interest to push Indonesia toward the PRC.

2. US?Soviet Detente

Indonesia's relations with the USSR are correct but
wary. The GOI seeks aid from the Soviet bloc and receives
a small quantity. (Aid from the USSR itself, terminated
in 1965, will be resumed with a $100 million Soviet credit
for hydroelectric projects announced in November 1975). The
GOI, however, remains innately suspicious of Soviet inten~
tiones. Especially in the context of your, comments on China,
Suharto may inquire briefly about detente. He will be seek-
ing primarily a reassurance that-'we, too, are careful to

‘keep our guard up in dealings with Moscow. -

3... Indonesia's Regional Policies

Indonesia's answer to the potential threat by a
communist Indochina is to build up the Association of South-
east Asian Nations (ASEAN - pronounced AE-~see-an) as a
cohesive regional organization (but without provoking Hanoi
by peortraying it as a defensive alliance); to encourage
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greater "national resilience" in each of the ASEAN countries;
to step up its own defenses without diverting excessive
resources from its economic development programs; to hold
out a wary hand to Hanoi and Saigon (both of whom it recog-
nizes) as an inducement to choose cooperation. rather than
confrontation with their non-communist nelghbor ; and to
persuade the U.S. to maintain its presence in the region,
especially in the form of "over the horizon" forces. - As

he did at Camp David, Suharto will want to acquaint you -
with his views of the reglon, Indonesia's position therein,
and perhaps how he envisages the U.S. role. He will
probably express concern about Malaysia's growing internal
security problems (see below) and possibly about Thailand's
as well. '

Your Talking‘Points

~-- We welcome Indonesia's lead in developing
.reglonal cooperdtlon, partlcularlv through
ASEAN. 'In our view, ASEAN represemts an
encouraging and constlvctlv Southeast
Asian effort to work toward regional self-
- E reliance and security.

-- We recognize that ASEAN is, and must remain,
an organization of the Southeast Asian states
themselves. We want to cooperate both with
ASEAN's member countries. and with ASEAN itself
in way that ASEAN states find useful, but we
look to ASEAN itself to give the lead in
determining the. extent and nature of our coopera-
tion. -t

-- For our part, we intend to maintain an effective
presence in the region. We will honor our treaty
commitments and we are determine to maintain our
close ties with friends such as Indonesia.

-~ (If Ssuharto asks) We intend to retain our bases
in the Philippines and certain facilities in

" ~Thailand with the agreement of the governments
concerned. .
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4, The Malaysian Insurgency

The Indonesians profess great concern over the situa-
tion in Malaysia, where the chronic communist insurgency
has become appreciably more active in the past year.
Tndonesia sees this as an opportunity for the Vietnamese
Communist regimes to open a new and (for Indonesia)
dangerous front by moving in with material support for
the insurgents. While Malaysia is among their closest
friends, the Indonesians.fault the Malaysian Government
for failing to ‘take.-thé domestic measures Jakarta be-
lieves necessary to-minimize the threat -- particularly
an easing of the legsl and economic discrimination that
favors the Malay plurality (44%) at the expense of the
wealthier Chinese minority (38%). The Indonesians have
some justification for their concern, but we believe
their fears exaggerated. They are also concerned, but
less immediately, with the insurgent threat to Thailand.

Your Talking Points (if raised by.the Indonesians)

—-- We share Indonesia'‘'s concern over developnents
- . that could give the communists an opening to
support subversion in the ASEAN region.
Thailand and Malaysia appear particularly vul-
nerable in this regard. We hope that Indonesia,
as Malaysia's close friend will help with advice
and counsel. ) :

-- For our part, we sent a small military team to
both Malaysia and Singapore at the request of
.. those governments to distuss defense equipment
needs. We are helping both governments in
selecting military eguipment and are planning to
offer Malaysia credit (about $15 million) for
- gome of the purchases the year.

5. US Security Assistance to Indonesia

At Camp David President Suharto expressed concern to
you about the potential threat of arms smuggled from the
north to support insurgencies in Indonesia's neighbors and
eventually in Indonesia itself. He sought our cooperation
in reviewing Indonesia's equipment requirements.

SECRET
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6. North-South Economic Issues

Indonesia supports restructuring the world economy
to bring greater equilibrium between rich and poor coun-
tries, but prefers to deal with practical questions
rather than ideological confrontation. The Indonesians
responded favorably to the U.S. "comprehensive" speech
at the UNGA Special Session, but remain skeptical about

our willingness to fulfill our promises and differ with

us on such fundamental issues as our reliance on market
forces to bring about changes in world economic struc-—

ture. They dislike our criticism of OPEC and the non-
aligned.

Indonesia exerts a moderating influence among Third
World and OPEC countries. A sustained dialogue with
Indonesian leaders could narrow the gap between our
differing views of the policies best suited to improve -
the economic position of the Third World. Indonesian
leaders have to be persuaded about the sincerity of
U.S. North-South policies. At tHe same time they should

be aware that U.S. domestic public suppert is essential

- £ 3 3 ER - £ 4 T wr o s e Aad . P S B
for policies to benefit the developing countries and that

several recent third world actions, particularly in the
UN, have endangered that support. :

Your Talking Points

-~ We sympathize with the Third World desire to
bring a better equilibrium between the
developed and developing countries, and we
also recognize Indonesia's commitment to.
this goal. - :

—-- We have demonstrated the seriousness with which
we propose to deal .with these igsues. Secretary
Kissinger's speech to the UNGA Special Session
contained more than 30 proposals coverindg trade,
commodities, -agriculture, finance, and technology.
Many of them should be of particular benefit to

. _Indonesia.

-- In some areas we may-differ on how best to pursue
North-South objectives. We think market forces
have a key role to play, for example, and their
exclusion leads only to inefficiencies and dis-
locations.

SECRET
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We believe both producer and consumer interests
should be taken into account in dlscu551ng commodity
policies.

~- If we deal with the specifics of these issues we
should be able to narrow our differences and reach
practical solutions. We hope to discuss these
matters with Indonesian policy makérs in all appro-
priate fora: The Joint Commission, the Conference
on International Economic Cooperation and elsewhere.

—- Indonesia should also be aware of our political
problems in this area. We need the support of the
U.S. public to pursue policies to benefit the
developing countries. We would welcome Indonesia's
help in discouraging Third World positions which
can only erode U.,S. publi¢ support for a forthcoming
U.S. posture. o

,

. w

7. Energy Issues

. The Indonesians place considerable emphasis on soli-

-~ darity with OPEC. Nevertheless they have played a. passive
moderate role at OPEC meetings and during the latest round
kept their price increases significantly below those of
other OPEC countries. They did not participate in the Arab
oil embargo. The United States accounts for the bulk of
Indonesia's o0il investment (about 86%) and an increasing
amount (about 11%) of our crude oil imports are from

. "Indonesia.

" There are two energy relatéd issues which the Indo-
nesians could raise in discussions: (a) Indonesian
mandatory exclusion (as a memper of OPEC) from the 1974
‘Trade Act benefits and (b) their hope for a favorable FPC
ruling which would permit the GOI to go &head with a major
project to export liquefied natural gas (LNG) to California.

Your Talking Points (if the subject is raised)

-~ We have noted Indonesia's recent decision to
hold its o0il price increases below that
sanctioned by OPEC. We have also appreciated
Indonesia's moderate stance in other issues
relating to OPEC. But we believe that in the
long run Indconesia stands to gain most from
increasing production and sales.

SECRET
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.~ The Federal Power Commission will be taking up the
: Indonesian LNG case in the very near future. ‘
Meanwhile, the Administration's Enerqgy Resources
Council will be working toward decisions.on our
overall energy policies, including the guestion
. of LNG imports. While we cannot foretell what
these decisions will be, we are very much aware
of Indonesia's interest in LNG. - :

-= We favor Congressional action to enable Indonesia
to become eligible to receive those +ariff pre-
ferences ‘conferred by the 1974 Trade. Act, - However,
Congressional concern over OPEC policies will make
this difficult. ' - . :

8. US Economic Aid to Indonesia

. At Camp David President Suharto emphasized that
"Indonesia's most important need was economic rather than
military", reflecting the realistic Indonesian view that

. domestic socio-economic and political problems are the
' chief threat to the country's stability. Particularly on
Java, where 80 million people are already akt densely crowded
as anywhere on earth, unemployment and grinding poverty are
endemic. Compounding Suharto's political problems are signs
- that despite ten years of development under the "New Order"

the gap between the rich and poor is growing, while corrup-
tion and maladministration remain widespread.

In response to Suharto's comments at Camp David, you
expressed your intention to increase aid to Indonesia. Sub-
sequently you proposed to the Congress an additional $20
million in loans for Indonesia, bringing the total proposed
U.S. assistance package 'of $85 million for FY-1976. (Japan
this year is providing almost twice as much, while the other
members of the Indonesia aid consortium are providing roughly
$230 million). Prospects for future U.S economic assistance
are less clear since there are proposals now under inter-
agency review which could cut our aid significantly as part
of worldwide budgetary reductions. - :

Your Talking Points

~- We fully recognize Indonesia's continuing need
for developmental assistance. We have asked
Congress for $20 million in additional develop-~
ment loans to Indonesia this year for a total
of more than $80 million in aid, the biggest
single increase we have proposed this year
for any Asian country.
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-~ We intend, within Congressional limits, to main-.

- tain a meaningful aid contribution to Indonesia.
At the same time, Indonesia should not gauge U.S.
-interest in.Indonesia solely by bilateral aid
levels. ' S : S -

-- 'Private foreign investment can. become an. increas-
ingly important source of capital and technology
for Indonesia's economic growth.- We hope your
Government will actively continue to._encourage: the

. foreign investor. ' . :

-- We also hope that Indonesia will support our pro-

- posals at the UNGA Special Session to protect

: developing countries against cycles in,  their export
earnings, to provide them with better access to
western capital and to expand international facili-
ties to finance development, to promote the transfer

" of technology, and to achieve an international
consensus governing relations between trans-national
enterprises and governments.

9. Indonesia and the UN

Indonesia walks a tightrope in its UNGA voting, main-
taining a -show of solidarity with the non-aligned majority
while attempting to ‘avoid too frequent opposition to the
U.S. and the West. This is reflected in abstentions and
behind-the-scene efforts at compromise. In 1974 Indonesia
worked hard to defend the seat of the Lon Nol delegation.
The 1975 record has been mixed: On Korea Indonesia voted
for the friendly resolution and abstained on the hostile
one; on zionism, however, it voted with the majority, to
some extent because of internal political considerations

arising from the pressure of Moslem political parties in
Indonesia.
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'Your Talking'ﬁoints

~- Despite the continued tendency of the .UNGA non-
' allgned majority to use its voting strength
1rrespon51b1y, we are making every effort to
avoid acrimonious confrontatlons. o

-~ We understand Indone31a s dilemma in wantlng

’ to avoid: taking issue with the nonhallgned ma-
jority, and we appre01ate Indone51a s support
when we receive it. .

-- If the UN is to,retain its importance, however,
greater realism and consideration for the actual
issues must be 1n3ected into the UNGA. It is
in the interest of major countries such as _
Indonesia to ensure that the UN acts more effec-
tively and responsibly. If every country voted
forthllqhtly for what it actually believed, the
extremists in the UN would find themselves a
small mlnorlty.

. 10. 1Indonesia and the Law of the Sea

Indonesia has long sought 1nternatlona1 1ecogn1tlon

of the archipelago principle, under which all waters within
' the Indonesian archipelago would be under extensive Indo-
nesian control. We have not accepted the principle, but

we have indicated that we could accept an objectively
defined archipelago as part of an over-all Law of the Sea
treaty which effectively guarantees our transit. and over-
flight rights through both archipelagos and international
straits. After over two years of negotiation, we have
narrowed our differences with Indonesia. We are prepared
to resume bilateral discussions with the GOI on this subject
whenever the Indonesians wish. A short while ago they
expressed a desire for bllaterdl talks, bu; most. recently
seem tc have backed away again.

Your Talking Points (if raised by the Indonesians)

-~ We understand Indonesia' s p081tlon on the archi-
pelago questlon.
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* == "The United States can accept-the archipelago
principle in the Liaw of the Sea negotiations
as part of a conprehen51ve treaty protectlng
our interests in transit through and over
archipelagoes and international straits.

-— We are willing to continue detailed law of
.the sea consultations with Indonesia to find -~
a mutually acceptable solution to thls impoxr-
tant problem. . ‘ :

1. ~Indonesia and Human Riqhts-

The human rights problem in Indonesia concerns about
35,000 suspected communists still under detention from the
500,000 or so arrested in the chaotic months following the
attempted communist coup of September 1965. Held without
trial or in many cases formal changes, these detainees have

. dttracted a good deal of world (and Conore551onal) attention
- and criticism of Indone51a. . ‘ .~
- The Indone51ans recognize the issue ag a serious pro-
blem and are troubled by the criticism. They feel themselves
~. in a dilemma. However, they are convinced the wholesale
release of the detainees would lead to civil strife and a
recrudescence of the Indonesian Communist Party.

We have frequently discussed the issue with the GOI
in a guiet, non-accusatory manner, seeking to speed reso-
‘lution of the problem, and we have alerted them to the human
rights provisions of our aid legislation., The Indonesians
have been responsive., During a recent US visit by a high
level Indonesian delegation headéd by General Ali Murtopo,
one of Suharto's close advisors, the group raised the
igsue with Members of Congress and told them that they plan
to step up the phased release of more detainees.

‘We believe it would be helpful 1f you ralsed thlS
issue in a low key.

'Your Talking Points ' .

-- The matter of the detainees in Indonesia has

' attracted a good deal of attention and concern
in the U.S. and has affected Congressional and
public attitudes toward Indonesia.

SLECRET




M

~
v

)

EREPRODUCED AT THE NATIONAL ARCHIVES, /7//% [ 21ed VavN W £ g

NM Xosb L é @N/V Kluoq]nv

. QEAISSVIDAQ

' SECRET

- 16 -

-~ The. Congress has placed human rights restric-
tions on both economic and security assistance
legislation which could make implementation of
these programs more difficult. We*understand
that the delegation led by General Murtopo
(Moor-TOE-poh) discussed this constructlvely
with Members of Congress.,

-~ Indonesia's release of about 1, 500 detainees
during the past year and the 1mp1ementablon of
what we understand are present plans for the
phased release of more detainees has already
had a favorable impact on Congress and the U.S.
publlc.

12. Indonesia and Portuguese Timor

Indonesia was content to leave in Portuguese hands
the small colony (600,000 people). that shares with Indo-
nesia the island.of Timor. With the dismantling of the
Portuguese empire, however, Jakarta has become concerned
that the backward and resource-pcoor colony would attain
what. the Indonesians expect would be a weak, unviable in-
dependence leaving it susceptible. to outside =-- especially
Chinese -~ domination. :

For about a year Jakarta has been maneuvering to
absorb the colony throuch negotiations with Lisbon and
covert military operations within the colony itself,
showing considerable restraint. A small scale civil war
between quarreling Timworese parties has opened the way to
wider Indonesian intervention in-support of pro-Indonesian
factions. Portugal, meanwhile, has almost completely lost
control of the colony. -

A merger with Indonesia is probably the bes st solution
for the colony if the inhabitants agree. - Indonesia use of
US~supplied weapons in an overt occupation of the territory,
however, would contravene U.S. law. We have quietly pointed
this out to the GOI, and it appears to have been a restrain-
ing factor. .
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" Your Talking Péintsz(if raised by iﬁddnesid'side)

- T~ We recognlze the problem that Tlmor poses for
. Indones1a, and we appreciate the restralnt that
Indonesia has exercised to daLe.

~-= .We note Indone51a has expressed w1111ngness to
' see a merqer ‘of the territory with Indonesia
take place with the assent of the inhakitants

of Timor. This would appear to be reasonable
solution.

SECRET

P e




