22 September 15L8

RINORANDUM FOR THE PRESINENT

The strategic interasts of the United States are serisusly e
Jeopardixed as the result of the emsrgencs in Indomsesiz of a ailitant
Commamist movement, the announced intention of which is the overthrow
of the pressnt Republicsn Govermment, 7The impasse in the United
Mations Good Offices Committes (UNGOC) negotistions, resulting from
the insbility and unwillingness of the Dutch and Republican govern=
sants to cows to terms, has had the effect of strengthening ths Cou
munist movemsnt, The Dutch Covernxent, which emphasizes the Commmist
threat as proof that the Republic 1s unable to cope with 1its internzl
difficulties, now appears prepared to undertake a settlsxent by
allitary action dirscted against both the Republic and its Communist
opposition,

The US Delegetion of the Uood Cffices Commitiee has formulated
2 draft agreement which is now opposed only by the Dutch., This draft
agreemsnt represents an attempt to recognize the minimim requirements
of the Republic, which are shaped by lts strong nationol aspiraticns,
apd to protect Dutch interests in the area to as gruat a degree as is
fsasible,

If UNGOC faills to obtain Dutch acceptance to the US compro—
oise proposal, or if the Dudch take advantages of the situction within
ths Lepublic and resums police action, the present moderate Republican
Governpent will not be able to stay in power and ihe Indonesian national-
ist movement will be vuinerabls to selzure by the Communilst extremists.
Because the Coommmists have talken the initiative and precipitated this
crisis, a majority of the Hepublic's armed forces and its population
are backing the Government. The Comtunist thresat, howaver, has serious
potentialities; the Republic has already lost control of two seaports
and an oil refinery which supply the Republican capitsl, The gravest
threat to the Republic &t this time would develop froa the movement
of Dutch military forces across ths status quo line. Such 2 move,
which would bs intearpreted by the populace as evidence of Dutch- Nl
Hepublican collaboration, would quickly Jjeopardize the Governzent's
position and would ewing the balance of popular support to the Comeunists

who profess themselves to be the true guardians of Indonesiats naticnsl
aspirations,




p
®

nt ' The ascendancy to power of a Communist~dominated govern-

e - ment in Indonesia would represent a major sxtension of Soviet influence
S in the strategically important Southeasd Asia sarea and would seriously
R demage the IS position elsswhere in the Far East,

B. K. WRIGH?
Brigadier Gsneral, USA
Acting Direotor of Central Intelligence

cc - Executive Secretary
National Seourity Council
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