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President Approves Indonesian Aip , 

1. On June 19, the President apprdved the AID+Agriculture proposal 
which had been developed in consult.ation with th,e Department 0£ State 
for the remainder of our 1968 aid. to Indonesia. I It authorizes frJ.e com­
pletion of our $110 million pledge, additional ri~e and cotton assistance 
later in the year to be applied toward 1969 computations, and as much 
additional wheat flour and bulgar as: can reasonably be absorbed by the 
Indonesian economy.· 'This news will be related! to Suharto and released 
publicly as soon as Indonesia and J·apan reach an agreement on the Japa­
nese aid commitment for 1968. Dr~ Widjojo is peading an Indonesian 
mission presently negotiating the fillal Japanese1 aid package in Tokyo: 

· See also toda 's Weekly Notes from EA/J,). · i 
OS REVIEWED 01-APR-2008: DECLASSIFIED FOR IN FUL -t--ij)~~, 
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. 2. The Indonesian Army Command~r in East Jcq.va and his Intelligence 
· Chief have given our Consul a deta~ed briefing Qn PKI strength and 
activities in the Communist redoubt! area which has been established 
in a poor area along the south coast:. 
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3. Seventeen of 35 villages in the atea were said to be not under ef­
fective government control, and six: members of the PKI Cent:ral Com­
mittee are believed to be in the are$.. The Comimunists have alleg·edly 
formed two guerrilla companies within the base !area, each numbering 
about 150 men. It is estimated, however, thcf,t ¢mly about 100 men have 
firearms. 'There is no evidence of fll1Y exterrla.li supply of arms. 
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4. Although deploring the shortage 'of funds andi communications e~uip­
ment which fmnp::ir"effective army counter-measuwes, the Commander 
expressed optimism that continued 1'.eavy pressdre would result in 
elimination of the threat. 'There has been no :in~ication. of a major dete­
rioration :in the situation, and our qonsul fee~s µiat Army intelligence on· 
PKI activiN~ · · · · 1 
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5. Soedjatmoko, speakilig at the AID-financed Southeast Asfa:-;. Develoi.)­
rr:ent ~'\dviso:ry Group Seminar in New York Jl).ne 20, eloquentiy plcd 
ior greater attention to political pawer factors in formulating ·~20~1ornic 
advice to Indonesia and oth?r underdeveloped countries. He notad chat 
2.cceptance of the optimum economic solution may have the side eiiect 
of dangerously diminishing the power of the go~ernment to follow 
th:rough with subsequent steps necessary to ach~eve the sought af te:r eco­
nomic qoals. On the other hand, economic tec~nicians should 9::cesent 
alternative options to the political leadership. !There would be times 
when it would be better to take a less optimal bj.i.t still useful course of 
action in the first instance 1n orde:ri to harness .government power to 
successfully carry out the full pro4ram at a lat~r stage. 

' ' I 
: I 
1 I 

6. In the afterno~n session, Dr. quy Pauker presented the results of 
his analysis into the reasons for atjd mechanisms used by the PKI in 
embarking on the October 1, 1965 ~'coup. 11 Pauker's study will soon 
be appearing as a RAND paper. L~wis Purnelli and Bob Rich attended 
the SEADAG ~essions from EA, 1 and AID w

1

as represented by 
Messrs. Bullitt and Shakow.. . . · · 
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