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< President Approves Indonegian .Ald

1, OCn June 19, the President amprdveo the AID*Agrlcultu,ce propos::,i\
which had been developed in consultation with the Department ¢f Stale
for the remainder of our 1968 aid to Indonesiz. | It authorizes the cora-
. pletion of our $110 million pledge, additional rice 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 Japan reach an agreement on the Japa-
nese ald commitment for 1968. Dr. Widjojo is heading an Indonesian
mission presently negotiating the fmal J apaneses aid package in Tokyo.
- (See also today's Weekly Notes from EA/J.)
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Communist Situation in East Java ‘ |
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- 2. The Indonesian Army Comrmander in East Java and his M'telligence

- Chief have given our Consul a detailed briefing on PKI strength and
activities in the Communist redoubt area which has been established
in a poor area along the south coast ]
3. Seventeen of 55 villages in the area were said to be not under ei-
fective government c:ontrbl, and six members of the PKI Central Corg-
mittee are believed to be in the area, The Commumsts have allegedly
formed two guerrilla companies within the base area, each numbering
about 150 men. It is estimated, however, that Only about 100 men have
firearms. There is no ev:.deﬁce of a.ny _externali supply of arms,
4, Although deploring the shortage of funds and communications equip-
ment which tempee effective army counter-measuh*es the Commander
expressed optimism that continued heavy pressure would result in
elimination of the threat. There has been no ingication of a major dete-
rioration in the situation, and our C‘,onsul feels t;hat Army mtelllgence on’
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5. Soedjatmoko, speakmg at tne AID financed Southeas Asian Develo; -
ment Advisory Group Seminar in New York June 20, eloquently pled
for greater attention to political power factors in formulating =conomic
advice to Indonesia and other underdeveloped countries, He noted that
acceptance of the optimum economic solution may have the side efiect '
of dangerously diminishing the power of the godernmcnt to follow _
 through with subsequent steps necessary to achi eve the sougnt aiter eco-
nomic goals. On the other hand, economic technicians should vresent
alternative options to the pOlltha.l leadership. "Ihere would be times
when it would be better to take a less optimal bt still useful course of -
action in the first instance in order to harness lgovernment power to
successfully carry out the full proqram at a later stage.

6. In the afternoon session, Dr. ~uy Pauker ptresented the results of
his analysis into the reasons for and mechamsrhs used by the PKI in
embarking on the October 1, 1965 "coup. " Pauker s study will soon
be appearing as a RAND paper. L¢W1s Purnelll and Bob Rich attended
the SEADAG sessions from EA , and AID Was represented by _
Messrs. Bullitt and Shakow. ; i
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