





. THE WHITE HOUSE

WASHINGTON

—SECRET— | ' July 6, 1964

NATIONAL SECURITY ACTION MEMORANDUM NO, 309

FOR: The Secretary of State
: The Secretary of Defense
The Administrator, Agency for
International Development

SUBJECT: Presidential Determination -
‘ s Aid to Indonesia

On the recommendation of the Secretary of State, the
Secretary of Defense, and the Administrator of the Agency
for International Development, the President has decided that
no public determination with respect to aid to Indonesia should
be made at this _ti_me,‘ in view of the unsettled conditions in
the South Pacific area. = The limited programs, however, of
economic and MAP assistance which have resulted from the
reviews conducted by the Secretaries of State and Defense

are essential to the national interest and are to continue.

The Secretaries of State and Defense will report to the President
on a quarterly basis the results of their continuing review of:
these programs.

hpey Bf

McGeorge Bundy
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MEMORANDUM FOR THE PRESIDENT

Subject: Status Beport on Relations wieh
' Indonesia

Recommendation:

I recommend, with the concurrence of Secretary
McNamara and AID Administrator Bell, that you approve
continuation of carefully selected economic and military
assistance to Indonesia, of the types now being provided,
as originally approved in NSAM 278 of February 3, 1964.

Approve

Disapprove

Discussion:

1. The "Sumnit Meeting™ of President Sukarno of
Indonesia, Prime Minister Rahman of Malaysia, and President
Macapagal of the Philippines took place 4n Tokyo recently.

I believe the results represent limited progress and there
is still a basis for further negotiation. The three heads

of state agreed on a communique accepting in principle the
designation of an "Afro-Asian Conciliation Commission" to
assist the parties in resolving their differences. They also
agreed to instruct their Foreign Ministers to continue to
study the proposal for a conciliation commission with a view
to a further meeting of the heads of Government,

Personal relations between Sukarno and the Tunku were
poor at the conference and both returned home issuing angry
statements. We are apprehensive that the guerrilla activity
in Borneo may now increase again. Our efforts and those of

Group 3
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President Macapagal continue to be dixected to attempts

to reatrain violent speech and action. OQur effort will be
to keep the attention of Sukarno and the Tunku focused on

the fact that there is an agreement which must be carried

out, starting with a meeting of the Foreign Ministers.

2. As you know, our limited programs of eccnomic and
MAP assistanca with Indonesia have continued, in accordance -
with your deciesion recorded in RSAM 278 of Febrxuary 3, 1964,
pending the cutcome of the "Summit Meeting.” In my judge
ment, concurred in by the Secxetary of Defense and the
Administrator of AID, it 4is essential to the national interest
to continue carefully selected sconomic and military as~
sigtance to Indonesia of the types now being provided. We
should not, however, wake a formal public announcement of
continued assistance for this might give unwarranted encourage-
ment to President Sukarno. If£ you spprove the sbove recome
mendation, we will routinely and confidentially notify the
Congress of the current status of assistance to Indon--ia,
as required by Section 620 (j), without reference to a
rvenewed Presidentisl decision.

Dean Rusk

Eanclosures:

1. B8tatement of Reasons
fox Continuation of
Limited Assistance to
Indonesia.

2. Current Assistance Pro~
grams in Indonesia.
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The reduced FY 1964 AID program totals approximately
iig million and the revised FY 1964 MAP 1s $1.9 million.

the FY 1964 MAP funds are for training; 90% of the FY
1964 AID funds are for training and malaria eradication.
Sim'*ar programs at approximately the same level are planned
for ¥¢ 1965. (See Tab B for details.)

We are currently training 490 civilian technicians, ad-
ninistrators and managers, and 170 military personnel (includ-
ing 50 officers under the civic action program) who will play
an important part in Indonesia's future leadership. In addi-
tion, U.S8. university faculty teams in Indonesian institutions
are reaching thousands of additional key Indonesians. Our
training programs give us a unique opportunity to shape the
thinking of Indonesia's future civilian police and military
lc-ders. Continuation of the m-"1iria eradication program,
benefiting approximately 70,000,000 people of the central
islands, 1s protecting an existing inveatment of some $36
million and would demonstrate our continuing concern for the
Indonesian people. If we stopped now, malaria--now virtually
 ‘adicated in Java and Bali--would ailmost inevitably recur.
‘The program of assisting the national police has glven us
valuable influence in this key organization {the country’'s
firat line of defense against internal subversion) and has
greatly enhanced 1its effectiveness. ‘

Continuation of these limited programs is essential to
achlievexent of our policy objectives in Indonesia and to the
national interest of the United States. Termination of the
remaining programs would have little or no impact on Indonesia's
capacity to continue"confrontation." The Indonesian Government
would be likely to react to such termination by lashing out
in anger, pushing "confrontation" harder, turning for help _
to the Communist powers, and further widening the gap between
Indonesia and the VWest. In the process, substantial American
01l and other private investment in Indonesia might well be
expropriated.

All elements of these programs, 1nc1udiﬁg pipeline de-
liveries from previous years, as well as PL 480 programs
(which are not controlled by Section 620 (J)),are being kept
under continuing review.



June 22, 1964.

Statement of Reasons for Continuation of
Timited AssIstance to Indonesis

Ir“onesia, in terms of size, natur-* rec->urces and
strategic location, 1s a key country of asia. In the midst
of a convulsive transition from the colonial past,; it has
become a major target of the Communist powers and is ltself
a source of tension in Southeast Asia. For the past nine
months it has been pursuing a policy of political, economic
and military "confrontation” against Malaysia.

Our Indonesia policy requirements are two-fold: (1) to
halt Indonesia's"confrontation"against Malaysia and restore
equilibrium to the area and (2) to influence the course of
Indonesia's long-range development in a direction consistent
with our security needs,

Our aid programs have been an essential tool in this
dual task, Over the years, they have helped us keep open
the communications between our two Governments and build up
a limited but real leverage with the Sukamo regime, which
we are using to Prevent a dangerous drift away from the
West. Although "confrontation" has not yet been abandoned,
our influence has probably helped prevent greater deteriora-
tion and encouraged the Indonesian QGovernment to join with
Malaysia and the Philippines in seelting a peaceful settlement
of thelr differences.

Those forms of assistance which could help Indonesia
maintain "confrontation” against Malaysia have been eliminated,
andtie do not intend to resume them so long as "confrontation"
gontinues.

The present AID program 1s limited to technical assistance,
including civil leadership training and advisory services,
malaria eradication assistance, and police training and equip-
ment. (Ams and ammmition have been and are being withheld.)
The present Milltary Assistance Program 1s limited to training
in those categories which do not contribute to Indonesia's
immediate offensive capability. The training is almost
entirely confined to operations, logistics and administrative
fields. However, no training is being provided in such flelds
ap ranger, pathfinder, airborne, counter-insurgency, parachute
paclking, in-flight refueling, and landing force staff planning.

— SEORER——
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CURRENT ASSISTANCE PROGRAMS IH IRDONESIA

The reduced FY 1964 A.1.D. progrem mow totals $10.6 nilliom
aad the revised FY 1964 MAR 1s now $1.9 million. ALl the FY¥ '6h MAP
funda ave for tralning; 903 of the A.I.D. ¥¥ '6h funds are for training
;!gdwmtm. Sintlarly limited programs are plamed in

The cbligation status of the 1964 A.X.D. pr amd MAP 18 e
follovs {for further detalls pea Attachments A, =mxd B,
0“ﬁ§nﬁ U.8. §)
1964 Obligations Bequired
A:lDe
Dovelopoent w 10. 40 6.00
Supportir~ Assistance . .% 21
AT, Total 10, 4,51, -2
HAP Total 1.90 1.90 -

™---per*-d b-"-nces of priar yosr A.LD. fumd cbligations (pipe-
line) to December 31, 1903, were recorded at $27.54 million, snd hava since
" been reduced to .5 millton, as of March 31, 1964, (For further details
soe Attachment D). Frior yoar AP undelivered balances as of December 31, 1563
totaled $18.% nillion end wvers reduced to $18.0 million as of March 31, 196,
exclivding suspended items smounting to $3.0 million. This total includes
$3 million worth of elsctronic equipment for & fixsd commmications project

wiich is being stoved in the U.S8., pending complation of site preparation.
The Frograums described below draw upem both FY '64 and "pipeline”

A. Ci=') Lesdorchip Training

Provision is made for training in the U.8. oftpp:mdmtelyéoo
Indonagisna in specialized £icldz of govermment sdninistration

higher educetion, miversity administration, sad science, mzimer-
ing, psdicine and sgriculture. Participants are selected on the
basis of potential leadership and priority manpower requirements.
mmmgmmnmunmmw, vith greater
cphasis being placed on youth and the noxt generation of leaders.

B, Civie Action

The program provides civil training in th u.s.m:mmm
srmy officers (wmelv'fs) msmorgottham@sm
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Armed Forces civic sctionm program. This total includes approxirately
50 Indonesisn Officers bhandpicked by Geperal Hasution with the inten-
tion that they ccoupy key positions in the civil goverpmesnt upen

their retuxn, Training ic provided in management, aimmm

tion and technical fields.

Approximately 114 U.S. direct-hire and 67 coutract U.5. personnel

are pow st work iu Indonesis providing tecimicsl services snd managing the
progran. There are currently 22 on-going A.I.D. activities (including Msleris
Eradication and loan projects) in progress in Indonesim. These activities
consist essentially of the following:

Through four contrects with U.8. universitiss and the work of
Mission personnel; A.1.D. is aspisting Indonesian colleges end
wniversitles in the flelds of modicine, engineering, techwology,
and sgriculture. Contracte with the following universities ave
baing financed by A.X.0s: University of Californisa - Berkeley
{(medicine) snd University of Califormia - Los Angeles (sczmem
angineerins;, University of Kmhwky (Science, snginesring
egriculture). Through private consultant contract teems and mesion
staff, A.1.D, is advising Indonesisn govermment officials in the
ﬁ.ﬂﬁ& of economic policy, fiscal administration, and air and mari-
tine {ransportation copsrations, labor relations; and sgriculture.

Training in Indonesis by U.S5, vechnicisns sad commodity &

are belng provided to improve ths effectivenass of Indonesia's
Hatiomel Folice. A thres-yesr progvem is nesying completion to
mmmmmmm,cmmmmmwm
on which we count to detor or resist Commmistsinspired riots sad
insuxrection. However, deliveries of weapons snd apmmiticn for
the Mobile Brigade have besn suspended sisee September 19633 de-
liverycof vehicles and coatracting for sommmications equipment
have been puspended since the begimning of 1964, pending further
reviow. HNoreover, ali FY 1964 fumding for equipment and supplies
for the Mobile Brigade has been sliminsted. The leadership of
both Indonesia’s Natioumsl Police end the Mohile Brigads have been
trained in the U.B. exclusivaly.



In additicn to the trainiag r~ogram described in section I B,
““ove, nu.s;wmwwmmumw
Wymmmuuwwmmmm
equimment; previcualy provided {under MAP snd A.I.D. programs)
in oxder to improve the Indonesisn Armed Forces copacity to
m WW of oivie comstruction (roads, schools, fvri~
Fiod » *

o.

V.

m,mmmnmnmmmmwwwﬁm
undertaken cooperatively Yy A.3.D., WHQG and the & of Indonesis
£ v *ch -y Untted Staten bas, since i951; obligated $36 million,
%nem_mm 0.8, wavmxa o ,wummam:mt,
; , ' easanmlmvm-
smaamsm,mmmchspmmummmm
cldence approad” B Zero.

Hote: The following five loan sgroements sye cutetanding under
shich sbout $10 ntliton {almost entively under frvevocable letters of
oredit) remsin to be dlsbursed: Harboy Develommnt; Railvey Rehabili-
gmm By-Passt Diesel Eleoctrification Spare Farts and Rav

Mllstery mininauthav.s ermmammfmwsml
mmmmmmmmmmmmmm
aiadly to Indonesia'e offensive capabilitics and which will not have
sa sdverse inpact on our allies or om the U.S. political sceme. The
training iz admont entirely confined o Operetions, Ioglatics and
Adninistrative £°-"ds. However, no trainiasg is being provifdad in
such fields as ranger, pathfinder, aivforce, counter-insurgeacy,
mmmng, {in-£light refueling, and landing fores steff plam-

mmaammmmmﬂmm?mmmamw
for the Indoussisy avmed forces. Moreover the undelivered pipeline

TSECREP—
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from FY 1963 sad pricr year Military Assiatance Programe has beem sube
Jected to a careful roview resulting im the suspensiom of dslivery of
arma ead amumition, and selsched equipment amounting to §4.6 milliem,
Daliveriesn sgaingt the balunce of the are goviag forwmyd o8 &
carefully scresmed besis. In addition 8 million worth of elsctrouic
equipment for s fixed commmicntions project is being stored in the U.B,,
peding completion of site yreparation.

Attachments:

A. Proposed MAP and A.X.D. FY 1964 Program Obligations
B, Boductions in FY 1964 VAP and A.X.D. Progrens

Pipalins
D, Food for Pesca Progran

2}2 5}!&2(?5:!’5}1
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91"5 0.h6 0

2,70 1.67 1.03

0.2 0.01 0.21

9.2 0. 3.2

0 -~ e
& 0

10.62 .42 6.21

1.90 1.90 4]

¥ ::.’: ;":’"‘f-, " :: - = - ) 12.52 6031 6.21

5/ mamtﬁmmmmmmrwmm, for which
congideration hes been suspended.

™ T
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—GONFIDENTIAL Attactment B

Reductions in FY 1964
MAP and A.I.D. Programs

" The FY 1964 pvogms have been raduced in valus to less than
one-fourth the FY 1953 total. The FY 1963 AID program totaled $36.6
million in new obligations; MAP was $16.6 million.

The reduction of these programs as compared with initial plans
for FY 1964 has been even sharper. The initial FY 1964 Congressional
Presentation proposed an AID program of $29.4 million plus prospective
AID Contingency Fund loans of $40 million as part of 2 package of Wastem
support for the Indonesian~-IMF stabilization program. The initial MHAP
proposal for FY 1964 totaled $16.4.

We have reduced the FY 1964 AID programs primarily by deferral of
all planned obligations for commnications and transportation assist-
ance for the Mobile Brigads, by eliminating commodity procurement
funding for civic action and by suspension of consideration of both
star**ization and developmont project loans. The FYI 1964 MAP proposals
have peen reduced by oliminating weapons and ammunition and equipment
and spares unrelated to civic action.

The reduced programs now in operation consist primarily of train.
ing present anll potential Indonesian leadars in the United States and
throvgh U.S. university, military and contract teasms in Indonesia.

If Indoneslian policies and poerformance are to be changad for the better,
such training and exposure to American and other free world thinking

and methods is ossential. These ¢ projects and the malaria
eradication project account for about 90% of the revised FY *64 AID
progrant.

The Military Assistance Program has been restricted to training,
including training in military civic action, a means of stre
popular support for the Army and to a lesser extent other Indonesian
armed forces in their contest with the Indonesian Communist Party.

AID
AA/FEAFE/I
6/25/64
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Developsont Grants (primarily for contrest

forvard funding, perticipant treining snd
commodities). 11.6 9.1

Supporting Assistance (prisaxily for come
modlitiegs, excluding arms which are sus-
pended for Mobile Brigade, and balance
of March 1963 gpare ypoarts and industrisl s/ of
yew matorisls import losn). 10.8 8.6

Development loans (unexpended obligstions for
equiraent and contract services under a port
and harbor loan and & railwey loen, both made
in Juna 1999. 5.0 4.8

AID TOTAL 27.4 22.5
MAD

Undelivered balonces - equipment and spares {excludes .
weapous end ammnition) 18,5 ¥/ 18.0 {est)
MAP TOTAL 18.% 18.0

GRARD 1T0TAL 45.8 40.5

* Thase figures are inflated by 2 leg of several months in recording accounts

on paymnts grmndakm:'s U-203-3/31/6% report.

ymm @MMmmwmmmmmmmm' which
Ve .

b/ Bxoiudes $3.0 million for weapons and emmmition vhich have been suspanded.
Department of State and Dofense have reviewed the undelivered balances
and deleted items which would aid Indonesia's military aggreassive capabilities.
Inoludes $8 million worth of electronic equiyment for a fixed commmication
project now being stored with the U.B8. yending completion of site preparation.

of Reflscts actusl bank disbursements under Spave Parts end Industrial Hew
Materials §17 million loen. |

sl



The U.S. and Indonesia have a J-year PL 480, Title I Sales
Agreement whioh expires in February 1965. During FY 1964, the U.S.
issued procurement authorizations under this agreement and amsndments
thereto, as followss

Commodity Yalue (Midlions)

Rice 10022

Cotton 14.85

Tobaoco 30

Veg. 011 (Soybean) a2l
Title I Total 26,61

Since September, when Indonesia lsunched its "confrontation”
with Malaysia, PL 480 Titls I procurement authorizations have totaled
$20.9 million. Remsining commitments under J-year Sales Agreement
currently being withheld for either political or sconomic reasons:
32.12

In sddition, assistance was furnished the GOI as follows:

Title II-Disaster relief, WFP (Bali) 3.00
Title IIl-Voluntary Agencies 3.73

6.73

AID-AL/FE/116/25/60
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