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WARNING

This document contains information offecting the national defense of the
United States, within the meaning of the espionage laws, Iitle 18, Sec—
tions 793 and 794, U.S.C., the transmission or revelations of which in

any manner to an unauthorized person is jprohiiited by law.
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OPERATIONS COORDINATING BOARD
Washington 25, D. C.

January 24, 1955

MEMORANDUM FOR THE OPERATIONS COORDINATING BOARD

SUBJECT: Progress Report on NSC 171/1 (Indonesia)

The attached Operations Coordinating Board Progress Report
on NSC 171/1, "United States Objectives and Courses of Action
with Respect to Indonesia," dated January 12, 1955, was noted by
the Natignal Security Council on January 20, 1955 (NSC Action
No. 1310).

The previoﬁs draft of this report dated January 7, 1955 is
obsolete and may be destroyed in accordance with the security
regulations of your agency.

e i;) {5§ﬁ /Jfg
/{L’Vf{ vy o /1&” 5
Elmer B, Staats
Executive Officer

Attachment:

Memo to the Executive Secretary, NSC
from the Executive Officer, OCB,
subject as above, dated 1/13/55, with
attachment as listed,

OCB File No. 30 TOP SECRET

1ot
ind SoN|
Approved For Release 2005/04/28 : C|A-RDF’80R01731ROO3000160012Q¥E



Approved For Release 2005/04/28 : CIA-RDP80R01731R003000160012-3
TOP SECRET

OPERATIONS COORDINATING BOARD
Washington 25, D, C.

January 13, 1955

MEMORANDUM FOR Mr. James S, lay, Jr,
Iixecutive Secretary
Hational Security Council

SUBJECT: Progress Report on NSC 171/1 (Indonesia)
(Policy Avproved by the President, Novenber 20, 1953)

There is attached the second progress report by the
Operations Coordinating Board on NSC 171/1, "United States
Objectives and Courses of Action with Respect to Indonesia,™
covering the period June 1, 1954 through November 30, 19544
The report was approved by the Operations Coordinating Board
on Januvary 12, 1955.

The following significant developments subsequent to
November 30, 1954 were noted by the Board:

1. Smallholder Rubber Policy

On December 9, 1954, the National Security Council in
NSC Action No. 1284¢ decided that the OCB should reconsider ime
plementation of NSC 5417/3 (U.S. Rubber Policy) in approximately
six months in the light of the situation then existinge (Parnse
7 and 25 of Summery, and para. 20a of Annex "A"),

- 2+ Review of U.S. Far Fast Policy

On December 22, 1954, the President approved NSG 5429/5,
ineluding a new section, paragraph 5e, relating to means of pre-
venting Indonesia from falling under Communist controls MNSC 5429/5
will guide the implementation of NSC 171/1 modifying the latter
vhere inconsistent, pending a review by the NSC of NSC 171/1.
(Para. 19 of Summary).

3. Afro-Asisn Conference

On December 29, 1954, announcement was made of an AfrTo~
Asian Conference to be held in Bandung, Indonesia in April 1955.
Due to the inclusion of Communist China in the list of prospective
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participants this conference has become a much more concrete
problem than it was at the time the report was written, It is
recognized that the proposed conference will include representa-
tives and consider issues wider in scope than those under NS¢ 171/1;
it is reported in this paper because of the initiative of the
Indonesian Government and because the conference will presumably

be held in Indonesia. (Paras. 5 and 24 of Surmary and para, 16
of Annex "A",)

o

I~

T
:

”iIHmer B, Staats
Executive Officer

Attachment:

Progress Report on NSC 171/1
(Indonesia) dated 1/12/55,
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Ambesgsador Cumming's consultation in Washington during parts of
September, October, and November, permitting him to talk to the
President, Vice President, Secretary of State, Senate Foreign Relations
Sub-Cormittee on the Fer East, Defense representatives, and many others
should increase the Ambassador's ability to exert personal influence
on Indonesien leaders. TForeign Minister Sunario, Dr, Djuanda (liead
of the State Planning Bureau)}, the Governor of the Bank of Indonesia.
and a number of other leading officlals visited the U,S. during the
period of this report. Meetings were arranged between these lealers
and Americans, both offlcial and non-officlal which, it 1s belileved,
have exerted a favorable influence,

Parae 19. - "Continue efforts to influence Indonesian governmen:
officials to oppose Commmist infiltration and subversio:,”

This principal has continued to gulde activities of all departments
and agencies of the U.S, Government in the day-to-day conduct of .
re_la‘biqns with Indonesie and in actions taken pursuent to NSC 171/1.

Paras 20, as ~ "Explore urgently the practicable means of assistiing
' N Indonesia in regard to its important econamic problems,
with pexrticular attention to the net advantage of
helping Indonesias find markets for rubber and tia,
and explore the possibility of assisting the Indones:=a
Covernment in improving the guality of the rubber pro-
duced by small holders,"

HSC Action No. 1243b, adopted the recommendations of the OCB
contained in NSC 5LlT /3 subject to a determinatlon that the program
will not adversely affect the sale of U,S, Government-owmed syntheti:
rubber plants, The Secretary of the Treasuwry recommended that action
on the program be deferred for spproximately six months, The OCB agr=ed
that certain informal discussions with the Indonesian Government with
respect to asslstance for the smallholder rubber industry and ncrmal
study and survey activities can be contlinued but that no definite
action or commitment in response to a specific request from the
Indonesian Govermment would be made within the sixz-month period without
further reference to the OCB.

A8 a necessary preliminsry step towards possible Implementetion
of NSC 5417/3, FOA plans to augment its steff in Djakerta by a rubber
production and merketing specislist who will devote a perlod of time
estimated at six months in studying the precise steps that would be
required in any Joint United States-Indonesian attack on the basic
problems affecting the smallholder rubber producers.

Paras 20, be - "Recognize the obligation of the U,S. Covernment, unlcr
- existing contracts for the purchese of tin, by makiny a
reascnable offer to Indonesis with the intent of reazh-

ing egreement on a mutually satisfactory price for de-

liveries in the third yesr of these contracts."
FOE
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The third and final year of the U,S. contract to purchase 18-2¢,000
tons of Indonesian tin will be completed in March 1955. Tin accounts
for approximately 10 per cent of Indoneslats forelgn exchange eexrnires,
On the basis of present information it is expected that Indonesia will
be able to dispose of its tin through normal commercial chennels.

Pora. 21. - "Take appropriate actions to astrengthen friendly relaticns
. between Indonesia and the U.S."

This principle continues to gulde activities of all departmente
and agencies of the U.3. Govermment in the day-to-day conduct of
relations with Indonesis and in actions teken pursuant to NSC 171/1.

Peras 22. ~ "In cooperation with the Indonesian QGovernment, continue
. U«8s economle and technical assistance, both loan end
grant, as appropriete, wlith special emphasis on the
diversification of production to decreasge excessive
dependence on rubber."

FOA now has an almost entirely new administrative staff in
Djekarta which has been effective both in stimuleting discussions witn
the Indonesian Qovermment for the effective utilization of the techrical
cooperation program and in submitting anelyses of the existing sltuation
with recomendations for United States actlion., It is estimated that the
work of this staff has been effective in advancing the planning for the
current program to perhaps six months ahead of the situation existire
at this time a yeor ago.

FOA with the Department's support is seeking an additional §$3.32
million for its FY 1955 program of which $1.3 million would be utilized
for an expanded malaria control program.

The FOA mission recommendation for fiscal year 1956 includes
$8 million for the technical cooperation program and a $6C million
program of economic development assistance., This recommendation 1is
gubtmitted on the assumption that econtmic aid will be granted during
fiscal yesr 1956 to & government which has a more friendly orienta-
tion towsrds the Unilted States than has the All Cabinet,

All funds availeble in fiscal year 1954 were obligated and the
procurement and training pasrticlpents portions of the program are
proceeding in good order,

Coamplete concurrence with the Indonesian officials on the Tiscel
yeax 1955 program can be anticipated quickly as soon as the Mission
can be advised of the amount of funds which will be avalleble in the
cuwrrent year. About half of the projects in the current year can be
obligated promptly thereafter, with the balsnce requiring an sdditicral
Washington clearance.
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The FOA program obJectives include assistance in accordance wi’:il:
sxpressed plans of the Covernment of Indonesis toward diversification
of the Indoneslan economy. Diversification should extend not only e
agricultural production, inecluding the production of cacso y 8laal, wund
other foods and fibers but also to industrisl production, including *he
production of some consumers' goods now being imported. Jevere i
culties encountered include the lack of tralned Indonesisn personne..
end shortege of capitel for industrial development, the inadequacy of
bagic facilitles, the 'Indonesianization” program of the recently oustad
Minister of Economic Affairs, and the poor organizetion and dubious
attitude of that Minlstry's Depertment of Industry. FOA efforts in the
field of technlcal vocational education, and in the training of indusiry
persommel, are directed toward the raising of the level of techaical
skills., Efforts are being made by USOM to obtain better understandii; of
ouwr objectives with the Department of Industry., The smallholder rulter
program, if implemented, will furnish an opportunity for FOA to furthoer
encowrage agricultursl diversificetion,

Contracts with the University of Californis and Tuskegee Instituie
were slgned in July, and the J. Q. White contract extension until
December 31, 1955 was signed in August.

Indonesia has expressed interest in acquiring surplus sgricultivral
commodities under PL 480,

At the request of the Indonesian (overnment, the IERD and IMF erc
Planning to send a survey mission to Indonesia in early 1955, The Fead
of the Indonesian Planning Bureau, Dr, Djuands, expressed interest ir meet-
ing paxrt of Indonesia's development capital needs through IRRD losane,

Para, 230. - "In cooperation with the Indonesian Covermment, assist in
creating an adequate climate for forelgn investment in
Indonesia." :

A speclal committee has been assigned to prepare legislation imple-
menting the Indonesien Govermment's statement on foreign investment o
last year, It is doubtful that any concrete legisletion will be passed
before elections,

The American oll companies, Stanvac and Caltex, have in recent months
negotiated satisfactory agreements on the division of taxes and the re-
mittance of profits, in return for which they have mede certain comrit-
ments on additional capitel investment. Agreements on further conces
slons for petroleunm exploration have not yet been secured by these
companies, however, to the best of the Departwentt!s knowledge.

The Department has provided the Indonesian Govermment with a dra:t
FCN Treaty .of the type which we feel might be sultable. The Chief of
the Fcenemics Section of the Indonesien Foreign Office hes studied this
draft and told our Embassy that he foresees no insurmouwntable difficul-
ties in it, We do not anticipate very rapid progress in ‘the conclusicn
of thils treaty but we belleve 1t 1s worth at least keeping it alive
pending elections.
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Indonesian Foreign Minister Indonesian fallure to utilize these
speces, and requested sn inquiry., No conclusive reply has yet bee:
received. The Department is awalting Ambassador Cuming's return
to Djekarta to take this gquestion up again with the Indonesiar
Government., ‘ : '

Good progress is being made on implementing the Police Administra-
tion Training project and additional funds are contemplated ir the
expanded fiscal year 1955 program. However, the chief technician
was forced to resign for medical reasons and a replacement is beinz
sought. . - '

Para. 27. - "Strengthen the U.S. information progrem, and thé exchasge
~of persans, including potential lesders in labor, industry
and other flelds,” :

The USIA budget for fiscal year 1955 has been increased to
$525,185, Mission operating funds were increased by $23 ,186 over fiscal
year 195k, and media support wes increased $12,000 to secommodate new
and expanded activities designed to strengthen the program.

A new reading room was opened on October 1 in Padang to serve ihe
important area of west-central Sumatra where the program has not been
eble to operate directly witil now. The reading room is staffed
entirely by local employees and has been recelved enthusiastically in
the area, It will serve for several months as a pilot operation
vhich, i1f it proves effective and satlsfactory, will be duplicated in
Menado, Celebes, another center of political, cultural and educaticral

importance. :

USIS Djakarta is meeting a somewhat lessened resistance to accopt-
ence of VOA material by Radio Republic Indonesia and is undertakire to
exploit the incressed receptivity by using a seris of locally proéuced
package progrems for presentation to RRI.

. In answer to requests from the Foreign Minister and other govern-
ment officials, the production of the daily press bulletin has beer
resumed safter being discontinued for nearly a year. The complete
press bulletin is now being distributed in English to government
officials, political and educational leaders, editors and writers.
More important end timely items are taken from the Wireless File fo=
isgue in Indonesian as press releases. T

To meet the increasing number of requests from priority audierces

the prese run of Americen Miscelleny, the bi-lingual post monthly
magazine was increased from 50,000 to 50,000 coples: = The megazine
continues to have the largest circulation and readership of any

periodical in Indonesia. Production of pamphlets both locellr anc.
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at the Manila reproduction center also has been stepped up to meet
the demand from target groups.

The Information Media Guerantee agreement, which would stimulete
the import of American books has not yet been signed although all
other negotiations appear to be completed. The number of Amexicar
Yooks available in libraries throughout the country is increasing &:
a result of a large-scale presentation program which is putting
books and periodicals into a mumber of libraries through the avenue
of the Government's Office of Public Library Service.

As the Masjuml bas become more actively and openly anti-Commng {5t
the party is showing increased willingmess to peek asglstance fram
USIS. The post has made availeble films and pamphlets for Mas jums.
meetings, it supplies pexrty publications with anti-Commmunist featio2
neterial, furnishes background information to party leaders, and “n
essisting Masjumi in the publication of strongly anti-Communist booss.
Ineressing public interest in Communism accounts for a rise in the
1imited eirculation of the magazine "Problems of Conmunism” and some -
whet easier placement of antl-Communist press naterials.,

USIS Djekerta has been directed to report on plansg and opera’.ons
simed at favorsbly influencing the proposed general election.

FOA cbligations for the fiscal year 1954 program included 223

training grants including 20 Police Administration trainees to go¢ 25X1
to the Philippines, '
1 ] X1
L T b
| X1
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