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CONFIDENTIAL
December 12, 1959

Acoording to (mbnt confidentiel) information, discussions have been
re-opened botween Nasution and the PRRI regaprding a negotiated settlement between
the Central and the “"Revolutionary® governments. I understand that Col,
Kawllarung, striotly incognito, has besn-~or is-~in Djakarts asting as ons of
the PRRI contacts. \

During the past six months there havm}bocn severel such atienpts; however,
according to present information the current negotiations bhold a better changs
for succese. The army leadership apparently haa become Increasingly aware of
the prospects of s drawn-ocut guerilla warfere, & condition vhich may continue
almoat sndleesly (the official estimate of the "mopping-up period” now has been
extended two and a helf yearsl), while in the meantime the country is bleeding
to death and communism expands. |

If aegotiations--which are rmportod to teke placa vithouc the Prosident'a
knovledgomuuvuld coms to & suooeccfnl conolunian. it ts tha 1ntcntian to surprico 1
Bukarno with a *fait aoconpli' vhile absent an hit eoning uorld tour. B ‘

- It would seem, however, that if Sukarmo's {ntelligence is what 1t is
xenerally repo*tad to be, he mist be avare--or soon will bo-»of what is going
on, causing him aeither to countereet these efforts, or remlising the moress 1nto
wviiich he has led the country, he may look upon aucﬁ“‘putodh' as a way out \
(provided it is certain that he will be maintained as head of state, which zeeus
to be the intention). !hen, would no good come of the Nasution-PERI deal,
Sukarno could put the blame on his "treacherous® Minister of Defense.

Sukarno must realise by now that his sbsorption of all powers of state
has beoome somswhat of a fiusco and that the dizintegration of the ecuntry hes .-

necelerated fust since August 17 last. It must dawn even on the Presidens,
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unaccustomed as be 13 to deal with economic problems, that Indonesia's
severely unbalanced budget is the principal cause of the country's current
distress, wheress the gigantic expenses for the armed forces are mainly reaponsible
for such unbalenced condition. Consequently, Sukerno well may be in s mood to
welcome this "putsch®,

In case Sukarno is-—or will become--aware of current negotintions betubqﬂi
Nesution and the PRRI, his considerations as to whether or not to allow Nasution ‘i
to bring them to a successful conclusion, undoubtedly must take into account the :
position of trust snd favor Hasution enjoys with the U. 8. Government (ref. also  ¥
Anbessador Mukarto's remarks in this respect, zee my notes of October 20). The .
State Department has put ite cardas on Nasution as the best bulwark aguinst
communisn making further strides in Indonesias, which decigion has resulted in
resunption of U, 3, dellveries of militsry equipment, apgricultural surplus
commoditliea, loans, etc. Where would it leave Sukarmo, and his Indonesia, if he
ware o liquidate Nasution? |

Recently I had a few get-togethers with Ambassador All Sastroamidjejo
(two~time Prime Minister of Indonesis), and_%:iglm;ndoneaiu'a Ambasaacdor to
Germany (W.)}. The latter was a delsgate to the Indonesian Mission tc the current
U. N. Oenerel Assembly. All 8.'s position with the PNI party is of coursec well
known, and slso Zain muet be considered foremont among the party's bipgwigs. Much
peagimisn as to Indonesla's immaediate future was in the air during our various
talks. It was cl;ar that the attitude of both officials had become quite eritical
of their President and one-time boasom friend,

The Indenesian word "gila%--which means craszy-~wes often used when

reforring to recent measures and the current situation in Indonesisn. Baoth

gontlenen streseged the Lact that the President now is entirely surrounded by
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yos-men (they particularly referred to Foreign Minister Subandrio and alzo to
Djusnda in this respect), or by men of anell oslibre without any training or
background for the Jobs assigned to them. Little sound advice thus reaches
Sukarno, who having assumed the job of Prime Minister es well, is iﬁ particular
naed of scund‘support, they said.

Both Ambaasacors appesred greatly upset about the trend of things in
Inhdonesie. Benefiting from their current purroundings where they receive more
frank opinions &nd sounder advice than when iﬁ their homs country, whereas they
are daily exposed to eriticism (friendly or other, but always enlightening) with
regard to the course of evente in Indonesia, the truiss that a country whiech is
aconomically sick is doomed politically, stearts to dawn upon these nen,

They also byesk very bitterly about the suffoeatilon »r repression of
the political partles in Indonegin, with 8ukarno asnﬁning Aletatorisl powers for
all practical purposes. Ali S. has refused to give up hia membership in the PNI
serty and, accordimg to rezulations, must therefore leave the Government service.
His long~time friend Sukarno, however, hes offered to meke an exception for him
which 411 S. has refused to accept. 4ll B, now will return to Indonesia soon
(in February), where he hopes to have a few sound talks with the President, whereas

he zees as hiz immediate and urgent task to put some =pirit back into his

PNI~fellownen, so that they no longer need be "party to their own funeral®™.#
Also Ali S.'s son--who graduested from the Washington University in
' political sciance and whn had rapidly climbed the ladder of Lusr Negeri (Ministery

of Foreign iffuirs-—hes resigned from the gervice to dedicete himself to the cause

of reviving the place of the political parties in Indonesial's political setup,

o~
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| *The reader should not be surprised at the frankness of our discussione. For a
great number of years I have been well acquainted with both gentlemen, purticulagly

1 Al1 8. whom I have known since our highschool days.
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In ay notes of 28 August it was already stated that Adli 8. quite well
may consider Indoneaials ship sinking, belleving it opportune not to be
identified with 1t any longer,

When leaving in February, All 8. will visit various couniries of the
Eastern, Western and neutral blocs. On his list sre a. o; Hungary, Algeria,
Morocco and Egypt.

" Enclosed is a copy of the Hovember issue of the PRI information tulletin

edited in Geneva. The Maceo bulletin ia no longer published (presumably
because of lack of fundas), which ia regrattabls because it was the batter of the

two publications.
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Foto-Btz, 192563:

Confidential A Decenber 21, 1959

When at the indonesian embassy & few days ago, discussions ran
high on the subject of <:e current friction between the Indone~
sian and Red Chinese Ecvernmentg.

As tn the attitude in this dispute of the Chinese leaders, and
of their officlals in Indhwecia* apinlons varied between "I
told you so, one never can trust a Chinese™ and a great Jis-
appointment in & "friend and fellow-Asian"™ whose cleim to reat
in the UN Indonesis had so faithfully s=upported.

#dost officiale had come to the conclusion, however, that it
actually 1s to Indeonesla's benefit that Red China had dropped
her vell at this early stage, and had shown hereelf for what she
really 1s: an ioperinlist, acting with considerable insolence.

It - the Intter fuct, Adnt stor \ugroho remarked which lmpresses
and frightens him z0et in this affair. The "haughty arrogance”
with which Chinese officials, from the: top down, are behaving i

‘theaselves, no longer thinking it npceaaary to shroud their dis-

 pleasure in a cloak of 'iplomatic n! ceties, openly 'throwing ,
away thelir Banhung card"**, does not spell much good as fur &s '

, ,heir atrength and 1ntentlons Aare concorned. ‘

WE. t by ugroho it would have been 8o casy for the
Chinese ‘to continue for some more. years to throv ‘sand in the :
'eyea of the (;ulliblc) Indonesiana, or oth r
. matter, while wo'kinb hurd-—nubvvrcively o
‘mate goul:

f'allles and brethern"? ' A littln ‘more tact on the aide o‘ the . Chineee,
and in the eyes of Indonosia, Indis, etcetera, would have

remained closed for a 'comfortable‘ nuabor of years nore, it was’
observed, : :

"Even Preaident Sukarno's skin, so thick as far aa China is con

*The lotter openly incite the Chiness subjects living in Indonesia
against the locel government, while issuing orders going straight
atainst the Indonesian, thus "ignoring the ooveroignty of the hosat
country”, it was said, ~

*#Expression usod by THE ECONOMIST of Decenbor 12 in an article .on
the India/China feud.
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cerned, appears to have been pierced by recent events, However, -
embassy officials thought 1t a great mistake on the part of Su- L
bandrio to have gone to Mao, "as if he was in a pleading position",
I was told that Subandrio was treated by Peking with harshness ‘
and scorn and that he had left China greatly diuillusionod and

1n a rqther rurious mood . ,

fPo* the first time T heard embaasy officials opanly speculate’“‘g
gabout what ;eally‘vhina's ‘ambitions. are ‘and ‘where its fast-grow-'
Ang. strangt wWill lead ' to in another 10 o lsnyuars., : .

T ulso was tol ~of 4 Yy the ]vdonesian am-
ibasvador to Deking'adlscussing the rather frigid reception given
Krushtchev during his'last visit to China. ‘Also, that China no
7longer 15 fibhting Taiwan with Russia's most modern military
equipment, It was''pointcd out that Russia now seems inclined i
t5 distantiate herself to some ‘degree from Red China, the" fast-grow n;
colossus on her eastsile border, seeing to it that this "kid-brother™
no longer is being given the most modern"toys"” which in his hands e
mAay become a menace even to Kussia., Viewing recent events in: ’
"+his light, Indonesia's ambassador to Peking would not be sur-
prised if ¥rushtchav would move scmewhat over to the West,
nlthough at this stage such tendency would be almost indiscernable,

Practically everyone at the embassy felt satisfaction over the
~fact that at last the position of power the Chinese in Indonesia
neld over that ocountry's economy, is being attackeds#, MNost of
my upokesmen nowever doubted that their governmment will show
sufficient stamina t:c continue until the goal has been fully
reached, They pointed out that a similar move was started by
the inilippine government about 6 ymars ago, but that such efforts
had come to nought owing to lack of perseverence on the part

of that government (when faced with strong protests; and also
because of a liberal amount of bribing on the pamt of those
tnreatened, ; '

#M*%

Those of my Spokesmen who dared to talk openly about Sukarno,
were scornful of the results obtained by their Fresident/Prime
Minister since the time he assumed full exeocutive powers, Of the
manifold aganciea récently astqbl@bbod‘by Sukarmo, none has

% Paw . worry about the tnct that no‘progor measuxoo have been "
taren to take care of the vacuum oanbed by the elimination of
" the Chineao mi@dleman. o .



produced any impressive results. On the contrary, due to &

certain amount of overlapping of tasks and also to a dire lack
of experts, confusion is rampant.»

bumarno, Indonesia's represontative ‘to the IMP, mentioned that
minister Saleh had withdrawn the mining and petroleum bills
from oarliament for his and the c‘ﬁinefrs re-<onsideration°

‘fbumarno while 1n Indonesia last month waq reouested (for the

third time) to becoma presidont of the Rank I"ﬂonesia.c As his
‘beliefs in the monetary field have 1little in common with ' o
‘ourrent Indonesian: sovnrnncnt thinkinsu, Sumarno’ is. holding

~off as long as he can, pointing out that .the second on the
“1ist of . aVailables", Sutikno: ulamet, at’ presont 18 not. fu]ly
M emp1oyed»:,‘wherea& mare.ver a- .runsrer of Sumarno,’ after only.
1% years of service with the Fund,ﬁ ould" breauly 1nconvenience
| 8 other A=A countrieaﬁwhich”bumarnofalso represents,i If Sumar-
" no's (wild) protes ations are or no avail he will leave for L
"Djakarta in June. B i e ‘ ,

bumarno said that during the many contacts he had witn bukarno

- while in Djakurta, he had noticed that the President's "leader-

ship" in the economic/business/industrial field 18 moving more
and more in the direction of limited stute capitalism; in :
fact, Sukarno's "experts" -- in their search for a "happy medium"
between the Russian and American concepts -- are now studying

the Yugoslav system in these specific fields, Sumarno there-

"~ fore does not think it likely that the 2 abovementioned bills,
when released by Saleh, will show any improvement upon their
previous text; om the contrary, if the Sukarno-clique has not
learned its lesson by the time these bills are finalized, their
ultimate contents well may be much worse compared to the legis-
lation previously submitted to Parliament,

Sumarno also mentioned the fact that Sukarno becomes increas-
ingly pleased with the current cooperation on the part of the
Japanese in the economic field, Three samples mentioned by
Sumarno in this respect were the forestry, hotel, and petroleum
exploitation (N.Sumatra) projects, all three falling under the
SIBU"EIﬂIIon &naonesIan7Japanese cooperation arrangement (not
to be confused with the $400 million war reparations). - Accord-
ing to Sumarno, these three plans have been approved "in principle"
by Indonesia., He therefore believes 17 to be rather definite
that the often mentioned Japanese combine will handle the actual
exploitation of the N.Sumatra fields for Permina, but some more

# Which latter is embodied by the viaws ot Sukarno and his '; ;
immediate galacc-oliquo.'qf ; . , N
## 3,5,'s pos tion has been rodno
of Pinanoe, . . .. ,
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palaVering nay take place as to the exact terma of the loan
. sgreement (%the Eart of the output whjoh is to go to Japan,
*;jlprioe "disoounts ’ otcetera).

«1AJ to the Exim Bank loans to. Indonesia, the 1mpasse is deepen—

1ng, “AS raporteﬁ”&n previous occasions, the Bank closely sticks
0;its rules for proper wuthorization to sign loan egreements,
‘ ding to‘IndonesLa 1945/ Constitution, as 1mplementod by

‘ esidential as well as. parliamontary

f & treaty; these offi- =~
reement doas notv.- roqufre rati-;
n‘onesia however - amons whom
L ,that the term’ used by the
t aty' as, well ‘a8 _for 'agroement'
iat would be needed for loan -
,s”lomg ‘a8 Indonssia has taken =
- q and’ apparantly gukargg thinks 1t~ -
,expedient to go ‘slow at’ thisutima as to absorbing thdVbowers of =
‘parliament -- the Exim Bank demands 2 signatures, one of the Presia
dent and onse of narliament, which mears that for the time being no“;
sucn loans will come. orf z | ;

T'nis prodblem assumes even wider oroportions owing to the fact
tnat the Exim Bank is charged with the administration of the

ICA ayreements, ICA i5s less strict when it comes to which agen-
cy .(1es) should sign for Indonesia; in fact, it has ordered

the Exim Bank to make the outlays resulting rrom the ICA's
longtermm credit arrangements with Indcnesia without further fuss,
Yowever, the Exim Bank, as ICA+s bdanker, feeld that it ¢an not
makxe the payments without the agreements having been properly
signed. ‘ :

The foertilizer plant project, s well as the agdditional loan
for the Grisek cement plant, are the principal victims of the

" Exim Bank's attitude, As to the first mentioned projeot,
arrangements with Foster Wheeler regarding construction, manage-
ment, personnel eduoation, etcetera, have been completed, How-
nver, negotiations with Grace & Co, for a consulting engineers
contract have come to a dead end; the reason being that Grace
with so many new projects of its own -- here and abroad -- felt
it could not spare its (few urea) experts to do the job for
Indonesia, Desre & Co, has now been approached by the Indonesians,.

Instructions from Djakarta to economigze dfastically on the em=-
bassy's budget, have hurt the few experts connected with the.
‘ombasay considerably more than the otnor otticials. These ex~- -
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belong to tne upper strata of the bet er-paid
embaaay;]eaderfhip. insufficiently aware of '
rae Indonesiangr shan) is replacing them by
Y ke ‘QfaIndonesian students.
ngtony. Bl s 1s ‘ramp v, pmong: thoao with
of reSpanaibility. ‘

e\t~£adocumantsyias ed’ by‘the embassy:
ani ‘ ) ared by‘the

1na,colleaxuq,_ : ,
directed abalnst Chin




