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URUGUAYAN LEADERS MAY BE PAVING WAY FOR FUTURE COUP
There is some suspicion that military appointments made
by National Council of Government President Hebeér are
calculated to assure him military backing in case he
should decide a concentration of power in his hands is
necessary.

CASTRO'S 26 JULY SPEECH
This year's anniversary speech by the Cuban leader
pointed to no new developments. It was devoted largely .
to international affairs, with the '"fight aga1n$1 Us
imperialism'" as the main theme.

INCREASED TERRORISM THREATENED IN VENEZUELA
A split over policy between the leadership of the Commu-
nist Party of Venezuela and the hard-liners of the Armed
Forces of National Liberation, its paramilitary organi-
zation, may lead to an increase of terrorist acts.

DOMINICAN PRESIDENT PROPOSES REFORM OF SUGAR INDUSTRY
In his first major effort at long-term improvemént of
the economy through institutional reform, Balaguer has
outlined a draft law reorganizing the state-ownéd sugar
industry. This seems to have met in part the admin-
istration's need for some immediate reform measure for
political effect.
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Far East
VIETNAM

Allied military activity re-
mains focused in South Vietnam's
northernmost province, Quang Tri.
In Operation HASTINGS/LAM SON 289
"A" just south of the Demilitarized
Zone, ten US Marine and South Viet-
namese Army (ARVN) battalions are
pressing their offensive against
the North Vietnamese 324 "B" Infan-
try Division. As of 28 July this
operation had resulted in more than
750 Communist troops killed and 225
weapons captured. Friendly losses
were 145 killed (124 US) and 471
wounded (445 US),

In the Tuy Hoa area of coastal
Phu Yen Province, US airborne and
South Korean marine units success-
fully terminated Operation FILLMORE.
This four-month combined harvest/
security operation achieved its pri-
mary objective of denying major Viet
Cong elements access to sorely
needed rice supplies, and in the
process cost the Communists some 450
troops killed and captured.

Communist forces this past week
sharply intensified their guerrilla-
type activity against allied posi-
tions in the Saigon area and key US
air installations in widespread sec-
tions of the country. Heavy mortar
and recoilless rifle attacks were
launched against the US 25th Infan-
try Division headquarters at Cu Chi
(Hau Nghia Province), the recently
opened Special Forces camp at Trai
Bi (Tay Ninh Province), and strategi-
cally important US air bases at Da
Nang, Quang Ngai, and Soc Trang.

Infiltration Still Heavy

Evidence of large-scale in-
filtration of North Vietnamese
(PAVN) troops into South Vietnam
continues to grow. MACV now con-
firms three more PAVN regiments and
five separate battalions.

The entire 324th "B" Division
—--a headquarters element and three
regiments totaling some 5,000 men
--is in Quang Tri Province. As
noted above, these forces have lost
over 750 killed in action in recent
engagements.

MACV also confirms a new regi-
ment and four separate battalions
of the 620th PAVN Division operating
in the Quang Nam - Quang Tin border
area. The fifth newly confirmed
separate battalion is an artillery
unit in the central highlands.

Confirmed PAVN strength in
South Vietnam stands at 41,360 men.
Another 1,100 are carried in the
probable and possible columns.

There are indications that addi-
tional units are en route or re- 25X1
cently arrived.

SECRET

Page 1

WEEKLY SUMMARY

29 Jul 66

Approved For Release 2008/05/27 : CIA-RDP79-00927A005400010001-3




Approved For Release 2008/05/27 : CIA-RDP79- 00927A005400010001 3
= LU INLIL

=5 «—— Demilitarized Zone
OPERATION

THUA THIEN

OPERATION

FILLMORE

Trang Airfield

TEEET SOUTH VIETNAM

25X1 ‘

63168

% SECRET
i Approved For Release 2008/05/27 - CIA-RDP79-00927A005400010001-3



25X1

Approved For Release 2008/05/27 : CIA-RDP79-OO927AOO54OQO10001-3

=~ SECRET ~

Hanoi Calls Off Pilot Trials

Ho Chi Minh intervened per-
sonally this week to relax some of
the pressutre in the DRV threat of
trials and execution of American
pilots. After weeks of intensive

propaganda on the question, Radio
Hanoi announced on 23 July that the
matter had been referred to a
civilian committee which would con-
duct an "investigation"--presumably
over a long period of time. For
good measure Ho sent reassuring
telegrams to private US citizens
and organizations. One of the
clearest was that to the CBS net-
work stating "No trial in view."

This apparent tactical retreat
in a major propaganda campaign may
have been generated by adverse in-
ternational reactions--which Hanoi
may have anticipated in any case.
The regime, for example, never of-
ficially associated itself with the
threatening language used at mass
rallies and in newspaper editorials
and commentaries. Official state-
ments never went beyond Hanoi's
long-standing contention that the
pilots had committed crimes against
the Vietnamese people, that the
DRV had the right to try them, and
that they were not prisoners of war
under the terms of the Geneva agree-
ments,

The month-long propaganda cam-
paign may have been designed with
a dual purpose--to give the North
Vietnamese people an outlet for out-
rage over the bombings and to serve
as a deterrent to further escalation
of the air war by Us policy makers.

Chinese Propaganda Support

Speeches stressing support for
Vietnam continued this week at
rallies in major Chinese cities,
but expressions of support did not
go beyond previous pledges of
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assistance. A reference to Chinese
and Vietnamese "joint blows" at the
US conveyed the impression of readi-
ness for Chinese involvement in the
war but did not go as far as Peking's
past pledges to send "yolunteers"

to Vietnam "if needed." Statements
by Chief of State Liu Shao-chi and
Vice Premier Tao Chu on 22 July made
no reference to "volunteers" and
emphasized Vietnamese determination
to fight on even if the war lasted
"20 years or longer."

Threat of Bloc Volunteers

Since the Warsaw Pact on 7 July
pledged "volunteers" for Vietnam
"if requested," Moscow has put out
conflicting signals. With the Brit-
ish, the Indians, and apparently
the Swedes, the Soviets have stressed
the dangers of the war's "new stage"
and underscored the sincerity of
the pact's offer of "volunteers."
The Soviets have not, however,
taken a hard line with US representa-
tives. This suggests that their
pitch to Prime Minister Wilson and
several neutrals is mainly meant to
encourage them to press the US to
stop bombing North Vietnam or at
least to refrain from any further
intensification of US air strikes.

Moscow also remains concerned about
countering Chinese’ charges of So-
viet "capitulation,"

Since the aixr strikes on the
DRV's main oil storage facilities
last month, the private comments of
Soviet officials to American repre-
sentatives have been consistently.
restrained, indicating that Moscow's
attitude toward the war has not sig-
nificantly altered. The Soviets ap-
pear intent on communicating to the
US through private low-level chan-
nels that they do not intend to send
personnel to Vietnam other than the
technical types already there.

25X1

Soviet Marshal Bagramyan covered
essentially the same ground with
the US Army attaché in Moscow.

The East Eurdgpeans generally
regard the Vietnam war as an unwel-
come brake on Eurdpean detente, as
well as a drain, in terms of aid,
on their resourceg. However, they
are probably reconciled to increas-
ing their limited assistance, possi-
bly by providing specialized per-
gsonnel such as medical technicians.
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NEW CAMBODIAN TALKS WITH VIETNAMESE COMMUNISTS IN PROSPECT

Cambodia's Sihanouk is pre-
paring for another round of bor-
der talks with the Vietnamese
Communists which could lead him
to grant diplomatic recognition
to Hanoi and the Viet Cong.

Phnom Penh has
drafted an agreement, which pre-
sumably it will ask the Viet Cong
to sign, covering delineation of
the Cambodia-Vietnam border.

Sihanouk discussed the prob-
lem of signing a border agreement
with the Communists in a speech
before the Cambodian National Con-
gress on 20 July. He said such
an agreement might bring US re-
taliation, but argued that the
danger of this would be outweighed
by the longer term advantage of
getting the Vietnamese Communists
to agree to Cambodia's version of
its borders. He implied that
even though Communist military
fortunes in South Vietnam have
been waning, he still believes
the Communists will eventually
win there. '

Sihanouk also stated in his
speech that in order for the bor-
der agreement to have real mean-
ing, Cambodia would have to agree
to grant diplomatic recognition

to North Vietnam and the National
Liberation Front. In doing this,
he said, Cambodia would not al-
ter its "neutrality" or its de-
sire to avoid entanglement in the
Vietnam war. He indicated, how-
ever, that Cambodia's negotiat-
ing position would remain firm,
and he expressed some doubt that
the Viet Cong will be willing to
sign on his terms.

This apparent new attempt
by Sihanouk to reach a political
accommodation with the Viet Cong
comes at a time when he has been
increasingly critical of the Com-
munist camp. In recent public
statements he has implied that
Cambodia's support for Hanoi and
Peking is ephemeral, and he has
held out the prospect of improved
relations with Bangkok and Sai-
gon. However, his oft-stated be-
lief that the Communists will
win in South Vietnam, a view which
has formed the basis of Cambodia's
foreign policy over the past five
years, apparently has not been
shaken. He evidently feels that
a border agreement with the Com-
munists would.establish the
"juridical" grounds for warding
off future Communist pressure
against Cambodian. territory.
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EDUCATIONAL REFORM IN COMMUNIST CHINA

Communist China's cultural
purification drive has hit its
educational institutions espe-
cially hard and is producing a
strong negative reaction at uni-
versities throughout China.

Part of this general uproar,
which lasted through much of June,
was doubtless generated by the
regime in connection with the
purification drive. Some of it,
however, was very likely caused
by students who dislike the edu-
cational changes predicted in a
13 June party and government no-
tice and now being openly dis-
cussed. It is still far from
clear how far or how fast the re-
gime intends to push these "thor-
ough reforms" in education. The
only firm steps thus far have
been a six-month postponement in
the enrollment of the 1966 fresh-
man class at the universities and
the retention of university and
high school students at their
schools for indoctrination this
summer instead of the usual work-
ing "vacation."

The party press, however,
has carried suggestions for radi-
cal departures in enrollment pro-
cedures, curricula, and operating
methods. Among these suggestions,
all attributed to students, have
been recommendations that liberal
arts and even scientific courses
be severely curtailed, that more
peasants and workers be admitted
to the universities, that less
emphasis be put on reading books
and more emphasis put on learning
through labor, that the weight
given scholastic marks be re-
viewed in favor of political con-
siderations, and that faculty
titles be abandoned as were ranks
in the armed forces.

Despite the damage that ex-
tensive tinkering with the edu-
cational system would do, some
of these ideas might well appeal
to an aging party leadership ob-
sessed with the need it sees to
ensure "revolutionary successors."

The 72-year=~0ld leader is
again taking a hahd in major de-
cisions, and the regime is trying
hard--witness this week's near-
idolatrous accounts of the Yangtze
swim--to project an image of a

healthy and vigoxous Mao.
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INDONESIA'S NEW CABINET

The new Indonesian cabinet
installed on 28 July marks yet
another step in the consolida-
tion of power by the army under
General Suharto. The government
is expected to continue the
gradual reorientation of foreign
and domestic policies that has
been under way since the military
crushed the leftist coup attempt
last October.

Suharto is chairman of the
new presidium and thus heads the
cabinet. He also retains the
defense portfolio. The five
"first ministers" who compose
the presidium include the tri-
umvirate that directed the pre-
ceding cabinet--Suharto, Adam
Malik, and the Sultan of Jogja-
karta. The other two are repre-
sentatives of Indonesia's two
largest parties--Sanusi of the
National Party and Chalid of the
Nahdatul Ulama.

Three minor parties are
also represented in the cabinet
--the Catholic Party, the Chris-
tian Party, and the pro-Army As-
sociation of Supporters for Indo-
nesian Independence.

The inclusion in the pre-
sidium of Chalid, a man of un-
savory repute with questionable
backing even within his own party,
represents Suharto's major con-

cession to Sukarno, whose posi-
tion has been further eroded.

Although political parties
appear to have been given a larger
role in the cabinet than in any
for several years, their influence
is likely to remain secondary to
that of the army. Of the 27 in-
dividuals in the cabinet, eight
are representatives of political
parties, 12 are military, and the
remainder are technicians.

With the domestic political
situation increasingly under con-
trol, Indonesia's severe economic
deterioration is the government's
major problem, In the hope of gen-
erating economic assistance for
Indonesia and easing the payments
schedule on Indonesia's large
international debt, the Sultan of
Jogjakarta, first minister for
economics and finance, plans to
go to Western Europe in late Au-
gust and to Tokyo in mid-September,
and to come to the United States
later in September. Foreign Min-
ister Malik plans a similar trip
+o the Soviet Union, although no
firm date has been set.

Indonesia's Western creditors
have agreed that any rescheduling
of Indonesian debts should be ap-

proached on a multilateral basis 25X1

and a formal conference for this
purpose is planned for mid-Septem-

ber.[;
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TALKS ON FUTURE OF FRENCH FORCES IN WEST GERMANY STALLE

Negotiations concerning the
future role in NATO defense of
the French forces in Germany have
stalled. Talks broke down at the
27 July meeting of the North At-

‘lantic Council (NAC) when the

French refused to accept without
substantial qualification NATO
Secretary General Brosio's sum-
mary of their position on this
issue. Further discussions have
been postponed until September.
France's fourteen NATO allies
decided that if the permanent
representatives cannot agree at
that time it may be necessary to
refer the guestion back to the
NATO foreign ministers.

The tough position of the
French may be the result of con-
viction that their bargaining
position with the Fourteen as a
whole has been strengthened by
the apparent eagerness of the
Germans to reach an agreement in
the parallel French-German nego-
tiations on the legal status of
French troops in Germany.

A4

D 25X1

Erhard maintained that the
French forces must have a clearly
defined military mission. How=-
ever, the US Embassy in Bonn
warns that it would be unrealis-
tic to expect the Germans to
stick to this position if they
had in fact already reached a
"basic political decision" to
allow French troops to remain in
Germany.

Meanwhile, Britain is con-
tinuing its efforts to obtain
higher payments from Germany to
offset the foreign exchange costs
of maintaining the British Army
of the Rhine (BAOR). Bonn's un-
forthcoming attitude during the
visit of Chancellor of the Ex-
chequer Callaghan to Bonn last
week has prompted new threats to
reduce the size of the BAOR. Al-
though the special British-German
commission on the problem is not
scheduled to report until late
September, Britain's economic
crisis may force a decision on
troop cuts before then.

25X1
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EEC AGRICULTURAL AGREEMENT KEY STEP TOWARD ECONOMIC UNION

The agreements on agriculture
reached in the EEC Council during
the past week will probably rank
among the Common Market's major
achievements. The accords vir-
tually complete the five-year ef-
fort to lay the basis for full in-
tegration of agriculture within
the community, and they thus
carry the member states another
major step toward economic union.
While outsiders fear the completed
policy will prove far too protec-
tionist, the EEC is now able in
any case to participate fully in
Kennedy Round negotiations this
fall aimed at liberalizing world
trade in farm products.

Last week's agreements pro-
vide specifically for common
prices and marketing regulations
throughout the EEC for milk, sugar,
meat, eils and fats, and fruits
and vegetables. Once these and
previously agreed requlations are
in full effect, there will be
free trade and competition within
the Common Market in all farm
products, behind a single system
of protection against imports
from outside the EEC. Price sup-
ports, disposal of surpluses,
and improvements in farming meth-
ods will be financed wholly or
in part by the community, whose
annual agricultural budget is ex-
pected to approach $2 billion in
a few years.

The economic and political
significance of this system seems
likely to outweigh considerably
the drawbacks already evident.
common prices have probably been

The

set high enough to have an infla-
tionary effect, and they could

in some cases create burdensome
surpluses. The French, who had
pressed for these agreements,

are even now voicing their concern
along these lines. Nevertheless,
the opening of internal free
trade within the comﬁunity seems
likely to further thé postwar
rationalization procekss in Euro-
pean agriculture with net gains
in productivity and efficiency.

Agreement on the common
agricultural policy will get rid
of one constant irritant between
France and the other EEC members,
and will in general provide a
better balance between EEC indus-
trial and farm interests. De-
spite France's antisupranational
prejudices, the EEC Commission
had a key role in negotiating the
agricultural arrangements and
will have a prominent place in
their administration; moreover,
the French went along with ar-
rangements which are highly cen-
tralized in character. The ex-
tension of the system of common
prices will exert further pres-
sures toward better coordination
of monetary policies, and the
EEC will in general have more
time to deal with other questions,
such as the common energy policy.

Whether outside suppliers
will turn out to be the only
serious losers remains to be
seen. Liberal-minded community
sources have described the Kennedy
Round offers on farm products ap-
proved by the EEC Council on
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Neverthe- in France--that the EEC may come

27 July as "meager."
to see the Kennedy Round as one

less, the Kennedy Round could not
proceed without these offers on way of reducing the price tag
the table, and there is already on an integrated agricultural

some press speculation--even in Fmrket.F 4125X1
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SOVIET INDUSTRIAL GROWTH RATE CONTINUES TO DECLINE

Moscow's official statistics
for the first half of 1966 (see
box) indicate no improvement by
the Soviet economy over its un-
satisfactory performance of recent
years. Moreover, there is still
no evidence that the Brezhnev pro-
gram for agriculture, first an-
aounced in March 1965, has been
fully implemented.

A harbinger of future dif-
Ficulties is the virtual stagna-
tion of gross fixed investment
in new plant and equipment. State
plan investment--about three
guarters of the total--was re-
ported to be only 2 percent more
than last year's midyear figure,
which had represented a l0-per-
cent rise over 1964. The rea-
sons for the slowdown are not
vet apparent, and the 6.3-per-
cent increase envisioned for
1966 as a whole might still be
met by a big push in the second
half of the year. A continued
lag, however, would cause re-
percussions throughout the
growth-oriented Soviet economy
which could have political side
effects.

In contrast to the rela-
tively low 8-percent growth in
gross industrial production,
the output of the machine build-
ing and metalworking industry
increased by 11 percent. A de-
cline in the rate of growth of
principal civilian uses of ma-
chinery seems to suggest a fur-
ther increase in the share of
durables devoted to military
and space programs. Ferrous
and nonferrous metallurgy was
;the only other major industrial
sector which increased its pro-

duction over the midyear rates of
1965. The growth of chemical pro-
duction declined somewhat,

reflect-

ing the scaling down of Khrushchev-

ian goals.

The energy ihdustries, with
the exception of petroleum, not

s
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only failed to maintain last
year's rate of growth but also
fell short of the planned goal
for 1966. The growth in elec-
tric power consumption was the
lowest for any six-month period
since 1960.

The implementation of Brezh-
nev's agricultural plan has
yielded few results. Although
agriculture is receiving a larger
share of truck and tractor pro-
duction, there were only small
increases in the output of agri-
cultural machinery and tractors.
The increases of 3 percent and 8
percent respectively remain well
below the average annual rates
required by the Brezhnev program.
An increase of 17 percent in
mineral fertilizer production
reflects the introduction of new
capacity from the program ini-
tiated by Khrushchev.

SOVIET 1966 AGRICULTURAL

As of mid-July, Soviet agri-
cultural prospects for 1966 con-
finue relatively favorable. The
grain crop may Surpass the 1%61-
65 average of 106 million metric
tons since the winter graln crop
now being harvested is a fairly
good one (although below 1965)
and the outlook for spring grains
igs above average. Conditions
are favorable for most row Crops
and the output of livestock
products is increasing due to
ample feed supplies.

Although the area sown to
grain is slightly below 1965, an
early spring in the European USSR

The Soviet consumer is once
again a little better off, al-
though money incomes appear to
be increasing faster than the
supply of consumer goods. An
indication of surplus purchasing
power is the increase in savings
deposits, which reached a new
high of about 21 billion rubles,
21.5 percent higher than at the
same time in 1965. The plan for
housing, an area of chronic dis-
satisfaction to the consumer,
appears to be in trouble. Only
20 million square meters were
built during the first six months
of 1966, slightly more than one
fifth of the goal for the year.
At this time last year, about 21 25X1
million sguare meters, one fourth
of the planned but unachieved
goal, had been completed.

PROSPECTS REMAIN FAVORABLE

combined with ample moisture sup-—
plies throughout most of the im-—
portant agricultural regions is
bringing good yields. Rain which
has hampered the winter grain
harvest in some areas, resulting
in excess harvesting losses and
grain with high moisture content
has not changed the over—all
favorable outlook. A good spring
grain crop, especially spring
wheat, is expected since soil
moisture supplies are above aver-
age in the crucial New Lands re-
gions of Kazakhstan, Siberia,

and the Urals.
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The recent trade agreement
with Canada to import at least
3 million tons of wheat annually
during the next three years does
not seem to reflect present
shortages, but is probably de-
signed to ensure a more economi-
cal distribution of domestic
production. Thus, the Canadian
purchases can fulfill the needs
of the Soviet Far East, a deficit
area.

Despite the good outlook
for most row crops, cotton pro-
duction will be below that of
recent years. According to the
party first secretary of Uzbek-
istan, the main cotton-growing
republic, natural disasters have
caused "immense damage," and
"cotton has been either destroyed
Or severely damaged over large
areas."

USSR

Apparently livestock products
were not greatly affected by the
Ssevere outbreak of foot-and-
mouth disease in the latter part
of 1965, which is still in evi=-
dence on a small scale in some
areas. The increase in state
brocurements of medat and milk
during the first half of 1966,
especially during the first quar-
ter, may reflect increased sales
to the state by the private sec-
tor brought on by foot-and-mouth
disease controls as well as the
increase in procurement prices
effected in 1965, However, in-
creased milk production in the
first half of 1965 was aided con-

siderably by the early s ring in
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POLICY DIFFERENCES WITHIN THE POLISH LEADERSHIP

There are signs of basic
policy differences within the
Polish leadership. In addition
to old disputes over domestic
matters, equally severe disagree-
ments have developed in the past
eight months over how to handle
relations with the US. These
could become serious enough to
threaten Wladyslaw Gomulka's
position and continued rule.

The net effect has been to
stall US efforts to expand re-
lations with Poland and the rest
of Eastern Europe. In addition
to the recent disorderly demon-
strations against the US Embassy,
Warsaw's responses have been
characterized by contradictions,
vacillation, and indecision. Am-
bassador Gronouski believes that
this reflects the influence of
elements in the leadership who
are opposed to improving rela-
tions with the US and who are
attempting to eliminate any chance
of progress. These leaders seem
to draw their power from control
of the security services and the
Polish armed forces. Their nega~
tive reaction has come sharply
into focus following each step
the Polish Government has taken
in recent months which might be
construed as friendly toward the
United States.

In general, diplomatic,
foreign trade, and cultural of-

ficials seem to be the proponents
of better relations. However,
Foreign Minister Rapacki, their
chief spokesman in the upper
levels of the party, is very ill.

When queried about the lack
of progress on specific propos-
als, Polish diplomatic officials
have indicated a high degree of
frustration. A ranking Foreign
Ministry official deeply involved
in negotiations with the US com-
mented in an unusual outburst.-of
feeling that the latest mob at~
tack on the US Embassy building
"made me so god-damned mad." He
also blurted out that the Hun-
garians who had conducted an
orderly Vietnam demonstration
"are just smarter than we are,
that's all."

Party boss Gomulka's posi-
tion is not clearly known, but
it is likely that he is still
trying to preserve the same kind
of political balance among lead-
ers of different party factions
that has characterized his post-
1956 regime. Nevertheless, the
continuing ability of those op-
posed to better relations with
the US to take uncoordinated
actions suggests that the prob-
lem is not immediately suscep-
tible to solution by Gomulka.
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COMMUNIST ECONOMIC AND MILITARY AID TO PAKISTAN

Pakistan's primary aim in its
contacts with Communist countries
continues to be to obtain military
aid and diplomatic support to bol-
ster its position against India.
Pakistan, however, has given sub-
stantial publicity to Communist as-
sistance for its economic develop-
ment program, despite the fact that
the amounts received for this pur-
pose have been relatively small.

The extensive press treatment
accorded the Communist aid has been
due in part to its newsworthiness.
It is also possible that the Commu-=
nist aid agreements receive pub-
licity in order to elicit even
larger US and other Western aid. In
addition, the Communist practice of
signing a number of small-scale
agreements, rather than a single
comprehensive one, generates con-
tinual press coverage.

Since 1956, Communist coun-
tries have extended credits of about
$210 million, compared to more than
$3 billion in free world credits in
the past five years alone. Commu-
nist credits actually used amount
to only about $40 million, almost
all from the Soviet Union, and the
net effect has been slight. About
a third of the total Soviet credit
has been used to finance various
small emergency purchases, a petro-
leum exploration project, and some
agricultural equipment imports. How-
ever, the Soviets plan to build a
110-megawatt thermal power plant in
East Pakistan during Pakistan's
third five year plan (July 1965 to
June 1970), which would be a sig-

nificant addition to installed
capacity in that part of the coun-
try. A sizable portion of the to-
tal Soviet credit of $94 million
remains unallocated,

The only activity so far gen-
erated by Chinese aid has been the
work of advisers at an ordnance
plant and of a roadbuilding team
and some commodity imports. The
Chinese plan to build a heavy ma-
chinery plant and a paper mill un-
der a $60-million credit. Czech
and Polish aid to date has con-
sisted only of promises to build a
sugar mill, cement plants, and
power plants. '

Communist military aid is far
less publicized because of its im-
pact on Pakistan's relations with
the West. Here Moscow has not yet
peen helpful, despite hopes raised
by a recent Pakistani delegation to
+he USSR. Moscow, moreover, re-
mains a major source Qf arms for
Indian forces, even though it has
retreated slightly from the com-
plete diplomatic support it has
given India in past years.

Communist China, on the other
hand, not only has given Pakistan
diplomatic support against the two
countries' common enemy, India, but
also continues to supply military
aid, including aircraft and tanks.
This has done much to relieve Paki-
stan's critical axms shortage, and
is obviously translatable to some
degree into closer over-all rela-
tions, which the Pakistani Govern-
ment may make more of than it mer-

25X1
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NASIR REITERATES EGYPT'S OPPOSITION TO CONSERVATIVE ARABS

In speeches on 23 and 26
July President Nasir gave rela-
tively calm but firm warning that
his policy of opposition to con-
servative Arab states will con-
tinue, despite alleged US pres-
sure.

Nasir indicated that he
does not expect further aid from
the US since he is unwilling to
submit to what he called "impos-
sible conditions" imposed by the
US Congress. He claimed that the
US is reluctant to renew aid be-
cause Egypt refuses to surrender
"on various foreign policy is-
sues," such as its threat to
strike at the "base of aggres-
sion" in Saudi Arabia if that
country is used to support at-
tacks on the Yemeni revolution-
ary regime. He also reiterated

Egypt's determination to wage
preventive war against Israel if
the Israelis acquire atomic weap-
ons.

Nasir announced that he would
not attend the Fourth Arab Summit
Conference--which will almost cer-
tainly scrub the meeting scheduled
for September--because the "reac-
tionary" Arab states have destroyed
the spirit of cooperation estab-
lished by the summits. He alleged
that Jordan, Saudi Arabia, and
Tunisia have used the detente to
plot against Egypt instead of help-
ing to confront Israel, the common
enemy.

Further trouble for Jordan
was indicated in Nasir's praise
for the Palestine Liberation Organ- 25X1
ization, which has called for the
elimination of Jordan's "terrorist"
reqime.\

SUDAN CHOOSES NEW PRIME MINISTER

Sadiq al-Mahdi, youthful
president of the dominant Umma
party, has finally replaced Mo-
hammed Mahjoub as prime minister
of the Sudan. Infighting within
the Umma--which has largely para-
lyzed the government for months--
may nevertheless continue.

On 25 July Sadig's supporters
called for a no-confidence vote
in the Constituent Assembly
against Mahjoub's government and
ousted Mahjoub by a vote of 126
to 30. On 27 July, Sadig was

elected to form a new coalition
with the National Union Party (NUP).

Although a majority of Umma
parliamentarians have long backed
Sadiq's candidacy, Sadiq himself
had been reluctant to provoke an
open conflict with the influential
Imam al-Hadi al-Mahdi, spiritual
leader of the Ansar sect which
forms the Umma's tribal power base.
The Imam and other members of the
Mahdi family had firmly supported
Mahjoub.
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The Imam has called large
numbers of his tribai sSupporters
into the Khartoum area, but has
not yet indicated whether he will
use them to block formation of
Sadig's new government. He and
Mahjoub may, however, withhold
their support from the new cabi-
net and take their party faction
into opposition in the Assembly.

NUP President Ismail al-
Azhari has apparently agreed to
participate in a new coalition
under Sadiqg's leadership, but
an Umma split might encourage
the NUP to stiffen its require-
ments for cooperation.

In any event, the new gov-
ernment is likely to move cau-
tiously toward solving the com-
plex economic problems or toward
reaching a political settlement
of the Negroigd separatist revolt
in the southern provinces.

Meanwhile, the confusion in
Khartoum has inspired a rash of
rumors that some military grou
will attempt a coup

PRESIDENT'S ILLNESS MAY UNSETTLE MALAGASY REPUBLIC

The illness of President
Tsiranana may bring on a period
of political uncertainty in the
Malagasy Republic.

The
politburo of his Social Democratic
Party (PsD) may be considering
4 constitutional modification
allowing Interior Minister
Resampa, who isg also the power-
ful psp secretary general, to
assume interim pPresidential
bowers. Vice President Tsiebo,
a politigal nonentity, would be
unable to prevent such a move,

A take-over by Resampa, a
coastal tribesman who is heartily
disliked by the Merina people
inhabiting the country's interior

Plateau, woulg probably raise
tensions between the rival
ethnic groups. Although most
army’' officers are Merina, the
Frenchmen who' hold nearly all
the staff positions might deter
any military move against
Resampa. The pParamilitary ang
police forces are considered
loyal to Resampa.

Resampa, once in full control,
would probably initiate some so-
cialist policies and take decisive
steps to deal with rising prices
and urban unemploymeént, He might
also abandon the Tsiranana gov-
ernment's pro-Western alignment
in favor of broadening contacts

with Communist states.f

SECRET

Page 18

WEEKLY SUMMARY

29 Jul 66

01-3
Approved For Release 2008/05/27 : CIA-RDP79-00927A0054000100

25X1

25X1



Approved For Release 2008/05/27 : CIA-RDP79-OO927AOO54OOQ10001-3

SECRET

A4

ARMY MUTINY IN CONGO (KINSHASA) THREATENS MOBUTU REGIME

Katangese troops in the
Congolese Army mutinied on 23
July in Kisangani and have not
yet laid down their arms.

Premier Mulamba, who is
immensely popular with the
troops and civilians in the
area, has been trying to make
peace with the mutineers since
24 July. The mutineers seem to
have been motivated by an assort-
ment of grievances, but primarily
by a fear that the government
was preparing to disarm them and
disband their units. Their de-
mands, however, have not been
made clear.

Except for a few

Members of Sixth Commando
units in remote regions, as well
as transient members in Kin-
shasa, have now been disarmed
and imprisoned by Mobutu's
forces. The arrests were under-
taken despite a pledge of
loyalty to the Mobutu regime
made by the mercenary commander
in Kisangani. The arrests may
jeopardize the continued support
of the mercenary unit, which is
essential to the restoration of
order in Kisangani.

Mobutu's diplomatic prob-
lems with the Belgian Government
continue to mount. He has not

deserters, the members of
the French-speaking Sixth
Commando mercenary unit in
Kisangani have stayed clear
of the mutineers and given
protection to Mulamba. The
unit is now under attack by
the Congolese press, how-
eéver. President Mobutu sus-
pects that the Belgian mer-
cenaries throughout the
Congo-~some of whom are in
the Kisangani unit--are in-
volved in a plot to ocust
him in favor of ex-Premier
Tshombe. The official
press agency and newspapers
managed by Mobutu's close
associates maintain that
the Kisangani mutiny is be-
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yet formally answered Brussels'
stiff note requesting a halt in

his moves against Belgian-owned
enterprises. However, in a press
conference the day before the mu-
tiny he again aired his grievances
againgt the foreign enterprises
which still dominate the Congolese
economy. His remarks included what
amounted to an informal rejection
of the Belgian note. He also re-
fused tTo revoke some of his more
recent actions against Belgian in-
terests and suggested that he would
not meet "on the highest level"
with the Belgians, as they had
asked.

In the past Mobutu has re-

treated from his extreme positions
once the heat of the moment has
passed. The diffidulty in Kisan-
gani, however, may 'well deepen his
distrust of the Belgians and in-
tensify his fear cf an attempt to
oust him in favor of Tshombe.
This might drive him to undertake
more drastic measures against Bel-
gian interests in the Congo, fur-
ther diminishing the chances of

any improvement of relations be- i
tween the two countries.| 25X1

Western Hemisphere
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URUGUAYAN LEADERS MAY BE PAVING WAY FOR FUTURE COUP

The pos-

sibility of some move to give
the country a stronger govern-
ment capable of dealing with na-
tional problems has often been
discussed. The coup in neighbor-
ing Argentina may have given new
impetus to the subject. There
is some suspicion that military
appointments made by National
Council of Government President
Heber are calculated to assure
him military backing in case he
should decide a concentration

of power in his hands is neces-
sary.

The Uruguayan military tra-
ditionally does not interfere in
politics and has only limited
political power and prestige.

25X1

Heber

has forced through a number of
appointments and promotions of
controversial officers who sup-
port the governing Blanco Party
and are noted for their close
personal loyalty to him. Gen-
erals Mario Aguerrondo and Ven-—
tura Rodriguez have been pro-
moted or given key assignments,

There is no direct evidence
that Heber is now actively plan-
ning unconstitutional action.

He told US Ambassador Hoyt the
appointments were solely to put
responsible officers in positions
where they could help control
any labor difficulties and to
ensure free elections in Novem-
ber. However, there are several
contingencies that might cause
the mercurial Heber to take mat-
ters into his own hands: if
reform of Uruguay's unwieldy
constitution appeared balked

(27 August is the deadline for
inscribing a bipartisan reform
proposal on the ballot); if the
Blancos seemed unlikely to win
November's general elections;

if there were a major economic
crisis; or if labor agitation
got out of control.

25X1
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CASTRO'S 26 JULY SPEECH

Fidel Castro's Speech on
26 July marking the 13th anni-
versary of his abortive attack
on the Moncada barracks pointed
to no new developments. Tt was
devoted largely to international
affairs, with the "fight against
US imperialism" as the main theme.
Castro reiterated previous offers
to send "volunteers" to Vietnam
saying that "complete military
units" would be dispatched
should the Vietnamese ask for
them.

In an apparent attack on
Latin American Communist parties,
Castro denounced "pseudorevolu-
tionarieg" who, instead of fo-
menting violent revolution,
"preach the path of electioneer-
ing and charlatanism." He said
that "the great majority of Latin
American nations have better con-
ditions for a revolution" than
Cuba had before Batista's down~
fall. Castro accused "those who
call themselves revolutionaries"”
of lacking conviction and said
that the most important allies
of imperialism in Latin America
were not the professional armies,
cligarchies and reactionary
classes, but the "pseudorevolu-~
tionaries" themselves.

These barbs suggest that
relations between the Castro
regime and the Latin American
Communist parties have again be-
come strained over the guestion

of what revolutionary tactics
should be employed in the hemi~
Sphere. They may Presage a re-
turn by Castro to circumventing
Some Latin American Communist
parties in assisting certain
revolutionary groups, in viola-
tion of the agreement reached at
the conference in Havana in
November 1944,

Castro predicted that the
Brazilian people would "settle
accounts with Castello Branco"
just as the Argentine people
would with the Ongania "gorillas"
and said that "imperialist dom-
ination over Latin America will
not last another 13 years."

Castro continued his po-
lemic with Chilgan President Frei,
accusing "imperialism's fair-
haired boy" of "participating
in the economic blockade against
Cuba." He warned the "socialist
countries" that any technical
Or economic assistance given to
the Frei government would be
viewed as an offense against
Cuba. A Soviet trade mission is
currently in thé Chilean capital,

Scoffing at criticism of
Cuba's domesticjsituation, Castro
maintained that Cubans are giv-
ing more and more support to the
revolution and that the revolu-
tion is growing stronger. He
attributed to President Jchnson
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a remark that the revolution is
on the downgrade and denounced
the c¢laim as baseless.

Among the audience were
many of the 150 delegates who
will attend the Fourth Latin

American Students' Congress.
The congress, to be held in Ha-
vana from 29 July to 9 August,
will probably be used for fur-
ther verbal attacks against

{WYankee imperialisnn'“frr*ﬁggll/j 25X1

INCREASED TERRORISM THREATENED IN VENEZUELA

A split over policy between
the leadership of the Communist
Party of Venezuela (PCV) and the
hard-liners of the Armed Forces
of National Liberation (FALN),
its paramilitary organization,
may lead to an increase of ter-
rorist acts in Venezuela.

The issue of armed struggle
versus political action has di-
vided the Venezuelan leftist ex-
tremist movement since the fail-
ure of its terrorist campaign
of violence in late 1963. After
a year and a half of feuding, a
split between the soft-line PCV
leadership and the radical dis-
gsidents in the FALN was made
definite and public in June by
the announcement of a separate
hard-line organization led by
guerrilla leader Douglas Bravo.
Bravo had previously attempted
to unseat the PCV soft-line
leadership. He was expelled
from the PCV politburo and sus-
pended from party activities in
May. His group now threatens
heightened violence as a show
of strength to win national and
international Communist recogni-
tion and support.

25X1

A 24-June PCV editorial,
listing charges against Bravo,

indicated that until his expulsion
he had exploited his politburo po-

sition to create the competing
hard-line guerrilla movement.
Existence of the movement was
announced by a sympathetic Ha-
vana broadcast on 11 June. The
FALN representative in Cuba is
pro-Bravo, and the propaganda
emanating from Cuba indicates
Cuban blessing of Bravo's group.

25X1
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DOMINICAN PRESIDENT PROPOSES REFORM OF SUGAR INDUSTRY

President Joaquin Balaguer
has followed up his emergency
measures to salvage the faltering
Dominican economy with proposed
legislation to reorganize the
sugar industry. This is his first
major effort at long-term improve-
ment of the economy through insti-
tutional reform.

In a speech before the Do-
minican Congress on 20 July, Bala-
guer outlined a draft law which
would dissolve the state-owned
Dominican Sugar Corporation. The
corporation controls most of the
country's principal industry and
its continued operating deficits
are a serious obstacle to improve-~
ment of general economic condi-
tions.

Balaguer named political in-
terference, poor administration,
and corruption as the principal
causes of the industry's precarious
financial condition. He said a
reformed sugar organization would
not only lower production costs
but would serve as a springboard
for agricultural diversification
and land reform. The speech and
draft law indicate that the Pres-
ident intends to maintain the per-
sonal control of the state sugar
industry which he assumed shortly
after his inauguration.

Balaguer's proposal calls for
a nine-man council to supervise
the government's 12 sugar centrals.

Although this change would not
basically alter the administrative
machinery of the atutonomous

sugar centrals it would give
Balaguer a freer hand in making
personnel changes and organiza-
tional modifications.

The new organization would
begin free of debt. Balaguer
proposed that the government
assume the corporation's present
indebtedness of an estimated
$67 million. He did not specify,
however, where money for operating
capital and financing long-term
improvements would come from.

To make the changes more
palatable to the industry's
some 70,000 employees, the pro-
posed legislation provides for
two labor representatives on
the council. All profits after
taxes and improvements are to
be distributed among the workers.
Balaguer promised that there
would be no mass dismissals,
but did indicate that some po-
sitions would be abolished.

The US Embassy comments
that the proposed changes are
less revolutionary than the
President's speech and news-
paper accounts would suggest.
These reforms could, however,
lead to improvement in the
chronically ill sugar industry
and appear to have met in part
the administration's need for
some immediate reform measure

for political effedt.fgg;g;gg;gw
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