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Israeli troops patrol alonbrder t'h"'l.ebanon

The Middle East: Dangerous Stalemate

The collapse—for now at least—ot the step-
by-step approach to an Arab-Israeli settlement
has produced a new polanization in the positions
of the two sides that is being reinforced by an
outburst of rutval recriminations. The reduced
room for political maneuver has correspondingly
heightened the danger of hostilities, particularly
by miscalculation. As part of their public re-
actions to the changed situation, both Cairo and
Te! Aviv have raised the specter of a military
alternative, but they also appear to be focusing
on exploring and exploiting their remaining
diplomatic and political courses of action.

Negotiations Abort

The round cf indirect bilate ral negotiations
between Egypt and Israel ended abruptly on
March 22. The negotiations apparently found-
ered because both Cairo and Tel Aviv were
operating under constraints that prevented a
satisfactory bridging of the gap between Egypt's
territorial conditions and Israel’s political ones.
Fresident Sadat, who needed to obtain a sub-
stantial Israeli withdrawal in the Sinai to justify
his taking a separate step in the face of strong
Syrian and Palestinian opposition, had re-

peatedly made the point that he could not give
Israel any formai, direct guarantees except as
part of a final, comprehensive settlement. Prime
Minister Rabin’s government, as its political
quid pre quo, continued to insist that Cairo
agree to end the state of belligerency. To do
otherwise, the Israeli leaders apparently decided,
would leave them too vulnerable to the charge
that they had unnecessarily jeopardized the
country’s vital security needs.

The Arabs React

The Egyptians have been chiefly concerned
to put the best face, for Arab audiences, on
their failure to negotiate an agreement under US
auspices. Emphasizing that the breakdown in
talks cives the lie to earlier Arab charges that
Sadat would sacrifice Arab interests in favor of
negotiating a bilateral settlement with Israel,
Egyptian spokesmen have leaned heavily on the
increased need for solidarity among the Arabs.
Continued reliance on this line—even without
concrete action—could result in a hardening of
Egypt’s stance in any future dealings with Israel.

Sadat's stock has, in fact, gone up ap-
preciably in much of the Arab world, judging
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Rabin

from the praise he is getting from press com-
mentators in other Arab countries for refusing
to commit Egypt to a non-belligerency pledge.
Congratulatory tclegrams have reportadly
“flooded" in Trom Arab leaders. The favorable
reaction has given Sadat and his advisers a sense
of confidence, at least temporarily, for what one
Egyptian official called the critical decisions of
war and peace in the coming weeks.

Egyptian press and radio commentators
have reflected this confidence, portraying the
outcome of Egypt's negotiating efforts not as a
failure but as a victory for the justice of the
Arab cause and as proof of Israeli iniquity. The
commentators call unanimously for a return to
the Geneva conference, emphasizing Geneva's
merits less as a forum for negotiations than as

another arena for political "‘confrontation’ with
Israc!. Ali editorialists raise the threat of force as
an alternative the Arabs are ready and able to
use if the Israelis “praocrastinate’” further.

In a speech on March 24~to a meeting of
Arab League foreign mipisters that had been
scheduled before the talks aborted--Egyptian
Foreign Minister Fahmi dwelt at length on the
need for Arab solidarity in the aftermath of the
negotiating breakdown. He concluded with a
call on all Arabs to join forces to isolate Israel
from the “international community and at the
United Nations and international organi-
zations.”

Much of the Egyptian rhetoric can be at-
tributed to an effort to use the current adula-
tion being accorded Sadat to reassert his waning
position of leadership among the Arabs.
Throughout, most Egyptian spokesmen have
been careful to avoid blaming the US for the
diplomatic stalemate. Early in the week, one
influential newspaper editor did bluntly suggest
that any Israeli intransigence is basically the
fault of the US, but most commentators have
gone no further than to- urge that Washington
make it clear to the world that the impasse is
Israel’s fault. Fahmi stated, during a press con-
ference, that US-Egyptian relations will con-
tinue on an amicable course.

Syrian reaction has thus far been relatively
restrained. Damascus radio this week called for
holding the Geneva conference as soon as pos-
sible, claiming that “most world circles” are
agreed that Geneva is now the only alternative.
In a speech on March 24, Defense Minister Talas
noted that President Asad’s belief that Secretary
Kissinger's mission ‘“‘was doomed to failure from
the very beginning’” had been justified. Asad
himself has not yet offered any hints as to
Syria's next course of action. Neither Talas nor
Damascus radio raised the prospect of an
immediate resumption of hostilities.

The Palestinians are, of cnurse, pleased
about the collapse of the step-by-step negotia-
tions and are eagerly following up the oppor-
tunity it provides to repair relations with Egv~t,

Page

2 WEEKLY REVIEW Mar 28, 75

Declassified in Part - Sanitized Copy Approved for Release 2012/01/09 : CIA-RDP85T00875R001000080015-3

25X1

25X1

Declassified in Part - Sanitized Copy Approved for Release 2012/01/09 : CIA-RDP85T00875R001000080015-3



which have been strained in recent weeks by

their squabble over negotiating tactics. The
voices of Palestine Liberation Organization
leaders stood out in the chorus of praise for
Sadat’s refusal to make greater concessions to
Israel, and the PLO sent a high-ranking official
to Cairo immediately after the indirect Egyp-
tian-Israeli talks broke down. In the past, both
the Egyptians and Syri- s have threatened that
they would not go bac.. to Geneva without the
PLO, and the prospect of a possible early re-
sumption of that multilateral conference may
force the Arabs, Israelis, and major powers to
focus soon on the question of Palestinian par-
ticipation.

in Israel

In his initial public response, Prime Min-
ister Rabin sought to justify Tel Aviv's position
by pointing out that Israel had made two offers
of Sinai territory to Cairo: one in exchange for a
public statement ending the present state of
belligerency; the other in exchange for some
concrete signs of Egypt’s peaceful intentions.
Rabin charged Sadat with failing to show "‘any
readiness to advance in any area relating to
progress toward peace.” In a special session on
March 24, the Knesset passed a resolution—by a
vote of 92 to 4—blaming Eqypt for the '‘sus-
pension” of the talks. Nearly all the Israeli
parties expressed satisfaction with the cabinet’s
stand in the final phase of the negotiations,

Israeli media continue to focus on the
uncertainty clouding the negotiating picture,
coupling hopeful speculation about reopening
some form of the step-by-step approach with
cynicism about the Geneva conference. On the
other hand, a persistent press theme is that
whatever form any future negotiations might
take, Israel will not be dictated to by any party
on matters jeopardizing its vital security
interests,

Israeli military spokesmen also have been
careful to note that they are monitoring all Arab
military exercises, although they have avoided
any threats of pre-emptive action. Israeli over-
reaction to a perceived Arab threat is a real

danger in the present context, but an obvious
constraint is Tel Aviv’s overriding need to deter-
mine the nature and extent of US support in the
various circumstances under which hostilities
might resume.

Uncertainty over the future cours2 of US-
Israeli relations appears to be Prime Minister
Rabin's immediate preoccupation. He told the
Knesset that cooperation with Washington re-
mains a cornerstone of Israeli foreian policv.
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' Tel Aviv plans

to launch a major campaign in the US to explain
its position to the American public. Early this
week, Israel’s ambassador to Washington flew to
New York to brief hurriedly assembled Ameri-
can Jewish leaders and reportedly to enlist their
help in the campaign.

The Israelis clearly anticipate immediate
pressure from various quarters to move toward
an overall settlement on all fronts on Arab
terms. The breakdown in the negotiations with
Egypt, however, has demonstrated that the
Rabin government’s scope for concession and

Fahmi
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compromise is severely limited. Tel Aviv's re-
fusal to give way on its insistence on a com-
mitment of some sort from Cairo to end the
state of belligerency underscores the Israelis’
inability to meet demands for resolution of
broader issues—for example, the Palestinian
question—that are included in the Arabs’ overail
settlement package. A flexible approach by Tel
Aviv would be even less likely if political pres-
sures rise in israel to form a national unity
government to better cope with the anticipated
exigencies of multilateral diplomacy or renewed
hostilities.| |
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South Vietnam: A Bleak Picture

The government’s remaining positions in
the northern two thirds of South Vietnam are
collapsinic rapidly following President Thieu's
decision {o shift abruptly to a strategy of mili-
tary retrenchment.

Thieu had concluded that his forces in the
highlands were not only overextended and un-
dersupplied but were facing a greatly superior
North Vietnamese force. He decided two weeks
ago to concentrate his troops along the northern
and central coasts and around Saigon, where
they could protect the bulk of the population,
Thieu clearly wanted to take the communists by
surprise, extracting his forces before the com-
munists could tie them down or block their way
out. He appears to have given no thought to
preparing the ground with his nwn generals,
however, and he caught them completely by
surpris.. too. In any event, the enemy has
moved quickly to disrupi the South Vietnamese
withdrawals, while the government’s senior mili-
tary leaders have reacted with dismay. Their
lack of confidence has been reflected down
through the ranks. With no prior planning or
preparation, the withdrawals have not been or-
derly. Most of the government forces have been
cut off from each othe: and have been seized by
an evacuation mentality, moving in disarray
along routes choked with civilian refugee traffic.
The South Vietnamese have not stood and
fought, and most casualties have been suffered
by units fleeing heavy contact on the coast or
trying to escape past communist blocking posi-
tions on the edge of the highlands.

The situation in Military Region 1 is partic-
ularly bleak for Saigon. Governmer+* forces have
evacuated virtually the whole region, attempting
to © '4 only an enclave around Da Nang. Per-
hap. Jver a million refugees have pourad into
the city during the last week, however, and law
and order and essential services are breaking
down. Stragglers from retreating units are
staging shootouts with police amid panicky mob
scenes at the airport. The government has two
of its better divisions deployed to defend the

city, while remnants of two others are coming in
from nearby, but it is questionable whether even
the Marines and the still intact 3rd Division will
fight well when they iearn of the extent of the
collapse of all the forces arcund them. Two
fresh communist divisions west of the city are
preparirig to attack, and a third appears to be
coming south to join them.

The picture in Military Region 2 is only
slightly less bleak. The forr:s attempting to
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escape the highlands have been badly mauled,
and the commurists have an enormous local
advantage, with five divisions facing just over
one effective division on the government side.
Nha Trang and th - other enclaves will probably
fall soon unless reinforcements are sent, and this
seems unlikely in view of the high priority the
government : gives to the defense of Saiqon,

The government enjoys an overall advan-
tage in forces around Saigon and in the delta, at
least for tiie moment, and it is possible that
some of the forces currently in Da Nang will be
extracted and regrouped to help defend the
southern heartland. The government, however,
must soon make a decision whether to allow the
25th Division to remain around Tay Ninh City
to defend that symbolically important town or
to pull it back to strengthen a somewhat con-
tracted defensive arc closer to Saigon.

The collapse of Sauth Vietnam's armies in
the northern two thirds of the country has
occurred witli such speed that the full magni-
tude of the disaster has not yet registered in
Saigon. Thieu has proposed a cabinet reshuffle
of a kind that might have served to broaden the

Refugees near Nha Trang flee south
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base of his government in more normal times,
but such measures fall far short of the mark in
the light of present realities, Immediately fol-
lowing an announcement by former vice presi-
dent Ky that he was coming out of retirement
to engage in political activity again, a number of
political figures were arrested amid charges in
the press of coup plotting. It seens unlikely that
any of the individuals involved would have the
clout to mount a serious coup plot, and the
arrests may have been intended by Thieu as a
warning to others. There is presently no evi-
dence of coup plotting among those whc do
have the power—the senior military leaders—and
indeed there seems to be some recognition of
the dangers that a coup attempt would entail.

Thieu is undoubtedly already discredited
with many of his senior commanders, however,
and the mood in Saigon is likely to turn ugly as
news from the north continues to spread. The
communists are beginning tu try to sow add-
itional seeds of discord, with the Provisional
Revolutionary Government offering amnesty to
those who take even limited steps of accommo-

dation with them—for e@:ﬂ_e._wa
third-forc2  movements
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CAMBODIA: DOUBLE JEOPARDY

The vital US airlift came under new attack
from an unexpected quarter. Leading officials in
the new Thai government told newsmen -in
Bangkok of their reservations over the use of
Thai soil for the transshipment of military
equipment to Phnom Penh. So far, Bangkok has
taken no official action against the airlift,
indicating that the press statements may have
been meant only for public consumption while
Thai officials continue to look the other way as
the ammunition flights go on. This strategy
could unravel, however, if Bangkok’s free-
wheeling press or the new government's politi-
cal opponents chiase to make the airlift an issue.

A more direct threat to the airlift material-
ized at midweek as Cambodian army units aban-
doned the town of Tuol Leap, aliowing the
Khmer Communists once more to move within
artillery range of Pochentong airport. Rocket
attacks halted the airlift last weekend, but the
resumption of more accurate artillery fire poses
a serious possibility that the communists may be

15.3
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able to damage aircraft and facilities at Pochen-
tong to the degree that airlift operations will
become impossible.

Government forces also gave ground on
other battlefronts around Phnom Penh this
week. Along the Mekong River, two government
battalions withdrew from positions opposite the
main navy headquarters, following several weeks
of steady insurgent attacks, and the navy evac-
uated ground units from two garrison towns
farther upstream. Communist units on the east
bank continue to hit downtown Phnom Penh
with daily rocket attacks. Southeast of the
capital, government units have abandoned a

position alono the Bassac Riwer

Along the lower Mekong, communist
gunners are continuing to pound the govern.
ment enclave stretching between the towns of
Banam and Neak Luong. So far, the 4,009
government defenders have repulsed insurgent

efforts to cut the enclave in half

CABINET RESHUFFLE

On the political front, the government has
announced the completion of the cabinet re-
shuffle. The major change was the namirg of
armed forces chief of slaff Sak Sutsakhan as
defense minister. Sutsa'than was also named
deputy prime minist:r, a move apgarently
designed to emphasize his civilian role and the
government’s increased control over the military
establishment. The only other changes of signifi-
cance were the appointment of Socio-Repub-
lican strong man Hang Thun Hak as a second
deputy prime minister and the removal of the
notoriously corrupt interior minister,

Proetng. The new ministerial announcements
went largely unnoticed amid the increasing spec-

r Release 2012/01/09 : CI‘A-RDP85T00875R001000080015-3

ulation that Lon Nol was lannin road
in the near future. ’—uj_mcmjr 25X1

LAOS: JITTERY RIGHTISTS

The deteriorating military situation in
South Vietnam and Cambodia is giving Lao
rightist politicians and generals the jitters. Coali-
tion Defense Minister Sisouk na Champassak
and northern region commander General Vang
Pao are despondent. They are bitterly critical of
the lack of congressional support for the Thieu
and Lon Mol regimes and are seriously worried
about continuing US support to the nhon-com-
munist side in Laos. 25X 1

Sisouk, Vang Pao, and nrobably many
ather non-communists apparently fear that, at a
minimum, communist
where in Indochina will embolden Pathet Lao

25X1

battlefield successes else-25X1

members of the coalition government to adopt a25X%1

more aggressive political posture in pursuit of
their major policy objectives.

Prime Minister Souvanna Phouma, how-
ever, is viewing recent developments in South
Vietnam and Cambodia with equanimity. He
probably believes that the rapidly declining mili-
tary fortunes of the Saigon and Phnom Penh
governments vindicates his two-year-old policy
of national reconciliation and political accom-
modation with the Lao communists und their

backers in Hanoi

§ouvanna recently stated that

Laos cannot rely on continued US support and
must either maintain a posture of strict neu-
trality or risk the inevitable communist military
take-over which he believes awaits Cambodia

and South Vietn

Ek Thailand.
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CHINA: EARTHQUAKE 25X1

The major earthquake that rocked part of
northeast China on February 4 caused wide-
spread dameue an robabl n i

The third biy quake in China in the past two
years, it registered 7.3 on the Richter scale and
was sharp enough to be felt in Peking, Seoul,
and eastern Siberia. Unlike the other two
quakes, which occurred in the remote west and
southv.est, it jolted a densely populated and
highly industrialized area in souihern Liaoning
Province.

Characteristically Peking has maintained
silence on the amount of damage, but otherwise
the quake has been accorded the highest ievel of
attention given any natural disaster in recent
years, suggesting that the impact of the quake
was much greater than has been acknowledyed
publicly. A Politburo member and ranking vice
premier, Teng Hsiao-ping, reportedly visited the
site and assigned a fellow Politburo imember . d
vica premier, Hu. Kuo-feng, to deai with .he
problem.

| Shen-yang, and Pen-chi
apparently escaped most of the quake's impact.

The Anshan metallurgical complex
7 25X1
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Damage to transport facilities was not
enough to disrupt ncrmal operations. Two high-
way bridges were damaged and a span was dcewn
on the branch rail line running off the high-
capacity Shen-yang - Dairen railroad to a salt
mining area near Ying-kou. This line—one of
China's busiest—is the key route for moving
crude oil from the large Ta-ching fields to

Throughout February after-shocks and
tremors were felt in the area and as far away as
Shantung. More quakes are occurring or are ex-
pected in other areas. A quake of less than 5 on
the Richter scale forecast for the Tientsin area
between March 1 and 10 did riot occur, but the
city is still taking precautionarv measures,

Dairen for exwort to Japan

Apparently, there were also heavy casual-
ties—one news account reported 5,000.

travel was restricted

witfin @ 1Z5-mile radius of .ne epicenter, and
residents were forbidden to even talk about
gamage.

AUSTRALIA: NO ELECTIONS SOON

The possibility of early national elections
has receded sharply as a result of the ouster last
week of opposition leader Snedden by the Lib-
eral Party parliamentary caucus. His successor,
Malicolm Fraser, will be busy consolidating his
position over the next few months and in no
position to use tne opposition coalition's con-
trol of the upper house of Parliament to badger
the Labor government into calling elections.

Many Liberals had felt that Snedden’s
moderate approach was an important asset if the
party was ever to regain the approval of the
electorate, but his repeated failure to holid his
own in parliamentary debate led to his falling
out of favor. The accession of Fraser, a stanch
conservative and a somewhat abrasive individual,
does not sit well with many Libera.s. Several
pror.nent paity members have already an-
nounced that they will not cooperate with him.

Prime Minister Whitlam says he will not
take advantage of the opposition’s troubles to
call a snap election. Even before the Liberal
vote, he had asserted that Australia should tend
to its ztonomic difficulties and not get involved
in electioneering. The ‘fact that Labor, despite
regaining some voter confidence, still trails the
Liberals in popularity has no doubt reinforce.
this attitude. Should the oppcsition continue its
obstruction of the government’s leyisiative pro-
gram, however, Whitlam could decide later in
the year to take a chance at the polls.
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CHINA-USSR: BORDER NEGOTIATIONS

The Sino-Soviet border negotiations anpear
to have made no progress since Deputy Foreign
Minister llichev, the Soviets' chief negotiator,
returned to Peking in mid-February. According
to the Soviet counselor in Peking, the major
obstacle to progress continues to be the Chinese
demand that the USSR remove its forces from
areas designated as disputed by Peking.

Since the talks began in 1969, Peking has
insisted that Soviet forces withdraw some dis-
tance from several border areas, including a large
tract in the Pamir. Mountains adjoining south-
western Sinkiang and apparently at least one
small tract of land next to northern Manchuria.
Moscow has offered to turn over some 45Q of
the border river islands, but Peking has rejected
the offer and contends that these and other river
islands are still part of the disputed territories.

Moscow has consistently rejected this pre-
condition to substantive border negotiations.
General Secretary Brezhnev has termed it
“absolutely unacceptable.”” Moscow evidently
sees no prospect for progress in the border talks
until this condition is removed or at least
drastically modified. In the meantime, the talks
continue twice weekly, according to the Soviet
counselor, with both sides exchanging drafts on
minor points in contention.

While border negotiations continue in Pe-
king, the two sides are preparing to meet to
discuss questions involving border river naviga-
tion. The conference will deal with such matters
as placement of navigation channel markers and
rules for navigztion of the Amur and Ussuri
rivers. Thus tar the two sides have done no more
than exchange draft agendas, but they will have
to get down to work soon if they are to reach a
modus vivendi before the river navigation season
begins.

25X1

coincided with Soviet charges of Chinese provo-
cations along the horder. These charges—madc
by party secretary Ponomarev in late January
and reiterated in a Pravda article on February
22--were the first at such a high level since
border negotiations began.

No Sovie
Pravda article,

25X1
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Goncalves and Costa Gomes

PORTUGAL: LEADERSHIP CHANGES

Communist represertation in the
Portuguese government increased this week with
the naming of a new cabinet, although moder-
ates had some qualified success in retaining
influerice in both the cabinet and the more
important and powerful Armed Forces Revolu-
tionary Council.

The naw cabinet chosen by Prime Minister
Goncalves comprises 13 civilians and 8 military
officers. A breakdown of the cabinet according
to party affiliation of the 13 civilian ministers
shows that the posts were allotted equally to the
four members cf the coalition—the Communist
Party, the Portuguese Democratic Movement,
the Popular Democratic Party, and the Socialist
Party. Each received one ministry without port-
folio and one other post. Of the remaining five
civilian ministers, three are moderate—tschnical
experts—and two are Communist sympathizers.
The latter two are in positions important to the

Communists—the economic coordination and
agriculture posts.

The announcement of the new cabinet was
delayed because the Socialists threatened to
withdraw from the government coalition if their
demands for representation were not met. The
Popular Democratic Party threatened to follow
suit.

A leading moderate in the Armed Forces
Movement, Major Ernesto Melo Antunes, re-
places Socialist Party leader Mario Soares as
foreign minister. Soares will now be a minister
without portfolio. Another prominent Move-
ment moderate, Major Vitor Alves, will report-
edly be named ambassador to the United
Nations.

Although the Revolutionary Council has
virtual dictatorial powers, the cabinet is still
important in terms of day-to-day administra-
tion. President Costa Gomes said this week that
the Council’s role might be reduced if the cabi-
net proves it cain take decisive action to imple-
ment reforms.

The Revolutionary Council as initially
constituted, was made up of Prime Minister
Goncalves, Continental Operations Command
Chiet Brigadier General Carvalho, seven mem-
bers each from the former Junta of National
Salvation and the Movement Coordinating
Committee, and eight lesser ranking officers.
The concern of military moderates over the radi-
cal posture of the new Council brought pressure
that resulted last Saturday in the inclusion of
four additional officers—three of them consid-
ered moderates, among them majors Antunes
and Vitor Alves. Participation of the three new
moderate members in Council decisions may be
limited, however, because of their other duties.

Nore of the members of the Revolutionary
Council is known to be a communist, although
Goncalves and Carvalho are believed to be
strongly influenced by them. Five of the seven
members from the junta are known to favor
socialism but to oppose the Movement radicals.
The remaining two are reputed to have a
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pro-communist bias. Members from the Coordi-
nating Committee range from extreme leftists to
strong anti-communists, with a reasonably
balanced representation that reflects the narrow
Portuguese political spectrum.

Little is known about the eight lower
ranking officers in the new Council although
one has been a secretary to Prime Minister
Goncalves and another an aide to General
Carvalho. A third is believed to be a member of
a communist labor group and a fourth to have
anti-US views.

At the swearing-in ceremony for the new
cabinet this week, Goncalves announced that
efforts to nationalize '‘basic sectors” of the
economy would continue. Althougi he did not
specify the sectors affected, he said the areas in
which private enterprise would be allowed to
expand would be delineated. The Portuguese
leadership, including the Socialists and other
moderates, appears unified in its determination
to eradicate special privilege among the mem-
bers of the oligarchy.

Goncalves also warned that Portugal is
living beyond its means and that it faces “a
regime of total austerity.” He said the govern-
ment would present a program to deal with

unemp d devise a rice and incomes
policy.

CYPRUS: TALKS DELAYED

The resumption of intercommunal negoti-
aticns between Greek and Turkish Cypriots,
which was called for by the UN Security Coun-
cil resolution of March 12, has been delayed
following disrgreement over the venue and level
of the talks.

The Greek Cypriots, who are anxious to
have the UN play as large a role as possible, at
first insisted on New York as a negotiating site,
but they are now willing to settle for Geneva.

The Turkish Cypriots, however, are trying to
minimize the role of the UN—and particularly
that of Secretary General Waldheim—and have
proposed Rome, Vienna, or even Tehran. They
have also threatened to replace Rauf Denktash
as negotiator with someone of lesser stature.
Such a move would be aimed at supporting
Denktash's contention that as president of the
recently proclaimed Federated Turkish State of
Cyprus he is equal to President Makarios and
can no longer negotiate with Glafkos Clerides,
who holds a lower rank. If Denktash is replaced,
the Greek Cypriots are likely to retaliate by
appointing a new negotiator.

The replacement of Cleric'es and Denktash
with individuals of lesser stature would deal a
serious setback to the talks and increase the
likelihood that Athens and Ankara would
become more directly involved. The UN special
envoy to Cyprus, Luis Weckmann, is consulting
with the two sides in an effort to get the talks
resumed.

In the meantime, relations between Athens
and Ankara remain strained as both sides con-
tinue to trade charges. Athens this week pro-
tested what it termed provocative actions by
Turkey in Thrace and the Aegean, while Ankara
claimed the Greeks were illegally
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ITALY: COMMUNIST CONGRESS

The ltalian Communist Party's national
congress, which ended on March 23, was clearly
intended to calm fears that Communist partici-
pation in the government would threaten Italian
democracy and jeopardize Rome's ties with the
West. The Communists had trouble getting their
point across, however, because of the growing
controversy over the implications for MHaly of
recent events in Portugal.

Comnraunist chief Berlinguer's speeches
were conciliatory in tone and emphasized his
gradualist approach to achieving a direct voice ir
the government. He called again for an “historic
compromise” that would bring Italy's three
largest parties—Christian Democrats, Commu-
nists, and Socialists—together in a governing
coalition. Berlinguer made it clear, however,
that he is in ‘'no hurry'—a point reflected in the
final congress document, which called merely
for a “more structured" relationship between
the Communists and the governing parties. This
is the Communists’ way of saying that they
would be satisfied for the time being with a
limited concessio”« such as formalized consulta-
tions on legislative matters.

Differences between the Communists and
the governing parties have narrowed in recent
years on some domestic issues, such as economic
policy, and this has left disagreements on for-
eign policy the major substantive obstacle to
broader participation by the Communists.
Berlinguer therefore highlighied the recent

o o~

change in the party line on NATO, claiming, for
example, that ltaly’s defense ties would not
become an issue if the Communists are admitted
to the government. He stressed, however, the
party’s expectation that detente would lead
eventually to the dissolution of both NATO and
the Warcaw Pact and reiterated the Communists’
suppert for a unified Europe independent of
both the US and the USSR.

To the Communists' chagrin, discussion of
these issues was largely obscured by the dispute
that developed over their initial failure to criti-
cize the Lisbon regime for banning Portugal’s
Christian Democratic Party. When Berlinguer
sidestepped the issue in his opening speech, the
Italian Christian Democrats pulled their observ-
ers out of the congress, charging that *commu-
nism has not changed."

The timing of the Lisbon events could not
have been worse for Berlinguer and the Commu-
nists. They had hoped that their conciliatory
posture would make it more difficult for the
Christian Democrats to argue effectively against
Communist participation in a future government
in Rome. Instead, the Christian Democrats
pointed to the Portuguese situation as evidence
of what happens when Communists gain sub-
stantial influence in a government. The Christian
Democrats seemed ready to make the matter a
major issue in their campaign for the crucial
local elections set for June.
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Speakers in the closing sessions of the
congress began to criticize the Portuguese gov-
ernment’s action, and Berlinguer joined them in
his concluding remarks. Berlinguer agreed that
the ringleaders of the abortive coup should be
punished, but he maintained that Lisbon erred
when it banned a number of political parties. He
stopped short of criticizing the Portuguese
Communists directly, but the final congress
repori noted that the Italian Communists' inter-
national lies do not preclude criticism of the
actions taken by other Communist parties.

UK: LABOR AND THE EC REFERENDUM

Over the past two weeks, Prime Minister
Wilson has received several setbacks in his effort
to keep Britain in the EC. His misfortunes began
last week when 7 of the 23 cabinet members
voted against the government’s recommending
that Britain stay in the EC. Wilson and other
cabinet moderates had hoped that no more than
five ministers would cast a negative vote. This
show of anti-EC strength, along with the at-
terapt by Wilson to establish rules of conduct
for cabinet members during the pre-referendum
campaign, apparently encouraged dissenting cab-
inet officials to try to rally opposition to the
government's recommendation. Their motion
has already been signed by 140 of the Labor
Party’s members in Parliament, including two
dozen ministers and whips, and a majority of
Labor membars will probably sign eventually.

The Labor Party's executive committee
this week passed a resolution recommending
that the party's special conference scheduled for
Aprii 26 support ‘‘the withdrawal of the UK
from the EC."” This move came as no surprise to
Wilson, and he and other cabinet moderates
probably will try to convince the party confer-
ence tc remain neutral on the EC question.
Wilson was successful in getting agreement fror

the executive committee that pro-marketeers
should be allowed to use the party's machinery
to state their case.

A quick tally of probable trade union votes
at the special conference indicates that the
unions opposed to EC membership control
roughly 2.6 million votes while those in favor
have about 2 million. Although the total vote
definitely will be against EC membership, the
result will not be so overwhelming as to have a
substantial negative imipact on the voters or the
government.

Meanwhile, Jack Jones, who heads Britain's
largest trade union and is a powerful voice in the
Labor Party, has said he favors a low profile for
both the leadership of the Labor Party and the
Trades Union Congress, although he is opposed
to EC membership and plans to speak at anti-EC
rallies during the referendum campaign. He fears
that a bitterly divided party and trade union
movement could topple the Labor government
before it has had time to deal with the truly
vital interests of the unions—domestic economic
and social policy.

Wilson received some encouragement from
the recent Scottish Labor Party confererce at
which the delegates approved a resolution of
“outright opposition to continued membership
in the EC,” but by a margin far jess than the
two to one earlier expected. In addition, more
than 12 percent of the delegates did not vote,
suggesting that many voters are still undecided
about the EC issue. Prime Minister Wilson’s
appearance at the conference and his expla-
nation of the renegotiations and government
plans for the referendum were at least partially
responsible for reducing the negative vote.
Wilson’s effect on the Scottish party's voting
gives some credibility to recent public opinion
polls, which have indicated that the govern-
ment’s recommendations would have great
impact on the outcome of the referendum.
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FRANCE-USSR: CHIRAC VISIT

French Prime Minister Jacques Chirac com-
pleted a five-day visit to the USSR on March 24,
the first by a French head of government since
1967 when Pompidou visited Moscow. The trip
was billed as a preliminary for President Gis-
card's visit to the USSR this fall, but the Soviet
leaders probably also wanted an opportunity to
size up the man whose take-over of the Gaullist
party has ensured him a leading role in French
politics for the next several years at least. Chirac
met with Brezhnev for three hours on his last
day in Moscow.

The joint communique issued at the close
of the visit produced no surprises and follows
closely the positions taken by Giscard and
Brezhnev at their meeting in France last De-
cember. It conveys the impression of routine
discussions and a close convergence of views.
The two sides pledged to “intensify their efforts
to assure, in the near future, the total success of
CSCE and its conclusion at the highest level."”
They agreed that a durable Middle East peace

can be based only on Israeli withdrawal from
territory occupied in 1967, rastoration of the
legitimate rights of the Palestinians, including a
homeland, and agreements guaranteeing inde-
pendence tor all people in the area. An early
resumption of the Geneva talks is required.

The communique called fur strict respect
for the independence, sovereignty, and terri-
torial integrity of the Republic of Cyprus and
added that the settlement of that problem must
come from negotiations, not unilateral divisions
of the istand. All foreign troops should be
withdrawn and the pertinent UN resolutions
implemented.

Mereover, the communique urged all
signatories to the Paris accords on Vietnam to
abide by the provisions of those accords, and
asked that the Cambodians be allowed to settle
their problems without foreign interven-
tion.
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ROMANIA: PERSONNEL CHANGES

Recent changes in party and government
personnel have again demonstrated party boss
Ceausescu’s determination to tighten discipline.

At a Central Committee plenum last week,
Gheorghe Pana, party secretary for cadre affairs,
was ousted from the secretariat and put in
charge of the trade union orcanizati. . His

downfall probably came as a result of '~ neffi-
cient utilization of the party organizaii  during
the parliamentary elections of Mar- 3. The
final tabulation showed a record hig. ihough

still small, negative vote.

The plenum appointed Emil Bobu and losif
Banc as new party secretaries. Until his election,
Bobu was minister of interior. Although his
background suggests that he will have the sec-
retariat’s portfolio for internal security, he mey
turn his talents to whipping the party organiza-
tion into line. Banc, returning to 3 national-level
post after an absence of two years, will appar-
ently head up the secretariat’s economic section,

Virgil Actarian, a Central Committee mem-
ber and minister of machine tools, was ousted
from both posts for ''serious deficiencies in his
activity .and for lapses from the principles of
socialist ethics''—the latter perhaps a euphemism
for Actarian's reported skirt-chasing. Actarian's
removal follows Ceausescu’s demands at the
party congress in November that all party and
government leaders lead a moral and exemplary
life. Ceausescu returned to this theme la't week
by ending the plenum with a spirited warning
that party life cannot be differentiated from
personal life and habits.

Because Ceausescu scheduled the personnel
changes for last week, he missed the Hungarian
party congress—the only Warsaw Pact party firsi
secretary to do so. The reshuffling thus became
a pretext for his absence, which was intended to
underscore Romania’s determination to adhere
to its independent ways.

HUNGARY REAFFIRMS KADAR LEADERSH

The 1llth Hungarian party congress last
week endorsed the continued leadership of
62-year-old party chief Janos Kadar and his
moderate poiicies.

Two strong advocates of economic reform
who had lost political ground a year ago were
removed from the ruling Politburo. On the other
hand, Gyorgy Aczel, a close adviser to Kadar
and a moderate on cultural policy, apparently
has recovered from the setback he suffered last
year and remains in the leadership. Further-
more, the backgrounds of the four new Polit-
buro members suggest that the body will be
even more responsive to Kadar's lead. Three
newcomers were drawn from the key policy
areas of youth affairs, domestic and CEMA pian-
ning, and cultural matters. The fourth, who has
little experience in his apparently new responsi-
bilities for foreign relations, is a former head of
the party daily who was demoted last year.

The nature of the personnel shifts reflects
Kadar’s intent to tighten up in the economic
and cultural fields, but without seriously com-
promising his basically moderate approach,
Efforts to impose greater ideological unity may
be aided by the exchange of party cards set by
the congress for later this year.

The country's economic difficulties re-
ceived considerable attention at the congress. In
his lengthy keynote address, Kadar told the
Hungarians that they must adapt to perma-
nently higher prices of raw materials by working
harder and by more effectively integrating their
economic activity with that of other CEMA
countries. He glossed over the difficulties lying
ahead, however, and cited some optimistic—if
unrealistic—projections of standard-of living in-
creases.

On international affairs, the Hungarian
leader described detente as the main trend in
world politics, effusively praised the Soviet
Union and Brezhnev personally, and strongly
attacked Maoism for weakening the communist
movement.
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USSR - West Germany
ON THE DOWNGRADE

Within the past few weeks, Soviet Ambas-
sador Falin in Bonn and a Soviet Foreign Minis-
try official in Moscow have presented a
catalogue of complaints about the state of bitat-
eral relations. Many of these complaints concern
Berlin issues, particularly the establishment of
an EC vocational center in West Berlin which
Moscow claims violates the Quadripartite Agree-
ment. Another sore point is the state of bilateral
economic relations; Falin has accused the West
Germans of making promises they could not
keep.

The Soviets' heavy-handedness has aroused
resentment in the West German government.
Bonn also has some complaints of its own,
including what it sees as a Soviet-inspired mis-
translation of an important text at the Eurcpean
Security Conference.

Soviet acticns reflect Moscow's concern
that the leadership in West Germany is less solic-
itous of its relations with the USSR than was
the Brandt government. Some of Moscow’s ini-
tiatives may have been intended as a warning to
the Schmidt government that it should pay
more attention to Ostpolitik and be more con-
siderate of Soviet sensibilities if it wants to
retain the benefits of detente and the tacit
support of Mc-ow.

A related Soviet objective is to drive a
wedge between Schmidt and Foreign Minister
Genscher, for whom the Soviets have an intense
dislike.

The
oviets apparently believe they would fare
better if they could get Schmidt to play a more
direct part in conducting Soviet - West German
relations.

In addition to their consternation over
certain West German actions, the Soviets are
nrobably beginning to doubt that the present
coalition wiil remain in power beyond the next
election. As a result, they are making a real
effort to repair relations with the Christian
Democrats. Since the beginning of the year,
Falin has had at least three meetings with Chris-
tian Democratic Union Chairman Helmut Kohl,
who has agreed to visit the USSR, probably in
the fall. The former chairman of the Christian
Democratic Union, Rainer Barzel—once high on
Moscow's list of villains because of his opposi-
tion to the 1970 Soviet - West German treaty—
may visit Moscow to prepare for Kohl's trip.

In what is probably an attempt to
strengthen their on-the-scene representation, the
Soviets have sent Petr Abrasimov back to his
former post as ambassador in East Berlin.
Abrasimov was one of Moscow'’s principal nego-
tiators of the Quadripartite Agreement, and he
may also be charged with keeping the East Ger-
mans in line as the Soviets work their way
thruugh the thicket of West German politics,
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IRAQ-IRAN: THE KURDS PAY

Massive numbers af Iraqi Kurds are trying
to leave the country following the collapse of
their armed rebellion as a result of the cutoff of
ranian support. Rebels who stay behind face an
onslaught by lraqi forces when the cease-fire
agreed to two weeks ago expires on April 1.

Loss of the lranian aid, on which they had
depended, has had a shattering impact on the
Kurds—a minority of about 2 million in Arab-
ruled Irac—and has left their leadership in dis-
array. They are bitter over “hat they regard as
betrayal by the Shah. A. ..g rebel chief Mulla
Mustafa Barzani, who has fought Baghdad inter-
mittently since 1961, has in effect stepped
down and reportedly will seek refuge in Iran.
There is no one of comparable stature to replace
him as a leader accepted by most Kurds.
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Iraqi troops guard Kurdish guerrillas following their surrender
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Tens of thousands of Barzani's followers
are fleeing along the mountain roads of Kurd-
istan toward the Iranian and Turkish borders;
Barzani, in recent press interviews, has indicated
that some 200,000 Kurds are trying to get out
before the deadline of March 31 set by Tehran
for accepting refugees. Approximately 140,000
Iragi Kurds had already taken refuge in lran
before the rebellion collapsed. As of last week-
end, some 4,000 rebel troops reportediy had
opted to take their chances under the amnesty
promised by lraqi authorities to those who sur-
render before the end of the month,

The Iraqi government is impatiently wait-
ing out the temporary truce it conceded as an
accommodation to the Shah. After March 31—if
it has not done so before—Baghdad will almost
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certainly resume the all-out drive through Kurd-
istan that it launched immediately after the
Shah and Iragi strong man Saddam Husayn
Tikriti concluded their accord on March 6.
Some Kurdish fighting units—perhaps including
as many as 9,000 men—have vowed to continue
the struggle from mountain hideouts, but they
have only a limited capability to resist a new
advance by Iraqi forces.

Many of the Kurds now in flight probably 25X6
will not reach the border before the end of the
month. Their progress is hampered by distance,
snow, rough terrain, and lack of transport The
Kurds asked Turkish authorities to permit rebels
isolated in the northernmost part of Kurdistan
to transit Turkey on their way to lIran, but
Ankara refused. Tehran has refused appeals by
Kurdish leaders to seek an extension of the
cease-fire. lranian army elements have moved to
the frontier to help the gendarmerie seal it next
week.

The Shah is clearly concerned over the
possible unsettling effect of the Kurdish ref-
ugees on lran's own large Kurdish minority,
especially now that Kurdish fighting men are
coming in. Those who do enter Iran will prob-
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RHODESIA: STILL STALLED

Rhodesian Prime Minister lan Smith
apparently was unresponsive to a personal prod
from South African Prime Minister Vorster last
week to get settlement negotiations moving
again between his minority white regime and the
black Rhodesian nationalists. The leaders of
four black states who have been mediating a
Rhodesian solution with Vorster are trying not
to aggravate the current impasse. They are
having increasing difficulty, hcwever, holding
back hard-line Rhodesian nationalists who want
to tear up the truce rgreement made with Smith
last December and resume all-out guerrilla oper-
ations.

For Vorster, a Rhodesian settiement is
crucial to his basic policy cf detente with black
Africa. At a meeting with Smith in Cape Town
on March 17-18, Vorster is reported to have
unsuccessfully pressed Smith to release Ndaba-
ningi Sithole, a major nationalist leader who was
arrested in Rhodesia early this month. Sithole
was charged with plotting to murder several
rivals in the leadsrship of the African National
Council, a recently proclaimed umbrelia group-
ing of four Rhodesian nationalist organizations.
The other council leaders—including Sithole’s
«lleged targets—broke off preliminary tatks with
Smith pending satisfactory resolution of the
case. On March 24, the Smith regime proceeded
with a secret judicial hearing to determine
whether the evidence warrants criminal prose-
cution of Sithole or his continued detention
without trial.

During their meeting, Smith is said to have
asked Vorster to stop withdrawing South Afri-
can police units that had supported Salisbury’s
counterinsurgency operations until the truce
and to rescind his order—issued shortly after
Sithole's arrest—confining to barracks the South
African police who remain. Vorster reportediy
refused Smith’s pleas. By mid-March, fewer than
700 police were still in Rhodesia; the force had
totaled 1,600 before quiet withdrawals began in
January.

Despite strong private warnings by Vorster
to Smith that he risked losing all South African
support, Vorster has not yet publicly made it

clear to white Rhodesians that they will be on
their own if the settiement effort fails. Smith
apparently believes—with some reason—and
many other white Rhodesians may, too, that
Vorster is not ready to face down politicians in
his National Party who would oppose with-
drawal of support to Rhodesia. The joint com-
munique issued following the meeting last week
implies—even as the withdrawal of Pretoria’s
police from Rhodesia continues—that they ave
all still there and will remain as long as needed
to heip counter guerrilla attacks. The Smith
regime keeps reporting insurgent actions in
Rhodesia which, in fact, are occurring, although
at an appreciably lower level of intensity than
before the announcement of the cease-fire.

Zambia's Kaunda and Tanzania's
Nyerere—the principal African mediators—are
clearly becoming increasingly uneasy over the
iack of progress. They have already been .riti-
cized by some African countries for working
with Vorster, and they are concerned about
what may happen at a special meeting of Afri-
can foreign ministers scheduled for early next
month to coordinate policy toward South
Africa. At this time, however, the African medi-
ators still view Vorster as the key to a possible
early resoiution of the Rhodesian problem on
the basis—accepted by Vorster—of majority rule.

For the African mediators, early resolution
of the Sithole affair is a first requisite. As of last
week they were apparently prepared to give
Vorster a bit more time during which they will
continue to resist the Rhodesian hard liners.
Their task was complicated further by the assas-
sination in Zambia on March 18 of a prominent
Rhodesian insurgent leader. The hard liners have
claimed he was killed by Smith’s agents and are
saying he must be avenged. In fact, he was
probably the victim of tribal-based feuding
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MALAGASY REPUBLIC: STILL UNSETTLED

The 18-member military directory that
took control of the Malagasy Republic last
month continues to be preoccupied with mat-
ters of national and personal security, amid signs
that the unity of the ruling group is beginning to
crack. The trial of police rebels and some old-
line politicians could lead to more trouble.

The military group has imposed tight secu-
rity ever since the assassination of Colonel
Ratsimandrava early last month after only six
days as head of state and government. Directory
members clearly fear for their personal safety
and are also concerned that violence may break
out between coastal tribesmen, who constitute
the majority of the population, and the more
advanced Merina of the central plateau. The two
ethnic groups have long been bitter rivals. Briga-
Hdier General Gilles Andriamahazo, who heads
the directory, belonzs to the Merina group.

The tight security measures have prevented
any overt antigovernment activity or public
demonstrations. At the sarne time, however,
they have contributed to the spread of wild
rumors, which, added to shortages of consumer
noods and the existing economic distress, have
produced a climate of apprehension and frus-
tration.

Andriamahazo, in private, recently re-
flected impatience and frustration over the
ineptness of some of his colleagues. The direc-
tory, put together hastily just after the assassi-
nation, includes a number c¢f youthful and
apparently politically naive officers chosen
because they were immediately available and
provided ethnic balance.

Andriamahazo, who is a respected mod-
erate and friendly to the US, is also having
problems within the directory with Commander
Didier Ratsiraka, an ambitious coastal tribes-
man. As foreign minister from 1972 until early
this year, Ratsiraka pushed a policy of militant
nonalignment, which appeals to the younger
directory members. He is apparently trying to
reassert control over foreign affairs, but so far

.....
[

Ratsiraka

Andriamahazo has succeeded in sharply limiting
his role.

Directory members are apprehensive over
public reaction to the trials refated to the assas-
sination. The trials began on March 21 and will
be prolonged. In addition to police and military
dissidents, the government is prosecuting Andre
Resampa, secratary general of the precomi-
nantly coastal Malagasy Socialist Party, and
Philibert Tsiranana, who was the country's presi-
dent from independence in 1960 until he was
forced out by the military in 1972, Tsiranana is
still highly regarded by many coastal tribesinen.

The handling of the trials poses a dilemma
for the directory. If the prisoners are given stiff
sentences, the coastal people will likely react
against the regime; if only light sentences are
imposed, students in Tananarive, most of whom
are Merina, and other discontented groups may

foment disorders.| ‘
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PANAMA: SUCCESSFUL SUMMIT

. General Torrijos received the support he
wanted during his three-day conference with the
presidents of Colombia, Costa Rica, and Vene-
Zuela. At the close of the meeting on Monday,
the chief executives signed a “Declaration of
Panama” pledging support for Panama's aspira-
tions in the canal treaty negotiations with the
US and calling cn other Latin American govern-
ments to make the same commitment.

Colombia promised to give up its claim to
special canai privileges, once Panama signs a new
treaty with the US. In return, Torrijos offered
to grant citizens and products of both Colombia
and Costa Rica that transit the canal exemption
from any taxes and duties not levied on Pana-
manians. Panama will also permit navy ships and
war materiel of the two countries to pass
through the canal without paying tolls.

The declaration also favorably noted Latin
American efforts to solve the region's maritime
transportation problems, and Colombia, Costa
Rica, and Panama agreed to give special priority
to the economic development of their common
border areas.

A second joint communique, issued on
Tuesday, covered the other topics the four lead-
ers discussed. The document was largely an
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endorsement of positions taken by Venezuelan
President Perez and Mexican President Eche-
verria in their declaration in Mexico City on
March 23. It criticized the US Trade Act, called
for reforms of the inter-American system, and
urged greater cooperation among Latin Ameri-
can countries.

The three visiting presidents drafted a
letter to President Ford containing the text of
their declaration and urging the US to do every-
thing possible to reach an early conclusion of a
new canal agreement. Another letter will solicit
expressions of support for Panama from all
Latin American chiefs of statc who were not at
the meeting.

Panama’s campaign for backing is being
directed at international bodies as well as at
individual states. Torrijos believes that the UN
Security Council meeting in Panama in March
1973 was a key step in getting Panama’s case
before a worldwide audience, and he very muci
wants the Security Council seat that Costa Rica
will vacate later this year. He has claimed that
his three guests promised their countries’ votes

to Panama. Argentina remains the leadin i-
date for the seat, however.
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Mexico-Venezuela
ECONOMIC ORGANIZATION PROPOSED

Presidents Echeverria of Mexico and Perez
of Venezuela during talks last week called for a
meeting of Latin American heads of state to
create an exclusively Latin American economic
organization. The meeting probably will take
place this fall.

The fundamental objectives of the pro-
posed organization-—to be known as the Latin
American Economic System—are to:

o Channel capital into economic develop-
ment projects.

e Encourage Latin American multi-
national enterprises.

e Defend prices and ensure markets for
raw materials and manufactured goods.

¢ Increase the supply of food.

o Promote scientific a:d technical co-
operation.

e Promote cooperation with other re-
gional organizations, especially in the Third
World.

The proposal is getting a mixed reception.
Apart from its Mexican and Venezuelan co-
sponsors, only Cuba, Peru, and Panama seem
eager to sez such an organization created. The
reaction of other governments ranges from mild
skepticism to outright rejection. There is uncer-
tainty as to whether the proposed group will try
to replace the OAS, create strong producer car-
tels, merely build on the existing Special Latin
American Coordinating .Committee (CECLA)
economic grouping, or serve other goals. Its
cosponsors assert that it will not duplicate or
replace similar - organizations operating in the
region.

In time, a number of governments prob-
ably will accept an invitation to join, but old

rivalries, differing national interests, and a
concern that the organization could lead to
trouble with the US will temper their commit-
ment.

Despite the lukawarm reception, Mexico
and Venezuela appear determined to shepherd
the fledgling organization into existence. It
could begir, they say, with only two or three
other countries, but they obviously hope the
organization would attract additional members

Details are a long way from being woiked
out, but proponents say that one of the organi-
zation's first attempts at doing something will
be in the area of government-to-government
joint projects. Last week, Mexico, Venezuela,
Costa Rica, and E! Salvador, agreed to form a

multinational coffee enterprise whose aim is to .

stockpile coffee. Other Central American coun-
tries probably will join later. Some 40 to 50
other projects, mostly in mining, petroleum, and
industry, have been discussed. Raising money
for them would presumably- be the. responsi-
bility of the countries involved, but some gov-
ernments might be expected to ‘take the lead in
bankrolling the organlzatlon

Venézuela is the most -likely candidafe to

provide funds. Caracas has already shown a de-

sire to use its oil riches to finance development
loan banking schemes and the coffee-stock-
piling venture for Central Aimerican countries. It
is looking for other ways to pui part of its
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excess maney to work outside the country

rather than use it domestically and fuel infla-
tion. ‘

The Venezuelans will want a key role in
determining what projects the new organization
is to undertake. The Perez government will not
foot the bills for foolhardy or unmanageable
ventures; its experiences with unlikely schemes
devised in the Latin American Energy Organiza-
tion will make it look closely at projects pro-

posed by the new group.
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Perez joins Mexico in nationalizing
tie petroleum industry

El Dfa

VENEZUELA: SETTING THE TERMS

President Carlos Andres Perez has released
details of his government's plans to nationalize
the foreign-owned petroleum industry this year.
Although some opposition has been voiced, the
government-controlled congress is expected to
give early approval to the bill,

The release of the administration's program
for taking over the 50-year-old petroleum con-
Ceusions was somewhat anticlimactic. Leaked
versions of the government bill and subsequent
amendments have appeared in the Caracas press
for the past several months; several leftist oppo-
sition parties had already indicated their inten-
tion to dispute some of the more controversial
features.

In a characteristic gesture, Perez accepted
the incipient political challenge and—in a
lengthy speech to the congress last week—
spelled out details of his proposals. He pointedly
told the lawmakers that he would accept some
modification of the wording but no limitation
on the government's flexibility in operating the
multibillion-dollar industry.

At issue are two fundamental changes that
Perez made in the Reversion Committee's draft.
The first would eliminate the word *‘exclusive’”
from the sentence stating that “foreign trade of
hydrocarbons shall be under the exclusive con-
trol of the state.” The other, considered more
significant by the leftist opposition, would pro-
vide the legal basis for new operating agreements
with the US oil companies after nationalization.
Opposition parties have demanded exclusive
state control of tha management and operation
of all phase: of the industry, including foreign
marketing.

In a remark aimed at his critics, Perez
emphasized that Venezuela cannot indulge in
sterile extremism regarding policies that affect
petroleum, which he declared is the “nucleus of
the economy and core of the future.” He admit-
ted the many problems involved in taking over
the major extractive industry, but he again
voiced optimism that Venezuela will be capable
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of managing the industry and fulfilling it
commitments as a reliable supplier of petro-
leum. Acknowledging that technological defi-
ciencies are the country’'s most ditficult
problem, Perez welcomed the assistance of
“valuable foreign technical cadres who identify
themselves with Venezuela's views and interest.”
His choice of words suggasts that he is prepared
to look to all sources for technical assistance
and personnel.

There are strong indications that the Presi-
dent intends to take advantage of his widespread
public backing te prevent the bill from becom-
ing mired in political debate. Although consider-
ation of the bill wculd normally take up to two
months, a government official suggested that the
process might be speeded up by declaring it
‘‘urgent legislation.” The draft provides a
120-day grace period after enactment before oil
concessions terminate; thus, even if Perez is able
to move the bill through congress quickly, he
will still have sufficient time to negotiate agree-
ments with the oil companies.

Early enactment of the bill would give
Perez almost unlimited flexibility in working
out operating agreements with the companies,

while at the same time putting them under a
short negctiating deadline. Thus far, negotia-
tions with the oil company representatives have
been limited in scope and confined mainly to
the larger concessionaires. The question of com-
pensation has not been discussed and the gov-
ernment is not required to submit its formal
offer until 45 days after the law is passed. The
oil companies, for their part, do not yet con-
sider compensation a major issue.

Perez’ handling of the oil nationalization
issue and his personal identification with its
terms reflect his cenfidence in his political
power. His political standing has been
strengthened by the public acclaim accorded his
recent trip to Algiers for the OPEC summit and
his well-publicized meetings with President
Echeverria in Mexico City and with General
Torrijos and the presidents of Colombia and
Costa Rica in Panama City. These travels hz @
reinforced Perez’ own perception of his leader-
ship in Latin America, and also provided a boost
for Venezuelans, who take pride in their coun-
try's and their President’s new prominence and
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influence on the world scene.
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ARGENTINA: GROWING UNREST
Argentina is witnessing its largest wave Meanwhile, union leaders in the
of political violence and labor unrest since Peronist-controlied labor movement, Mrs.
President Peron took power last July. More Peron’s main bulwark, are mansuvering to
than two dozen people have been killed in increase their influence in the government
terrorist actions during the past week. At and to force the President to remove her
the same time, over one hundred persons chief adviser, Social Welfare Minister Lopez
have been arrested by police in an effort to Rega.
halt the occupation of factories by workers
protesting the detention of left-wing trade 1¥ Mrs. Peron does not give these labor
union leaders. The leftist union leaders were leaders more heed, she will probably find
rounded up last Thursday, when the govern- them joining the military in demanding that
ment announced it had uncovered a plot to she make major changes in her government
paralyze key industries. to deal with deteriorating political and eco-
nomic conditions. 25X1
25X1
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