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Vietnam: Closing on Saigon

The government's position east of Salgon
appears to be deteriorating, and there are in-
creasing signs that the communists are preparing
to intensify their attacks clos: to the capital
itself.

Along the central coast, a North Vietna-
mese force spearheaded by tanks broke through
government defenses this week arid captured the
provincial capital of Phan Rang and its nearby
airfield. The South Vietnamese had moved re-
inforcaments to the area, but they were no
match for the three communist divisions con-
centrated around the town. Only a few govern-
ment troop: escaped; others are unaccounted
for. The government's remaining enclave along
the coast, Phan Thiet, is under pressure and will
fall soon,

South Vietnamese troops at Xuan Loc have
fought well for the past week, but they too
appear to be outmanned and outgunned. The
communists are known to have massed three full
divisions--together with arror, artillery, and air
defense units—at Xuan Loc, and captured docu-
ments indicate that elements of a fourth division
may have mcved into the zrea. The govern-
ment’s one infantry division, reinforced by air-
borne and armor units, at Xuan Loc is in danger
of being isclated and destroyed.

Northeast of Saigon, the communists have
attacked the big air base at Bien Hoa, from
which the South Vietnamese mount tactical air
operations. Sappers havo penetrated the base
and, more recently, North Vietnamese gunners
have used their heavy artillery to shell the base.
An artillery attack closed Bien Hoa for approxi-
mately six hours on April 15.

In the delta, the fighting has temporarily
eased. Tne government has used its firepower tn
good advantage thus far to cour.lar communist
attacks on Can Tho, the most imporiant city in
the delta, and to keep vital Routa 1 open to
Saigon. Despite these setbacks, however, tiree
communist divisions have moved into position

for new attacks along Route 4 in the northern
delta. The two South Vietnamese divisions
assigned to keep the highway cpen will be hard
pressed to meet this threat.

Fighting also is likely to intensify along the
western approaches to Saigon and close to the
capital itself over the next few days. Communist
planniny calls for a major drive along Route 1
west of Saigon, and the North Vietnamese Sth
Division has been spotted moving into Hau

hia Province.

The attacks along the three major ap-
proaches to Saigon will keep many of the gov-
ernment's forces tied down, leaving the capital
dangerously vuinerable to heavy attacks from
the north, @ weakness that the communists wiil
soon be in position to exploit. At least six
communist divisions, including four reserve
units from North Vietnam, are moving toward
Military Region 3. The headquarters of a North
Vietnamese army corps is fast approaching this
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ragion from the northeast, and at least one of its
four divisions is now in the area north of Saigon.

_This looming communist threat is pro-
ducing a mood of deep pessimism in Saigon. A
recent sampling of opinion in the capital seems
to reflect a general consensus that adequate US
assistance will not be available and that the
communists are too strong to hold off. Talk of
US evacuation plans for Americans and South
Vietnamese is adding to the sense of impending
disaster.

Some middle-level government officials are
adopting the attitude that the Americans are the
“only card” they have left and that evacuation
of Americans should not be permitted unless
guarantees for their own safety are made. More
directly, several government officials have
warned . of reprisals and disorder if the US tries
to evacuate its personnel without taking along
friendly South Vietnamese.

Cambodia: The Agony Ends

The string ran out for the republican gov-
ernment this week as Khmer communist forces
entered Phnom Penh and accepted the capital’s
surrender. At week's end, only fragmentary re.
ports were reaching the outside, but it appeared
that the take-over was effected in a fairly
orderly fashion. Following a government order
to its troops to lay down their arms, insurgent
spokesmen met with senior government military
officers, and then the insurgents went on Phnom
Penh’s radio to ask for calm. The communist
leadership is apparently waiting outside the city
while second-echelon insurgent officers oversee
the occupation. As yet, there are few clues as to
Prince Sihanouk’s plans, but his eventual return

-
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to Phnom Penh as a figurehead leader seems
assured. ' v

A number of military personnel and some
leading government officials fled to Thailand
aboard military aircraft. The small-scale exodis;
is likely to continue for several days as military
aircraft fly out of the few provincial enclaves
that have not yet run up the white flag.

The flush of victory will ouickly pale for
the communists as they try to cope with the
probleins they have inherited. Nearly four mil-
lion peopie will now become the responsibility
of the new regime, and stocks of basic com-
modities are low. To ease the situation, the
communists apparantly intend to evacuate large
numbers of city-dwellers and refugees to the
countryside, but conditions there will not be
much better. Even before they can start think-
ing about postwar reconstruction, the new
regime will have to seek rapid and liberal outsirle
assistance to help sustain the population
through the coming months.

Once in full control of the country, the
communists will begin imposing their brand of
Marxism on Cambodia as a whnle. Essentially,
this means the countrywide implementation of
programs long under way in communist-con-
trolled territory, including the socialization of
the economy and a replacement of the tradi-
tional administrative system by a centralized
government under the leadership of the Khmar
Communist Party; such measures have not gone
down well with the land-proud and indepen-
dent-minded Cambodian peasantry and over the
years have caused almost two million peasants
to abandon their farms. Smoldering resentment
among those that have remained behind has on
occasion resulted in small-scale uprisings which
the communists have put down ruthlessly. The
Cambodian communists can probably be ex-
pected, however, to push their efforts to regi-
ment and collectivize Khmer society relent-
lessly, using force where necessary.
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Lebanon: New Vioience

Radical fedayeen and militia of the right-
wing Phalanges Party engaged in armed clashes
for several days this week in Beirut. The Laba-
nese army and the major, less radical fedayeen
groups stayed mostly on the sidelines. A cease-
fire went into effect on April 16, but the
dispute left the security situation unsettied and
Prime Minister Sulh's government fundamen-
tally divided. '

The fighting—the worst in Lebanon since
the major clash between the fedayeen and the
army in early 1973—grew out of a dispute be-
tween a radical Palestinian and a policeman at a
roadblock in a Phalangist-controlled area of
Beirut. Before the cease-fire was declared, more
than 150 persons were killed and many more
were wounded. Sporadic firing continued after
the accord was announced, but it apparently
was the work of isolated groups on both sides.

As announced by Sulh, the cease-fire agree-
ment obliges the two groups to withdraw al!
their forces from public places. The accord is to
be enforced by the Lebanese internal security
services, which are to begin patrols of the dis-
puted areas accompanied by representatives of
the Phalangists and the fedayeen. A separate
understanding had been worked out earlier to
facilitate an exchange of hostages between the
two sides.

The Phalangists accepted the cease-fire
only after suffering heavy property damage and
many casualties. President Franjiyah and other
Christian leaders apparentiy persuaded party
leader Pierre Jumayyil that prolonged fighting
would bring in major fedayeen units, which
could quickly overwhelm the Phalangists. The
Phalangists are a strongly nationalist, Christian
political party that advocates strict control of
Palestinian refugees and fedayeen in Lebanon.
They are always ready to use their 5,000-man
militia to defend their interests and what is, in
effect, Christian control of Lebanon's govern-
ment. ‘

Leaders of the three most radical fedayeen
groups that carried on most of the fighting met
with their more moderate colleagues in Beirut
on April 16 and agreed to go along with the
cease-fire. They presumably were persuaded to
take this step by their own heavy losses and by
doubts that the larger fedayeen organizations,
Fatah and Saiga, would enter the fighting in
forca.

Leaders of the Palestine Liberation Organi-
zation and the major fedayeer groups worked
behind the scenes to contain the fighting and to
help arrange the cease-fire. This strategy was
probably based on a conviction that a major
encounter with the Lebanese during the current
uncertainty over Middle East peace talks would
only play into the hands of Arabs who reject the
efforts to negotiate a settlement and reduce
further the likelihood that the PLO would be
invited to attend the Geneva conference when it
resumes. Actions taken by Zuhayr Muhsin, haad
of the Syrian-controlled Saiga organization, to
keep his followers out of the dispute suggest
that the Syrian government may also have
counseled restraint.

Prime Minister Sulh proved unable to con-
trol either the security situation or his own
cabinet; the cease-fire was negotiated primarily
by Lebanese political and religious leaders out-
side the government and by an official of the
Arab League. Two cabinet members sympa-
thetic tc the Paiestinians resigned during the
week, and three pro-Pl.alangist ministers have
threatened to follow suit. These resignations, if
not withdrawn, could distort the religious and
political balance of the cabinet to the point that
Suth would be forced to step down as well. He is
already in a weak position as a result of his
hand'ing of the disturbances that occurred last
mozith in the southern port city of Sidon. One
raember of the cabinet resigned at that time.
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EGYPT: DIVERTING ATTENTION

President Sadat reshuffled the cabinet and
appointed a new prime minister this week, iHis
move appears to have been motivated largely by
a desire to divert popular attention from the
slow progress of peace negotiations and to reas-
sure.the Egyptian people that there will be no
let-up in the government’s program of economic
development

Sadat's‘choice for prime minister was Inte-
rior Minister Mamduh Salim, a loyal supporter
of the President who apparently does not harbor
any personal political ambitions. Salim replaces
Abd al-Aziz Hijazi, who has been the chief tar-
get of popular criticism over continuing eco-
nomic .ills. Hijazi, a competent economist, was
overburdened with specific economic duties on
top of his prime ministerial responsibilities.

, At the same time, Sadat named air force
commander Husni Mubarak to be vice president,
an essentially powerless post that is no longer in
the line of succession to the presidency. Most
key cabinet posts remain in the same hands.
Both Forelgn Minister Fahmi and War Minister

Declassified in Part - Sanitized Copy Approved for Release 2011/11/08 :
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Gamassy have, in addltlon been made deputy
pnme mmlsters.

Cpen dlscontent over economic gruevances
has traditionally risen in Egypt at times of diplo-
matic stagnation on the Arab-Israeli issue, and
signs of such discontent have been appearing in
recent months, The year began with a violent

outburst in Cairo by workers protesting com-

modity shortages and risiny prices. Last month,
demonstrations by angry workers at a textile
plant in the Nile Delta led to serious violence
that vesulted in at least one death, scores of
arrests, and a week-long shutdown of plant
operations.

The appointment of Salim, who as interior
minister -headed Egypt’'s security apparatus, will
signal malcontents that such public disturbances
will not be tolerated. Salim will be no better
able than Hijazi, however, to resolve Egypt’s
basic economic problems, such as the inade-
quate system of roads and ports that impedes
the distribution of consumer goods. Moreover,
although two key economic ministries have been
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consolidated, the rest of the cabinet remains an
unwieldy conglomerate of 33 ovetlapping minis-
tries, The failure to streamline the cabinet
diminishes whatever prospects there were for
cutting through the bureaucratic maze that
hampered Hijazi and contributed to slowing eco-
nomic development, | |

SYRIA-IRAQ: TROUBLED WATERS

Relations between [rag and Syria, long
troubled by deep-seated hostility between their
competing wings of the pan-Arab Baath Party,
are seriously strained. again. The latest flare-up
between the two regimes appears in part a
by-product of Iraq's recent rapprochement with
Iran, which made it possible for Baghdad to
wind up its struggle with its Kurdish rebels and
to pursue its differences with Syria more di-
rectly.

Earlier this month there were reports that
Damascus had rounded up some senior members
of the Syrian Baath Party and several hundred
lesser party members on charges of spying for
Irag. The detentions were apparently intended
to forestall any efforis by the Baath Party of
Iraq and its Syrian sympathizers to undermine
the recent congress uf the Syrian Baath Party.
The Syrians are said to have placed the Iraqi
ambassador in Damascus and his staff under
surveillance and to be harassing lower level Iraqi
diplomats.

Publicly, the two sides- have kept up a
steady stream of propaganda sniping and pos-
turing in recent weeks. The Syrian Baath Party’s
Congress last week condemned the “suspicious
right-wing regime’ in Iraq, accusing it of collu-
sion with non-Arab Iran, of sabotaging Arab
solidarity, and abandoning the Palestinians, The

lraqis, for their part, have condemned Damascus

for allegedly aiding the Kurds, for supporting
Washington's step-by-step approach to Arab-
Israeli negotiations, and for diverting the waters
of the Euphrates River.

.v;‘ “ ‘@:‘{._\
U '(Eupﬁmraa‘ W
ol Dam Site 1 X

The Syrians have denied responsibility for
the low water level in the part of the Euphrates
that flows through lIraq, claiming Turkey is to
blame. Last week, Damascus rejected. Iraq's call
for an urgent meeting of Arab foreign ministers
to discuss Baghdad's Euphrates complaint.
According to the Egyptian press, Syria has
decided not to attend a regularly scheduled
Arab League meeting to be held early next week
for fear the Iraqis will press the Euphrates issue.

Syria could be altering the flow of the
Euphrates to retaliate for Baghdad's propaganda
attacks on Asad and the apparently increased
interference in Syrian affairs. Earlier this month,
the Syrians reportedly moved two armored regi-
ments and some paramilitary units into the envi-
rons of the Euphrates Dam as a precaution
against a possible Iragi sabotage attempt.

Although the Syrians are clearly prepared
to take strong action against raqi intervention
in their domestic affairs, they will try to prevent
the dispute from growing to a point that might
affect Syria's relations with other Arabs. Da-
mascus is also apprehensive that Iraq might not
provide military support to Syria in the event of
another round of hostilities. with Israel; it is
already - questionable whether such assistance
would be forthcoming.

SECRET | |
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ISRAEL Prime Minister Rabin at the unveiling of the “*Kfir"
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UNVEILING A NEW AIRCRAFT

The Israelis apparently have begun series
~0duction of their “super Mirage" fighter air-

_ craft. |

last week that he believed about
eight of the aircraft have already been built. He
based his conclusion on sightings he made of
new serial numbers on the Mirage-type aircraft.
One of these aircraft was shown to the public on
April 14, when the project was officially
unveiled in Tel Aviv. '

The aircraft, which the Israelis call Kfir
(Lion Cub), has been under development for
about five years. The Israeli air force was
scheduled to begin receiving the aircraft in
September 1974, shortly after the Israelis were
to complete another project that involved the
assembly of 50 Mirage 5s from parts obtained
from France. The September deadline was not
met, however, probably because of the require-
ment placed on the Israeli aircraft industry to
recondition aircraft from the October war.

The Kfir, based on a modified Mirage 5
airframe, is powered by a single US J-79 en-
gine—the engine used in the F-4 Phantom. The
J-79 offers improved performance and greater
reliability than the Atar engine used in the
French Mirage 11l and Mirage 5 aircraft. The
Kfir, which can fly at twice the speed of sound,
reportedly will have both an interceptor and
ground-attack role, and is said to have a payload
of some 10,000 pounds—nearly twice that of
the Mirage 5.

Components for the aircraft are being man-
ufactured and assembled in Israel. The J-79
engine is being built under license from the US.
The production rate was originally set at about
two aircraft per month, but this rate may not be
possible in view of the other demands on the
Israeli aircraft industry. As many as 200 of the
aircraft ultimately may be produced, but only
some 60 to 100 are expected to go to the Israeli
air force. The Israelis may hope to find a market
for the remainder, which Israeli Defense Min-

ister Peres said on Monday will cost about $4
million each. They are likely to encounter

strong competition from the French, amon
W
25X1
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CHAD: TOMBALBAYE KILLED IN coup

The acting commander of Chad's armed
forces, Brigadier Generai Odingar, ousted Pres-
ident Tombalbaye on April 13 in a coup marked
by sharp fighting and the death of Tombalbaye,
Chad's only leader since independence in 1960.
Tombalbaye had appealed for help from France,
the former colonial power and Chad’s principal
source of aid, but French forces stationed in
Chad did not intervene.

Two days after the coup, a ruling military
council, composed of Odingar and eight other
officers, was formed. The council president is
General Malloum, the well-respected former
armed forces commander who had been de-
tained by Tombalbaye since 1973 for alleged
coup-plotting. Colonel Djime, the commander
of the gendarmerie and one of three top military
leaders arrested by Tornbalbaye early this
month, has been installed as council vice pres-
ident. The council has established four com-
missions to run the government and has prom-
ised additional appointments soon. The consti-
tution has been suspended, the National Assem-
bly dissolved, and all political activity has been
banned.

Odingar's decision to move was probably
motivated in part by the late president’s recent
public criticism of the army’s lack of leadership
and Torabalbaye's announcement last week that
he intended to reorganize the army. Odingar
may also have been influenced by widespread
dissatisfaction with government corruption and
maladministration as well as by the govern-
ment’s inability to overcome chronic economic
stagnation that has been aggravated by six years
of serious drought in the area.

25X1
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INDIA-SIKKIM: ANOTHER STEP

The small semi-autonomous kingdom of
Sikkim came closer to full incorporation with
india this week, bringing sharp attacks on New
Delhi's “‘expansionist” policies by both Pakistan
and China.

Sikkim's hereditary ruler, the Chogyal, was
deprived of one of the last vestiges of inde-
pendent power on April 9 when his largely cere-
“monial 400-member palace guard was disarmed,
after a brief skirmish, by Indian troops stationed
in Sikkim. The Indians acted in response to a
request from the chief minister of Sikkim, a
long-time opponent of the Chogyal. The follow-
ing day, the Sikkimese legisiature voted
unanimously tc abolish the monarchy and to
seek full statehood in the Indian union. In a
hastily arranged referendum on April 14, Sikki-
mese voters ratified the legislature’s action by
overwhelming margins. The Chogyal now ap-
pears to be under palace arrest in Gangtok.

The Indians have announced their inten-
tion to take the necessary constitutional action
to make Sikkim the 22nd Indian state. Attempts
to rally support for the Chogyal and against
incorporation of Sikkim into India can be
handled easily by Indian police and the approx-

imately 100,000 Indian troops in the state. The'

Chogyal presumably will be forced into exile.

The latest events follow several months of
increasing tension between the Chogyal and the
elected government led by the chief minister,
Each side has accused the other of instigating
attempted assassinations. The chief minister has
repeatedly called on New Delhi to intervene and
remove the Chogyal, who is accused of refusing
to abide by the constitution. The chief minister
and his followers represent the ethnic Nepalese
majority that gained effective power two years
ago. They want to abolish all remnants of the
traditional political system, which had been
cgominated by the ethnic minority headed by
the Chogyal. ' ‘

" For the past several years, India has fol-
lowed an ambiguous course; it has been intent
on expanding its role under a 1850 treaty as

Declassified in Part - Sanitized Copy Approved for Relgle_lgt'alZm 1/11/08 : CIA-RDP86T00608R000300020017-0

protector of Sikkim but at the same time
seemed concerned that removal of the Chogyal
could lead to increased instability in the smail
but strategically important state. In 1973, New
Delhi intervened in Sikkim following disorders
in Gangtok and was instrumental in establishing
a new constitutional order that relegated the
Choyyal to a figurehead role. L.ast September,
the Indian parliament voted to make Sikkim an
associate state.

New Delhi claims to have tried to mediate
betwzen the Chogyal and the chief minister, but
it recently made clear publicly that its sym-
pathies lay with the chief minister and his
supporters. Public statements by the Chogyal,
during his attendance at the coronation of the
Nepalese king in February, emphasizing
Sikkim's ‘‘separate identity” and his meetings
then with foreign diplomats apparently angered
officials in New Delhi.

Islamabad, which continues to fear what it
regards as India's hegemonic designs on South
Asia, issued an official statement on April 11
denouncing the events in Sikkim as an "annexa-
tion by force.” The statement accused New
Delhi of again demonstrating a predilection to
use force in ordering its relations with its smaller
neighbors.

Articles in the Chinese press have con-
demned New Delhi's “expansionist” actions and
have alleged—as Peking did last September—that
the Soviets are backing the !ndians in these
moves. The comments contain no threats, how-
ever, and are generally lower key than the
Chinese reaction last year.

Events in Sikkim will be of great concern
in both Nepal and Bhutan, where distrust of
India's intentions toward its Himalayan neigh-
bors already existed. Both governments, aware
of their nations’ economic dependence on

Indian goodwill, will be war of expressing their
25X1
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TURKEY: A NARROW VICTORY

The newly installed government of Prime
Minister Suleyman Demiral won a vote of con-
fidence this week, ending a seven-month polit-
ical impasse. The narrowness of the vote—222
votes for the government and 218 against—
illustrates the fragility of the Nationalist Front
coalition and the difficulties it will have . in
getting legisiation through parliament.

Demirel’s four-party right-wing coalition
controls only 210 seats in the 450 member
parliament. He was able to win his narrow
victory only because of support from some
independent deputias and the absence of several
opposition members. This adds up to a very
shaky parliamentary base for a coalition that is
riddled with internal inconsistencies. Whether all
the independent deputies will continue to sup-
port the Nationalist Front in parliament is
uncertain.

Feelings were running high during the
voting, which was interrupted by fist fights. The
speaker of the National Assembly later suffered
a mild heart attack. Party crossovers prior to the
vote created considerzble bitterness, suggesting
that Demirel will have an unusually hostile
opposition, in addition to the problems involved
in holding the coalition together.

.

R af'

s

- Demirel and his government
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The Nationalist Front coalition partners
are united primarily by their desire to be in the
government and avoid elections. One of the
partners—the lIslamic-oriented National Salva-
tion Party—is noted for its uncooperative and
obstructionist tactics; it was instrumental in
breaking up the previous government in which it
participated along with former prime minister
Ecevit's party.

The Salvationists, who challenge Turkey's
choice of Western models for its modernization,
oppose foreign private investment and tourism
and advocate a vague, utopian economic policy,
Their holding of several important economic
portfolios—the price Demirel had to pay to get
his coalition together—does not bode well for
the economy.

Another weakness of the Demirel govern-
ment is its dependence on the small pan-Turkish
National Action Party, a group even more
extreme than the Salvationists. Led by Alpasian
Turkes, the strong man of the 1960 military
coup, this national socialist party boasts of its
right-wing ‘“commandos,” although their num-
bers are probably nowhere near the 100,000
claimed. The ‘commandos,” many of whom

“belong to the party’s youth wing, specialize in

AAAA
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dramatic rise in civil unrest or Demirel attempts
Currerit Party Lineup in Parliament to take some form of revenge against the mili-
‘ tary. If Demirel survives until summer, he will
be able to use the annual military promotions,

Party Seats raassignments, and retirements to try'to build
: support within the army and regain its confi-
Justice Pariy* 150 dence. | | 25X6
National Salvation Party* 48 ‘
Republican Reliance Party* 9
National Action Party* 3
Republican People's Party 188
Democratic Party ‘ 31
Turkish Unity Party 1
Independents - 16
-{Unfilled) 4
450

¥ The Nationalist Front

stirring up trouble between left- and right-wing
students. Clashes between extreme rightists and
leftists have in fact been occurring at a fairly
high rate during recent weeks and can be ex-
pected to continue.

Both of the extreme right parties in the
coalition take a hard line on Cyprus and can be
expected to oppose giving up any of the ter-
ritory now held by the Turkish Cypriots. Both
also oppose Turkey's membership in NATO and
the EC. Although Demirel and his new foreign
minister are experienced and moderate figures,
they will have a difficult time keeping their
colleagues in line.

_ Demirel's success in forming a government
will undoubtedly. postpone a much-needed elec-

tion. Although there is no guarantee that a new
election would end the current indecisive bal-
ance of strength among the parties, at least it
would offer that prospect, particularly if the
electoral law is changed. -Only Ecevit—who

- would benefit most—really wants new elections.

. The army, which dislikes Demirel and
forced -iim to resign in 1971, will probably
maintain a ‘‘hands off’’ policy unless there is a

| . GECRET -
Pags 10 WEEKLY SUMMARY . . Apr18,75

Declassified in Part - Sanitized Copy Approved for Release 2011/11/08 : CIA-RDP86T00608R000300020017-0 §




25X6 |
Declassified in Part - Sanitized Copy Approved for Release 2011/11/08 : CIA-RDP86T00608R000300020017-0

0\0

<

Next 1 Page(s) In Document Denied

Q”o’a

Declassified in Part - Sanitized Copy Approved for Release 2011/11/08 : CIA-RDP86T00608R000300020017-0




Declassified in Part - Sanitized Copy Approved for Release 2011/11/08 : CIA-RDP86T00608R000300020017-0

SEUGHE]

PRODUCER-CONSUMER TALKS COLLAPSE

Talks botwoon oll-producing and oll-
consuming states collapsed this wook aftor fail-
ure to reach agreemont on an agenda for a
proposed international conferencoe to be hold
this summer. Both sides agroed to remain In
contact, but thoro is little hope an ocarly com-
promise will be roached over the major issuo—
how raw matorials would bo treated at the
proposed conferenco.

The developed countries—reprosented by
the US, tho EC, and Japan—argued for an
agenda focusing on enorgy and enorgy-related
issuos. Thoy wero willing to discuss raw matarial
issuos as thoy rolated to energy, but opposed
any offorts to link tho prico of oil with tha price
of imports from the industrialized countries.

Tho oll-producing states—reprosented by
Algoria, fran, Saudi Arabla, and Vanozuela—and
tho dovolopln? statos—roprosentod by Brazil,
India, and Zaire—domanded that oqual Impor-
tance bo given to the economic problems of the
Third World. Algerla, sell-appointed spokesman
for tho saeven, insisted that the full conference
give equal emphasis to both raw materials and
dovalopment ald as well as energy, and that the
confaronce addross the problams of export-earn-
ings stability and Inflation. Participants were
also sharply divided over demands by the deval-
opad states to grant observer status to the Inter-
national Energy Agency. Algeria branded the
encrgy agency an organization dasigned for
confrontation.

SECRET

Page 13 WEEKLY SUMMARY

Apr 18,75

Declassified in Part - Sanitized Copy Approved for Release 2011/11/08 : CIA-RDP86T00608R000300020017-0 =



25X1

-~ 8ECRET

The French, who otiginally called for the
conference and had the most prastige to gain
from s success, made strenvous effotts to find
common ground, Early this week, the partici:
pants hoped that French President Giscard's
visit to Algiers would produce a compromise,
but it did not, The daveloped countties and the
saven remained united throughout the ten days
of negotiations, The US, the EC, and Japan mel
daily to coordinate the position of the de
veloped eountries with the member states of the
International Energy Agency. The reptesenta:
tives of the developing states and the less radical
oilsproducing states consistently suppotied
Algeria's determination to establish the indlu-
sion of taw matetials as a_sine qua non fot

beginning a dialogue on oil,

Portu
NEW NATIONALIZATION MEASURES

In an effort to get a grip on the falteting
economy and to eslablish fitmly their own
tadical economic program, Potluguese leaders
this week announted futthet beoad national:
ization measures. The Pottuguese chutch hiet.
atehy, meanwhile, has thtown ils suppott
behind moderate patties in the coming election
ih an effort to siow the Countiy's piecipilaid
mave {0 the left,

Following wp on ils nalionalization of
banks and insurance companies last month, the
government announced on Aptil 16 that it has
now extended ils control in many wey indus
tries, including transpottation, Fousteen fitms
ptoducing electric powet, four peltoleum com:
panies, and one steel company, as well as the
main rail, maritime, and ait transpotl seevices,
have been nalionalired, In additicn, the petto-
chemical, pharmaceulical, heavy machinety,
tobacco, concrete, beet, tertilizer, and ¢eilulowe
industries, a1 well 33 shipyards, ate slated fo¢
government intervention. A seiture of large land
holdings in the south was alo announced,

The nationalization measutes follow guide-
linos issued last week by the Hevolutionaty
Council to combat Portugal’s economic ills—
underutilized production capacity, reduced in-
vestinent levels, a soating balance of payments
delicit, and rampant inflation. The government
also annaunced a national employment program
to deal with growing numbers of unemployed,
as well as price controts on food staples. The
guideliries further call tor wage controls and
greater wotker 'control” of ptoduction.

Puttugal’s deepening economic  ctisis is
largely a tesult of the tevolulionary tegime's
own mismanagement, s policies have fostered
industrial anarchy—with wotkets seizing fac
toties—given tise to phenomenal wage intteases,
and genetally discouraged foteign investment
Hepeated attempts by Wesleth countties to lend
ecohothic assistance have been frustrated by the
new leadets’' inability to identify wotthwhile
ptojects. The Movement, laiting to admit ity
own shottcomings, continues to hide behind tev.
olutionaty jatgon and lo blame the inherited
capitalist economic structure for ils problems,

Meanwhile, Pottugueie bishotrs have utged
Catholict to vole against patlies patticipaling in
the constituent assembly elections on Aptil 25
whote principles violate Cheislian  ptecepts.
Although the Portuguese Communist Parly and
the ultra-deft patlies ate not mentioned specifi.
willy, local patish priests ate expected to take
tte buhopd Maiement & s wgw! W Et oul the
vole fot the moderate patlies. The bahops alto
said that casting bltank ballots was unacteplable.
Atimed Fotces Movermssnl petionnel repotlodly
have been urging undecided volers o teave their
ballots unmatked, appatently in an elfort lo
teduce the matgin of the expected modetale
majority.,

The chutch appeats 1o have decided Lo take
a stand now, after months of relicente on politic
cal mallers, in otder 10 contribute 1o the modet
ale partier’ effoets to make a good eleclion
showing, which they hope will demonsitate to
Movoment loadets thal thete is liltle popular
suppotl for theit tadical policies.
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USSR
PLANNING THE CONGRESS

The Soviet party Central Commitlee meel.
ing on Aptil 16 sighaled the statt of preparations
fot e 25th parly congtess and climinated one
of the runnets in the longtetm race 1o succeed
Geonetal Sectelaty Btezhhev, The temoval of
Itade unions chiel Aleksandt Shelepin fron the
Polithuro does little to clarify the succession
duestion, howevet, and additional moves within
the leadetship could well otout belote the cons
ess cotivengs,

Ctezhnev was cleatly in chatge at the
plenum, delive. ng a repotl on plans tor the nexl
congtess, now sel for Febtuaty 24, 1976 Faor.
eign Ministet Gromyko gave a tepot! on foteign
attaies, which is ysually given by kezhney, This
continues the show of grealet collectivily in the
leadcetthip evident singe the General Secrelaty’s
iliness thiz wintet, Brothnev has been limiling
hey activitios, thus allowing greatet fublic ex.
frosute fot his rolleagues,

Sheleprin has lang been tegatded watily by
vame ot his colleagues as 3 dangetous combing.
lian of ability amg ambition, and his depatlute
from the Kiemlin temgpves 3 polential element
of intlabitity in the leadership., In 1965, he
mounted 3 wtiouws bul untuccesstul chalienge 1o

Brethiew

Brezhnev's taadership. When thal failed, his
cateer took a precipitous slide, 1n 1967 he was
temoved from the patly Seceetariat and given
the trede unions post—traditionally a powerless,
figurehead position, Shelepin's vitil lo England
and Scottand tast month was geeted Ly a
tremendous outcry in the British press against
hitn petsonally as a fotmer chief of the Soviet
sectel police (KGB) and clearly hutt his pros.
pects for the futute,

The decision setting the date for the con-
gtess was made eatlier and more smoothly than
was the case Tor the 24th patty congress. Then,
it was nol decided until mid-July 1970 that the
congroty, otiginally mromised for thal yese,
vauld open in late Match 1971, The presat
palletn suggests the leaders' satislaction with
the present political situztion and their conti-
denice that they can sel the counlty’s course
rrvet the next five y ats, The plenum tesolution
called for continued wvigilance, bul tecontitmed
the policy of detente, including the value of
summil meelings,
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MOVING SLOWLY ON GENEVA

Now that the Soviets have a chance of
gaining some of the diplomatic spotlight in the
Middle East, Moscow has come down with a
touch of stage fright, While still voicing support
fur an early resumption of the Geneva conler-
ence, Soviet officials are also saying that careful
preparations must be made (o ensute its success.,

The Soviet hesitancy is partly attributable
to concern that the US will employ the confer.
ence a5 a cover to cantinue step-bystep nego-
tiations. Furthermore, the Soviels have invested
subslantial capital in the idea that (eneva
provides the only solution to the Arab-leraeli
prablem. A failute would not anly damage theit
prestige but would alio increase the prospect of
watr,

In an attempt to smooth the way loward
Geneva, the Soviets teportedly have been talking
to lIstael. The Iseaeli press—basing its slories on
government “backgrounders’ ~reported that
‘'wo  Soviel emissaties had racently discussed

Gonova with Primo Minister Rabin and Foreign
Ministar Allon. The Soviots were sald to have
urged Israol to attond the conforence In roturn
for Soviet guaranteoes of Isracl’s pra-1967 bound-
arles, and held ou! the prospoct of an eventual
resumption of diplomatic tlas,

The Soviet show of evonhandednoss
apparently was dosigned to convince Tel Aviv
that Moscow did not intend to turn Genava into
a propaganda show. Tha Soviots also probably
wanled to suggest that they—as woll as Wash-
ington—could bargain with botl sidoes.

The USSR's interest in promoting a facade
of Arab unity was apparent during a visit to
Moscow this week by lraqi strong man Saddam
Husayn. Premier Kosygin laid heavy stress on
the importance of cooperation between Syria,
Egypt, and Iraqg. Although Moscow would like
to enlist lraq in the Middle East negotiations—if
only to further complicate Egypt's ability to
pursue independent initiatives—the Soviets once
again appear to have failed to moderate
Baghdad's rigid opposition to talking with tstael.

The Soviets will try again to reach o
common position with Cairo on the conference
when Foroign Minisler Fahmi is in Moscow on
Aptil 19-20. The Soviels were hardly pleased by
President Sadat's pronouncement that Geneva is
not the only negotiating avenue open to Cairo,
or by Egypt’s suggestiun that the Geneva con.
fetence be expanded to include Britain, France,
India, and Yugoslavia. The latter arrangement
will be wiewed as an eflort 1o reduce Soviet
influence at Geneva. The problem of Palestinian
representalion at the confetence is sure o come
up in the discussions with Fahmi, Comments by
Soviet ofticial; indicale that Moscow is search.
ing for 3 way 1o get around this issue and is
willing to deler it until the talks are actually
undet way,
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CHINA: CUTTING MILITARY MANPOWER?

Poking roportodly plans a significant raduc-
tion in military manpowor this yoar, primarily
because of a neood to 1uduce snondina on tho

armod forcos.

a dacision to domobi'izc ono mililon mon In
1975 was announced at a rocent conferonce
prosidod over by Politburo mombur Chu To, a
voteran military leader. It Is not yot possible,
howovor, to make a procise ostimato of thoe size
of any rosulting not roduction.

China Is belloved to demobilize routinely
botwoen 500,000 and one million mon overy
yoar and to take in an equal number. Tha
Chinose armed services ostensibly have fixoed
torms of service, but some troops are held
boyond the reguiar toursj reference
to reduced spending suggests that, in contrast
with previous years, sorid of the troops demo-
bilized in 1975 will not be replaced. If this is

Id be corroborating evidence
in tho near future.

China’s army, navy, and air force are now
estimated to have well over 4 million men. The
bulk of a reduction would have to be taken by
the army, which has over 2.5 million men in
main force units, local forces, and support
troops. Military leaders probably would try to
minimize the effect of demobilization by
teducing manning levels rather than eliminating
units and by taking as few men as possible from
the more important main forces.

\ \on demobilization,
the servico personnel will be ""sonl down lo the
countryside™ to 3id in agricultural production.

This is possibly cortroborated

'that Chinese forces were

overstrength and that large numbers were to ho
discharged and sent to aid in agricultural peo-
duction, Along with the reduction, there report-
ly would be a rotation of unils that had been
in the same locations for too long.

Petception of Threats

it a large-scale reduction wete to occur, it
would be further evidence that the Chinewe
beliove the threat ol imminent hustilities with
the USSR or the JS has declined. Although

ease 2011/11/08 : CIA-RDP86T00608R000300020017-0
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Paking almost cortainly will continue to main-
tain large numbors of troops in its four northaern
military rogions, it wouid have fower troops
immadiatoly avallable for roinforcomont.

Poking did not call up additional rocruits
following the Sino-Soviot bordoer incidents of
1969, but it did oxtond the term of servico of all
the troops then undoer arms. Bocauso this sorved
to swoll tho ranks of the army, the reported
demobilization this year may be dosigned in part
o offset that increase. In recent yoars, domo-
bilization of mon whosu terms of service ware
completed and Induction of replacements
appear to havo takan place in normal fashion,

During the past savotal years, Peking has
been making strong efforts to reduce the mili-
tary’s role in politics. These efforts—which have
included the transfer of military region com-
mandors, withdrawal of personnel on nonmili-
tary assignment, and reversion of units of the
paramilitary Production Construction Corps to
civilian control—are all indicative of Peking's
desire 1~ focus its military establishment on
purely military matters.

Peking may have determined that it now
has more troops than can be economically and
effectively used. Thare have been recent indica-
tions of debales over questions of budgetary
allocations, particularly with respoct to the
armed forces.

A significant reduction of forces probably
could not be accomplished without incident,
For instance, administrative and logistic diffi-
culties could arise in lrying to transport person-
nel to areas throughout Chinga if demobilization
came quickly. Moreover, many soldiers probably
saw the army as 3 steppingstone to employment
in major population centets and would resent
being sent back o the countryside. A number of
recent incidents have involved demobilized serv-
icomen demonstratling against the [aadership's
failure to give them the benefils they expected.
A llutry of domestic propaganda broadcasts ox-
tolling demobilized soldiers who are going to the
countryside seems designed to counter such dis.

misuclion.‘

25X1

SECRET

Page

17 WEEKLY SUMMARY

Apr 18, 75

Declassified in Part - Sanitized Copy Approved for Release 2011/11/08 : CIA-RDP86T00608R000300020017-0



>

. )

Muorales Bermuder
PERU: VELASCO REAPPEARS

In as obvious effort to reassert himsott in
the public eye, Prosident Valasco presided over a
heavity publicized cabinet meeting on April 11,
The session was held at a beach resort south of
Lima, where the President has been recupetating
from a stroke he sutfored on February 28, Press
repotts noted that the President was in "excel-
lont* health tor his tirst working cabinet session
since his illness, Lima newspapers reported on
April 195 that the President will temain at the
tesort for another week. Velascao's lengthy con.
valescence casts doubt on his abnlity to reqain
effoctive contral of the mititary government he
has ted since 1968,

During the President’s absence from the
capital, Prime Minister Morales Betmudes has
teportedly  acted asy chiel execcutive, mecting
with other ministars, signing decrees, ~nd, in one
nstance, holding a matathon press conference
teminiscent of those held by Velasco,

It is dithicult to gauge how much powviet
Morates Bermudes has accumulated duting
Velasco's convalescence. For one thing, the
prime minister has not presided over any cabinet
meelings, probably on Velasco's orders. At the
same Lime, however, Maorales Bermudez appears
to be placing his own amprimatut on gov.

L
11/11/08

President Velinen

ernment policies, During his news conference on
Aptil 1, tor example, a number of new initia.
tives were announced that hinted at a more
moderate  approach  lo civilian political and
cconomic freedoms than those characteristic of
Velasco,

Morales Bermudez' stature among !
officers, which already was high, has probaby
grown during the President’s absence. Morale
ermudez' lowkey, businesslike approach s
ikely to appeal to many officers, who witl also
tospect his unwillingness to make o precpitate
or obvious play for power, Unless Vilasco can
teassert his authonty soon, sebordinates vl
bocome accustomed o cieking out Morates
Bermudes on imporctant matters, a trend that
tay already Lo ander way, 25X1

Over the longes term, Velasco®™ aliness and
lengthy  convatesconce, coupted vath agns of
dissatislaction  with s radical polices, el
predably  cause g qgradual diminutien of b
Povicts,
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ARGENTINA: MODEST VICTORY

Tha governmont of Prosidont Maria Estola
do Peron won a modost victory when it captured
thae governorship of Misionaes Province in an oloc-
tion on April 13, It was tho first tost at tho polls
sinco Juan Peoron's claction in Septomber 1973,

The most encouraging sign for Mrs, Paron’s
supportors was the sovare dofeat sufforod by a
splinter loft-wing Peronist party backed by the
Montoneoro querritlas. Extreme loftist Paronists
will, howaver, point to thae drubbing at the polls
as justification for thoir campaign of violence,

The strong showing of the centrist opposi-
tion Radical Party—which finished a close
socond—probably owed much to a subutantial
protost voto against the govarnmont’s policies
and a backlash against massive vote-buying by
Social Woelfare Minister Lopez Rega, who bla-
tantly har ded out millions of pesos in "'subsi-
dies” prior to tho balloting. Radical gains wili
enhance the position of partly loader Balbin,
who has boen under fire from within his party
for not taking a harder line against the govern-
meont,

The outcome of the Misiones vote may
well serve temporarily to restrain conservative
critics of Lopez Rega within the Peronist labor
movement and the military. Some of them will
grudgingly admit that the strategy of the Presi-
dent's chief adviser worked to contain the chal-
lenge from the dissident Peronist left even if it
did so at the expense of losing votes to the
Radicals.

There is at least a fair chance that the
government success will strangthen the hand of
modorates such as Interior Minister Rocamora,
who have encouraged tho President to adopt a
more conciliatory approach in dealing with
otheor political parties. Rocamora, a staunch ad-
vocale of close cooperation with opposition
party leaders, has urged Mrs, Peron to hold
elections in provinces that have been put under

Jirect central government control. There is no

assurance, however, that voices of moderation
will be hecded by Mrs. Peron as long as Lope?

BRAZIL: MAJORITY PARTY PROBLEMS

Prosidant Goisel, displeased by divisions
and a lack of dynamism within the govornmaont
party, is scoking to rovitalize it by pursuing what
the US embassy calls a “two-track strategy.”

On the ono hand, ho wants to give the
party a groater odge on the opposition by keop-
ing its loadors botter informod of the admin-
istration's plans and policies. Tho Prasidont has
also sought to lond prestigo—and to underscore
his dosire for improvemont=by delivoring a
personal addrass at a recent party moeting.

On the other hand, however, Geisel has
asked his advisers to dovise some political alter-
natives. One suggested idea Is to create a pro-
government third party dasigned to bring to-
gethor the enorgits of the most dynamic
membors of both tho govarnment and opposi-
tion parties. Another possibility would abolish
the present parties and create three or four
entirely new ones. The doliberato leaking of
such contingency planning {n the press may well
have been intended to impress the government
party with the urgent need to reform itself,

Geisel is concerned not only because of the
opnosition’s electoral gains last fall, but also
because of the effect a repetition of government
losses could have on conservative opponents of
his liberalization program, Morsnver, the em-
bassy beolioves that some within the military
simply would not tolerate an eventual opposi-
tion majority in congress, which, under the cur-
rent rules, no.ninally 'elects” the next
prasident,

Geisel is not likely to opt for any drastic
chango in the present two-party system=-3 <rea-
tion of the military governments—because the
result would be disconcertingly similar to what
the officers replaced a decade ago. Even if he
ware so disposed, moreover, there is little indica-
tion that the opposition would rooperate
readily, For the time being, therefos2, Geiset is
likely to bend overy effort 1o rebuild the govern-
ment party’s position within the current frame-
work, The Prosident’s next overt move will
probably be to replace the party teadership.

\Roga retains his dominant influence. ‘
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CHILE: MAN WITH A MISSION

Increasingly aware of the seriousness of
Chile's economic situation, the military govern.
ment this week added mote civilian expertise to
the cabinet and gave civilian Finance Minister
Jorge Cauas a broad new mandate. He will 1y 1o
cope with the nation’s mounting balance-of.
payments problem and manage the baltle
against inflation, Prices alteady bhave tisen 60
percent this year,

The government’s civilian economists ap-
patently have convinced President Pinochet that
the longterm economic and political conse.
quences of failing to control inflation are po-.
tentially moge dangzrous than the unpopulanty
of the austerity measures needed to deal with
the problem effectively, Cauas believes that the
government’s economic program remainy hase
cally sound and that improper implomentation
15 to blame tor the disappointing results so far,
Hi determination to reduce delicit spending
sharply in order to dampen import demand and

case inflationary  prossures moeans Incroasoed
unemploymmnt and more austerity, especially
for the poor,

Cauas will have to maodily his markot-
orientod approach, however, If ho cannot find a
way around the seomingly unavoidable neod for
import restrictions that would entall vastly in-
creased government intervention in the econ-
omy. His approach will also be threatened by
military pressure for measures to spread the
burden of austerity in order to curb srosion of
popular support for the governiment,

Cauas may try to defloct some military
disgruntlement with his strategy by moving
against the monopolists, middlomen, and other
privileged economic groups that many officers
believe have been guilty of profiteering and
nther economic abuses. He is also likely to
approve relatively low-cost sacial wellare
measures. Cauas' program will stand or fall,
however, on its ability to begin producing the
desired resulls quickly,

Cauas’ designation a5 econamic *‘super-
minister’” coincided vith a major  cabinet
shakeup that doubled civitian representation -~
from three to six-on the 1 7-man body. Civilians
also replaced two army generals in key econ.
omy-related posts at the Central Bank and the
Gavernment Production Development Corporas
tion, Cauas is 3 former member of the Christian
Democratic Party, but the civilians in the gove
crnment Lasically are technica! experts or pro-
fossianaly without dlose political ties, The de-
parture of the mulitary ministers of justice,
public works, and housing leaves the atmy with
five cabinet posts while the navy, air force, and
national police are down o two apiece. Civilians
temained in control of the three most important
economic ministties, although Sergio de Castro
teplaced Fernando Lemiz ot economy and Raul
Sae2’ duties a5 minister of economic coording.
tion were tedefined Lo reflect his concentration
on intecnationd! cconomig and Lianua afians,
Pimache! may have to act forcelully to ensute
tespect for Cauas’ new authorily to control
some  gunlees sl run by military  men,
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CUBA: A DRAFT CONSTITUTION

Tho draft of along-pramised constitution,
published in Havana on April 10, foreshadows
swaeping changos on tho Cuban political scono.
Tho documont, which i3 likely to undorgo sub-
stantial rovision bofore tho constitution goos
into offoct noxt yoar, also envisagos continuing
hostllity to tho US.

In its prasont form, the draft raises quos-
tions about the roles of both Fidel and Raul
Castro in the now governmont, but those aro
cortain to bo rasolved to thair satisfaction beforo
tho constitution is approvod, Fidol's post of
primo minister apparontly would be abolished,
for Instance, and the Council of Ministers would
be replaced by a State Council headed by a
prosident, The president of the council would
also bo chiof of state and commandor in chief of
tho armed forcos.

Castro would therr,ore have to become
prasident in order to re’ain his statutory author-
ity over the armed frces, his most important
prop. If he chose to stand back, Armed Forces
Minister Raul Castro probably would assume
that position himself in light of his status as
designated heir. The failure of either to gais tho
prosidency or to install a completely subservient
figurchoad is most unlikely.

Two articles in the draft constitution have
direct implications for relations with the US.
Ono, which recognizes *‘the right of peoples to
repel imperialist violonce with revolutionary
violence,” is evidently intended to show Cuban
resolve in the face of US and OAS insistence
that Havana stop meddling in the internal affairs
of other hemispheric countries. It may also be
intended to suggost that Cuba has not com-
pletely abandoned rebel groups abroad despite
its apparent intarest in improving relations with
the US. It could, however, constitute a key
stumbling bloc to any rapprochement, given
Havana's interest in the political status of Puerto
Riro.

Another article, in effect, would require
Cuba to insist that the US admit the "illegality"

of tho troatios and agreements that provide the
basis for tho US naval base at Guantanamo Bay.
The article strossos that Cuba rejects as illogal
and void all *“troatios, acts, or concaessions
recached under circumstances of inequality or
thosa which ignora or reduce Cuba's sovereignty
oveor any portion of its territory."’

Tho draft ostablishes a national assembly as
*“tho supromo organ of the Cuban state and the
only body with constituent and logislative pow-
ors.”” Assembly members would be clected for a
fiva-yoar term by "froe, equal, and secrot'’ vote
of all citizens over 16. Members of the armed
forces would be oligible to hold office.

Official approval of the constitution in its
prosent form scems lukewarm at best. The
Cuban Communist Party's Political Burcau
approved tho draft “in principle’ and released it
for public consumption as “an adequate base for
public and popular discussion,” according to a
Havara hroadcast. It added that the draft will be
reviewed at tho party’s first national congress
this fall, which is to approve the final text. The
draft is thon supposed to be submitted to a
popular referendum, probably early next yoar.

The failure of the Political Bureau to take a
firm stand in favor of the existing draft and the
care taken to pave the way for future changes
suggest that key leaders—probably including the
Castros—have doubts about some of the pro-
visions. These leaders are sure to wake special
pains tu see that the constitution does not effect
a statutory shift of authority from Fidel to a
minority faction of the leadership made up of
members of the pre-Castro communist party.
Blas Roca, sccretary general of that party for
over a quarter of a century, headed the commis-
sion that produced the draft. His faction of
pro-Moscow “old"’ communists has been gaining
increasing recponsibility in the field of policy
formulation ever since the Castro regime
encountered serious political and economic
problems in 1970.
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Dospite its skopticism of cortain provisions,
tho regime Is hopoful that tho draft constitution
will improve Cuba's image in the rest of !.atin
America. All bureaus of the Cuban nows agency
have beon told to Inform Havana of local roac-
tions. Castro probably hopos that the draft, with
its promise of a popularly clected - national

"assembly, will go far toward undercutting criti-

cism of his failure to put his government's popu-
larity to a test.

In a Tass pross reloase, Moscow predictably
emphasized the draft's definition of Cuba as
being "“an integral part of the world socialist
community” and hailed the document's pledge
of “unswerving allegiance to proletarian intor-
nationalism."” Tass made no mention, however,
of the portion of tho draft that refurred to the
Guaintanamo naval base.

25X1

HONDURAS: THE BRIBERY CASE

The scandal involving bribes paid to an
“unidentified Honduran official" may well lead
to the ouster of Chief of State Lopez. He re-
cently had been forced to relinquish command
of the armed forces by field-grade officers deter-
mined to end the corruption that for years has
tarnished their government.

The bribe's quid pro quo—reduction of
government export taxes on products o the
United Brands fruit company—strongly suggests
that Lopez must have known about the deal
and, in fact, was probably the recipient of the
$1.25 million involved. It is not clear whether
the reformist officers knew about the paymsnt
at the time they first moved against Lopez. If
they did not, this new development will add to
their determination to take over the govern-
ment.

The scandal is likely to have far-reaching
implications. The appointment of a seven-
member investigative commission will probably
satisfy most Hondurans for the time being, but
the members represent widely varied interests—

such as the clorgy, private industry, labor, and
the academicians—and are unlikely to reach a
consensus soon, if ever, Eventually, other gov-
ernment officials—particularly those involved in
the banana tax negotintions—probably will come
undor suspicion and may be forced to resign.
Also, relations between United Brands and the
government will be further strained. Since last
September, negotiators have been unable to
reach an agreement on either the banana export
tax or the terms under which the company
would reinvest in the wake of the devastation
from Hurricane Fifi.

The company's position in other Latin
countries is also likely to be affected. General
interest in attracting foreign investment, how-
ever, as well as in retaining favorable relations
with the US, militates against serious reprisals,
such as expropriation. The Panamanian govern-
ment was involved in an acrimonious dispute
with the United Brands subsidiary ther: last
year, and could now claim that the charges
against the company amply justify the propa-
ganda barrage that Torrijos unleashed then. The
Panamanian reaction has so far been less shrill
than might normally be expected, however,
probably because of the apparently amicable
settlement that was reached with United Brands.
Also, Torrijos, like his Latin counterparts, prob-
ably wants to avoid offending a fellow Latin
chief of state. In Guatemala, the opposition
Christian Democratic Party has raised the spec-
ter of similar unscrupulous negotiations baetween
President Laugerud's administration and the
company on a banana export tax. The Salva-
doran government has maintained silence, but
the intense press response has focused on the
culpability of the Honduran government.

Press coverage has been heavy and gener-
ally critical of multinationals elsewhere in the
hemisphere, particularly in Mexico and Ecuador.
Over e next several weeks, the media will
probably continue to exploit the “sansational
scandal’’ with its anti-US overtunes. In the long
run, nationalists traditionally critical of the US
presence will continue to ute the alleged brib-
ery, but the affair - /ill not have a major impact
on hemispheric relations. E
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ECUADOR: OIL RHETORIC

The minister of natural resources, Luis
Salazar, has announced that the price of Ecua-
dor's oil will be frozen at $11.04 per barrel, the
level on December 31. He also sought to dispel
the rumor that Quito is moving to nationalize
petroleum production.

Salazar blamed the press for distorting the
existing government policy that calls for Quito
eventually to acquire 51-percent control of the
Texaco-Gulf consortium, which accounts for
almost all the oil extracted in the country. Ecua-
dor now owns 25 percent of Texaco-Gulf, but is
in no financial position to acquire an additional
26 percent now, nor will it be in such a position
at any time soun.

Ecuador's ability to buy into Texaco-Gulf
is limited by Quito's oil conservation policy,
which is of at least equal importance to govern-
ment leaders. Daily production has been held to
210,000 barrels since geological evidence
showed less petroleum potential in the eastern
jungle region than had been thought.

In addition, Ecuador's oil policy is some-
what at odds with the prevailing consensus of
OPEC members. In particular, Quito feels that
the price guidelines set by OPEC in December
are too high, and it opposes OPEC's apparent
policy of reducing production to keep supply
and demand in balance.

Thus, the uncertainties involving price and
ownership in Texaco-Gulf's relationship with
Ecuador are set aside, at least temporarily. The
only remaining immediate problem between the
company and Quito is the automatic reversion
to the state of unproductive concession tracts.
This is likely to be the next area of “*adjust-

ment’' or ‘‘clarification’ to be addressed b
government oil spokesmen.
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LAW OF THE SEA: MIDPOINT APPRAISAL

During.the first half of the eight-week ses-
sion at Geneva of the 138-nation Third UN Law
of the Sea Conference, emphasis has been placed
on informal sessions and on a number of small
working . groups  to facilitate compromise and
trade-offs. This approach has proven effective,
and indications point to a continued narrowing
of differences.

As at the: initial meeting in Caracas last
summer, the Geneva session has three main com-
mittees, each charged with drafting the text of
distinct but interrelated aspects of the projected

oceans treaty. Committee | has the major task -

of drawing up specifics for an international
authority for exploitation of mineral resources
in the deep seabed area outside national mari-
time jurisdictional limits. Technology is now
available to make recovery commercially feasi-
ble, and there is long-standing agreement that
these resources constitute a '"‘common heritage
of mankind' to be shared by all nations equita-
bly, but the-negotiating task is iimmensely com-
plicated. The issues under discussion in Com-
mittee |l are territorial sea limits, straits passage,
fisheries, and the creation of an offshore eco-
nomic zone. Committee Ill has the job of
bridging the differing views on marine research,
pollution control, and the transfer of marine
technology. Progress on the various issues has
been uneven, but it is generally felt that the
Committee 1! topics offer the best chance for
earliest substantive agreement.

Most countries view a 12-mile territorial
sea as an essential part of an overall treaty
package. The few states still holding out for a

200-rnile limit, such as Brazil, Ecuador, and.

Peru, have clearly become isolated on this issue
and have shifted -from expounding their claims
to making formal proposals designed to
strengthen coastal states’ rights in the territorial
sea, no matter how wide.

" Since "the projected expansion of the ter-
ritorial sea to 12 miles will cverlap. more than
100 international straits, the US and other mari-
~ time powers are seeking to maintain the right of
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unimpeded passage through such waters.
Opposed from the outset by certain straits
states, the US-proposed right of ‘‘unimpeded
passage’’ has steadily gained support, but there
is still considerable opposition by Spain, Mo-
rocco, Egypt, Yemen, Oman, China, and the
Philippines. The Arub states are badly divided
on the straits issue, raising the possibility of
acquiescence by the Arab bloc to the US
proposal. Aware of the importance to the US of
straits transit, some countrizs are attempting to
get trade-offs in Law of the Sea areas more

-central to‘their interests.

There is broad acceptance at Geneva of the
concept of a 200-mile economic zone wherein
coastal states would have sovereign rights over
all resources. One of the working groups has
made substantial progress on this issue, drafting
articles that attempt to strike a balance between
jurisdiction by coastal states—over such matters
as pollution, research, and man-made installa-
tions in the zone—and international freedoms
like navigation and overflight. A worrisome
problem in these negotiations has been a move-
ment by developing countries, led by Mexico
2nd Peru, to have these articles include conirol
by coastal states over military installations.
Also, the question as to whether the limit of the
economic .zone should be extended when the
continental margin of a state exceeds 200 miles
is @ major issue for broad-margin states like
Canada, Australia, Norway, the UK, and Argen-
tina. Geographically disadvantaged nations and
most African states are opposed to jurisdiction
beyond 200 miles, but some leaders of the
developing nations.have indicated a willingness
to agree if there is '‘profit-sharing’ (ranging
from 10 to 50 percent) beyond 200 miles,

| ‘In contrast to the Caracas. cession, the

_delegates at Geneva have actively negotiated on

certain key issues of deep-seabed exploration
and = exploitation. The first-come, first-served
licensing arrangement sponsored by the US was
passed over, but discussions are continuing on
the operational aspects of a joint venture system
whereby private firms and socialist state
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enterprises would enter into a contractual ar-
rangement with a proposed International Seabed
Resources Authority. There may be agreement
on basic conditions governing a joint-venture
system coupled with detailed provisional regula-
tions. There does not appear to be sufficient
time, however, tonegotiate all other deep-
soabed issuas such as direct exploitation by the
new authority, service contracts between firms
and the authority, or price and production con-
trols. The Soviet Union has introduced a
proposal that would create a parallel system of
independent deep-seabed exploitation by states
and by the international authority.

The developing countries comprising the
so-called Group of 77 may attempt to secure
passage of a resolution continuing the morato-
rium on deep-seabed exploitaiion pending a
comprehansive oceans treaty. Such a move
would be a reaction to reports that Washington
is drafting legislation that would allow US firms
to begin seabed mining operations m the
absence of a Law of the Sea Treaty.

There have been no developments on the
issue of transfer of technology and few on that
of scientific' research. The US' objective of
freedom of scientific research appears to be in
jeopardy, however, as most of the countries in
the Group of 77 continue to insist on prior,
explicit consent by coastal states before research
can be conducted in areas of national jurisdic-

tion. Some progress has been made in the

marine-pollution discussions, but there has been
no letup in efforts by the Group of 77 for
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“double standards' in controlling pollution
emanating from the land and resulting from
continental shelf activities such as petroleum
oxploitation. Such ‘'double standards' are
designed to permit the developing countries to
follow less stringent environmental controls,

Fruitful debate on settlement of disputes—
a priority topic touching all L.aw of the Sea
issues—has been conducted by a small working
group of the General Committee at Geneva.
Otherwise, discussion on this topic has centered
in Cori.nittee 1, which so far has covered key
aspects such as securlty of tenure, enforcement,
and force majeure, but has failed to reach any
agreement. Nevertheless, if the developing states
continue to favor compromise over philosoph-
ical debate, Committee | may well concur on at
least the framework of a dispute-settlement
organization, which the chairman said at the
outset had already been agreed 10 *‘in principle.”

It is generally anticipated that even with
the best of progress at Geneva before the session
ends on May 10, another round of negotiations
will be required because of the complexities
involved in writing a comprehensive treaty. At
the same time, however, there is widespread
appreciation among the delegations that unless
sufficient .concrets accomplishments emerge at
Geneva, following the substantial spadework
performed at the session in Caracas last year, the
chances of achlevmg a broadly acceptable
oceans treaty in the near future will be severely

reduced, and the entire effort may be jeopard-
ized by a proliferation of unilateral acgfpj
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