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LAOS: The government has launched an operation
to clear Communist forces from the southern and west-—
ern portions of the Plaine des Jarres.

The. operation, the initial phases of which are
already under way, is to be conducted by nine battal-
ions of General Vang Pao's Meo and Lao troops, with
seven more battalions held in defensive reserve posi-
tions north and east of Long Tieng. The total irreg-
ular force numbers about 4,000 men. Five battalions
are sweeping across the southern Plaine from Khang
Kho toward Phou Seu, with one battalion providing
rear guard security. Two others are moving toward
Phou Seu from the vicinity of Tha Tam Bleung.  The
ninth battalion is scheduled to move eastward toward
the Plaine from a base northwest of Ban Na.

The operation is designed to make the Communists'
position west of the Plaine untenable by capturing
supplies in the southern and western portions of the
Plaine and by taking the high ground commanding the
infiltration routes toward the Long Tieng complex.
Vang Pao would like to eliminate the Communist foot-
hold west of the Plaine to forestall another dry sea-
son offensive against the Long Tieng complex. An-
other purpose of the operation is to lessen Communist
pressure against the guerrilla base at Bouam Long. A
redeployment of Communist forces back to the Plaine,
however, would prove counterproductive. Aside from
the tactical considerations, Prime Minister Souvanna
Phouma has been urging Vang Pao to undertake an of-
fensive, presumably to take the sting out of recent
Communist gains in south Laos and to improve the
government's bargaining position in possibly forth-
coming peace negotiations. '

The irregulars so far have met little enemy op-
position and have successfully located and destroyed
some Communist supplies. They have moved relatively
easily so far because Communist strength south and
west of the Plaine has been reduced in the last month
or so by the redeployment of at least four battalions
of main-force troops to the Bouam Long region north
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of the Plaine. Remaining enemy units near the south-
ern Plaine probably consist of four or five battal-
ions, plus an armored unit. In addition, three more
Communist battalions are in positions near Ban Na.

The recent reduction of enemy forces arcund the
Long Tieng complex suggests either that the North
Vietnamese may want to ease the logistic problem of
sustalnlng a large force west of the Plaine during
the rainy season or do not place high priority on an

early resumption of their Lond Tiena offensive in the
fall.
8 Jun 71 Central Intelligence Bulletin 2
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*JAPAN: Tokyo's recently announced program
to change "drastically" its foreign trade and in-
vestment policy is not expected to have much impact
in the near future.

The program, coming less than two months after
Prime Minister Sato's decision to re-examine Japan's
trade and investment policy, is designed to curb
growing foreign criticism of these policies and to
relieve pressure for revaluation of the yen. It was
announced Jjust prior to this week's Ministerial Coun-
cil meeting of the Organization for European Coop-
eration and Development, apparently in hope of head-
ing off criticism there of Tokyo's policies. Most
of the program's eight points concern liberalizing
imports, but steps to cut back export growth also
are included. Moreover, Tokyo hopes to step up
capital outflows, primarily to restrain rapidly
growing foreign reserves.

Despite the urgency and importance attached to
the program, however, few significant changes in
Japan's restrictive policy are expected soon. Many
of the so-called policy changes in fact already are
in effect, some for several years, while other as-
pects of the eight-point program are still in the
study stage. In the case of removing nontariff
trade barriers, which is essential to a meaningful
import liberalization reform, Tokyo merely states
progress will be made. In addition, Tokyo will
find it very difficult to speed up its already rapid
expansion of Japanese capital expenditures abroad, .

*The acting director of the Bureau of In-
telligence and Research, Department of
State, considers that in view of the scant-
iness of the information thus far received
on the new Japanese announcement, it 18
premature to reach any analytical Judg-
mente about its real import.
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EGYPT: The US Interests Section in Caira re-

ports information| that

President Sadat is planning further adjustments in
the cabinet formed after the major purge in mid-May.

The reputed scenario calls for Prime Minister:
Mahmud Fawzi to move up to the vice presidential
post left vacant by Ali Sabri's dismissal. In two
other reported shifts, aAbd al-Munim Qaysuni, a
former deputy premier for finance and economy under
Nasir, would replace Fawzi as prime minister, and
Deputy Premier for Industry and Trade Aziz Sidgi
would be appointed secretary general of the Arab
Socialist Union (ASU), Egypt's only political party.

Such a realignment would be plausible if Sadat
sees a need to install a second vice president to
. go along with the incumbent Husayn Shafii, whom -
most observers discount as a political lightweight.
Furthermore, Sadat might well prefer the septuage-
narian Fawzl as his constitutional successor rather
than some more ampitious man.

Little is known of Qaysuni's activities during
the present administration. During his service in
the cabinet under Nasir he was regarded as a highly
competent and effective technician and a political
moderate. If Deputy Premier Sidgi is appointed to
the ASU post, it might be interpreted as a demotion,
because the organization has come under heavy crit-
icism since Sadat purged its_top leadershio laast+ .
month.{ Aj
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INDIA: The government may request additional
PL-480 food aid as a result of the serious damage
to India's wheat crop by last month's heavy rains.

The four states that account for 70 percent of
India's wheat and other spring crops claim that in
some areas the entire wheat crop was washed away,
including grain already harvested but lying in the
fields and inadequately stored in local markets,
Total losses include several million tons of wheat
as well as cotton, rice, fruit, and spices. This
damage will add to the drain on the Indian food
stocks for the Pakistani refugees.

Mrs. Gandhi had promised during the election
campaign that concessional food-grain imports would
end in 1971, but in May, before the rains, New Delhi
requested another million tons of PL-480 wheat in
addition to a l.6-million ton agreement signed in
April. This request may be increased and shioments

extended into 1972 (
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USSR-IRAQ: Moscow is to expand its participa-
tion In the development of the Iragi oil industry.

Under the terms of two recently signed contracts
the USSR has agreed to prepare plans for the second

stage of development of the North Rumaila oil field,

a concession formerly held by the Irag Petroleum
Company (IPC), and for the exploitation of a small
oil field nearby. These contracts are part of a
$67-million Soviet credit extended in 1969.

Work on the first phase of the development of
North Rumaila, primarily the drilling of ten wells,
has been going on since last September. The second
stage, which includes the drilling of 20 wells and
construction of pipelines, is expected to begin early
next year and should be completed in 1974. Annual
production from the North Rumaila area is expected
to reach nearly 20 million tons ultimately, while
the small oil field nearby will provide two million
tons per year,

The Iraqi Government and the IPC are expected
to resume negotiations later this year on the sta-
tus of North Rumaila. Although talks on this sub-
ject have been going on periodically since 1961,
they have been dormant since 1965. The IPC has no
illusions about recovering its former concessions
in North Rumaila, but it hopes through the upcoming
negotiations to buy, perhaps at preferential prices,
future production from this field. The expansion of

the Soviet presence in the area may militate against
such hopes.f
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" MALT - COMMUNIST CHINA: Peking has agreed to
study in depth a major aid project.

Further reporting on the results of a trip to
Peking last month by Mali's foreign minister indi-
cates China soon will undertake a year-long feasi-
bility study of the $130-million Manatali dam proj-
ect which Mali considers central to its development.
If approved, construction would not begin before
1973, with completion expected in three years, The
project comes under the umbrella of the Organization
of Senegal River States, a regional economic group-
ing consisting of Mali, Guinea, Mauritania, and
Senegal. ‘ :

China may also have held out the possibility
of limited military aid during the foreign minis-
ter's trip. The French ambassador to Mali believed
arms were offered., A Chinese military delegation
has been visiting Mali since 2 June on its return
home from a trip to neighboring Guinea. Results of
its discussions are not yet known, '

These latest contacts between Bamako and Peking
on aid have prompted Paris, Mali's main financial
backer, to be more forthcoming with its own assist-
ance., The French ambassador has indicated that a
French mission coming to Bamako this week will
study new developmental aid and that Paris has also
decided to grant additional budgetary help if re-
quested.

Mali's desperate need for economic aid and the
pragmatic outlock dominant within the military junta
that rules the country have led it to seek help from
all quarters. Also, increased aid from any non-
French source--including Communist--is seen as a
way to avoid the risks of overdependence on the
former metropocle. Nevertheless, Bamako still re-
lies heavily on French economic and political sup-

port and no major Malian drift away from France and
toward China is likely.

8 Jun 71 _ Central Intelligence Bulletin 10

“TOP-SEGRET]




C03165589

8§ Jun 71

Ceniral Intelligence Bulletin

11

"TOP-SEGRET.




C03165589

GUATEMALA: The assassination of an army colo-
nel on 4 June may be a prelude to an attempt against
a US official.

The Communist Party had planned,(ﬁ ]
to kill in succession a military
ader, a US official, and a local industrialist.
The central committee reportedly decided to risk
these actions despite the party's growing losses in
leaders, safehouses, and other assets under the
state of siege imposed last November.

AJdis—

[ dagreemént within the government over continuing the
state of siege. The congressional leadership and
other of President Arana's civilian advisers are
pressing him to end the present security measures,
which give the military pre-emptive powers and for-
bid normal political activity. Civilian leaders
are apparently growing restive over the long-term
dilution of their political powers and concerned
that their constituency is being alienated. Mili-
tary officers overwhelmingly support continuance of
the security measures as they stand.

Arana has no significant reason to accede to
the political pressure, especially since the vio-
lence level continues to rise. The count of polit- !
ical deaths for May is expected to exceed the 80
estimated for April. Most of the deaths appear to
result from the government's counterterror opera-
tions, which have hurt--but evidently have not
vitally damaged--the insuraent oraanizatione
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PERU: The Velasco government is maklng a con-
certed effort to sell its excessive fishmeal stooks
- ~to the Soviet Union, Communist China, and Cuba.

In addition to the trade mission already in
China, Minister of Fisheries Tantalean will travel
to Peking on 14 June to discuss the subject follow-
ing similar talks currently under way in the USSR.

| ~ |talks on a pos-
sible sale are also going on with a Cuban delega-
tion in Lima.

The large buildup in stocks of fishmeal, which
deteriorates in storage, results from the fixed
price policy of the state marketing agency. Cut-
ting prices to encourage sales on the world market,
however, would involve rebates on earlier sales con-
tracts. Unless Velasco is successful in disposing
of these stocks without financial loss he will be
open to strong criticism from military officers who
are alrea?ydisenchantegwith many of the regime's

pelicies.
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EGYPT: The recently announced military budget,
which calls for outlays in the fiscal year beginning
in July of about $1.5 billion, represents an intent
to spend about $170 million more than in the year
now drawing to a close. The bulk of the increase
appears earmarked for the "emergency fund" which
finances civil defense, refugee relief, and other
extraordinary outlays. The regular budget alloca-
tion suggests that a high level of military con-
struction--such as the recent extension of more com-
plete air defense installations along the Mediter-
ranean and Red Sea coasts and in the lower Nile
Valley--will be pursued in the coming year. It
also includes sums to meet pay raises for increased
numbers of men under arms. As in past years, equip-
ment supplied by the USSR, which amounted to $650
million in lendar vear 1970. is not included in
the budget.
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COMMONWEALTH SUGAR: Commonwealth sugar pro-
ducing nations, meeting in London, have agreed to
accept on faith the undertaking by the European
Communities (EC) to safeguard their economic in-
terests in the event of British entry into the EC.
Although there are no specific sugar quotas, the

. undertaking is regarded as firm assurance of a

- secure and continuing market on fair terms for the
guantities now sold to the UK under the Commonwealth
Sugar Agreement which expires in 1974, Future mar-
keting arrangements for developing Commonwealth
sugar producers have been a major issue in British-
EC.negotiations.{47

AUSTRALIA: The government formally joined the
Organization for European Cooperation and Develop-
ment (OECD) during the Ministerial Council meeting
in Paris yesterday, thereby becoming the twenty-
third member and fourth non-European country along
with the US, Canada, and Japan. Membership will
permit Canberra to become more actively involved in
international financial policy-making, because it
will be able to participate in Working Party 3 on
balance-of-payments problems. Canberra's interest
in becoming a member of the OECD probably reflects

" the growing likelihood that the UK will join the
European Communities and therefore will be less
likely to look out for the Australians in the ORCD.

|
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