
DE L’ATLANTIQUE NORD 
ATLANTK - COUNCIL 

/ 

N A T O  S E C R E T  

ORIGINAL: ENGLISH/FRENCH 
11th ~Novenber, 1971  

REPORT ON THE SITUATION IN Tm MEDITERRANEAB 
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The Ad Hoc Group . o n  the.  .Mecliterrmean, which ne t  
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cons ide ra t ion  by the Council. 

(Signed) Joseph N.A.H. LUNS 
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1. At  their  meeting  in  Lisbon  on 3rd and  4th June, %97?, 
IjIinisters noted a report on the  situation  in  the  Mediterranean 
(GM( 71) 34(Revised)),  prepared on their  instructions by the 
council  in  Permanent  Session, In paragraph 12 of  the 
IJIinisterial  CommuniquB,  the  Ministers  requested  the  Council in 
Pemnment Session to continue  to  consult on this  subject  and 
to  report  back to them at their next meeting, 

2, In compliance  with  these  instructions,  the  Council 
in  Permanent  Session  has  had  the  following  Report  prepared on 
the  situation  in  the  area.  This  Report,  which  should be 
regarded  as  part of the  continuing  review of and  consultation 
on  the  situation  in  the  Mediterranean,  begins  with an account 
of  new  facts and developments  since  May 1971 and  then  goes on 
to describe how these  events  have  affected  the  situation and 
its  implications for the  Alliance  as  presented in previous 
reports of the  Council to Ministers. 

I, NEW DEVELOPMENTS IB THE POLITICAL, HILITARY ANI) ECONOMIC 
SITUATION 

A. Political 

3.  In the  period  under  review, a series of events  took 
place in the  Arab  world  which,  while  having  no  fundamental 
effect on Soviet  penetration  in  this  area$  nevertheless  had 
certain  repercussions  which  were  not  always  in  the  Soviet 
interest, 

Federation o f  Arab  Republics 

4. The Constitution of  the  Federation  of  Arab 
Republics,  which  comprises  Egypt,  Syria and Libya,,  mas  signed 
on  20th  August  following  the  Damascus  Conference, and approved 
by a referendum  held  on  1st  September in each of  the  countries 
concerned.  Despite  the  majorities  in favour of  the  Federation 
in  these,referanda  there  seems t o  be little popular enthusiasm 
for  the  idea,  mhile  incorporating  the  principles of  the 
Benghazi  Declaration of April 1971 this  Constitution goes 
further on a number  of  points.  Without  aiming to amalgamate 
member  states  into a single  unit l i k e  tile former  Syrio-Egyptian 
union,  it  is  more  ambitious  than  the  Tripoli  Charter  which did 
not provide f o r  an organic  union,  but o n l y  for a revolutionary 
front.  The  Federation  will be governed  by a presidential 
council, a federal  ministerial  council and a federal 
legislative  assembly.  Islam  was  declarecl  the  official  religion, 
One of  the  main  clauses  stipulates  that peace and  war md,  f o r  a 
period of two  years, all issues  regarded as important by one 
o f  the  signatories,  will be decidecl by a unanimous vote (only a 
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majority  vote was contemplated  during  the  preparatory work). 
The Federation w i l l  also have authority t o  conclude 
in t ema t iona l   t r ea t i e s ,   f o r  which there was likewise no 
provis ion   in   the  Benghazi Declaration. The question o f  a 
unified m i l i t a r y  command has  not been sett led.   Erovision has 
simply  been made f o r  the  creation o f  a mi l i t a ry  command 
responsible for t ra ining and operations. The clause  providing 
f o r  automatic  intervention i n   t h e  even% o f  sedi t ion i n  a'member 
country - mentioned in  the  previous  report  - i s  retained..=.  In 
view o f  i t s  possible  applications  the  poli t ical  importance o f  
t h i s  clause i s  obvious, I n  addition,  the  three Heads of  State,  
i n  a j o i n t  dec la ra t ion   in  Damascus, echoed the   t r i p l e  llno'l of 
the Khartoum Conference by s t a t ing  no peace  treaty, no 
negotiation with I s r a e l  and no relinquishing of t e r r i t o ry .  

5. However, t o  date  the  ambitious  plans f o r  co-ordination 
have  been  implemented on ly  t o  a modest degree. There are  a l s o  
serious  divergences between the member states, the  sharpest of 
which i s  the  question of  a po l i t i ca l   so lu t ion  t o  the d i s  u te  
with  Israel .  Egypt has privately  (although n o t  publicly P 
s t ressed  the view that the  Federation  provides no const i tut ional  
ba r r i e r  t o  her  pursuit  of  such ,a   so lu t ion ,   bu t  Ca i ro  i s  under- 
considerable  pressure from Libya and perhaps  Syria,.ogposing a 
pol i t ica l   so lu t ion ,  The Sudan, which took  part i n   t h e  
preparatory work,  has indicated thzt f o r  reasons on in te rna l  
policy, i t  would not  join  the  Bederation f o r  the  present. 

60 A s  stated  in  the  previous  report ,   the  experience o f  
past attempts t o  create Arab unions, many of which  have 
miscarried, w i l l  make any observer  reserve judgment on the 
cohesion o f  the  new grouping and  on the rôle i t  can p lay  on 
the E4iddle East * s p o l i t i c a l  chessboard. 

&y& 

7, President Sad2-t has taker, =I nuaber o f  steps t o  
consolidate his authority as Hezd of the Stzte.  Several o f  
h i s  minis te rs ,   in   par t icu lar  M r .  Gomaa and M r .  Sabri, were 
brought t o  t r i a l  on a charge of  having  plotted  against  the 
President. The plot ters ,   wel l  known f o r  t h e i r  pro-Soviet 
s p p a t h i e s ,  were also known t o  be h o s t i l e  t o  the new Arab 
Federation and  t o  a negotiated  solution t o  the  Israeli-Arab 
dispute. In  addition, a Kide-spread  purge,  undertaken  without 
AmJT opposi t ion,   h i t  a l l  those whom the Sabri-Gomaa fact ion 
had  - accordir,g t o  the  President  himself - put i n  key posit ions 
i n   t h e   p o l i t i c a l .   s t m c t u r e  which has  been  completely  recast, 
including  the  leading  elements  in  the Arab s o c i a l i s t  Union. 
Simutaheously,  President  Sadat took a number of steps t o  ' 

l i b e r a l i s e  his regime, and these m e  re f lec ted   in   the  new 
Egyptian  Constitution. These reforms, o n  which he i s  relying 
t o  win the  support of the  middle  classes, move the Egyptian 
regime fur ther  away from the  system.o.f  people's dem0crac.y which 
the  opposition  might have  wished t o  introduce, 
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. 8. These events and  the purge which was t o  weed out some 
o f  i t s  leading  supporters  in  Egypt.were  inevitably a cause f o r  
concern t o  the USSR which hastened t o  despatch  President Podgorny 
t o  Cairo, The outcome 05 t h i s  v i s i t  was. the  signature on 
27 th  May, 1971  of a t r e a t y  of friendship a,nd co-operation which 
i s  the f i r s t  o f  i t s  kind  signed w i t h  a Thi rd  World country. This 
t reaty,  which i s  f o r  f if teen  years,   contains  provisions f o r  the 
training o f  Egyptian m i l i t a r y  personnel and f o r  continued 
co-operation between the two count r ies   in   the   mi l i ta ry   f ie ld  on 
the basis of exis t ing agreements. Art ic le  2 s t i pu la t e s ,   i n t e r  
a l i a ,  .that t h i s  co-operation i s  designed '!to provide  the 

economïc achievements in   their   respect ive  countr iesf1.   Provis ion 
f o r  consultation  in  the  event of t h rea t s  t o  peace i s  contained 
in   Ar t i c l e  7. Art ic le  9 s t ipu la t e s  that  nei ther  o f  the 
contract ing  par t ies  shall  take any action  directed  against  i t s  
partner, 

.-'conditions  require.d f o r  the  preservation o f  future   social  ana 

9. M r .  Mahmoud Riad  v i s i t ed  Moscow i n  July and 
'@ President  Sadat- pa id  a r e l a t ive ly  r a p i d  v i s i t  t o  Moscow f rom 

31th t o  13th Octobelr. He' was accgmpanied, as i s  customary, by 
a f u l l  range O f  advisers   in  political and m i l i t a r y  affairs, The 
lengthy  joint  communique? fol lowing  the  vis i t   g ives   the 
impression that  - rather  than  achieving any fundamental 
resolution of the  issu-es be.twecn Cairo a n d  Moscow - both sides 
were determined t o  maintain  the  appearance of  c lose  re la t ions 
and t o  keep signs of disagreement t o  a m i n i m u m .  

10, A k.ey .element i n   t h e  communiqub was agreement .. 

! 'specifically on measures aimed a t  further strengthening  the 
m i l i t a r y  might o f  Egypt". This statement  suggests that a t  
leas-t   the Kremlin  continues t o  recognize  the  necessity of keeping 
up arms supplies t o  Egypt simply t o  preserve  Soviet  standing 
with Cairo. The two sides  strongly condemned  anti-Communism and 
anti-Sovietism, and the communiqu6 a l s o  noted that they 
"exchanged opinions" on further  joint   steps  in  the  Arab-Israel  

a oontext . 
J o r d a n  

11. King  Hussein has completed the  suppression o f  
uncontrolled Pedayeen a c t i v i t i e s  begun i n  September 1970. The 
last o f '  the  areas  controlled by t h e   l a t t e r  have now been 
cleared. In -  future,  Fedayeen  groups will be allowed  only i n  
regions specified by the  Jordanian  State. '  The Hashemite King 
has said that he i s  prepared t o  respect  the s p i r i t  o f  the 
Caii?o axd han Agreements signed. i n  September and October 1970 
but  only on condition that Jordanias?  sovereignty i s  preserved. 
A number o f  suspect members o f  the government services and o f  the 
forces have  been dismissed. A s  a mark o f  protest ,  Iraq, S y r i a  
znd Algeria broke o f f  o r  suspended diplomatic  relations with 
Jordan a t  the end of July, I n  addition, J o r d a n ' s  action was 
condemned a t  the T r i p o l i  mini-summit meeting  called a t  the  
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request of Colonel Q a d d a f i  and attended  only by the Heads o f  
S ta te  of the  Federation and o f  the two Yemcns. Ef fpr t s  made 
under  the  auspices of R i a d  and Cairo f o r  the sake o f  Arab 
unity t o  bring  about a reconci l ia t ion between Jordan and the 
Pedayeen  have thus   f a r  been a fa i lure .  

Suclan 

1 2 ,  The  pro-Communist  coup d * & a t  which carrietl  
Colonel E l  Atta t o  power at the end of July was abortive. Three 
dzys l a t e r ,  General Numeiry, with the support o f  the 
Sudanese Army and of  the  Egyptian c a d  L i b y a n  Governments, was 
back in   the  saddle .   In   disregard of international  convention, 
the Libyan leaders  diverted an aircraf t   carrying two o f  the main 
leaders  of  the  short-lived Sudanese rbgime. The r ep r i sa l s  
immediately  taken by General Numeiry grea t ly  weake'ned the 
Sudanese Communist P a r t y ,  which was the  strongest  in  Africa.  

1 3 .  Soviet  discontent was .voiced  only  through  diplomatic 
channels and by warnings in   the  off ic ia l   Soviet   Press ,  
President Numeiry  showed h i s  i r r i t a t i o n  by uni la te ra l ly  
denouncing the agreement f o r  f inanc ia l  aid technical  c.0-operation 
with the USSR and by expelling some Soviet  experts, Moscow 
asked  the  Egyptians and the  Syrians t o  xse t h e i r  good off ices  t o  
mediate w i t h  Khartoum. 

1 4 ,  The p o s s i b i l i t i e s  o f  SudCa acceding t o  the avowedly 
Islamic Federation of  Arab Republics  arc  closely  connected, 
among other  reasons, w i t h  the   unset t led  s i tuat ion  in   the 
southern - and Christian - portion o f  the  country.. 

15. In   Ju ly ,  a Sudanese minis ter ia l   delegat ion  vis i ted 
Peking where i t  obtained  the promise o f  appreciable economic 
ci d . 
~~Iorocco 

16.  The attempted  putsch by a group of  dissident  generals 
on 1 0 t h  J u l y  was nipped i n   t h e  bud. The p l o t  seems t o  have  been 
inspired prirnari1.y by domestic  considerations - i n   p a r t i c u l a r  
t h e  desire  t o  enforce a greater  measure  of p r o b i t y  i n   t h e  
conduct o f  the  country's   affairs,  There may also have 'been an 
i n t en t ion  t o  es tab l i sh  a Libyan-style  republic. None "the less ;  
there  i s  no indicat ion  that   the  Libyan leaders  had any hand i n  
the  preparation o f  the coup, The L i b y a 1  of fe r  t o  help  the 
rebe ls  - put forward  immediately a f t e r   t hc  p l o t  in   .d isregard 
of the  moderating  counsels o f  President Sadat and 
Colonel Boumedienne - l ed  t o  the  bredcing  off of diplomatic 
r e l a t i o n s  between Libya  and  Morocco.  The s t i f l i n g  of the p l o t  
h m  l e d  t o  a ra ther   uncertain domestic s i t ua t ion  which could 
jeopmdise  the  future,  although King E.1assa.n remains i n  a 
strong  position. 

N A T O  S E C R E 2  

-5- 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



N A T O  S E C R E T  

-6- 

17. Soviet   in terest  was shown  by Mr. Kosygin's v i s i t  
t o  Morocco i n  September, following which two agreements were 
signed  looking towards the enlargement o f  economic  and commercial 
re la t ions  between the two countries. 

18. Imbued w i t h  a pan-Arab vision and apparently  aspiring 
t o  succeed  Nasser as the acknowledged leader o f  the Arab wor ld ,  
Colonel Qaddaf i  played an act ive p a r t  in   the   c rea t ion  o f  the 
Arab Federation. The automatic  intervention  clause  in  the 
Federation! s Constitution  gives h i m ,  i n  theory, r?el.ativ-e 
protect ion  against   in ternal   d i f f icul t ies  - particularly  those 
which might be inspired by pro-Maghreb factions,  However, the 
main threa t  t o  Q a d d a f i  l i e s  i n  h is  own unstable  character, one 
manifestation o f  which w a s  h i s  most recent  offer t o  resign 
( l a t e r  withdrawn). H i s  willingness t o  spend Libyan money on 
o ther   s ta tes   in   the   a rea  and the  unfavourable  reaction of  p a r t  of 
the  public t o  h i s  opening o f  Libya t o  Egyptian  influence may 
produce adverse  effects.  Nevertheless, the f a c t  that  he.  has so  
fax- held h i s  posit ion  suggests  that  h i s  col leagues  in   the 
Revolutionary Command Council a r e  still  not  confident o f  
carrying on without him. H i s  stmd against Hassan II and 
Hussein, combined with  the  virulence  of h i s  anti-Communist 
pronouncements and h i s  r i g i d i t y  on the  Palestine  issue,  have 
proved a32 embarrassment t o  President Sadat and h i s  muted form 
of  diplomacy. 

S y r i a  . .  

19. The Syrian  leadership  appears t o  w a n t  t o  f o l l o w  a 
caut ious  pol i t ical   l ine .  I t s  decision t o  join  the  Federation 
c8n be -explained by the  desire  t o  break  out of the   i so la t ion  
t o  which the  unbending  extremism o f  &Ir. Atassi had condemned it. 
Purthemore,  General Assad regards i t  as a means of 
consolidating h i s  pos i t i on   i n   t he  Baath  party which has s e t  i t s  
sights on Arab unification. 

20. A new-Labour Government, with a parliamentary m a j o r i t y  
o f  one, took  over i n  Nalta i n  June. This Government, l e d  by Mr. Mintoff, who professes  neutralism and who. has-espoused  closer 
t i es   wi th  h i s  Arab neighbours,  especially  Libya,  forced  the NATO 
NAVSOUTH' Headquarters t o  withdraw f r o m  the  island. The Malta 
Government intends t o  emi t   the   es tab l i shment  of a res ident  
Soviet Embassy i n  Vale P ta, and  i n  the United Kingdom's defence 
agreement negotiations  they have taken  the  position that courtesy 
Soviet   naval  visi ts  should  a l s o  be permitted.  In  close 
consultation with the  other member countries of the  Alliance, 
whose par t ic ipat ion i s  taking  the form of f i nac i a l   con t r ibu t ions  
o r  projected  bi la teral  economic a i d  o n  the part of some of them, 
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t he  United Kingdom  Government is-pursuing  negotiations with 
the  Naltese Government with the aim on the one  hand of  
guaranteeing  the  availabil i ty and use o f  the military 
i n s t a l l a t i o n s  on the i s l a n d  f o r  i t s  forces  and those o f  it.s 
All ies ,  and, on the  other hand, denying t h e i r  use t o  the 
Soviet Union. Libya has given Mr. Mintoff some immediate 
financial   help and i s  believed t o  be ready t o  give him ,more, 
i f  required, on certain  conditions. 

Yugoslavia-Albania 

21. It i s  s t i l l  t o o  early t o  decide  whether Mr. Brezhnev's 
visit t o  Yu o s l a v i a   i n   l a t e  September will have any 
repercussions + on e s i t u a t i o n   i n   t h e  Idediterranean. On the 
Yugoslav side,   the main purpose of t h i s  v i s i t  was apparently 
t o  obtain  Soviet  confirmation of h l r ,  Khruschev's '1955 and 1956 
commitments regarding  the  right of  each country- to  choose i t s  
0v.m road  t o  socialism. F o r  t h e i r  part, the  Russians may have 
thought that  an improvement i n  Soviet-Yugoslav re la t ions  was 
necessary t o  counter  the growth o f  Chinese  influence i n   t h e  
Bal lcans 

22. Albania  remains  closely ,aligned with the  People's 
Republic o f  China.  Recent  approaches by Tirana t o  Yugoslavia 
and the  establishment of diplomatic  relations between Albania 
and  Greece are evidence of  a less inward-looking a t t i tude .  

The  Maghreb  and other  countries 

2 3 .  The recent  trend towards closer  co-operation among the 
c o m t r i e s  o f  the Maghreb has l o s t  its moc:entwn. These countries 
still show generally pro-Western o r  a t  l e a s t  non-aligned 
sympathies  and, i n  t h i s  connection,  the  recent o i l  .settlement 
between  Prance and Algeria i s  l i k e l y  t o  encourage a moderate 
a t t i t u d e  on the p a r t  o f  Algeirs. The Algerian Government i s  
understood t o  have rejected  recent Sovie-k  moves  aimed a t  
obtaining  greater  use o f  naval f a c i l i t i e s   i n  Algeria. There 
have  been no m a j o r  p o l i t i c a l  developments i n   t h e   o t h e r  
1)qediterranea.n countries  during  the  period  under review.. 

The Israeli-Arab  confrontation 

24. A s  . this question i s  essent ia l ly  a matter for the 
United  Nations, i t  w i l l  be dea l t  w i th  on ly  from the  standpoint 
of i t s  possible   effect  on Soviet  penetration o f  the Middle East 
( i n   P a r t  II of t h i s  report  under  the  heading.  l'Assessmentll) . 

B. Militarx 

25. Since May 1971, the m i l i t a r y  s i t u a t i o n   i n   t h e  
tfiediterranean  area has developed as f o l l o w s :  
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Naval Situati0.n 

26, The strength o f  the  Soviet  Mediterranean Squadron 
during  the  period 1st January, 1969 t o  31st October, 1971 i s  
given a t  Annexes A and B. The.average  surface  ships and 
submarine strength has generally remained a t   t h e  same l eve l  
during  the las t  s ix  months as during  the  corresponding  period. 
i n  1970. .The  only  noteworthy  chmge a r i s e s  from the 
simultaneous  presence, between 18th August and 29th September, 1971 
of two C-class  nuclear  propelled  guided  missile-equipped 
attack  submarines i n  place of one, p o s s i b l y  indicating a new 
Soviet  trend towards increasing  the submarine missi le  
component i n  the Nediterranean. 

27. Soviet  Mediterranean  squadron  exercise  activity 
remained, during  the  period  under  review, a t  a generally low 
Level, Major features  outside.the  continued  surveil lance of 
All ied  naval   uni ts ,   par t icular ly   a i rcraf t   carr iers 'and small 
scale ASW exercises, have  been the  maintenance of  a high l eve l  *' of  hydrographic a c t i v i t y   i n   t h e   S i c i l y  Straits ,  a naval  presence 
i n   t h e  Lampedusa and Alboran  areas,  the  continued improvement 
o f  logistic  support ,  -afloat,  the  increased use of  the p o r t  
f a c i l i t i e s  a t  Marsa-Matruh, recently  constructed by the.  
Soviet Union, and the  higher number o f  port; visits 

t o  obtain  supplies, Because the  Soviets have made excessive 
use of this concession,  the Algeria Goverment has been 
compelled r ecen t ly . to  impose with immediate effect   the  following 
restr ic t ions:   durat ion o f  s t a y  i s  t o  be limited t o  the minimum 
technically  necessary, two weeks advance notice i s  t o  be given, 
not more than  three units are  t o  enter Gl~e port  a t  the same 
time,  Furthermore, i t  has been  reported by a reliable  source that 
Soviet  Premier  Kosygin  during his r cccn t   v i s i t  t o  Algeria 
expressed the  wish that the p o r t  o f  P.fers-Zl-Kebir should be made 
available, a t  least   temporarily,  t o  Soviet  naval  'units. 
President Boumedienne categorically  refused and said that any 
further,   discussion on the  matter mould be useless. 

Soviet  surface  combatants and submarines t o  Annaba 

e 
28, The r e f i t t i n g  f o r  Albznia  o f  f o u r  W-class Soviet   bui l t  

submarines by Chinese  technicians for operct ions i n   t h e  
Mediterranean has been reported,  Yugoslavic has star ted  the 
construction o f  a new s e r i e s  of  600-ton submarines.  Bulgaria 
has very probably  increased  the amphibious capacity o f  her 
navy by the  receipt  from the USSR of certainly  three and 
p o s s i b l y  six additional VYDRA class kmdiag  craf t ,   thus   ra is ing 
the number of th i s   type  o f  vessel  in her service from three t o  
six o r  nine, 
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Air/Missile  Situation 

i t s  ASV capabili ty by replacing  the  four NAIL ?BE-6) a i r c r a f t  
of the  ASW force by four  MAY (IL-l8 variant) .  The improved 
capabi l i ty  of the MAY a i r c r a f t  has increased  the  likelihood 
o f  continued  Soviet ASW operations West  and N o r t h  o f  Sici ly ,  
as has been observed i n   t h e  pas% fen  months. The Soviet Naval 
Air Squadron also includes  ten  Egyptian maxked BADGER (TU-16) 
medium bombers o f  which at l e a s t  six are configured f o r  
reconnaissance. 

29. The Soviet Naval Air Squadron i n  Egy t has increased 

30. Pour t o  six POXBAT Mach 3 h igh   a l t i tude   in te rceptors  
which the  Soviets  are  using f o r  reconnaissance i n  Egypt, 
together w i t h  a t  l e a s t  one Squadron o f  FLAGGON-A (su  ersonic,  
all-weather,  short-range,  high  altitude  interceptors P have.been 
introduced-  into Egypt,  probably  during the  Sov ie t   a i r l i f t .  o f  
March-April 1971, About  one hundred PISHBEI) (MIG-21) are  
thought t o  have  been delivered by the USSR t o  Egypt since 
September  1970. One reason f o r  those  increased  shipments o f  
FISHBED  may be the  reported  high number of Egyptian a i r c r a f t  
l o s t  o r  seriously danaged by accidents due t o  inadequate  safety 
procedures i n   t h e  Egyptian A i r  Force. 

31. The Egyptian air  defence  system has been  extended i n  
the Canal and Delta  areas as Soviet   deliveries of SAM 
equipment  continued t o  arrive during.1971. There are now  some 
70 GUIDELINE (SA-2) and 50 GOA SA-3 battalions  throughout 
Egypt, o f  which all but 40 GOA t l  SA-3 are  operated by the 
E a p t i a n s .  The GAINIi'UL (SA-6) mobile miss i le   a r r ived   in  Egypt 
during March 1 9 7 1  and has been  deployed  near Aswan. 

32. A s  far  as other Arab countries  are concerned, i t  i s  
estimated that, i n   t h e  f i rs t  haLf o f  t h i s  year, some 37 f igh ter  
a i rcraf t ,   most ly  PISHBED ( M I G - 2 1 )  and two HOUND (NIG-4) 
hel icopters  have  been delivered by the USSR t o  Syria.  Soviet 
and Egyptian  f ighter  units,  as well as Czech jet-training 
a i r c r a f t ,  have  been reported on Syr ian   a i r f ie lds .   In   the  Sudan, 
the f i rs t  appearance o f  GUIDELIlE (SA-2) missi les  has been 
reported as well as the  existence  near  the  Egyptian  border of  
a Sovie t   a i rc raf t  assembly  plant.  Libya and Algeria  continue 
t o  move forward with a i rc raf t   acquis i t ion  o r  modernization 
programmes. Libya, which seems t o  be in t e re s t ed   i n   t he  purchase 
of 25 Yugoslav GALEB j e t   t r a i n e r s  and currently has 25 p i l o t s  
under   oing  t ra ining  in  Yugoslavia, has contracted with a 
S e s s  7 I ta l ian   c iv i l   engineer ing  company t o  build a modern 
a i r p o r t  a t  Kufra  primarily f o r  mi l i ta ry  p.urposes. A report  
indicates  tha t  the Libyan  Goverment i s  in   contac t  wi th  a Western 
European firm w i t h  a view t o  ensuring  the  maintenance of  the 
Vlheelus base. The Algerian  Goverment has concluded a new arms 
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dea l  with the USSR whereby  the Alger ia r .Ai r  Por.ce w i l l  r e c e i v e  
24 PISHBED (MIG-21) and  seven  t ransports ,   probably CUB (AN-12). 
This will . i n c r e a s e   t h e  PISHBED force   to   approximate ly  50 and 
the ,AN-12  t ranspor t   to  1 5 .  

(NIG-21) from e a r l i e r   a g r e e m e n t s ,   a r e  a l s o  t u r n i n g   t o   t h e  USSR 
f o r  the  replacement  of t h e i r  ageing l?-86 and P-84 f l e e t ,   t h e y  
have   however   cont inued   to   re jec t   Sovie t   reques ts . for  the use   o f  
Y u g o s l a v i a ' s   a i r s p a c e   i n   o r d e r   t o   b e t t e r   p r o t e c t  the Sovie t  
Mediterranean  Squadron,  Certain overfl ight.  p r iv i l eges   have  
been  confirmed for the Budapest t o   C a i r o   a i r l i f t   b e i n g  u t i l i zed  
f o r  the t r a n s p o r t  of m i l i t a r y  a i d  t o  Egypt. .Albania has 
apparent ly  .entered the supersonic-  age, since i t  i s  r e p o r t e d   t o  
have  received about 1 5  o f  the Communist Chinese  var ian o f  the 
PISHBED .( MIG-21) . 

. .  

3.3.. Whereas the Yugoslavs,   who.-already  possess 70 PISHBED 

'e Warsaw Pac t  military personnel  i n  Arab coun t r i eq  

34. Although  no  very  recent- figures are a v a i l a b l e ,  i t  i s  
est imated that the t o t a l  o f  Sov ie tmi l i . t a ry   pe r sonne l  i n  Arab 
c o u n t r i e s  has ,remained  approximately .the sane as .it was i n  e a r l y  
1971 ( i n  Egypt, 13,500 and in Syrie l ,500), but  - there hzs been 8 
modest increase in Egypt and-a  pronounced  increase i n  Syr ia .  
A c e r t a i n  ,nimber of  Hungarian  and  Czechoslovak radar t e c h n i c i a n s  
a re   r epor t ed   t o   have   j o ined  the S o v i e t   i n s t r u c t o r s   i n   E g y p t .  The 
p a r t i c i p a t i o n  i n  the Egypt ian a i r  defence  system of  S o v i e t   p i l o t s  
and SAM spec ia l i s t s   emphas izes   Sovie t   involvement  i n  t h e - a r e a .  

1 35. ' .  In' Libya, -where t h e   f o r e i g n  advisors t o  the ground 
. .  

f o r c e s -  are.  a lmost   en . t i re ly   Egypt ian ,  the presence  of Czech 
i n s t r u c t o r s  a t  the armoured f ight ing vehicles   maintenance  depot  
a t  Behgkazi has been repor t ed .   Sov ie t   p re s su re  has a l s o  
r epor t ed ly   been   b rough t   t o  bear on L ibya   t o   accep t   Sov ie t  
t echn ic i ans  i f  the Libyans  themselves wish t o   r e c e i v e  fur ther  
d e l i v e r i e s  of  Sov ie t  spares for equipment- purchased. 0 . f f i c e r s  
and cade t s   o f   t he   L ibyan  Armed Forces  .as veil. as. . the major i ty   o f  
the en l i s ted  personnel   of  the  Libyan A i r  Force are "trained 
abroad, but i n  no21-Warsaw Pac t   cowi t r ies ,   and 'main ly  i n  Egypt 
as f a r  as the  ground  forces  are concerned, 

1. 

Sovie t   b loc  arms de l iver ies  t o  Arab c o u n t r i e s  

3G. I n  a d d i t i o n  t o  the d e l i v e r i e s  o f  a i r c r a f t  and surface-  
t o - a i r  missiles already  mentioned  above,  Soviet   bloc area 
d e l i v e r i e s . t o ' A r a b  Armed Forces  have continued a t  a h i g h   l e v e l  
t o  Egypt and S y r f a  and i n  a l e s s e r   p r o p o r t i o n   t o  Algeria, Iraq, 
Libya- and the Sudan..  Lebanon,  which i s  repor t ed  as i n t e n d i n g  
t o  spend 65 m i l l i o n  U S  d o l l a r s   t o  improve i t s . d e f e n c e  
c a p a b i l i t i e s ,  has rece ived  b i d s  f rom'Western   count r ies  but a l s o  
f rom the USSR, Czechoslovakia, Bulgaria m d -  Yugoslavia. Despi te  
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t h e   f a c t   t h a t   . t h e  Lebanese  Defence Minis ter   vis i ted Moscow i n  
July 1971 and a l s o   t h e   v i s i t  of a Soviet   mil i tary  delegat ion  in  
Beirut t o  negotiate a 15 million US do l l a r  arms purchase, it i s  
generally  considered  that Lebanon w i l l  limit t h i s  purchase t o  
small armss par t i cu la r ly   i n   t he   l i gh t  of t he  long-standing 
Lebanese reluctance t o  permit  Soviet o r  Soviet   bloc  instructors k 
within  the  country 

C , Economic 

( a )  General Economic Trends 

37. I n  "_oI I s r a e l ' t h e  economy grew  by 7% i n  1970 as a r e s u l t  
o f  f u l l   u t i l i s a t i o n  of  cap i ta l  and labour. However, the  
pos i t ion  o'f the bslance  of payments i s  de ter iora t ing  due t o  a 
growing t rade  dcf ic ik .   Inf lz t ionzry  t rends have  been stimulated 
by t h 5  devzluz.tion of t h e   I s r r e l i  pound  2nd mtai led  increasing 
social   unrest  and prolonged-  strikes. 

38- In =?r t, Sadat  started a new trend t o w r r d  a "more prag- 
matic economic .PO icy,   including encouragement o f  foreign  capi t r l  
investment?  Although  Egypt's economy i s  s t i l l  heavily  linked t o  
the  USSR in   t r ade ,   i n   mi l i tmy   a s s i s t ance ,  and 8s a source f o r  
development ccpital ,   Sadat has also sought t o  expend  economic 
t i e s  with t h e  West, For example, Egypt's  recent  agr'eenent  to 
reschedule her  defaulted  debt t o  t h e  United  States w i l l  
reg-ularize  Egyptian  credit status w i t h  var ious  mult i la teral  
lending  agencies which heve held o f f  invest ing  in   Egypt , for  th is  
reason, A f ree- tmde bmk WES recently  established t o  deal w i t h .  
herd currency  investment i n  Egypt; t he  bank w i l l  not  be  subject 
t o  normal  Egyptien  currency r e s t r i c t i o n  and i s  thus  designed t o  
a t t rac t   fore ign ,   espec id ly   fore ign  Arab,  investment, An 
F-greement t o  cons t ruc t   the   o i l   p ipe l ine  batween Suez. z.nd the  
Mediterrcnean was signed i n  July  but   f inmcing zrrEngements ( t h e  

sources a r e  not   yet  completed. The p ipe l ine  w i l l  have al 
i n i t i z l   c a p a c i t y  of 80 n i l l ion   tons  a year  \hich w i l l  l a t e r  be 
re ised - t o  ' I 20  mil l ion  tons. Eglypt's national income is expected 
t o  incre&e by just   over  3% in  the  f i .s .ca1  year 1972 and the  
trend o f  donestic  product per capi t2  which previously was 
decrezsing hc.s been reversed,  Although i ts  econony i s  growing 
a t  c? respect@ble  ra te ,   Egypt 's   ccpi ta l  shock is run down a d  
thc  country i s  in   s e r ious  need of large-scale  injections of 
ccpitel  investment , 

non-EgyljtiL 
qn port ion o f  t h i s  i s  t o  come ent i re ly  from Western 

39. I n  ,Syr in  the  projected averege yearly growth .of t he  
economy, 8,2% according t o  the   th i rd  development plan (1971-75) 
seems high when compared t o  the   actual  growth o f  5% annually 
during 1966-70. In   the.  Lebmon, t he  economic situc.tion. h?.s 
improved, but p o l i t i c a l   s t a b i l i t y   h m  been weckened  owing t o  
strong  opposition t o  f i s c c l  m~F-sures plcnned by the  Government. 
J o r d m  i s  st i l l  i n   d i f f i c u l t y  2.s a r e s u l t  o f  the  interrupt ion of 
m s s i s t m c e ,  except thct  o f  Saudi  Arabia, 2nd the  c losure of 
most neighbouring  frontiers. 
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40, In  Iraq,   progress  has been made towards a .settlement 
of  pending problems between the  I raqi . ' .authori t ies  and the  
internat ional  o i l  companies operat ing  in   the  country (IPC) . ' 
I n  consequence  government income i s  increasing  substantially 
and IPC's a c t i v i t i e s  may grow f a s t e r ,  

Spain and &, The  new Federation between Libya,  Syria and 
Egypt may r e s u l t   i n  some addi t ional   f inancial   contr ibut ions from 
Libya t o   t h e  economic development of  her  less  favoured  partners,  
In  the Maghreb, , m i s i a * s  aim i s  t o  reach an economic growth ra te  
of 6.6% t o  7% t h l s  year, as "23ga5nst 3.6% i n  1970, owing to the 
support o f  improved stgricultural  production and tourism, 
Morocco, despi te  E hemy  de f i c i t  on the  current  account,  has 
recent ' ly announced a small balance of  payments surplus   resul t ing 
from e substant ia l   capi ta l   inf low.  

41 . L i b  a has l i f t e d  her embargo on natural   gas   sales   to  

42. In  Algeria,   the  negotiations between the  nat ional  o i l  
company and the  French a i - l  companies  have  been successfully ''0 concluded. A ra ther  unexpected  development has been the  recent  
decision o f  the Algerian  authorities  to  stop  one-third of  t he  
exploration f o r  o i l .  This decision may be a t t r i bu tab le  t o  lack 
o f  f inmcing.  

43. In  Malta,  the  sctisfac.tory economic development o f  t he  
l a s t  few year- slowed down. I n  August, the  local  currency 
was revalued by 5%. Over the next yews the growing gzp between 
the  negative  balance o f  goods and services and the  of f ic ia l  
t ransfers  from abroad would have t o  be made good by capi ta l  
inflows,  Malta, however, has a comfortable reserve posi t ion 
($185 mi l l i on   i n  May 1971) , . The association agreement with the  
EEC which took -effect on '1st Apr i l ,  1971 could  bring  about some 
improvement. 

(b) Oil Sector 

a 44, The Organization of t he  Petroleum  Exporting  Countries 
(OPEC) made it known i n  September..-.that it expects  negotiations  to 
s t a r t  soon  between the i n t e r n a t f o n d  o i l  companies  and the  
producing  countr ies   zbout   s ta te   par t ic ipat ion  in  local conces- 
sions, Some producer  countries,  including  Libya, have tcken 
steps t o  protect  themselves from t h e   f u l l  impact  of t he  
de facto  devaluation of t he  U S  d o l l a r   i n  which the  posted 
pr ices  of crude o i l  cre expressed, OPEC has indicated  that  i t s  
members proposed t o  increase  posted  prices  to  recover losses due 
t o  the depreciation o f  the   do l la r .  OPEC hûs also decided tha t  
i t s  members will open discussions  with  the o i l  companies with a 
view t o  par t ic ipc t ing  - i.e. tcking  over a share - i n   t h e  old 
style  concessions. Libya i s  reported  to be pressing f o r  a 
51% share,  following  the  precedent o f  Algeria. 
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45* Following the  conclusion o f  t he  Teheran and Tripoli  
agreements and the  complementary settlements  regarding  the 
Eastern  Mediterrsnern supply poin ts ,   the  immediate risk of  
in te r rupt ions  t o  t he  f l o w  of  petroleum  supplies t o  t he  West 
wcs removed (although the pi  el ines  through  Syria and Jordan 
remain  hostcge t o  extremists P . Over the  las t  few months, the  
supply  res t ra ints  which contributed t o  l a s t   w i n t e r ' s  o i l  
crisis hcve  eased  considerzbly 2nd there  is  now suf f ic ien t  
excess tmdter ,-.nd production  capzcity t o  make up any"shoFt-rim 
or p c r t i a l  shortfal l  which might  occur in   the  event  o f  8 c r i s i s  
i n  the  upcbming o i l  comp-ay-producer country  negotietions. 

46,  Crude o i l  production from the  major  Mediterranean 
suppl iers  dropped sharply  in   the first six months o f  1971; i n  
Libyp. it declined by 16.50/0 from 1970 t o  70,5 million  tons,   and'  
in   Alger iz  by 19.Ph t o  18.5 mill ion  tons.  This  drop was caused 
by Libym  production  restrictions,   Algerian  nationalization o f  
French o i l  i n t e re s t s ,  and m increased  avai labi l i ty  o f  tankers 
which mz.de the  re la t ively  high-price  North Afr icm o i l  competi- 
t ively  unat t ract ive.   In   contrast ,   product ion  in   the Middle East 
(pr incipal ly   the  Pers ian Gulf) expmded  considerzbly  during  the 
sane per iod,   r is ing 20% above the   f igure  f o r  t he  same per iod   in  
1970, t o  410 million  tons. 

II e ASSESSMENT 

A. Pol i t ic31  

47. Soviet  diplonacy, which has been almost  uniformly 
successful  in  taking advantnge o f  the q tan t i - imper ia l i s t "   po l i t i cs  
o f  the Middle East 2nd of  the  Arab-Ismel  dispute t o  es tab l i sh  
their   presence 2nd extend the i r  in f luence   in   the   mea  hcs been 
thrown c2t lecst   temporarily on the  defensive by events   in   the 
period  under  review. This does  not mean Soviet  influence i s  on 
the wme nor  does it mem t h e i r  long-term cims have  changed. So 
long 2s  the  Arabs, 2nd particulcrly  the  Egy-ptims,  continue t o  
need their   support ,  both p o l i t i c c l  and mil i tary,   in   the  confrontr-  
t i o n  with I s r c e l ,   t h e  Russirzns will continue t o  explo i t   the i r  
p r iv i leged   pos i t ion   in  the i n t e r e s t s  o f  t h e i r  own long-term 
strategy.  Soviet diplomacy has shown g r e a t   v e r s a t i l i t y   i n  
? .dq t ing  t o  circmwtances 2nd thereby  retaining  the hold it 
hcs gcined i n   t h e  crec.. I n  the  events i n   t h e  Sudan, f o r  instc.nce, 
Moscow did no t   hes i t a t e  t o  give its s t r c t e g i c   i n t e r e s t s  
precedence  over  considerrtions o f  s o l i d r r i t y  between Commnist 
p m t i e s .   l n   s p i t e  of  the  satbccks t o  i t s  influence and even the  
humiliation it suffered n t  t he  hmds o f  General Nwneiry, Moscow 
hcs been a t   p c i n s  t o  avoid 3. b r a k  with the   s t ra teg ica l ly  
important  Sudm.  Moreover,  there i s  nothing new i n   s n t i -  
Conmunist repression i n  the  Arab countries,  and past persecutions 
of t he  Egypti2.n 2nd Syr im Cor;munist p a r t i e s  have  never  held up 
Soviet  penetration.  In any evmt, these  tact ics   prove Moscow's 
de tem~ina t ion   no t  t o  endcnger the  bridgeheads which w i l l  eneble 
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it to  maintain i t s  p o s i t i o n   i n   t h e  Arab countr ies ,   par t icular ly  
i n  Egypt ,  even i f  a peaceful  settlement of the Middle East 
question  should make i t s  mil i tary  ass is tance  less   necessary 
Pnd, consequently,  muse some wecikening o f  i t s  links with these 
countries. 

48. The course o f  events  in-Egypt must a l so  be  seen i n   t h e  
sme  context,  although it may be  advisable t o  await   future 
developments before  passing  f ine1 judgment, since it i s  still  
too  early t o  assess  what seen, a t  first s ight ,  t o  be somewhct 
contrcdictory  implications.  President  Sadat' S purge of  h i s  
r i v a l s  - including  those who were widely  (and correct ly)  
regarded CS f r iends  o f  the Soviets - which is  designed t o  
consolidEte h i s  power, -has   l ed  t o  a t  l e a s t  a short-term  reduction 
in.  Soviet  influence on Egyptian  policy. However, it i s  unlikely 
thc t  th i s  move by President  Sadct foreshadows Q change i n  
Egyptian foreign  policy,  since  the  country i s  far t o o  dependent 
on the  USSR t o  make m y  such change i n  course  immediately 
feasible.  . Sovie t   po l i t i ca l  support and n i l i t a ry   c s s i s t ance  cre 
more than  ever  necessary, The f a c t   t h a t   t h e  Army backed Sadat '0 i n  his purge means t h a t  it w i l l  have t o  be kept heppy. It may 
c l s o  be that   President   Sadat ' s  measures are  intended t o  bo l s t e r  
h i s  posit ion  vis-&-vis  the  other Arab countries. By making it 
c lea r   t ha t  he intends t o  remsin  master i n  his own house,  he may 
be t ry ing  t o  show h i s  par tners  2nd- h i s  own countrymen t h a t  his 
d l i a n c e  with Moscow i s  not  unconditional, 

49. Repor ts  indicate   that   d iscussion  during  Szdat ' s   v is i t  
t o  Moscow sppears t o  have  been unusuclly  frank. The phrasing 
o f  t he  Communiqu6 seems to   i nd ica t e  that  the   pa r t i e s '   f a i l ed   t o  
cgree on a p o l i t i c a l  and n i l i t c r y   s t r a t e g y  f o r  the  immediate 
future. The v i s i t  .accomplished the  purpose of refurbishing the 
public imzge of good re la t ions  between the  two countries,  md 

. probably  resulted  in some kind o f  new Soviet arms commitments t o  
Egypt. A t  the  sane  time, it is  doubtful tha t  basic  differences 
were resolved, The Soviets will probably remzin wary of Sadct's 
demonstrzted  independence o f  thought and action,  while  the 
Egypt ims.seem  dest ined  to   pers is t   in  wanting more Soviet 
backing  than  they  are  likely t o  get. 

50. The Soviet-Egyptian  Treaty  of  Friendship and 
Co-operction  signed on 27th  MEY, 1971 (but which  had  been i n  
the  off ing f o r  some time) may well h m c  enabled the  Soviet Union 
a t   l e a s t   t o   r e d r e s s   t h e   s i t u a t i o n .  Both sides will undoubtedly 
seek t o   i n t e r p r e t  and  implement. the Treaty t o  serve  their  own 
i n t e re s t ,  The Soviets may well  consider that  Ar t ic les  2 and 7 o f  
t h i s  Treaty  give them a r i g h t  o f  intervention and a t   l e a s t  a say 
i n  Egypt's  domestic a f f a i r s .  The Egyptians, on the  other  hand, 
almost  certainly  see  the  Treaty as a means of  obtaining Russi.cn 
support so long as they need it. In  any case the Tredty  sets  the 
seal on the  special  Soviet-Egyptian  relationship and underlines 
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t h e   f a c t  thct Russie  remains  the  privileged  ally of the  major 
kireb State.  These events  cre, however? too  recent t o  make it 
possible  t o  draw any further conclusions  concerning  the room f o r  
mc",noeuvre that  President  Sadat  really enjoys, Be t h i s  2.s it mzy, 
there  i s  no doubt that   the  Treaty  provides  the  basis f o r  t he  

Cssis tmce t o  Egypt. The Russians  are now more than  ever cble 
t o  operate an  independent n i l i t a r y   f o r c e  i n  Egypt, 8 s i tua t ion  
&ich inevitrrbly  plrces c? powerful p o l i t i c a l   l e v e r   i n   t h e i r  ' .  * 

h a d s .  Nevertheless, it is  worth, noting  that   the  signing o f  
.-"'"tllis' Treaty did not  deter  in  Cairo  the  purges,   the trials of 

former leaders  and the reform o f  t he  Arab Socia l i s t  Union. In  
the  Sudanese affair   in   par t icular   President   Sadat  adopted  an 
a t t i t u d e  which'was also n o t  i n   l i n e  w i t h  the   Soviet   in terest .  
He rejected MOSCOW'S demand f o r  speedy recognition o f  the  E l  Atta 
governraent. Sadat  probably  thought  that a Communist  Sudan could 
have  given renewed strength t o  the  pro-Soviet  faction. Then, too, 
2. pro-Soviet  régime i n  Khcrtoum  would have s igni f icant ly  t i l t ed  
t h e  power ba lmce   i n   t he ,  area i n  MOSCOFJ'S favour. 

; continup.nce and possibly  the  extension of Soviet   mili tary 

51. Ls stz.ted. i n   t he .   ea r l i e r   r epor t s ,  Mosc.ow uses  the 
Israeli-Arcb  conflict  t o  strengthen i t s  p o s i t i o n   i n   t h e  
Mediterranean. - I n  t h i s  respect,'Moscow has 'an i n t e r e s t   i n .  maln- 
t s in ing  the s i t u a t i o n   i n  a s t a t e  o f  controlled  uncertainty; 
since such circumstances  enable it t o  continue i t s  mi l i tz ry  
assis tance and, i n  so doing, i ts  pol i t ica l   pene t ra t ion .  However, 
s ince it wishes t o  cvoid, a resumption of Israeli-Xreb hos t i l i t i es ,  
which could lead t o  a d i r ec t  clrsh betweaq i t s e l f  and the  United 
S ta tes ,  Moscow has chosen not t o  oppose current  lmerican 
diplomatic  efforts, At present,   the  outlook i s  bedevilled by 
the   conf l i c t ing   I s r ae l i  and Egyptian  positions. 

52. Tactical  negotiating  requirements  probably had something 
t o  do w i t h  recent moves  by President  Sadat t o  pu t  h i s  o m  house 
i n  order and also with the  new Arab Federation, It should be 
noted  that   Russim  reactions t o  the  Federation were lukewcrm, 
!after Nasser's  death,  Sadat  probably f e l t  the need f o r  off ic ia l  
consecration by h i s   p e e r s  and saw tha t  the Federation  could  give 
him the  necessary  prestige. Its establishment, and t h e ,  asser t ion  
of Sadat' S domestic  zuthoritv,  could  give  greater  weignt  to  the 
Egyptian  President's  diploadtic  proposals  in  connection  with  the 
on-going ta lks .  On the other hand, by associating itself within 
the  Federation with more hard-line  countries (which  have not 
CCcWted Security  Council  Resolution 242, for   ins tance)  Egypt 
could be said. t o  have l e s t  some o f  i t s  freedom of action. By 
v i r t u e  of the  Constitution  of  the  Federation, Egypt seems t o  hrve 
accepted  the  double  veto of  Libya w d  Syria  as  regards a s e t t l e -  
ment. The echoing o f  t h e   t r i p l e  t'no" of Khartoum i s  a l s o  
ind ica t ive  Of a hardening o f  e t t i tudes .  However, most observers 
2Fee   tha t   these   impl ied   cons t ra in ts  w i l l  not  prevent Egyp t  from 
seeking ~l negoticted  solution. 
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53. In  a. number of recent  speeches  President  Scdat hEs 
committed himself  to  saying  that 1971 " w i l l  be 8 year o f  
'decision f o r  pea.ce o r  wart1. The I s r ae l i   l eade r s  have emphcsised 
tha t  such statements must be  taken  seriously. It would there- 
fore  seen  that  the  Egyptian Head of S ta t e  i s  gambling hervi ly  
on the fu ture  and committing himself po l i t i ca l ly .  Although. it 
Would not  appear  that  President  Sadat and h i s  mil i tary  advisers  
hcve bel l igerent   intent ions,   the   disarra  and r ivc l ry  which 
have further  divided  the Arab countries ti uring  ' the  last few 
months weakens the i r   pos i t ion   v i s -a -v is   I s rae l   in   peace  
negotiztions.  In any event ,   the   fac t   tha t   recent   v io la t ions  
of the C a n a l  cease-fire (which has heen in   fo rce  now s ince  - .  

August  1970) did not 1ec.d t o  more v io len t  clashes i s  i n   i t s e l f  
m encouraging  'sign,  inasnuch 2s it re f l ec t s   t he   des i r e  of both 
sides  not .to jeopardise  the  prospects for negotiation, 

54. There  have  been equally  encouraging  developments i n  
other p a r t s  of the. Arab world, I n  .the context of the settlement 
o f  the  Isrceli-Arab  conflict ,  the res tora t ion  o f  King Husseints 
authori ty   in   Jordan would seem a pa-s i t ive  factor .   In  t h i s  
connection, it i s  in te res t ing  t o  note, f o r  a better  understanding 
o f  the  deep-seated  trends i n   t h e  Arch world, thet the  Hashemite 
King was Z:ble, despi te  p r o t e s t s  from severel Arab cap i t a l s ,   t o  
eliminate  in  particular  the  pro-Marxist  resistance  groups 
without  hindrmce, The de facto neutr.cli ty of. the   other  Arab 
countries i s  explained by t h e  - fmt  that the destruction  of 
these two o rga~ iza t ions ,  which are   bent  on the overthrow of t he  
existing order i n  the Arab world, i s  the  unavowed wish o f  most 
Arab l e a d e r s   i n  power, It is s ign i f i cmt   t ha t -King  Hussein has 
mphcsised h i s  readiness t o  co-operate with the  moderate 
E l  Fetch, provided  thzt Mr. Yasser Arcfat does  not  interfere 
in  Jordan's  domestic  affairs.   Similarly,   the meeting a t  Jiddch 
t o  recohcile  Jordanians and Palest inians,  even i f  it was 
f r u i t l e s s ,  did provide  an  exmple of t he  moderco.ting influence 
which President Scdct cm  exe rc i se   i n   t he  new Arzb Federction. 
He succeeded i n  cclming  Co.lone1 Qaddcfi, who scid he w n t &   t o  
invade  Jordan..  In c rather   different   context ,   the  rapprochement 
between President Sstdat on the  one hand and King Fa isa l  and the 
Shch of I ran  on the other,  i s  a l so  worth highlighting,  since 
it proves that ,  as on the donest ic   f ront ,  t h e  Egyptigxl Head 
o f  S t a t e  i s  also seeking t o  e n l i s t  the support Qf the conserve- 
t i v e  forces eround him. 

O 

55. Recent  events  have  underscored  the  relative  fragility 
o f  t he  Allied posit ions  in  the  western  Mediterranean.  Potential  
d i f f i c u l t i e s  connected with developments i n  Malta  should  also 
be viewed i n  t h i s  context. A t  the srne  t ine,   Soviet  
llWestpolitiktl,  including i t s  i n t e r e s t   i n  moving towards a 
Conference o f  European Securi ty   in '  1972, might a c t  2s  S. 
temporarily  restmining  factor  in  Soviet   Mediterranean  policy.  
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Mili tary 

56. The period  under  review  could  be  genemlly  considered 
as SI. consolidating  phase of the operat ional   potent ia l  and 
readiness of  the Soviet  Mediterranean  Fleet. However, the  
period has seen Soviet bSW capability  encroaching on the  
western  Mediterranean,  an  increased  presence of surface ships i n  
the  Lampedusa and  Alboran a reas , .  a s l i g h t  improvement. i n   l o g i s t i c  
support r t  sea and i n  Grab ports-  mainly i n  Marsa-Matruh  qnd a 
certain  increase  in  the  Soviet  Mediterranean  Squadron's  use of  
Annab2 (Llgeria).  The regulations  recently  introduced by the  
Algerian Government concerning  the  use by the  Soviets o f  the  
hnnaba p o r t   f s c i l i t i e s  must however be considered i n  this 
context. As a r e s u l t  o f  t h e  presence o f  a l imited number of 
FOXBAT c?nd of a t  l e a s t  one FLSiGON A f igh ter  'squadron i n  Egypt, 
t he re  has been 2 limited  strengthening o f  Soviet  air  defence 
poten t ia l  which mzy also provide some a i r  cover  over  the  ezstern 
Mediterranean in   t he   fu tu re .  The Soviet bloc presence i n  Lrcb 
countries  bordering  the  Mediterranean &S regards  mili tary 
personnel seems generally t o  hzve shown no substant ia l  augmenta- 
t ion  although  there was. an inc re r se   i n  non-Soviet hkrsew Pact 
personnel. The dependence of  most o f  these  countries on the  bloc 
.for the  development cnd the  maintenance o f  t h e i r  armed forces 
hD.s, however, again  increased9 due t o  new de l iver ies  of arms 
and  equipment. No fundanent21  change  of the mil i tary  posture  
of Arab countries mentioned i n  th i s  report   can be concluded from 
information  s.vailable. -: 

C. Economic 

57. The assessment  given i n   t h e  l a s t  repor t  
(C-M(71)34(Revised)) o f  ' t h e  threat  t o  the  economic posi t ion of 
t he  West i n  the crer is  still valid.  The recent OPEC requests 
f o r  S t c t e   pz r t i c ipa t ion   i n   t he  o i l  conpanies '   ec t iv i t ies   in   the  
producing  countries - coning so soon e f t e r  the Teheran and 
T r i p o l i  agreements - further  erodes  the freedom of operation o f  
the  concessionnaires. Although t h e  immediate risk of in te r -  
ruption o f  t he  f l o w  of o i l  supplies hm been removed, ten.sion 
could  ensue 8 s  .c. r e s u l t  of t h i s  new development, ,and  also from 
recent .OPEC demands f o r  compensation of the  de  facto  devaluation 
o f  t he  US dol lar .  

III, IMPLICtiTIONS FOR THE kLLLILLNCE 

Po. l i t ica1 

580 The unfavourable  consequences f o r  Al l ied   in te res t s  of 
continued  Soviet  penetrction o f  the  Mediterranean hcve  been 
re fer red  t o  c t  length   in   ear l ie r   repor t s .  Although the  USSR 
hcs hcd t o  t read  careful ly  i n  cer tc in  Arab countrieso i t s  
determination t o  pursue  the  long-tern aims underlying i t s  
penetrction  remains  obvious. The Soviet Union continues t o  
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exploit  the  Arab-Israel  dispute. "he  Soviet-Egyptian t r ea ty  
m q  be c", new and importcnt  addition  to t h e  arsenal of measures 
used by the  Soviet  Union t o  consolidate and even extend i ts  
mili tcry  foothold  in  the most  importslnt Arab country, It will be 
necessary t o  pay c lose   a t t en t ion   i n   t he  coning months t o  the 
implenentetion of  this t rea ty ,  which was the  subject of EI 
preliminary  meeting between Mr. Mahmoud Riad  and M r .  Gromyko 
in   July.   In  view of Soviet  efforts  to  strengthen i t s  t i e s  with 

, '. the .&eb world, it i s  desirable   that   Al l ied  countr ies  should 
concentrate on p o l i t i c a l  messures  designed t o  gu t  a stop t o  t he  
constant  erosi.on o f  the i r   pos i t ions .  

59. It has  already been s ta ted  that   the   cont inuat ion o f  
the  Israeli-Arab  confrontEtion  obliges  the Arab countries t o  
maintain  close  relations with Russic, a' s i tua t ion  which the  
la t ter  uses f o r  i t s  own ends. It  has  also been made perfect ly  
c lear   tha t ,  f o r  MOSCOW, the-Middle  East  conflict is not an end 
i n   i t s e l f ,   b u t  a mec.ns o f  perpetuating what it hopes w i l l  be a 
dominant p o l i t i c a l  cnd mi l i t a ry   pos i t i on   i n  an crea from which 
it was Ebsent less than twenty  years  ago, and i n  so doing t o  pose 
a permanent t h rea t  t o  the Southern flsnk o f  the  Alliance. 
Moscow has shown no readiness  t o  push i t s  pawns into  posi t ions 
which night   lead t o  an armed clash with t h e  United States ,  
However , t he   A l l i e s  should  continue  to do everything  in   their  
power t o  .encourage  a negotiated  settlement o f  .the  Israeli-Arab 
confl ic t .  fL gradusll re turn   to   nomal   in   the   a rea  and, a 
for t ior i   the   res torEt ion  of 'peace., would enhance the   ab i l i t y  of 
the  Allies t o  counter Soviet expansion, I t  is therefore 
necesscry  that  every effor t   be  made and every e f fo r t  be  supported, 
f o r  an equitable,  durable and pezceful  solution t o  t h i s  dispute 
es enviszged by the  Security  Council  Resolutim 242. However, 
in  present  circumstznces,  the  search f o r  2nd the  achievement of 
a par t ia l  zgreement on re-opening  the Suez Canal  could contribute 
t o  lowering  tension and t o  creat ing a more favourable psycho- 
logiczl  climate. 

O 

O 
B, Mili tary 

60. Despite a s l i g h t  inprovernent in   the   opera t iona l  
potential   of  the  Soviet   forces  in the Mediterranecn  %rea and xn 
increased  presence o f  Sovie t   vesse ls   in   the  Western  Basin 
indicating  that  the  Soviet  outflanking  trend  continues,  the 
generel  impression l e f t  by developments  during  the past  s ix  
months i s  one of  consolidation on the   pa r t  o f  the Soviet bloc.  
Therefore,  provided that  there  i s  no mcjor  change, for   ins tance  
with regard t o  Malta, the implications f o r  the  Alliance, a s  
described in   the  preceding  report ,  remain val id .  
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-c . Economic ' 

61. As a response t o  t h e  growing  involvement, o f  
producing  .countries' governments of  the Zr(??. i n   t h e  prodvLc-l;ion 
of petroleum,  the NATO member countries may cozrsilt among 
themselves, m d  with other   interested  COI^.^^^^^^^^ o f  t h e  non- 
Comnunist world,  f o r  ways and means of a . c ; ~ ~ ~ j : ~ ~  t he  safe-ky  and 
regular i ty  o f  c r i t i ca l   suppl ies  o f  energ:.. T h . ; ;  tl? d ~ w d . o p  
a l ternat ive  sources  of energy i s  very  rec?., I' :LC;:. tk.t a .. 

rapid development of  new sources and relzti.ir&y 'r1ex t;q?ss o f  
energy mey involve  considercble  capital  ouzlays could j'usti.flr 
jo in t   ac t ion  by members o f  the  Alliance.  

, .  

_ . .  

r; '?.. ~ . . e. 

Generel  Conclusions 

62. Sovie t   po l i t i ca l ,   mi l i ta ry  2nd  economic entrenchment 
i n   t h e  Mediterranean mea  show no signs o f  we2.kening. I n  the 

o l i t i cF .1  field, Allied 'countr ies  should work f o r  peace and 

f r i e n d l y   r e k t i o n s  with a l l  s t a t e s  concerned.  Although  the. 
improvement o f  the  Soviet   posit ion has not  yet  reached 8 point  
where Soviet   forces  consti tute  an unuanageable .military t h r e a t  t o  
the Alliance, it i s  nevertheless  necessary tha t  adequate steps 
be  taken t o  counter t h i s  unfavourable  erend  in'  order t o  avoid 
8 deter iorat ion  in   the  balance o f  forces. As f z r  ES economic 
matters   are  concerned, t h e   A l l i e s   i n   p a r t i c u l a r  should  take 
steps to '   safeguard  their  o i l  supplies. 

i n   t he   r eg ion  and' also f o r  establishing and mainteining 
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