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REPORT ON THE SITUATION IN THE MEDITERRANEAN

JUNE-NOVEMBER 1974

Report by the Council in Permanent Session

Following the decision of the Council of 20th November,
1974, the Political Committee met on 26th November, 1974, to
revise the report on the Mediterranean, (C—M(74)795

2. The Political Committee has reached agreement on the
attached report which is submitted to the Council for approval
under the silence procedure. If no objections are raised by
close of business on 4th December, 197&, the report will be
considered as approved by the Council for onward transmission

- to Ministers under Item II.B. of the Agenda,

(Signed) Joseph M.A.H. LUNS

NATO,
1110 Brussels.

This document consists of: 11 pages
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DEVELOPMENTS IN THE MEDITERRANEAN
SNE-NOVENEE

1. At their last meeting in Ottawa on 18th and 19th June,
1974, Ministers noted the report on the situation in the
Mediterranean (C-M(74)i8(Final)) which had been prepared on
their instructions by the Council in Permanent Session. In
paragraph 8 of the Ministerial Communiqué, Ministers invited
the Council in Permanent Session to continue to keep the
situation under review and to report . to them again at their.
next meeting.

2. In accordance with these instructions, the Council in
Permanent Session arranged fer the following report to be
prepared on the situation in the Mediterranean. This report
should be regarded as part of the continuing review of, and
consultation cn, the situation in the Mediterranean. In view
of the fluidity of the situation, however, the survey has
focussed on the outstanding events and on the general trend of
developments, as it affects the Alliance.

I. SIGNIFICANT EVENTS IN THE POLITICAL, MILITARY AND ECONOMIC
SPHERES

A. Political

Egypt

3, In spite of Soviet displeasure at the reapprochement
between Egypt and the United States, there has been an
improvement in relations between Cairo and Moscow. The Foreign
Minister, Mr. Fahmi, was due to visit Moscow in July, his second
visit to the Soviet Union this year, but the visit was cancelled
by Moscow without warning and to the astonishment of the
Egyptians, Not until early September did one learn that it had
been postponed until mid-October, Following. Mr. Fahmi's
October visit, unusually, only a brief statement was issued and
no new econocmic agreements were announced. There is no evidence
to suggest that the Soviet Union has yet agreed to Egyptian
requests for the delivery of significant quantities of
sophisticated military equipment. Clearly, a primary purpose
of Mr. Fahmi's trip was to prepare a visit, long-sought by the
Egyptians, of Mr. Brezhnev to Cairo. It has now been snnounced
that the visit will take place in January. For their part, -
the Egyptians have indicated in Al Ahram that during his '
visit Mr. Brezhnev will sign economic agreements covering
grain imports, the construction of a new iron and steel
complex, phosphates exploitation and nuclear co-operation.
They will also expect Mr. Brezhnev to announce agreement to
new arms contracts,

NATO SECRET
-2-




PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

DECLASSI FI EDY DECLASSI FI EE -

NATO SECRET

C-M(74)79(Revised) -3~

Syria

4, The Soviet Union has continued to consolidate its
position in Syria. There have been further important deliveries
of particularly advanced military equipment and a large number
of Soviet technicians are working on development programmes, '
During a brief stop-over in Moscow by President Assad in :
September, the Soviet Union reaffirmed its support for Syria.

Libya

5. The rapprochement between Libya and the Soviet Union,
which started at the beginning of the year, has continued in
spite of Col. Gadafy's continued hostility to Communist ideology.
Prime Minister Jalloud's visit to Moscow in May appears to have
resulted in an arms deal under which the Soviet bloc is supplying
Libya with arms, including tanks and missiles. This development
confirms a Libyan tendency to diversify their sources of arms
supplies. During the visit, agreements covering industrial and
trade co-operation were also signed but it seems unlikely that
anything specific was achieved. The scope of the changes in
power-sharing between Col. Gadafy and Mr. Jalloud have been less
than some reports would indicate; Gadafy still has the upper
hand when it comes to framing national policy. Lastly, there
has been no improvement in relations between Egypt and Libya.

Palestinians

6. The Palestinian organizations have increased their
importance on the diplomatic chessboard of the Middle East.
There have been new developments on several points., - The Arab
summit meeting in Rabat stressed the inalienable right of the
Palestinian people to set up a national authority under the
leadership of their sole representative, the PLO, over all
Palestinian territory which is liberated. King Hussein who
had consistently opposed such a decision eventually concurred.
The United Nations General Assembly has agreed to include the
"question of Palestine" as such on its Agenda, and, in an
unprecedented decision, to hear the PLO Representative in
Plenary Session. Lastly, the Soviet Union has lessened its
reserve towards the PLO. During his visit to Moscow in August,
Yasser Arafat (after five visits to the Soviet capital) was
received for the first time by a Soviet CGovernment Representative,
On that occasion, the Russians agreed to the opening of an
official PLO office in Moscow. In a speech mede in Bulgaria

early—in—September; President—Podgorny—coined—anew phrase-when
he said that the Palestinians had "a sovereign right to establish
their own statehood in one form or another", This idea was taken
up again in the declaration published following Mr. Fahmi's
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visit to Moscow in October. The debate in the United Nations
was a significant step leading to increased international
recognition of the PLO, To mark his disapproval of

Yasser Arafat's policy, Habash, the leader of the extremist

PFLP faction, has resigned from the PLO Executive Committee.
Although this split may weaken the organization, it nonetheless
enhances the stature of Yasser Arafat as the voice of moderation.

B. Military

Soviet naval presence in the area

7. The Soviet-Mediterranean Squadron (SOVMEDRON) continues
to be the main Soviet presence in the area, While remaining at
fairly constant numerical strength throughout the period it
continues to modernize and improve combat effectiveness,
particularly of the submarine component.

. 8. It seems that the routine for relieving the submarines
of “the SOVMEDRON at regular intervals of 5-6 months, was
interrupted by the longer deployment necessitated by the
October 1973 war. The mass relief expected in the Spring of 1974
did not occur but submarines were apparently relieved in ipenny
packets" by covert transits from/to the Northern Fleet. Such a
change in routine demonstrates a growing confidence in the
ability of individual submarines to make the long voyage alone.,
This complicates the task of surveillance. The first large
relief of the submarine force since October 1973 occurred in
September 1974. This operation was also parly covert.

9. Some support units and auxiliaries of the SOVMEDRON
are usually present in the port of Alexandria where the Soviets
have access to facilities for some maintenance and repair of
their ships. Personnel and special equipment are probably
provided by the SOVMEDRON itself. o ' '

Clearance of the Suez Canal

10. Work on the clearance of the Suez Canal continues
apace; the most recent estimates indicate that, political
considerations permitting, and assuming that the Egyptian time-
table, which is not easy to meet, can be adhered to, the waterway
could be open to ships of 30 ft (9.3 m) draught by March 1975
and that it will be restored to its pre-1967 condition
(i.e. capable of taking ships of 38 ft (11.8 m draught)) by the
end of 1975, However, it seems unlikely that it will be able
to carry the same amount of traffic by the date as in 1967, All
currently operational Soviet warships would be able to pass
through the Canal from March 1975. The draught of the new
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Soviet aircraft carrier KIEV which is expected to become
operational in 1975-1976 is not known. It should be noted that
not all NATO warships will be able to use the Canal before it
is fully restored to its pre-1967 condition and even then some
may have too great a draught to make the passage.

11. A Soviet task force, consisting of the Leningrad
helicopter carrier and a number of minesweepers has been engaged
in mine-clearance in the Gulf of Hurghada at the southern end of
the Canal whilst the US/UK force has been operating in the Canal
itself. The Soviet helicopter carrier has departed but the

minesweepers remain.

Arms supplies to Arab countries

12. Soviet supply of arms to Syria, including the most
modern types of aircraft (MIG 23 FLO and SU 7 FITTER) has
been confirmed over the last six months, Deliveries of SCUD
surface-to-surface missiles have been reported but not confirmed.
The Syrian Armed Forces. (except the Navy) are now better equipped
than they were at the outbreak of the October 1973 war., It
appears likely that Soviet training activity is being conducted

in Syria,

13. As the previous report noted, after the military
equipment (except perhaps aircraft) lost by E t during the
October 1973 war was replaced by the Soviet ﬁn{on, arrangements
for continuing arms shipments came under considerable stress,
and indeed Egypt received nothing at all from the Soviet Union
from April to August. The delivery of arms to Egypt has now
apparently been renewed but indications are that the Soviets
are hesitant about providing a full-scale supply. Since
August 1974 the supply of arms to Egypt has been limited to
previously contracted small shipments of spare parts and
ammunition, with the apparent intention of underlining Egyptian -
dependence on Soviet goodwill in order to extract political
advantages.

14. The Soviet supply of arms to Libya forecast in the
previous report has apparently started. ere are reports of
deliveries of SA-3 and SA-6 missile systems, of armoured
personnel carriers and of tanks including T-62s, Other reports
have it that the Soviet-Libyan agreement includes the delivery
of MIG-23-FLOGGER aircraft but this has not yet taken place.
The possession by the Libyans of MIG 23s would give them an

enhaneed—capability—te—eentpel~aipspace~ove¥_ihe_Gulf_o£_Sirte-,
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15. Irag is still one of the main recipients of Soviet arms
of the mosT sophisticated design such as the T-62 tanks., Iraq

has received MIG 23 FLOGGERS, the second such delivery after Syria
to a non-Communist country in.the area. Pilot training by the
Soviets in Iraq is confirmed.’

Soviet use of Naval facilities in Yugoslavia

16, A new Yugoslav law allows, with certain limitations,
for the repair of naval vessels of other nations in Yugoslav .
dockyards., Since passage of the law Soviet naval auxiliaries
have used facilities in the Gulf of Kotor, but heavily armed
vessels have zpparently not been repaired., The new Yugoslav
regulations are restrictive, however, particularly in their
application to warships. If these restrictions are vigorously
enforced the new law's benefit to the Soviets could be limited.
This suggests that political considerations are as important to
the Soviets as logistical ones. The Soviet Union has apparently
not abandoned the policy of obtaining port facilities on the
Dalmatian coast. Soviet ships continue to visit Yugoslav ports,
these visits still being limited to three days. The trend
toward improved Soviet-Yugoslav relations appears to have been
shaken by the recent trial of a "Cominformist" group.

Bulgaria, Rumania and Hungary

17. As for the wider aspect of the Soviet attitudes in the
Balkans, there is evidence of even closer collaboration between
the Soviet Army and Air Forces and those of Bulgaria, probably
the most reliable and pro-Soviet member of the Warsaw Pact,
Furthermore, while there has been no noticeable improvement in
Soviet-Rumanian relations, there have been a number of Rumanian
initiated reports of Soviet pressure for the Rumanians to
provide transit rights for Soviet troops to and from Bulgaria.
A reinforcement of Soviet forces in Hungary has been cbserved,
the reasons for which cannot be.explained at present.

C,  Economic

18. Over the past twelve months control over oil prices
and supply has passed from the consuming nations and their oil
companies to the OPEC producers. High prices have reduced growth
in consumption and demand for imported oil. At the same time,
massive oil revenues, conservation considerations and other
factors have made many (but not all) producers less influenced
by the usuel financial incentives and less responsive to market

forces.
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19, OPEC production has not yet returned to the 33 million
barrels per day (4.7 million tons) level achieved just prior to
the October 1973 embargo/cutback by the OPEC producers.
Furthermore total OPEC production dropped by over 2 million
barrels per day (286,000 tons) from 31,650 million (4.5 million
tons) in April 1974 to 29,350 million (4.2 million tons) in
August of this year. Although OPEC and some outside observers
have spoken of a concerted programme of production cutbacks to
sustain high prices, the reductions undertaken thus far have not
been co-ordinated but are instead the result of individu&al
decisions and circumstances,

20. The impact of world inflation on the economy of Israel,
as of many other countries in the non-Communist world, is
aggravated by the fact that Israeli prices had already been
rising sharply for some years., The labour force in the
industrial sector has fallen by some 7% despite an increase in
the activities of firms working for defence, due to the continued
mobilization of reserves in a larger standing army. Iarael will
remain dependent on foreign aid and credits. ’

21, In E t, the situation is still more difficult. The
steep rise in e price of foodstuffs has led to protest and
generated unrest among the workers in the major industrial
centres where several firms are in trouble as a result of raw
material and equipment shortages. Moves towards some measure
of economic liberalism have been challenged in various quarters.
The Egyptian leadership is nonetheless going ahead with its
more outward looking policy which rests, economically speaking,
on attracting major Arab financial support and Western investment,
techinology and know-how. Egypt seems to be working towards a
rapprochement with the countries of the East, including the
Soviet Union, whose economic assistance is required for a number
of projects in the process of completion or expansion.

22. Syria, while increasing the number of its economic
agreements w the Communist countries, is simultaneously
building up contacts with the Arab countries and the West,
particularly the European Community countries. Economic - _
management, particularly in the public sector, has recently come
in for sharp criticism within the country. Emigration of
professionals and skilled workers has reached serious
proportions and attempts are at present being made to hold down
and even to put a stop to this movement. ’
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23. In Iraq, the economic development plan for the fiscal
year 1974-1975 involves an almost four-fold increase in
exXpenditure as compared with the previous years as a consequence
of the rise in Iragqi revenue resulting from higher oil prices.
In the longer term, Iraq has an ambitious ten-year development
pPlan which includes raising oil production by 1980 to six
million barrels per day (857,000 tons), or more than three times
the current production levels. A significant amount of Iraqi
oil is exported to the USSR and other CEMA members using pipe-
lines to Mediterranean terminals, :

2k, In Libya, oil production has been falling steadily
since January partly due to a combination of unrealistically
high prices, technical difficulties and a disagreement with a
major procduction company., Libya's production of 1,7 million
barrels per day (243,000 tons) in January declined to about

1 million (143,000 tons) in September, Falling production has
not been compensated for by a rise in Libya's per barrel
receipts throughout the year. However, the fall in oil
producticn since last January, if not entirely planned by the
government, is not such that it would endanger the economy of
the country which has large financial resources and foreign
exchange reserves, Libya has signed agreements for economic,
technical, commercial and scientific co-cperation with
Czechoslovakia, Poland, Rumania, Hungary, and the Soviet Union,
but little is known of their contents, Libya's chief trading
partner is still Italy followed, some way behind by the
Federal Republic of Germany, the United Kingdom, France and
Japan. These countries, and a number of others, are
contributing, through their exports, to Libya's unprecedented
economic activity.

II, PRESENT TRENDS

A, Political

25, The announcement that Mr. Brezhnev will at last visit
Cairo in January marks a significant change in Soviet tactics -
one which may open a new phase in the relations between the
two countries., Moscow wishes to avoid any further deterioration
in its relations with Egypt, which remain the focal point of
its penetration of the Mediterranean., This revised Moscow
approach well suits President Sadat's policy of seeking to
benefit from Soviet political support in the search for a
solution to the Middle East problem. Sadat has reiterated that
his aim is not to break with the Soviet Union but to put
relations on a more normal footing and to maintain more balance
in his relationship with the two super powers. However, the
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snub administered to Mr. Fahmi last July was no doubt intended
+to remind the Egyptians that they remain dependent on Soviet
goodwill, Cairo's dependence on Soviet military equipment,
particularly in terms of resupply, certainly limits the
Egyptians!' freedom of manoeuvre. Be this as it may, there is
no doubt that the Soviet-Egyptian relationship has lost its
privileged character and this has encouraged Moscow to deepen
its relationship with other Arab countries.

26. The Soviet Union has continued to use the supply of
arms as a choice method of promoting its interests in the area,
as can be seen from the size and quality of the deliveries to
Syria. The scale of Soviet supplies to Syria and Libya and their
withholding of similar supplies to Egypt has increased Egyptian
suspicions about Soviet policy towards them,

27. In the context of this same policy of reinsurance, in
pursuance of which it is seeking new footholds in the Middle
East, the USSR has decided to attach greater importance to the
Palestinian factor. The Kremlin has not, however, abandoned
the cautious stance it has consistently taken viz-a-viz the

Palestinians., In the official Communiqué on Arafat's visit to
Moscow, the Soviet Authorities merely ncte with satisfaction

the importance of the decisions taken at the Arab summits in
Algiers and Lahore, whereby the PLO was recognized as the sole
legitimate representative of the Arab people of Palestine,

i.e. without associating themselves with these decisiomns.
Finally, although in the same Communiqué Moscow acknowledges
that the Palestinians may legitimately strive for the attainment
of their national rights, it takes care to add that this must be
done in compliance with the Charter and decisions of the United
Nations. This attitude was not modififed on any point of
substance either after Mr. Fahmi's visit to Moscow or after the
United Nations debate on Palestine during which the Soviet Union
nonetheless voted for the two resolutions submitted. This would
lead one to think that it will be easier for the Soviet Union to
appear, .among the.major powers, .as the principal protector.of ..
the Lrab countries and the Palestinians.

28, The USSR has shown some concern over the inherent
conflict between its Arab policy and the applicability of the
policy of détente to the Mediterranean area, In a speech on
21st July, Mr. Brezhnev proposed that US/Soviet efforts to limit
strategic offensive weapons include an agreement to withdraw
US and Soviet nuclear equipped naval units from the Mediterranean.
Whilte—the nuclear—free—zone_concept appeared designed primparily

for propaganda purposes, its timing at ‘the height of the Cyprus
crisis also seemed to reflect Moscow's interest in avoiding a
new confrontation. The Soviet offer was repeatec by President
Podgorny on 8th September, : -
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29. Egypt and Israel are scrupulously implementing the
disengagement agreement along the front between the two
countries. Syria and Israel are also observing the
disengagement agreement along their mutual front, with the
exception of occasional discrepancies. Israel, Egypt and Syria
have the capability of resuming hostilities with I1ittle or no
warning, Unless there is early progress in negotiations towards
a just and lasting peace, the risk of another round of fighting
will increase, The new status of the PLO will have a bearing
on negotiations, The Soviet Union appears increasingly
dissatisfied at being relegated to a secondary position in the .
ngﬁotiating process and is seeking ways to play a more active
rdle.

B. Military

30, The continued presence of the SOVMEDRON at a constant
strength of some 55 ships forming a mixed force confirms the
impression in the previous report that the USSR thinks such a
force meets its peacetime requirements. In recent months, the
increase in southbound declarations under the Montreux
Convention, although not honoured, indicates quite clearly their
intention to reinforce the squadron at short notice whenever they
deem it to be in their interest to do so, and thus must be
expected in any crisis situation in the area,

31. The Soviet Union has an obvious interest in the
reopening of the Suez Canal in terms of augmenting its
flexibility in naval deployments. For example, the Canal would
give the Soviets, for the first time since 1967, the capability
for significantly and rapidly exchanging and reinforcing their
naval forces and supporting logistic ships between the
Mediterranean and the Indian Ocean. In view of the danger posed
by the closure of the Canal in a crisis, the Soviet Union will
no doubt wish to avoid the deployment of its units becoming
exclusively dependent on this waterway.

cC. Economic

32, The oil crisis and the accruing revenues have
strengthened the financial and economic position of the oil
producing countries in the Middle East, It is likely that a
proportion of increased oil revenues will be used for the
benefit of non-oil producing Arab countries. Those Arab
countries with higher absorption capacities will be able to
expand and diversify their economies notably through the
acquisition of advanced technology, machinery and ecuipment,
They will also be able to increase significantly their purchases
of military equipment.
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33, The sharp increase in o0il prices, together with the
rise in prices of most raw materials, has favoured the Soviet
Union which is a major producer and exporter. Eastern European.
countries, however, whose oil imports from the Middle East have
so far been marginal may become increasingly dependent on -
Middle East 0il as a result of growing Soviet internal consumption.
The Soviet Union thus benefits from improved terms of trade in its
commercial relations thereby increasing its ability to allocate
resources to defence,

34, By contrast, the constant increases in 0il prices which
may well continue in 1975 have placed a heavy burden on most of
the Allied countries and have indirectly put additional pressure
on their defence budgets. Western economies have proved to be
more highly wvulnerable to the 011 crisis than that of the
Soviet Union. A

I1T, CONCLUSIONS

35. The Sov1et attitude towards Egypt exemplifies how
flexible the USSR can be in its tactics when it encounters
difficulties in its relations with the Arab countries. This is
further evidence of Moscow's resolve to preserve and extend its
political, military and economic influence in the Mediterranean
area. At the Eolitical level, efforts should be made to encourage
the trend which 1s prompting various Arab countries to establish
closer relations with the Western world. At the military level,
the continuing Soviet presence and their efforts To mcdernize
their forces make it imperative for the Allied countries to take
appropriate measures to preserve the balance of forces., At the
economic level, the Allied countries should seek to expand
commercial and industrial co-operation and to encourage greater
interdependence between the Mediterranean Arab states and
themselves particularly with a view to lessening the impact of
high o0il prices on their economies,
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