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NICARAGUA-CUBA:

\93.

aecret \7 3

Reaction to US Ald Vote

The Sandinistas are welcoming the US Congrassional vote
against further lethal ald to the Nicaraguan Insurgents in a
cautious although uncompromising manner—a co rse of action
by Managua ihat Havana evidently supporta“ \o 32

Nicaraguan President Ortega yesterday acclaimed the defeat of the
ald bill and called or« Honduras to close rebel bases. Sandinista

- officials renewed calls for bifiteral negotlations with Washington gnd
calied on the Nicaraguan rebels to fay down thelr arms.ﬂ}s

he Sandinistas are probably tempering their response in
order to deny the US any pretext to renew lethal aid to the Insurgents.
Managua, however, [s llkely to Intensify calls for immediate on-site '
inspections In Honduras In anticipation of the Central American
Foreign Ministers' mesting Iater this monthh Guatemala to conslder
verification memod% 3




ISRAEL-LEBANON:  Fatah Infiltrators Ambush (sraclis '

) A pradawn attack yasterday by Palestinian cammendos was
folled by Israeli troaps inside northern Israel, but the deaths of
two Israell soldiers In the raid will insplire furt ‘est among
Palestinlans in the West Bank and Gaza smp.w ERACEN

: : Three Palestinian guerrillas—Iidentified as belonging to Fatah by the
! .. {sraeli military—crossed from Lebanon into northern Israel and killed
two members of an lgraell patrol before additional Israell forces killed

: : one and.wounded end captured a second. The third attacker -

: - . apparently slipped bagk into Lebanon, » : .o
L e o 3 ' _ :

The attack occurred near Menara, a settiement approximately 1 mile ’

from Israel's northern border, and marked the second time In recent

weeks that Palestinian gunmen have conducted an operation in this

area. The earlier cross-border raid, on 20 January, resuited in the

deaths of an Israeli soldier and all three members of the commando

squadufijifiie @3 - |

7 aaEEEmENThe latest rald wili ralse Palestinian morale and encourage
further unrest in the occupled territories. The recent israell {osses,
coupled with the six unavenged Israell deaths in the hang-glider
attack in November, wilt fan growing Israell domestic criticism of (e
milltary's performance along the border with Lebanon and in the
occupled territories. GNP > > :

ST

Con

The redeployment of elite Israeli infantry units from the border to the
occupled territories has obliged Israel’s client Army of South Lebanon
! to bear the brunt of the patrolling In the security zone while repelling
increased Hizballah attacks. The lsraell military has trled to improve
. ASL effectlveness by providing heavier, more rapid fire support from
“both artlllery and attack hellcopters, but inflitrations are likely to

) intensity in support of continuing disturbances in the occupled
: terrltorlesM 3,
-
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Mair Points of President Mubarak’'s Peace Initiative

— The partles concerned wauld halt all forms of violence and
. repression In the [sraeli-occlUpled territorles for six months.

— All settlement activitles in the territories would cease during -
this period. ' ?

— The political rights and other fundamental rights of the
Palestinian people living under the occupation would be
respected.

— The protection of the Palestinlan people would be guaranteed
through appropriate international measures.

— The parties would move toward convening an international
conference for peace in the Middle East with the aim of
reaching a comprehensive settiement that recognizes the
right of all countries of the reglon to live In peace and
that enables the Palestinlan people to exerclse their right to
self-determination.—— -
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ret \73

Reaction to Initiatives on Arab-lsraeli lssue -

Moscaw, apparently warried that US and Egyptian initiatives on
the Arab-lsreell dispute will ovartake its own recent call for an
{nternatianal conference, Is urging a high-level-US-Saviet
dielogue on the peace process. " \»3

\’) wShevardnadze's recent letter to the UN calling for Securlty
Councill deliberations on an international peace conference was met
with near universal acclalm in the Arab world, and Moscow probably
believes the USSR Is now percelved as the superpower most actively
involved In seeking a solution to the conflict. The sudden interest in
US-Sovlet talks probably arlses out of concern that the US Initiative
may preempt discussion of Soviet proposals and lead again to
separate negotiations without Sovlet participatiog, a possibility raised
in Soviet media treatment of the US praposals. “ >

The Soviets undoubtedly welcomad the call for an international
conference by Mubarak but were probably distressed that he
revealed his plan shortly before a vislit to the US—Implying

US-Egyptian coordinatjon and gffirming the importance of a US
role In negotiations. ) y 3 .
. -
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ITALY: Garia Governament in Trouble ) B ,

- The survival of Prime Minister Goria’s {ive-party coalitian is
Increasingly doubtful as opposition parties—jolned by defectars
from the governing alllance—continue to Jeal the goverament
seriex of defeats In secret vating on the budget blll. 2

Gorla said this week he would press ahead with efforts to get his 1988
budget through Parliament but that once the bill is passed he would
*‘provoke and promote a clarification’ to find out if his government
stiif enjQyed majority support."Meanwhile, members of the goveming
< . coalltion are beginning to snipe at each other in public. Saclalist
leader Craxi was quick to blame the turbulence on defectors front ™~
Gorla's own Christian Democratic Party. The tiny Liberal Party, which  __
created a minicrisis in November by temporarily pulling out of the
overnment, called for an immediate summit of the coalition partners.

S~ | | ,
Opposition to the budget bill from the Communists and the Radical
Party, as well as from disgruntled govarnment members, has forced
Goria to a series of open contidence votes over the past two weeks In
order %o push key spending and tax measures through Parllament.
The entire budget will be put to a secret vote today. It the budget bill

passes in the lower Chamber of Deputies, it wiil need to go back to .
the Senate for debate because of the number of changes. - 59 =

\7 3 iRy Both Craxi and Christian Democratic Party leader DeMita
seem to prefer to avold a crisis now because neither yet feels strong
enough politically to bid for the prime-ministership. The chance of a
miscalculation Is growing, however, as the difficulties in passing the
budget bill point up discontent In the governing coalition and aa
ero‘slor‘i’éfﬁﬁd?ﬂisclpline.' =

* DeMita appears to be under slege In his own party. Some Christian
Democrats would like to see him step down as party leader and
probably view an early government crisls as an opportunity to move

¥ ~ DeMita Into the prime-ministership while oBaing up the top party
A post before the Christian Democratic congress in April. Craxi Is
Eae raising the possibllity of a new election it the government falls, but he

. probably would be content to allow the Christian Democrats to head a

. new government and bea{;the brunt of criticism over economic policy.
‘M_ e V5 ' '
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ARAB STATES: Reaction to US Veto of UN Resolution

Editorials_ throughout the Arab world predictably have expressed
outrage over the US veto on Monday of the UN Security Council
resolution on the violence in the occupied territories. The media in

".moderate Arab states have called the veto unjustifiable, clalining

it encourages tsraell repression and contradicts US human rights
policies. Some predicted a change in the Arab moderates’ position
‘interests )

v3 %The US condemnation of Israel in the UN Security Councli
vote on S January probably heightened expectations in many Arab

states that the US would support the latest resolution. Arab
governments are allowing thelr controlled press to express hostility

toward the veto to lessen the prospects of demonstrations or
disturbances.m | Zs) '
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In Brief : , \7 ¢

Middle East — lraqi opposmonlst radio station Voice of iraq resumed
: broadcasting from Damascu$ dn Wednesday . . . foilows
resumption of Iraql media attacks against Syrla .. reflects
eroding prospects for Syrian-lraqi reconclllatlom_

2 _\73

(2

, |
Americas — China, Uruguay signed communique establishing diplomatic
 relations Wednesday . .. increases Taiwan's diplomatic lsolatlon,
leaving Paraguay only South Amerlcan nation recognizing it .
Taipel likely to cut aid but not trade. 3
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USSR: Grain Imports

!

Million metric tons » . . e

60

Other

‘United States

0 1983/84 1984/85  1985/86 1986/87 Jut- o
1987

+«Data based on marketing year ending in Junc. laciudes wheat, ba'r!cy. rye, corn, outs, and
sorghum. “Other™ includes European Community, Canada, Argentina, Australia, Eastern
Europe, and China. .




Special Analysis P

USSR:

Soviets To Remain Largest Grain Importers -

Despite above-average graln harvests In 1986 and 1987—more
than 270 million tons each year—the USSR will prabably buy
25-30 miltlion tons of graln, (ncluding 16-20 miliion tons of wheat,
during the July 1987-~June 1988 marketing year. Moscow has
already purchased 18.1 mliilion tons of graln; it will probably want
an additional 3-7 miillon tons of wheat and as much &s 5§ million
tons of cearse grain during the second half of the marketing year.

Since 1a%t June, the USSR has bought a record 8.1 million tons \7 3
of US wheat under the Export Enhancement Program o -

Soviet wheat purchases vmil confinue to be mostly milling quality

to offset the damage 10 its domestic crop by unusually wet weather.
Moscow could obtain a maximum of 3-4 million tons of milting-quality
wheat; any more would have to come from the US » \> 3

Prices will determine how much is actually purchased and from whom.
if prices are not favorable, Moscow may postpone purchases and
draw on stocks until the new grailn crop is available this summer. The

.US offer last Friday of ariother 2 million tons of US wheat willl probably

require a subsldy of $45 to $50 per ton to attract Scviet business. The
E£C has subsidized grain sold to the USSR at about $150 per ton, but
an EC officlal recently claimed that budget constraints wili limit further

subsidies. W \2 O

The current US-Soviet Long-Term Grain Agreement expires on

30 September, and Soviet officlals have indicated a wiilingness to
discuss a third agreement. Negotiating, however, will probably be
much more difficult than previously. The USSR's optimism about Its
future harvests and increased competitiveness arnong grains

'

exporters in recent years have caused Moscow to questicn the need

for such agreements. And Moscow perceives that it has leverage
because of the US desire for a new agreement, especially in an
election year. \T 2 .,

[}
nego ate a new LTA, but one with more favorable terms for them.
Moscow probabiy will push for minimum purchase lower than the
8-9 million tons In the current agreement, a more flexible mix than
the current 4 milllon tons of wheat and 4 million tons of corn, and
an explicit US commitment to prices competitive with those of other

exporters. Mosc’ow might also try to link future purchases of US grai \7
to Improved access to US markets in general. w F
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