. a&tanhad i the Seventh Report on the Economic Offensive
no-Soviet Bloc, ‘¢covering the period from 1st January, 1961

,» 1961, This report has been prepared by the Economice

the basis of informnation provided by delegations.

sidered in the Suv~Commitiee on Soviet Economic

' “;‘; been taken of comments made and amendments

?he report 13 now aubmittad for

’ deaeription,af ‘the main developﬂﬁnta of the
"ﬂtfena‘vz and ralavant statiatica,_

o ¥. ring diacuauians an.the report 1n ‘the Sub-Committee,
"aaveral delegations expressed the wish that cansideration should
be given to ways and means of making positive use of these halfl-
yearly reports with m:view fo countering the Sino-Bovizt economic
offenaive. - It wan agreed that thie poliey question should be
examined directly by the Committee of Economic Advisers. Some
delegations alsc suggested that 1t might be desirable to submit

a summary report to the Council at Hiniaterial level.

 (Signea} " A VINCENT

OTAN/NATO,
Paris, XVlia,
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The econori~ offensive appears as one of the most
important means used by the Sino-Soviet bloc in ite overall
sirategy to enhance its influence in the less-developed areaa

of the free world., 1t has made further progress during the first
half of 1961 in aid and trade. Extension of financlal aid,
implementation of economic and technical assistance programmes,
promotion of .rade and provision of military equipment, remain

the principal means by which bloc countries seek to extend

their influence in whet they conpider the weakest apots of
the free world,

I. ECONOMIC A'
(a) Creditg extended

2. Durirg the six monthe' period under review, at leant
BLBL,7 million credita and grants have been extended by the
bloc, bringing the total of economic credits and grants pledged
by the bloc since Januory 1954 to about #L billion. Despite
the relatively low levels of eredits extended during the first
aix months of 1961, 1t nevertheleas appesrs likely that the
1961 total of new eccnomic credits and grants will be very close
to the 1960 record figure of #1.2 billion. Six-monthly totals
of new credite and grants extended during the last two years

1959 1960 1961
First half | econd half | Pirat half{ Second helf | First half
316 578 727 L93 L85
) ~-- _m&tmm

3+  The mont recent pdditions to the list of countries
accepting economic aid from the Sino-~3ocviet bloc are of a mAlze
in which ever small amounts can have a considerable economic and
political imy :t. For instance, KHali, which received 856.9 million
in credits his a populstion of only 4.1 million inhabitanta(2),
8o that the newly-extended credits repregent about ALl per head;
the Somali Repudblic, which received £57.9 million, has a population
of 1.9 million inhabitants{2), and the new bloc credits represent
B30 per head. These amounts are all the more impressive if com~-
pared with the extremely low per capite Income in thoae countries.

(1) See Sixth Report C-M{61)68, dated 18th July, 1961,

(2) 1960 -~ "Konthly Bulletin of Statistics = United Nutiona."
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The importance of taking account of the size and population of
the recipient country is clesrly demonstrated by a comparison

with India, where the total bloc oredits extended by mid-1961

reached about Z940 million, the largeat smount extended so far
by the bloe to a amingle country, but representing only 2 per

inhabitant, or about 0.3% of India's national income,

(v) Drewinsms

- o Sino-Boviet bloc economic aid, which wan started in
1954, has now ontercd a stage of more intenslve implementation,
making usc of the considerable backlog of outstanding credits
and grants thai had accumulated over the years. Out of a total
of about #3.6 billion economic credits and grants extonded, not
more than 8725 million had nctually been drawn by the end of 1960.
During the first gix months of 1961 the rate of drawings was
considerably stepped up: £150 million againat $185 million for
the whole of 1960, By the end of June 1561 some 8875 million
had been drawn from a total of slightly more than #4 billion so
far extended. ' It can rcaaonably be expected that during 1961,
as a whole for the first time more than 300 million of economic
aid will be mctuslly drawn. This would mean an inerease of more
than 508 over the higheat annual drawings pc far recordeds Chart
I, paegc 15, nhowe the economic credits and grants cxtended during

. each ysar, and also the yearly drawings from accumulatcd creditas
and granta,

5« Although s conalderable backlog of loans extended at
earlier detes had so far not been utilised, a number of additional
new credites have been extended .o certain of theme samce countrics
to cover additional now projectas Most of the new grants and
eredits were, however, extended te countries rccently opencd up
to Siro-3ovict ceonomle cnointonee {Cubn, Guinceu, Ghans) or
~eecpting sueh nasistoned for the firet time (Nell, Pokiston,
Somall Republic).

(e) Typecs of projects covered by bloe aild

6. The bloc continues to extend aid mainly for the expanalon
of industry, for multipurpose projccta auch as flocd control,
irrigation, land reclamation and hydro-electric pewer, snd, to
a lesper oxtent, for rail and road construction, mineral survoys
and exploitation, and technical assistance in various ficlda.

7. During rccent months, however, the Soviet bloc has
devoted spcelal attention to eivil aviation and has intensified
its air-linke with underdeveloped countries. The establishment
and opcration of national sirlines with bloc assistance, and the
delivery of aircral't by the bloc to various undcrdeveloped
countrieas of the free world sre additional evidence of the

- particular interent of the bloc in this ficld.

=
—
-
oy
-
==
-
=¥
=
et
foe
&
€3
-
Z,
e
-
N
Ju
. H
.
=
o
m
L
S
B
L=
=
=
-
)
-]
]
-
)
=
e
2 |
-
-~
e
=
a
]
|
e
jo—
e 2}
Z
o
o
[£3
=

NATO CONFIDENTIAL -l




(-]
=
-
]
-
v

=W

RE:

DECLASSIFIED « PUBLIC DISCLOSURE /

6o The exploration for and development of oil resources in
underdeveloped countries remaing a favourite asector for bloc
competition with the West,

(a) p.of bloc financial assistance

9. The eredits extended during the period under review were
ranted under the general lines of previous practice: long-term
usually 12 years), low-interest {generally 23%%) or even interest-

free lcang {as in the case of loans from Communist China).

10, Only- ln & few cases has the UBBR entered into specirfie
arrangements for ropayment of these oredita by the export of
indigenous products, but in practice there ia nothing to stop large
quantities of indigencus products being used to repay Soviet credits,
sven if 1t has not been pre-arranged. In most cases the undsp-
dsveloped countries make repayment by crediting a special account
with aums in local currency; the resulting balance, although often
theoretically convertible, can be used by the USSR to buy local
products, if she 8o wishes, and from information so far available,
it scoms that the Boviet government would regard this as the normsl
method of finally liquidating the debt. There are exceptiens,
however, notably Irag{l). This practice leads to large quantitles
of indigenous product being diverted spasmodically from the tradi-
tional markets to repay Soviet cr-dits., ' While this may do no more
than abeordh surplus production in certain cases, the aexperience of
Egypt and perhaps also Indonesla suggests that the risk remains that
the Soviet asalstance programme will result in leass~develcped
country exports of goods that might well have been sold to free
market buyers, thus tending, over a periocd of time, to induce
dependence of these countries on bloe trade. The problem to be
faced is one of some conseguence aince the possibility of repayment
through exports of indigenous products is making Sovict credits
oapecially attractive to poor countries.

11, For the firet time, the Soviet authorities have openly
admitted that the extenaion of financisl sssiatance might, in cer-
tain circumstances, be directly reletcd to the political attit?de of
the recipient country{2)s, It has been reported that the USSR's
Ambassador in Pskistan, on the occesion of the extension of a credit
of f30 million for petroleum exploration to that country, stated
thet larger amounts of financisl aid could be rendily made availsadle
to Pakiastan if that country pursued a policy of non-alignment.

Thies declaration has provoked strong rcactions in that country.

(1) Sec AC/E9-WP/83

(2) 1Inside the Communist camp, however, past expericnce has shown
that the Soviet Union does make use of finsncial sssistance
extended an a means of exerting pressure on the political atti-
tude of the recipient country. The USSR suspended cconomie
development aid unilaterslly to Yugoslavia in 1558, and, more
recently, the asame has happensd to Albania. According tc gome
reports, similar prcosure has been used, although in @ much
more disercet way, against Iran (CENTC) and Thailand (SEATO).

-5 NATO CONFIDENTIAL



(e)
12.

pconomioc ald among the 8ino~Saviot countriesa:

8ino-Soviet bloc aid by donor sountry

The following table shows the diptribution of blee

ECONONIC ABSISTANCE TQ THE COUNTRIES OF THE TREE WORLD QUTSIDE EUROPE

=
o
-
oy
-
==
-
(=5
E: RELATIVE SHARE OF THE SINQ-SOVIET COUNTRIES IN THE EXTENSION OF BLOC
-’

SCLOSUR:

13.
|
=
;Eﬁ Indonesia
]
-

Boviet sid.

| % of each donor sountry in the total amount extended E:::id:§°?;;m
Gggﬁzr “From I T 50 in 1960 Trom 1 I G |From 1 L 56 J1 I 5% to 30 V
g i to 31 XII 59 to 30 ¥I 61 |to 30 VI 61 |61 4n miil,Us
“Yussr 99 69 48 24, 2,971
WoEuropean
satellites 15 19 28 17 675
1
FACommuni.st _ o
China 6 12 24 9 37k
TOTAL 100 100 100 100 4,020
ATotal amount
extended in
million US § 2,315 1,220 L8S 4,020

The importance of Cemmunist China as a source of ald

and Nepale

in concentrated on five Asnian countries:

ccontinued to show & tendency to ineresge during the poriod under
 review, mainly due to the lapge credit extended to Burma. .
Communist China had extended by mid-1961 about #8375 million credits
and grantg to free world countries. The bulk of this Chincee aid
Burma, Cambodia, Ceylon,
In Burms, Cambodia and Nepal, Communist
Chinese assistance has now largely excceded econemic aild provided
A by the USSR, and in Ceylon Communint Chinese aid nearly eguals
Cuteide the Sout-~East Asian arca, where Communiat

P« Chinese cconomic assistence is apparently cxtended to governments
which are accepting large-scale free world aid, economic ald by
a Communizt China has generally been concentrated on a fow sclected
= countrics which have already strong econcmic tics with the bloct

|

A2 2l

={1) B
Q( ) this

= in Latin America - Cuba;
7 Eaat - the Yemen(l).

BAZQ CONFIDENTIAL

in Africa - Guinesa;

e o B A A DA A A e i g al AR w R

the end of September 1961, Gh
liat

S W ARG AT A

ana and Mali were added to
-

and in the Middle
The entablishment in Peking in carly May
“U2'1961 of a bureau for cconomic rolations with foreign countries,

3 which will presumably administer fereign aid and technical
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ansistonce programmes along the lines asimilar to those already
uacd by the Joviet State Committee for Forcign Relations, seems
to indicate that Communist China is envisaging the extenaion of
ecenomic asslstance as a permanent part of her foreign policy.

14+ The role played by the Buropean satellitea in bloo
economic assimstance has also increased since 1960.- By the
middle of 1961, the shere of the Buropean sasteollites in overall
bloc financial assistence waa proportionally higher in the case
of the Af'rican countries than in any o¢ther part of the world.
C“ome of the newly-independent African countries seem to be more
reeeptive to aid coming from European satellites (enpecially
Czechoslovakia) than from the Soviet Union, snd the former have
often acted as the spearhesd of the bloc economie offensive in
Africa, Thie method had already been uased earlicr (and has
continued to be used) in the ponetration efforts directed towards
Latin American countries.

15, In order to lmprove the co-ordination of the bloc
economic aid programmes, a special bureau hap beon sot up in
Indla charged with the co-ordination of thg wvarious Soviet bloc
agalstance programmes to be implemented under India's Third
Five~-Yoar Plan. The new procedure should profit both the donor
and the reelpicnt countries. “his may be further evidence that
the bloc is constantly trying to improve its framework for
economic penetration in the underdeveloped countries of the
free world. The previous rcport has drawn atiention to this
particular point(l?.

II1.

16. As at 30th June, 1961 about El.2 billion worth of militury
equipment had heen delivered under some form of aid: credits,
rants or discounts. This may be compared with approximately
3675 miliion total drawings by mid~1961 of the total bloc credits
and grants extended for gconomle purposcs.

17. The only new military aid sgreement that was slgned
during the period under reviow was beiween Czechoslovakia and
Mall for an undiscloscd amcunt, but arma shipments to Indonesia
and Cuba continued oft a large scale during the first slx monthe
of 1961, A protoc¢ol signed in June 1961 added another 875% million
ercdit to thec military aid sgreement of 8250 million concluded in
Deceember 1960 between the USSR and Indonesia. The apparent diecord
between ihe UAR and the USSR had not affectcd further arne
deliveriea.

2 S
(" R

(1) Sece C-M(61)68, paragraph 15
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18. In Afrioca part of the sales and delliveries of weapons
were probably destined for goveornments of third countries, or for
dissldent groupa Cighting in varlous areas of the african continent.
Here agein, by world standarde the amounts of military equipmcnt
delivered may be rather small, but they have politically and militarily
more importance than would appear from the arounts oxtended in
vicw of the size of the benelficisries and their involvement in
African affaire,

19, By mid=-1961, the bloc had entered ihto agrecementa to
provide ten underdeveloped countrics with about ®2 bBillion worth
of military supplies and equipment. The principal bencficlaries
are Indonesia, the VAR, Iraq and Afghanistan; when the downpayments
arc dcducted from the value of the supplies and cquipment, the
amount of [insneial ald extended by the dbloc since September 1955
totaloc about BLl.8 billion, Financlal aid in the form of granta
and discounta represente about 80,5 billion, and aid in the form
of crcdits amounts to approximately Z1.3 billion. At the end of
Juric 1961, all but sbout B600C million worth of military items had
been delivercde The following table gives a country breakdown of
military grante and credits extended up to mid-1961.

{million US £&)

Country | Amount
1, Indonesla 580
2y UAR o 0o - LBO
3. Ira§ - o 188
ks Cuba : . Lo - 50
5. Afghanistan ) h 38
6 Yemen - ‘ 17
7. Guines ‘ 1 - 5
Ba Moroeco L
9« Sudan less than 1
10, Mali ? .
o TOTAL ) {;;;;~:-£:360
b e s 11T PR TR T SR RS PETR I EE T I PTERAA T
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111, TECHN 33TSTANCE

e The spectacular incrsease in the number of bloec tech=
nicinng in the underdevelopsd countries is yet mnother illuatra-
tion of tha increased rete of implementation of the esconomlc
aid programmes. The number of bloc economic and military techni-
clans present in the underdeveloped countries for a period of onc
month or more, and axcluding personnel engagad solely in commer~ial
activities, reached a record figure of 9,585 during the firat six
montha of 1961. This represents an increase of 1,885 over the

comparsble figuprc at the end of 1960, or 24% over the previous
elx monthas' period, '

(s) Civiiimn technicians(1)

<l This inerease is cven more rapld if civilian porsonnel
only are consldereds At the end of 1960 they nuwnbersd about
6,440, and by mid-1961 8,155, Although the pattern of thelr
distribution according to origin has not been altercd (about
two-tnirds come from the USSR, one-sixth from the Eurcpean
satellite countrics, and one-sixth from China), thclr geogranhical
distribution shows that the bulk of thae exparts from the
Furcpean satellites 19 oceupiod in Africa, where thelr numbers
by mid=1961 equalled that of technicians from the Soviot Union.
The Soviet experts are at woprk in eighteen countries, where thay
are gonerally grouped in numbers exceeding 100. Technicians
Trom the patellite countri=e are much more thinly spread cver
twenty-one countries, while Communlist Chinese exports and
labourers apre at work in only five eountries: 1,000 in the Yemen,
200 in Cambodia, 150 in Guinea, 15 in Nepal and 10 in Ceylon.

(b) Military sdvisers

<7 With the resumption of large-scale military ald agrec-
ments during the second helf of 1960, the number of milltary
advisers started tc rise again. During the first half of 1961,
1,530 bloe military poersonnel were reportzsd te be at work in
underdevelopad countries. There has been a sudbstantial decreass
in the number of military technieians in the UAR, but this wae
more than offeet by inereases in Cuba, Indonoeia and Iraq, and
by thz arrival in Morocco of LO 3oviet technicians to assemble
MIG sircraft. o ‘

(c) Sgholarships and training in Ploc countries

2% Prosrammes for treining nationals of underdeveloped
countrics of the fres world in military, academic and teqhnicaﬁ
ficlds were started by the Sino=8oviet bloc at the beglinning ot
1955 for military personncl and in early 1956 for academic and

DECLASSIFIED --PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE
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(1) See Chart II, rroe 4. 0t 't-»i. TTI =
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technieal students and trainees. By mid=1961 the cumulative total
of nationals of underdeveloped countries who had completed, or
were pursuing, studies in bloe countries had reached 14,74%; of
thig total there were 5,270 military trainees, 4,915 academic
students and 4,560 technical studentg. This represents an ovyerall
inorease during the first half of 1961 of over 25% as compared
with the total reached by the end of 1960,

e Military personnel came from eight underdeveloped countrica,
of which Indoriesaia !I,?Iﬁ!. Egypt (1,45%), Afghanistan {(710) and
Byria (630) providcd the largest numbers. Iraq, Cuba, Guines and
the Yemen sent the rest. More than half of thig total went to
Euiapaan satellite countries, and the rest (L7%) to the foviet
Union. :

? . cafdom gtudents tvainéd in the bloa came from 38
diff2rent underdeveioped countriea of the free world outslde

Burorz. Iraq {(1,070), the UAR (1,030}, Indonesia (550), Guinea (LOO),
Cuba (795) and Ghana 6915) have sent the largest numbers. Sixteen
Latin American and twelve African countries have been gending
nationals for academic training in bloe countries. The bulk of
scademie training has so far bveen provided by the Soviet Union

and, to a lesger cxtent, by Burdpean satellite counterles., Com-
munist China providea only a negligiblie number of academic
gcholarahips.

¢ A total of fourteén countries are making use of the

technical train facilities provided by the Soviet bloc.

mid- technical training had besn extended mainly to
Indian (1,170), Cuban (1.01402 UaAR (800) and Iragi (540) nationals.
The USSR plays host to most éh%) of the technical studcnts;
Burcpean satellites accounting for 24% and Communist China for
124 of the totals The bulk of the rccent inercase in the number
of technical trainces came from Cuba, and by mid-1361 it wsa
reported that Ghena was considering sending some 3,000 students
for technicml training to the Bloc, .

V.  IRADE
(a) Main trends

27+ ‘The trade of underdevelopsd countries with the bloc
hae been expanding at a much 1 the inc :
countrice of the free world. As & consequence, the bloc share in
the world trade of the underdeveloped countrics reached 8% in
1960, os compared with 7% in 1959, and not more than 3% in 195L.
Total bloc trade with the underdeveloped courtriss in 1960 reached
the record figure of #2,717 million, represcnting a 20% increase
over the 1959 figure, and more than three times the 1954 value
of this trnde(l). Prom the information so far available for the
year 1961, it would ajpesr that the rate of increase above the
1960 level will probably be maintained.

(1) Bee Chart III, -~r=e 19
RATO COUR L Yo
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Jte  The bloc exports and importe expanded at about the
same rate and the increase resulted rather from the growth in
volume of commodities exchanged than from price or seascnal
fluctuations. The USSR, the Furopean satellites and Communist
China participated equally in the ratc¢ of increase., The
European satcllites' share in the total bloc trade continues
to reprcscnt almost one~half, that of the USSR more than
one-=third and that of Communist Chins about one-sixth of the total
bloc trade with the under-developed countries.

(b) Recent developments

2V« The pace of bloc trade with the underdeveloped
countries acgoelerated tiroughout 1960 and during the second
hall of the yedr the rete of inereage reached a figure 25%
above that for the same periocd of the previous year. This
increase resulted mainly from the reorientation of Cuban trade
and from the rapid growth of bloc trade with a few African
countries, amonget w..ich Guines, Ghana and Sudan played leading
rBles. In Asia, dloc trade remainsd almost stable as compared
with 1959. Bome increasea for Ceylon, Indonesia, Cambodia,
Burma and Pakistan were largely offset by a reduction in bloe
rubber purchasce from Malaya. In the Middle East the slower
rate of inecrease was mainly due to the faset that bloc trade
with Egypt, which plays a major part, 4id not follow the genceral
trend.

30. The follcwing table indicates the fluctuations in bloc
trade with underdevelopéd countries in 1960 as compared with
1959

Index of chan%a bg area in bloc trade with underdeveloped
- e¢ountrien, aged on trade in current prices

. ‘ 1959 = 100
Arca — Total Trade  Bloc BXports  Bloc imports
ALl areas: 120 .. 115 120
Middle East 106 - 99 124
Africa S ¥ & 160 196
Aeia 102 110 96
Latin America 193 200 186

o

31, By the middle of 1961, 220 commercial agreements
were in effecet between the bloe and the underdeveloped countries,
which represents an increase of 16 over the number of agreements
valid at the beginning of the year. Most of the new agreements

"were with African and Latin American countries. Mali, the Somali

Republic and Togo signed trade agreements with the USSR, and

-3 1 NATO CONKIDENTIAL
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Brazil, Cuba, Ghana, Sudan, Burma and Ceylon with the European
aatellites, Countries outside Europe which during 1960 conducted
more than 10% of their total trade with the bloc are shown below:

UAR - Egypt ' L5 25
Guineca 23 Ly
Afghenistan | 30 | 30
Cuba | 22 19
UAR - Byrie 23 9
Coambodia 10 15
Indonceein 9 15
Sudan | 15 9

32. It appears clear from the data summarised in previous
poragraphs that the economic offensive of the Sino-3oviet bloec in
less-developed countries of the free world 1s being pursued with
increascd vigour and is becoming more widespread. The fact that
the rate of granting new credits for economic purposes had declined
during the firet half of 1961 should not be misinterpreted; it scems
likely that the 1961 year total will nearly reach the 1960 annual
figure. In any case, present lines of credit are more than suffic-
ient to allow an increase in actual dreswings in the years to come.
iIn fact, such an increase is already teking place, and probably with
it Sino-Soviet influence in economic affairs in those countries is
more atrongly felt, Hilitary assistance in various forms renains
at a high level and it acems worth emphasising that, if goods and
services actually delivered under the leocans and grants so far
extended by the bloe are considered, Sino-8oviet aid for military
purposes has signilficantly exceeded aid for economic development.

At the same time, the number of bloc technicisns in less-developed
countries and the number of traineeg of theane countries In the Sino-
Sovict bloc are increasing. Sc ia trade between the bloc and the
verious devcloping areasa of the free world.

33. No new feature appeara in the technigue of the Soviet
cconomic offenmsive, The commonest device remaine fairly long-term
loans (12 years) at low intecrest rates (23%). Repayment of impcrtis
in local products had also a great attraction for less-developed
countriesn, The various members of the Sino-Soviet bloc continue
to provide asBistance to and enlarge their trade relations with
these countries. The part played by the satellites of the USSR
in the offensive continues to grow; so does that of Communist
China. There are indications tliat bloc countries are making
further efforts to co-ordinste better their action in this field.

NATQ CONFIDENTIAL 12~
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In this regpeet politicel divergencies between Communist

China and the rest of the bloe have se far hzd no visible
repercussions, :

e AB to the geographical distribution(l) of the Soviet
«fforts in the Tirst half of 1961 the offeneive has been directed
mairly towards the hnew African sitates and Latin Amcrica, where
Cuba has been reinforced ag a basis for further penetratior in
that area. No major new developments are to be reported from
Asla and the Middle East where the ©tloe has been mainly concecrned
with the consoliidation of earlier gainag. (uba now appears
heavily dependent upon Sino-Soviet sources, having received
£357 million of long-term cconomic loans (#52.5 per head) and
condqueting nesrly three-guarters of her trade with the bloc.

In Afriea, Guinea remains the fevourlite fisld of influence of
Communigt countries. ¥ali and the Somali Re.ublic are the most
recent additions to the list of {ree world countries sccepting
bloc economic asaistance and Mali has alsormcacpted major atd
from Czechoslovakia.

CHART I Sino~8ovict btloc credits and grants extended to and
drawn by undsrdeveloped countries of the free world
year by year from 1954 to 1960 and 1961 estimates.

CHART II: 8ino-8oviet bloc technieal assistance, Number of
bloc personnel {experts, technicians end labourers)
in free world underdeveloped countries outslde
Europe during six-month pariods from 1956 to
30th Junes, 1961,

CHART III: Sino~B8oviet bloc trade with the underdeveloped
countpies of the free world, 1954 to 1960.

L B B B BB B B B N A B B NI

TABLE I: 3ino~Boviet ¢conomic credits and grants cxtended
to underdeveloped socuntries - lst Tanuary to
30th June, 1961.

TABLE II: Sino-Soviet cconomic aredits 2nd grants extended
to and drawn by underdeveloped countries of the
free world; recapitdative totals - lst January,
195“ to 30th June' 1961.

TABLE I1I: Bloc ecnnomic technicians in underdeveloped
countries (Janusry - June 1961),.

TABLF _IV: - Trade of seleetadunderdeveloped countries with the
Sigo;Soviet bloce Exports to the bloe (1958 - 1959 -
1960)a

IABLE V: Trade of selected underdevelopsd countriea with the

Sinc-8ovict bLloc.
Imports from the bloc (1958 =« 1959 = 1960).
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(1) Bee detailed analysis by country at Anncx
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CHART |
SINO-SOVIET BLOC ECONOMIC CREDITS AND GRANTS

extended to ond drown by underdeveloped countrias of the free World year by veor frem 1954 1i11 1940
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CHART o

$INO-SOVIET BLOC TECHNICAL ASSISTANCE

Bloc personnel (Technicians, Exports and Labowers) in underdevaiopsd countrios of the hee World outside Ewope (1)

15,000 T g !
|
14,000 ’ " !

13,000 1

Civilion Persoanol !

12,000
Militery Porsonnel

10,000 1 | | 9,685

11,000 |

9,000 1

8,000 - ’ 7,800

i ; 6,430
6,060

6,000 1 8,155

| 3,880
4,000 | i 3,628 wats | 470

3,000

2,320 -
. 2,525 2,680

f {/ w %%/ / % Lo

958 1959 1960

2,000 -

1,000 |

(1) Minimum wstimotes of bloc personne! in uaderdevoioped countrios for @ poriod of ot least one month excivding
personne! salely ongaged in rade prawotion.on ¢ & moms My basis.
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CHART i

SINO-SOVIET BLOC TRADE WITH THE UNDERDEVELOPED COUNTRIES OF THE FREE WORLD

Mitlion U.5. §
3,000 . ——
| ! | !
Total trade .
- - - Bloc imports from selected less-developod covntries
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7000
1,764.7
1,500 |
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b - o /
1,000 . P c
. -
870.5 =
/" - -
PP ot
500 . . - -
[ -
0
1954 1955 1956 1957 1958 1959 1940

Figwes far 196) not aveilebla.
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BLIQUE

{1 st Jnnuuxy - 30th June 1361)
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B a Apount in million US $ !
&5 o Purposo :
|-~ Lountry Totsl . Amou.nt by Donor Country }
§ s }
Biddlo Eact L ;
t
E 12.2 Csechoslevakie | Pewor gonerating equipﬂmt?
7 UAR (Baypt) 17.9 5.7 East Gemmany !Municipal Public works ’
= ‘ -
Ea 17.9
m W ] »
T :
Sifrica |
b; 14,0  Cgochoslavakla | Industrisl oquipment
E 7.0 Hungary Boconomie Development
= Ghone 35.0 14.0 Peland RBoonomic Develepmant
2 ‘ ' §
5 Guinen 6.0 6.0 USSR lgrent) {Hsapital 3
'héﬁ L4 USSR Economic Devolopment ,
o Hodd 56,9 12,5 Czoshoslovakin |Boonomic Development '
i . —-c’
€3] 52,35 USSR Econcmic Develcpment !
Eg 4.2 Csechoslevukie |Economic Dovolopmont s
% Somall Ropublio 57.9 | 144 * f(grant) |Technical School
] .
gmm 155.8 i R
-
_Eﬁ Burma 84,0 8,.0 Communist ChinalZecntmic Dovelopment
] - 1
= 08 feamater Ceflemiin gl
R -" Indonesia ©EG,0 5,0 Sulgrria et
o Pakistan 30,0 30.0 USSR Potreloun Exploratien ‘
= ' |
EM TR T T l‘}g.O i;
Y| ¥
e |
Yatdn Amorieq 100.0 USSR Niekel industry i
d Cuba 142.0 12,0 Poland Eeonomic Developmernt t
g otn) Lotin Ameprte 112,0 %
! T
GRAND TOTAL sesus i, 7 | :
"“"‘Pﬂ—:'-ﬂﬂsw:—--c—:wlwa-u-z-z—n-unz—:n s—:—:—a-s—m—a:—:-m—#lﬂ-ﬁw——z--uz-ur--~—- o G T
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gg-g-:n:—:-:»:- - =-==—a-h-:--a—c-ar-maa-:-::-Mounw-nm-z-E-;-:-‘-:--_'wz-s-—:-:-i'-ﬂ- T e 2= S
) Area cnd Country -1 uvssa f“""l Pﬁ?i‘ (b C“m‘"“‘m I * | Total bloc!
IDDLE EAST ol 4335 ! a0 t 1,000 2,775 |
M v e — - . et e v 4 e A A s §
1. Iran : 0 _ 70, - 0 70 '
2., Iraq 320 160 ] 0 : 4Bo
i 3. Bgypt 4 500 130 -0 630
Ly Syria ' 365 50 ) 415
5. Yomen . 150 30 f 1,000 (o) 1,180
| - S ~ y
'@WRIGA 45 Ths 150 1,640
Ethiopia 100 20 0 120 |
Ghona 200 5 | 0 205 |
Guinea 430 620 150 1,200 )
#ald ' ) L5 0 45
. Uoreceo - 5 0 0 5
Somali Republie ‘ 8 5 0 2
Tunisin T . 10 50 0 60
| 2,605 106 . 268 3,170
Afghonistan - ' 1,775 (o) 135 0 1,910
Burma | HETY 5 0 25 |
Cambedin ‘ 50 20 240 340
Coylon ' 25 40 10 43
Indin . 580 60 0 64,0
Indonesin .- 110 70 0 180
Nepal - 40 0 15 55
Pniistan : 0 5 . 0 5
SATIN AMERTCA | . 425 . 45 0 570
1. Argentina 0 50 0 50
Brazil 0 10 0 10
Chile 0 5 0 5
Cubo 420 80 0 500
Ecuader 5 0 0 5
TOTAL eoevvvens 5,110 i 1,630 1,415 8,155
T ot e I 2 et e I 2 e e S o R T 0 e 3 e 0 e I 5 2 P e I e X e D e T e T e e Sl v T D o e e

() Minimum estimates of per.onnel present for o peried of one month or moro. Persennsl
engngod solely in commercial or military aotivities are exoludod. Numbers rro rounded
to the nearest five,

b) Including : Bulgarla, Csechoslevakic, Bost Germeny, Hungary, Poland and Rountnic.
__{e¢) Including technicians end labourers, B
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TABLE II

SINO-SOVIET ECONOMIC CREDITS AND GHA&TS EXTENDED TO AND DRAWN BY
UNDERDEVELOPED COUNTRIES OF THE FREE WORLD

{lst January, 1954 - 30th June, 1961)

Recapitulative totala

(in miilion UB ¥)

f
Economic credits and
grants extcended(a) Drawinge (a)

TOTAL 4,131 875
MIDDLE EAST 1;067 : 258

Iran 6 I3 )
Iraq 216 14
Egypt 622 136
Byria 179 75
Yemen Ly 27
AFRICA 435 31
Ethiopia 114 b
Ghana 85 16
Guinea 113 17
Mali 57 0
Scmali Republiec 58 o
Tunigia —# 8 0
ASIA 2,051;. L2
Afghanistan . - 217 93
Burma 96 12
Canbodia 72 27
Ceylon 28' 5
India 201
Indonesia 293 106
. Nepal 43 p,
Pakistan 33 3
LATIN AMERICA Lk 23
Argentina 104 19
Brazil 4 b
Cuba 257 9
EUROPE 111 111
Yugoslavia 111 111

(a) Figures may not add up to totals because of roundings.

They do

not neceesarily correspond to an addition of the new crudits
mentioned in Table I and those mentioned in earlier reports.
M fferences may result from the revision of figures glven earlier.
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TR I % 5 a4 0 ST e 30w T e 2 e 25 e T T ST 0 2 SN T i

o

-

T T T e T e T ek S (e 3 1 et X e T T X O I e T
(a) Minimum estimntes of per.onnel present for o periecd »f ane month or mere. Peraenneol
engnged solaly in sommoreinl or military aotivities are exoluded. Numbore rro rounded
to the nenrest five,

Mww Ineluding : Bulgnrie, Csechosiovaldn, Enst Gormany, Hungary, Poland and Roumuniz,
Inoluding techniecians rnd labourera, -

: o Satemt et Dot BC T DOEE T G T o - M Sl e ) e R e T T M RS e o e S Y i 2 e g S 20 2 2 e 5 e e 2 g e
, . . urcpean {b) | Communist
= Area and Countyy w USSR EEV _ _China Total bloe
| 22 uppLe mAST 1 12335 wo .} 1,000 2,775
- - . * - ld’l.ir - L e e
1. Iran 0 70 . | 0 70
2, Irag 320 160 m 0 480
3. Bgypt 500 130 0 630
L, Syrin 365 50 3 415
5. Yomon 150 30 1,000 1,180
-AFRICA IS %5 150 1,640
: - H :
6. Ethiopia 100 20 0 120 m
7. Ghana 200 5 0 205 .“
8. Guinea 430 620 150 1,200 |
9, Mald n L5 0 L5
10, ilorecse 5 0 0 5
11. Somnli Republie e 5 0 5
12, Tuniaia 10 50 0 60
ASTA 2,605 308 265 3,170
- - 0 o = e iy
13. Afghanistan 1,775 135 0 1,910
14. Burma 25. 2 o 2
15+ Combodis 50 20 24,0 3¢
16, Coylon 25 10 10 43
17. Indin 580 60 0 64,0
18, Indonesio 116 70 0 18¢
19, Nepal 40 0 15 55
20, Pnkiston 0 5 0 5
LATIN AMERICA L25 145 0 570
,M... Argentina 0 50 0 50
22, Brazil s 10 Q _ 10
23, Chile 0 5 0 m 5
2., Cuhs 420 80 ! 0 “ 500
25. Bouader 5 0 ] 0 " 5
TOTAL vovenenns 5,110 630 1,515

|Mu 8,155
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« 'TRADE OF SELECTED UNDE

w2y
TABLE IV

= _ OULNTRI] 0-SOVIET BLOC
5‘ EXPORTS T0 THE BLOC s
o
L 1958 - 1959 1960
Ares and T ®ef ~%5F T oF
_ . N )
A Country An gﬁlﬁ}und total | 1B ggli}ou | totay |10 3§1§ian tutal
éﬂ . i axports gxportes exporti
-OMIDDLE EAST | b | b/ )
? . Iran 30.7. . 3.% 22.1 2.4 26-5((‘)
2. Iraq 0.1 0,2 6.1 1.0 3. 4(4)
« larael 6.9 4.9 5.2 2.9 3.8
ﬂ_‘ M Jordnn 0-9 10-2 1.0 llls 1-1
%; . Lebanon 2.7 7.8 2.6 5.9 b,2(a)
Fsg €. UAR - Egypt{ --220.8 6.9 227.9 51.4 244 .0 45
?l UAR - syl‘iﬂ }6-9 311"‘ 1{?.-4 i 12-‘& 19-9 Ej
AFRICA ' ST
" 8. Ghana 1.1 Ok 6.2 2.0 24.5(1)
9. Guinea 3.4 9.0 Sl - 14.5 12.6 23
10. Moroecco 4.1 &, 4.4 .3 16.0
g:gll¢ Sudan 8.7 7.0 14 .4 7.5 0.1{g) 1%
12. Tunisia x.e 2.1 h.? 3.3 3.9
ASIA
13, Afghanistan(h) 12.6 20,7 20.0 25.+1 20,0 30
14, Burma 8.8 k.5 5.7 2.6 6.3
.19, Cambodia B Y 0.4 2.5 b4 2.0 10
(y 16. Ceylon 21.6 60 23.7 €.7 37-5
:g}-?' India 7“&"’ 601 1103"‘ 8.4 11"’-6
18. Indonesia S5h.1 - 72.3 8.3 76 .4Cd N 3
19. Malaya and 1
Singapors 119.4 7.3 201.6 1C.4 3.4
20, Pakiaten 21.8 7.3 10.9 3.4 30,7
21. Thailand 3.2 1.0 2.4 0.7 2.0
LATIN AMERICA
) 22, Argentina 63.7 6.4 5h.2 5.4 61.1
25. Braz.il ‘ff}os 30? 55." 2‘.’,.5 ?1-“
?._.Lh c@lombia 1-9 0-& 2-7 0a6 8.1
25, Cuba 17.7 2.k 16.5 2.6 140.0 2
26, Mexico 0.6 0.1 1.5 0.2 1.7
£7. Peru 0.6 0.2 0.1 . 0.1(¢
?8. Uruguay 29.4 21.2 2b .7 25,2 13.4
29, Venezuela n.8. .u 3.9 n.4a,.

NOTE: Footnotes are on the following page
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TABLE V
TRADE OF SELECTED UNDERDEVELOPED COUNTRIES WITH THE BINO-SOVIET BLOC
IMPORTS TFTROM THE BLOC.'®
A 4 1958 1959 1960
rea an
Country in millicn «mw& in million | *°f Din mititon] * Of
am ‘ otal ﬁw u GDHﬂF cm “ total
wﬁmmmwm imports imports
MIDDLE EAST b (b} (e)
2. Iraq 6.0 2.0 19.4 6.0 37.1{4)
%. lsrael 7.8 1.8 6.2 1.4 .2
L. Jordan 5.% 5.6 4.6 4,1 7.2
5. Lebanon 7.7 3.3 8.9 2.8 10.1(e)
6. UAR ~ Egypt 232.0 35.0 183.4 29.8 158.9 as
7« VAR ~ 8yria 24 .6 12.1 19.9 11.2 19. 5 9
AFYRICA
8. Ghena 6.8 2.9 10.2 3.2 .78
9. Guinea b 4 8.0 9.0 18.1 22,0 AN
10. Morocco 22.2 5.6 15.4 h.6 22.7
11. Sudsn 7.5 L.k 12 .4 7.6 15.8(g) G
12. Tunieia 2.7 1.7 b.,2 2.7 6.7
ASIA
13. Afghanistan{h) 23.2 38.4 32.5 43,3 33.0 20
14%. Burma 31.3 15.2 25.4 11.4 33,2
15. Cambodia 5.4 7.2 6.2 9.4 1.4 15
16. Ceylon 32,8 G.4 26 .4 8.6 2.4
17, India 79.5 L, 4 78.9 4,2 7h b
18. Indonesia b7.3 9.2 £9,2 15.1 79.3 15
' 19. Malays and
Bingapore 85.1 4.8 73.1 4.0 6£3.9
20. Pakistan 16,1 4,1 7.9 2.2 14.9
NP- QWQWHﬁzﬂﬁuw WQH 0-@ W.ﬁ Qoﬂ W-F
LATIN AMERICA
22, Argentii. 56.2 L.6 g2 5.0 47.1
23, Brazil 29.0 2.3 b9.2 2,6 7%.6
24, Colombia 1.9 0.5 2.6 0.6 5.5
25. Cuba{i) 2.0 0.3 1.5 g.2 - 96G.0 19
26, Mexico 2.3 0.2 2.k 0.2 3.6
27. Peru 0.9 0.3 0.8 0.3 1.3(1)
28, Uruguay 10.3 6.8 15.6 9.8 12.0
29. Venezusla 4.5 C.3 7.0 0.5 6.0(2)
{a) Data based on officia)l trade statistics of the free world countries
involved
{b) Percentages calculated on the basis of total imports/exports as reported
in "Direction of International Trade," Series T vol., XI N.9, joint United
Nationa, IMF and IBRD publication.
(c¢) 1960 totals not yet available. Figures uander this column are eatimates,
(d) Annual rate baosed on January-September 1960 figures
(e) v n 0 " Japuary-June 1960 figures
5 I n ot January-November 1960 figures
(g) nowoon " " January-August 1960 figures
(k) Afghenistan'e trade figures are estimates
(1) Cuban trade figures for 1959 and 1960 are estimates.
(3) 4Annual rate tased on January-October 1960 figures.
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UAR = ngzt
Yenen

Other Hiddle Eastern Countrlies i

Cyprue
Iran

Ethiopia

Ghana

Guinea

Mali

Marocoe
Nigeria

Someli Republic
Tunisia

Other African Countries ¢

Camore>n
Congw
Libye
Niger
Sudan

Tu&p

Afghanistan
Burma
Canbodia
Ceylon
India
Indonesia
Nepal,
Pakistan

Other 4ABien Countries @

Laos
Theiland

LATIN Americe

Argentinas
Brazil
Cuba

DOCUMENT o

AT

HEE
- 17
18 - 23
2 - 28

29
30

31 - 36
3724
59 - 26
67 - 74
75 - 80
81 -~ 86
87 - 91

98 - 10%
106 ~ 115
116 - 12k
132
wu3

160
164

165 - 166
167 ~ 168

169 - 172
173 - 182
183 ~ 197
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Other Latin American Countrias, s =

Belivia 198
Chile 199
Ecuadnp 200
Mexico 2014
Uruguay 202
Venezusela . 203
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MIDDLE EAST

1RAQ

1. 8ince October 1958, when a large arms deal was con-
cluded between the USSR and Irag, this country has received at
least BL04 million eredits and grants from the Boviet bloc,
ineluding #4188 million military aid, representing some A58
per inhabitant. Trede relations with the BWloc have been expuan~
ding rapidly, the Buropean satellites becoming more important
suppliers of equipment.

Ald

2. ~'No new bloc commltments have been reported during the
rirat half of 1961, but consideradble progress has been made in
the implementation of contracts to bs executed under previous
Soviet (#137.5 million in March 1959, #5 million in May 1960)
and Czechoslovak credits (A4335.6 mitllion in October 1960).

- Or the thirteen projects listed in the original 1959
Soviet agreement, all but three are now in various atagea of
implementation. They include, amongat otherh:

- & pharmaceutical plant;

a canning factory;

cotton and wool textile mills;

2 garment-manufacturing plant;

grain silos;

the installstion of automatic teleaphone exchange
equipment in East Baghdad;

a plant for extracting sulphur from natural geas
near Kirkuk.

[ I O B B |

By the end of April 1961, two additional large contracts were
signed under the 1959 Iragi-Soviet aid agreement. The first
eovers the construction of an electrical goods plant {estimated
cost over A48 million) and the second sn agricultural machlinzry
plant. 1Iran has also announced her intention to import

Bl.4 million worth of oil-drilling egquipment from the U3SR,

to be used in the Xhanagin area, where oil production is con-
ducted by the Iraq Government. This equipment will presumably
be paid for out of the 1959 cradit.

Le A contract with the USSR was signed in Pebruary for
the installation of & 2,000 kwe atomic research reactor at
Shuwayfah, provided for by a special agreement on the peaceful
uges of atomic energy originally signed in August 1959. Work
on the Baghdad - Baara railway project, covered by a separate
A5 million credit agreement, with the UE3R, concluded in May
1960, was started by mid-Pebruary 1961.

TO COIrI I
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JIRAQ (contd)

Da Irag has shown signhe of impatience with the slow rate
of implementation of projecta, whilst at the same time zncoun-
tering dirfficulties in organizing the reception of Soviet aid.
During the visit of the Deputy Chairman of the U33R State
Economic Planning Committee, Malakhov, which lasted for three
weeks from the end of January 1961, it appears that Irag
insisted on, and obteained, a general reduction in costs of &%
to 15% on economic and technical aid projects to be implemented
under the 1959 line of credit extended by the USSR.

6 The instruments of ratification of the Iragi-
Czechoslovak technical and economic co~-operation agreement of
Octcber 1960 were exchanged on the 13th February, 1961,
Preliminary studies on six out of the seven projects included
in the October 1960 Czechoslovak credit sgreement were ‘
deliverad to Iraq by the end of February. By that date, con-
tracty for two of these projecte had been signed. Apparently,
these projects had already been included in the three-year trade
agrecment of December 1958, under which (gechoslovakia undertook
to provide complete plans Tor the oil industry, power statliona
and other industriea; thus at lecast part of the credit extonded
in 1960 might be uscd for projects originally agreed upon In the
1958 trade agreement. -

Te Arme shipments from the bleoc continued during the period,
including the deliver; . sixteen ¥IG.1%9a3 in January.

Technical Aseistance

8. During the first six months of 1961 about 765 bloc
technicians were reported to be at work in Iraq, of which 285
ware gilving mil.tary instruction. The total of civilian
technicians, two~thirde consisting of Sovliet and the rest of
Furopean satellite nationals, 1s yet another aslgn of the lncreased
rate of implementat? = of credits extended. About 110 Iragis were
receiving technier” ining in the V38R in connexion wlth various
industrial plants supplied and military training of Iraqgil
personnel continue , «ith about 30 Iraglis leaving to attend courses
in the US8R during this period.

Erade

9, More than 90% of Irag's exports consist of crude oil,
which is directed towards the free world. Exports to the bloe
during 1960, conaisting mainly of dates, totalled about #3,5 mil-
lion representing less than 2% of totsl exports. Total importis
from the bloc have been multiplied by eix since 1958 to reach a ,
total value of about #37 million in 1960, or roughly 10% of Irag’s
total imports. The value of imports from the bloc gas probably
inerenaed during 1961. Czechoslovakia remains Irag's principal
bloc pupplier, accounting for about 604 of total Iraq imports from
the bloc.

NATO CONFIDENTIA
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IRAQ (contd)

10. The permanent Soviet industrial exhibitlon opened in
Baghdad in November 1960 continued during the period under review,
while at the same time a Polish trade exhibition was opened in
Baghdad in February and a Soviet consumer goods exhibition in hay .

YAR - EGYPT

1l In May 1961 a series of incidents in the political ficld
created considerable friction betwecen the UAR and the USSR, but
these events 414 not lessen the bloc esconomic penetration efforts
and deliveriea of arms,.

Al

12, 'The European gatellites extended now credits to the
Egyptian region of the UAR totslling sbout $18 million, The
Egyptian Ministry of AMunicipal and Rural Affzirs announccd at the
beginning of April 1961 the grant of a credit by East Germany valued
at £5.7 million, to be repaid in five years at 23% interest, for the
purchase of machinery end equipment for municipal and public utility
projecta. A Czechomlovak credit of #12,2 million, to be ropaild in
eight years at 3% interest for the expancion of an electrlc power
station haa also been reported. On 23r4 Pebruary, 1961, Poland
signed hepr flrst technical aid sgrecment with Egypt. The amount of
ald extended has not been disclosed, but it is understood that the
object of this assistance is to improve the fisheries and harbours
of the UAR, including research on the erosion of the Lgyptlan coasts,
the ¢stablishment of vocational training centres for fishermen, and
the purchase of modern fishing boats and cguipment from Poland.

13. Although the work on the Aswan High Dam may be somcwhat
behind schedule, it ia still too early to conclude that the project
will not be finished approximately on timec, barring unforcscoable
and serious detericoration in political relations between Egypt and
the USSR, An impressive number of ancilliary facllitios have now
been constructed, ineluding rcpair and servicc installations,
living quertcrs, warehouses, adminiastration bulldings, an airstrip,
electrical inastallations, accesn roade and a sizcable amount of
Boviet=built heavy equipment for both the first and accond stagen
is at the construction site. An appondix has been added to the
Soviet-Egyption High Dam Agreement, calling for prepsratory studiles
for a pover line network betwecn the Aswan High Dam and Calro. In
the original plans for the High Dam, thils network and the power
station werc included in the third and final stage of the project.

14. The implemcntation of bloc aid projcets has been continucd
and there have becn mome Press reports of contracts signed for an
antibiotics plant and a coke and chemicol plant. In ordcr to
dctermine the pattern of development of sourccs of raw materials and
basic industries, geological and topographical surveys arc being
carricd out in Egypt.

5 NATQ CONFIDENTIAL



UAR = REGXPT (contd)

g 15. New agreements have further inerecescd the dependence of
the UAR on the bloe for military supplies, and since January 1961

=t delivericn of HIG.19 Jet fighters have begun, and deliveries of tanke
= and other military equipment have been resumed; 8o it would appear
=) that the difficultics cncountered which caused prolonged negotiations
Ay over a number of years have now at least been partly overcome,
 8lthough no epecific new major armc deal has been disclosed.

% Technical Agsistence

16. Out of the 630 civilian tcohnicians reported to be at

- work in Egypt, by mid-1961 the largest single group conasinted of
1150 USSR technicians on the Aswan High Dam project. This number

= will probebly incrcase further when work on the sccond stage of the
Z Dam reaches ito peak, In additjion, about 245 bloc military technie
= ¢lana wore reported to be in Egypt during the first six months of

e
Ju

Emm

. 17. Criticism of bloc trading practices seems to have been
= growing, cspecially in the cotton marketing cireles, and importers
= Ar¢ paid to Yo more reluctant to take bloe gooda, although the

B~ Government is encouraging such imports in order to utilise the

o trade recelpts resulting from large bloc purchascs of cotton, on
-2 the whole, the bloe share in Egypt's total trade fell from 39% in 1999
3 to 34% in 1960 as o result of the increase in Egypt's tradc with
 bop~blos gountrics during 1960, Egyptian exports to the bloc in
&g 1960 increamsed in absolute terms, but sales of cotton to the frec
world during the 1959/60 cotton marketing year rose at an even more
— Papid rate{l)e As & result, the bloc share in total Lgyptian

) exports declined from 52% in 1959 to 455 in 1960. Similarly,

&2 imports from the bloc in 1960 declined from 30% of Egypt's total
= importa in 1959 to 25% in 1960, No ncw trade sgreements between
8 the bloe countries and Egypt were announced during the current

s period. Communist China signed a third protocol to the 1958

O trade and payments agrecment. Egypt had trade and payments

‘on agrecments in force by mid~1961 with all the Sino~3oviet bloc

= gountrien, with the exception of Albania, and including the Asian
A gatellites, end trade talks wcre held in Cairo with high-level

Q_) representatives of several bloc countries, includling Dast Germany,
= Gzechonlovakia and North Vietnam.

aa
2 UAR - SXRIA

' 18, With & cumulstive total of about 307 million (including
= #127.7 millipn military sssistance credits) for o population of bL.G
million, Syrian is the country to which the Sino-Soviet bloc has
axtended the largeat amount of financial esris.ance per capite
(over 865), but the rate of implementation of tha projecte covercd
- by thes: credits, with the exception of delivcries of arms, has

< been vxtrcmely slow.

LIQ

TU

SIFIE

(1) Therc arc some indicationa that cotton purchases by the bloc
during the September 1960/Augunt 1961 markcting ycar have agaln
inorgased and that, as a conoequence, the relative share of the
Tree world Egyptian cotton purchascs has shown a tendency to
decline,
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19, No new extension of dloc credits has been reported
during the first half of 1961, Many of thc Bovict projects
under the #150 million line of credit erstended in October 1957
have not progressed beyond the planning stage. The only projesct
8o far completed has been the geological survey of S3yria. The
aerial photographers st work on A tnpographical map completed
their work towards the end of April 196l. The Bulgarian firm,
Techno=Export, &¢ting as a sub-contractor for the US3R, announced
the completion of the Rastan and Muhardan dams by the end of
March and April respectively. These dams are part of the develop~
ment programme of the Ghad valley, which is expected to be com~
pleted by 1962 and will eventually reclaim more than 30,000 acres
of swamp, while providing 80,000 kw. hours annually electric
power. 8eviet personnel were reported to be installing an elece-
tric generating plant at the Rastan dam. This project under the
1957 credit agreemént will cost Al.4 million, and is teo be repald
over a period of twelve yemrs., )

20, Or-the £2.8 million eredit extended by CzZechoslovakia
at the end of December 1960, about #0.35 million had been set
aside at the beginning of 1961 fopr the purchase of L6 electric
generators to be used in a villege electrification project. In
addition, Syriea has purchased aix slectric generators, reportedly
valued at #0.14 million from East Germany on credit. At the
end of June 1961 it was reported that Syria wds considering a
Hungarisn offer to build & flour mill at Deir-es-Zor, and cold
storage facilitles for foodstuffs. In Deccmber 1960, Hungary
extended a credit of #16.2 million to the UAR, of which
apparently about #2.7 million wee intended for Syria, and by
the end of June 1961 Syria was conducting negotiations on the
possible use of this credit. A butane zas plant, given by
Czechoslovakia as part of the Homs refinary, was inaugurated in
January 1961, but the rfertiliser plant in the same town and the
railway’ from Kameshly to Latakia are still in the planning stage.

2). The Federal Republle 6f'ﬁarmany has 1ndicated its
interest in Byria's most promising project, the proposed
Euphr?t?u Dam, which had been under study for some time by the
USSR 1)e '

Technical Asaistance

22. B8ince the first half of 1959, when 735 elvilian
technicians and 265 military advisers coming from bloc coun=
trics were reported to be at work in the country, their numbers

(1) At the beginning of September 1961, it was reported that the
USSR had withdrawn from the Euphrates valley projest, which
wag $0 have been completed under the 1957 #150 million credit.
West Germany will extend a credit of #125 million for this
project, to be repaid over a period of twenty years, begin- -

ning in 1967, at 3.75% interest.
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have becn declining to an estimated total of L15 oivilian tech-
nicians during the first half of 1961; 125 of these civilian
techniciane were connected with the Ghabd walley project on the
Orontes River, and a similar number were cngaged in topographical
and geological surveys. In addition, about 235 military tech-
nicians were connected with training programmea related to the
continued arme deliveriea. : e

Trade

23, During 1960, Syrian exports to the bloc increased
considerably as compared with the 1959 figures, while imports
from the bloo declined slightly. In both casea, however, the
1960 figures are well below the record reached in 1?58 (the
USSR 1s the principal bloc trading partner of Syria), when 31%
of Syrian exports went to the blec and 12% of her imports came
from the bloc.

JEMEN

2h. The geographical situation of the Yemen and its
ptrategic position ‘on the lines of communication between Europe
end Asia are probably the main rcasons for the attention that
the Bino-Soviet bloec 1s giving to this country. By mid-1960
about #61 millien (including #17 million military assistance
credits) had been extended by the Sino-Soviet bloe, representing
about Bl2 per head of population.

Ald

25, Although no new bloc credits have boen extended to
the Yemen in the first helf of 1961, tha bloc made significant
progreas in thisa c¢ountry with the completion of the Soviet=
built first deep water port in the Yemen, at Hudaydah, and the
near completion by Communist China of an agphalt-surfaced road
from Hudaydah to 8a'me. The Soviet~built port iz capable of
handling ocean~going vessels in the 106,000-ton class, having
a maximum draught of 29 feat, The port was officlally opened
on 2nd April, 1961, and its influence on the trade patterns and
economic development in general is being inereasingly felt.

The opening of the new road built by Communist China, which will
probably be completed in the near futurc, will reinforce the
profound impression of new prosperity and progress that the
businecss community ia increasingly stiributing to bloc assistance.

26+ By the middle of March 1961 Soviet technicians had
arrived in the Yemen to undertake a surpvey of the Hudaydah to
Ta'izz road, which both the USSR and Communist China had
apporently previously offered to build. No final agrecment 1s
supposed to be made until the survey is completed, The United
Btates has also been sctive in the fileld of roadbuilding. In a
relatively short time the Yemen has been provided with an

NATO CONFIDENTIAL wBen
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YRMEN (contd)

appreciable economic infrastructure, built almost exclusively
with foreign asaistance.

Technical Assistance

27+ Abvout 1,200 bloec civilian techniclans and labourers
were reported to be at work during the firat half of 1961, of
which roughly 1,000 conaist of Chinese workera engaged in road
congtruction, The completion of the port at Hudaydah has reduced
the number of 3Soviet technicians from about 300 to 150, and it is
understood that about 50 will stay in the Yemen aeé technical
advisers in charge of maintainin% the 5.5 mile entry channsl.
There have been some reports that the Yemen authorities tricd
without succese to obtain full control of the pert facilities,
which will atill be kept under the supervision of Soviet cxperta.
MoBt of the Yemeni trained in the USSR for the operation of the
port seem to have now returned to their country. On the other
hand about 20 students left by the end of 1960 for the US3R for
medical and heglth training.

ade

28, During the sarly months of 1961, the Yemen concluded
trade and payments agreemcsnta with North Korea and North Vietnam.
The Yemen is expected to export coffee, cotton, leather, and
North Koree will supply machinery, chemicals and textiles. No
detuails are avallable on the anticipated North Victnamese trade
with the Yemen. Trade patterns, which were starting to be nffected
at the beginning of 1960, are chunging more rapidiy now that the
port is in full cperation. The U33R has been supplying textilee,
sugar, soap, matches and Primus stoves, basic items widely used
by the population, while the USSR continues to take the majority
ef the Yemen's agricultursl exports - coffee and hldes, It ie
reported that the USSR haa becn preseing the Yemen to accoept
barter agreement of Soviet petroleum products for ¢otton in an
effort to displace the present Westarn supplicrs of the Yemen's
potroleum requirements,

CYPRUS

29, There are indications that President Makarios still
prefers to avoid vloc technical snd financial aid, 1ln spite of his
atatement in January that Cyprus was prepared to accept ald from
any quarter, Although trade with the bloc increased slightly
during 1960, it still represented less than 3% ol the totsl forcign
trade of Cyprus. Two barter deals concerning an exchange of
Cyprus orenges for surar Trom the USSR wero coneluded during thg
rirgt half of 1961, and Hungary agreed to purchase 2,000 tons of
cyprus wines for which the country had encountered some difficulty
in finding outlcto.
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OTHE® MIDDLE EASTERN COUNTRIES (coutd)
IRAN |

30. The standing Sovist offer to construct a steel mill,
and provide other financial ald spparently continues to be based
on the conditicen that Iran should withdrawn f-om CENTO and
renounce 1ts bilaterzl agreement with the United Statcs.” There
is no sign that ths new government, which came into power in
Mey 1961, will alter the previcus Iranian line of conduct. Trade.
with the bloe during 1960 remaincd at about the same level as in
1959. Imports from the bloc showed a pubstantial decline in
actual value, while exports ineruased-sliqhtly, representing by
the end of 1960 eboutl cne-quarter of Iran’s total exports, as
camgaseg with one-fifth in 1959, if petroleum exports are
&xXcluded, C g

AFRICA

31« The reaults of bPloc economic activities have apparently
not gsome up to- thelr expectations raised by the extension in
July 1959 of a 100 million line of credit by the U38R. During
the firpt helf of 1961 the bloc appeared to shift the cmphasis

in its relations with Ethiopia from predominantly economic aid
nggiv%ties to cultural, diplematic and political propaganda

el Tort8, '

*

Ald

32+ In March 1961 the USSR presented a revisged set of
proposale for the petroleum refinery at Assad which raised esti-
mated costs nearly threefold from the criginal emtimates of
March 1960, The government had sccepted in principle the refinery
proposed as a major project under the 1959 line of credit, but
the revised cost estimates compared unfavoursbly with competlitive
Western propoasals, By the end of April a new revision of the cost
estimate was announced, this time more in line with the origlnal
proposal. Negotiationa osn this project were continuing.

3%, The only other evidence of progress in implementing
carlicr bloe promises were the signature of a construction con-
tract for the secondary school at Rahardar, to be huilt by the
USSR aB a gift, & contrasct signed with Czechoslovakin for the
purchase of hompital equipment under the December 1959 Czech
£10 million credit, for which equipment haas been arriving in
Ethiopia during the first half of 1961, and the announcement that
Czechoslovekia would build a plzastic beot and shoe factery under
the¢ same Czech eradite

NATQ CONFIDENTIAL -10-



M

'DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

EIHIQPIA (contd)

ESSAvE

3 0
)

ASIHLANGHE

34, 1In April 1961, protocols to the originsl 1959 cultursl
agreements with ths USSR end Czechoslovakise were signed, specilying
numbcrs of scholarships, teachersz and students, cultural miassions,
sports delcgations, theatrical companies and tourism groups to be
exchonged during 1961. Ethiopia is to send Amharic radio announ-
cers, iranslaters, snd teschers to work for a period of two yearn
in Boviet institutions, ,

35. The mumber of Soviet bloc personnal in Ethiopia has
trebled during the first six monthe of 1961, resching 120. This
conasiderable inereanse resulted mainly from the extensive surveys
undertaken in the Assab area in connexion with the planned petroleunm
refinery for which about 100 Soviet techniclans were rcportedly st
work durlng the period under review.

Trag ,

36, Trsde between Ethiopie and the bloe 1s generslly -
eotimated to be small, probably less than Zi million, reprosenting

under 2% of totel Ethiopian trade in 1960.

QUANA

37. The Soviet Union spparently continues to regard Ghana an
a primary target in Africa. During the first half of 1961, the
bloc further expanded its influence in the country, as more finhan-
cial asaistance was recedved. Shipments of arms continue to be
received, and some of the bloc arms shipped to Ghana have been
funnelled to other African areas. By the middle of the year, over
#A85 million eredits had been extended by the bloc. Of these,
about S47 million came from the USSR, but in recent months the
Buropean satellites - Poland, Czechoslovaekia, Hungary{l) - appearcd
to have been playing an incressingly lmportant role Iin the bloc aid
drive in thie country. .

38, On 20th April, 1961, Poland extended a 14 million credit
for industrial installations, including a steel foundry, a hand-tool
plant, 2 farm implements factory, a charcoal plant, and various
itema of machinery for a sugar refinery, distilleries and stecel
WOrks, It seems likely that a dye plant and a shipyard for the
construction of power barges are alsc to be included in the llet.
The intercst rate has been fixed at 3% and the cersdit ls repayable
within eight yeoarsg. L

-

- b

(1) Prenident Nxrumah's visit to Peking in fuugust resulted Iin the
conclusion between Ghana and Commun.st China of agreements on
technical and economic co-operation, trade and payments, and
cultural co-operation, Ghana a@omudwﬂm a loan of about 220
million to be drewn bvatween 1962 and 1967 and ropayable 1n
ten yeara, ntarting from 1971.

w]] -
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OHANA (contd)

39. At about the same time, a credit of #7 million to
finanos imports of factories, machinery and transport equip-
ment wos cxtcnded by Hungary. This credit bears a 24%
interest rate and is repayable over eight years. The Hune-
garian delegation in Ghans indicated that the emount might bo

- doubled later to include such specific projects as a pharma-

ceutical factory, an aluminium ¢able factory, a light buld
factory, minor hydro-electric and thermo power stations, canning
factories and flour mills, and the proviaion of dlesel loce-
motives and rallway coaches. This Hungarian credit, like the
Polish onc referred to in the previcus paragraph, seems to bs
more in the nature of a commercisl credit than a purely
development one. It is the first time Hungary has extended
eaconomic aid to an Afriean country.

4O, By the cnd of Mey, Czechoslovakia eigned an cconomic
and technicael assistance sgreement providing for a #l4 million
cercdit. Under the terms of this agreement, Czechoalovakia will
provide technical assistance for the construction of hydro-
slectric power plants for four multi-purpose projecta, several

- hoapitals, a tannepry, and various plsnta to produce sugar,
. ceramics, shoes, plywood, tyres. In June, contracts were
- aigned with a Czechoslovak organization for technical surveys

of wvnrious rivera in the Western region of Ghana to determine
possible sites for power atationa which Czechoslovakia would
deaignes The Granian Minister of Transport has contracted for
two more IL~18 aircpsft for Ghana Alrways under the same credit
facilities as the carlier purchases, poymente being made over a
period of eightyeara.

41, A technical assistance agreement with Communist China
was reportsdly under negotiation (see footnote to previous

page).

: h2, Of the MO million line of credit extended by the US3R
in August 1960, at least one-quarter had been drawn by mid-1961
and during the period under review shipments of arms continued
to arrive in Ghand, reportedly to be supplied to dissident
alementd in other African countries.

Technical Aasistance

43. All tht above-mentiocned newly-extended credlt agrec~
ments provide for teshnical assistance., Polish, Hungarian and
Czcech experts are expeected to arrive in Ghanne The incrcace of
bloc personnel in Ghans is expected to continue., By the end of
December 1953, thirty experts were reported to be present in
the country. By the end of 1960, this number had grown to 120,
and reached 205 by mid-1961.

Ll The humber of Ghanian students trained in the bloc has
‘been growing, although the announcement mad: at the end of 1960

NATO CONFIDENTIAL =12



GHANA (contd)

by President Nkrumah saying that Ghana would send 3,000 students
to bloc countries during 1961 has 8o far not materialised. By
mid-1961 about 250 Ghanian studente were reportedly studying in
bloc countries, mainly in the USSR. It will be recalled that

about 3,000 Ghanjians arc reported to be studying in free world
countries, _

Irade

L5. Ghana's imports of goods from the bloc during 1960
inoreased to L% of total imports (3% of total importe in 1959),
cement and aircpaft being the principal commeditiee concerned,
The USSR plays an important role in the supply of aircraft
and technical assistants for Ghans Airways.

L6, Exports to the dloc during 1960 rose considerably as
a rasult of the important purchases by the US3R of cocoa durlng
the 1959/60 crop year, but the Ghana Cocoa Marketing Board has
found that some of the blec purchases had been resold in Western
Germany. Exports to the bloc increased from 2% tn 1959 to 7%
of total exports in 1960. It meewms, however, that during 1961
trade with the bloc will not increase at s rate comparable to
that of 1960, since the bloe ie apparently encountering consider-
able difficulties in bresking into the consumer market in the
face of Western competition, esxcept to gome extent for sugar and
frozen fishs The threat that traditional markets for Ghanian
cocoa might be influanced by bloe re-exports ot this product will
probebly impede large-scale purchases of cocoa by the bloc.

GUINEA

47, Of all the African countries (1), CGuinea is at present
the one which has the closest ceonomlic ties with the Binc-3oviet
bloecs 8he has received the largest amount of financial asslstance
(about #118 million, repreeenting about #O per inhablitent); she
is playing host to by far the largest number of bloe techniciansg
in any single African country; she is sending by far the largest
number of African teéechnicians and students for training in bloc
countries (about 500)}; she is the only African country which has
accepted extensive military ald from the bloe; and she is depending
on her trade with the bloc 'to 2 much larger extent that any other
African country.

PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

48. The Sino-Soviet dbloc continued to expand 1ts activities
in Quinsa, apparently considering the country as a shewcase for
the benefit of othe other African states. In order to avold alarm-
ing other Afriocan countries, the bloc might well have imposed some
golf-restraint, leaving Guinea considerable independence of action.

(1] Egypt 1s concldered ns papt of tho Mlddle East
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QUINEA (contd)

President Bekou Touré repeatsdly assserted the neutrality of
Guinea, and indicated receptivity to an incressed Western
European and United States role in Guinea. This technique scems
to be an inversion of the more usual African atrategy, welcoming
aid from the bloc both.for its own sake and in order to stimulate
the West to greater genercsity. '

49, All major bloc countries have been participating in the
bloc economic offensive. The USSR has been providing more than
half the total bloc financial assistance, but by mid-1961 the
Europesn satellitea were still providing more than half the
technical aagistance personnel and were by far the moat impor-
tant bloc trade partners of Quinea. Communist China has shown
increasing intereat sinece 1960 in possible fields of economic
penstration. . (

_ 50. No new credits were extended tc Guines by the bloc
during the paridd under review, but a number of grants estimated
at avout #6 million were made, including Soviet equipment for e
500~bed hospital.  Up to the end of 1960, only & negligible amount

- had been drawn from the accumulsated credits and grants so far

extended, and during the firat half of 1961 the bloc concenirated
on the implementetion of projecis promised earlier, which were
included in the Ouinea three-year development pian (1960 = 1963).
Financial aid so far extended represents probably as much as

- of the country's annusl national incomes

51, Projects under the Soviet credit which are being sur-
veyed or are under congtruction include modernisation of the
Conakry airfield, rchabilitation of the port of Conakry, road-
building in the Conakry area, modernisation of the Guinean rail-
waye, a polytechnic institute for 1,600 students and establish-
‘ment of the Guinean national airline. 1In addition, technical
studies are under way for three 100-room hotels and the extension
of roads and railwayse, poseibly to Mali. The 500+bed hospital
graaented as & gift by the US3R is to be built at Conakry and will

e the largest in the country, including dcpartments of surgery,
dentistry, therapcutics and physiotherapy. Soviet staff arrived
in Quinen during the spring to supervise installation of the

.t‘n squipment.,

53, A Joint Polish-Guinean fishing fleet, conesisting of

- & four vesscls, and including a Polish crew which is to train
=Y @Quineans in navigation and fishing, was formally inaugurated on

" the 10th Mey. A state fighing industry 1s to be e¢stablished by

#% Poland, providing for refrigeration, storage, and road tranapore

tation for the distribution of the catche

5hke Czechoslovakia is engaged in the econstruction of a
national printing office and a broadcasting station, and Hungary
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GUINEA {contd) -

in the 4rilliing of water wells. Bulgaris,under the terms of an
agrecment on scientific and technical co-operstion signed during
the perind under review, 1s to send water engineers, mining and
agricultural experts, doctors and scientists. Communist China
is mainly concerned with the establishment of rice, tea and

gepper plentations, and with the rehabilitation of a guinine
actory. _ ' _

55« In late May, the fourth delivery of USSR armaments
arrived in Guinea, reportedly including five tanks, amphibious
vehicles, artilleryand small arms, The total delivery of
bloc military equipment to Guinesa so fapr roceived apparently
exceeds the needs of this country, and seems to indicate that
Guinca may be-a centre from which other West African countries
are getting arms. B '

Technicel Assistarqs

56, The number of tloc technicians in Guinea increased
atrikingly from abvout 385 at the end of 1960 to about 1,200
during the firaet six months of 196). A Guinean official has
gtated that there will be abowt 3,000 bloc techniciang in
Guinea by the end of 1961. As-the implementation of thse pro-
jecta proceeds, project.analysts have been increasingly replaced
by working-level foremsn and specialists. Some friction
betwaen Quineans and bloc technicians has occasionally been
reported but there is no evidence of lack of compatence or any
general dissatisfaction with the performance of these tech-
niciens. Becgvae of the increaged activity in the arrivals of
equipment and tachnicians, earlier criticism concerning the slow
rate of implementation has subalded.

Irade

57« A jJoint Guinean and East German working party met in
June to consider the establishment of normal trade rclations.
Guinea has signed threc-~year trade agreements with North Viet-
nam and North Xorea.  Previous trade between those countries had
been non-existent, and the amounts invelved will probably
remain negligible., By mid-1961 Guinea had trade and payments
agreementa in force with the USSR, Communist China, Czecho-
8lovakia, Poland and Bast Germany, and trade agreements with
Hungary, HNorth Korre and North Vie tnam.

58. @Ouinea's imports from the bloc continued to grow,
rcaching LU% of total imports in 1960, as compared with 18% in
1959, and negligible percentagee before that. Exports to the
bloc grew from 1L4% in 1959 to 23% of total exports in 1960,
Quinea's trade deficit with the bloc was, by the end of 1900,
estimated at #9.4 million, and the cumulative trade defiecit with
the bloe had risen to about A15 million by April 1961,
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MALT

59. The continuing tenston between Senegal and Mall
aggravates the economle difficulties which the latter is facing
and makeg its fupther development all the more dependent on
foreign ald. Mali has accepted a small amount of United States
ald, and the United Kingdom end Israel have reportedly been
offering assistance. The bloc has exploited Mali's receptivity
to economic aid and has extended credits of £56.9 million
equivalent to about Al4 per head in & country where the per
capita income is extreémely low.. o ' '

Ald

60, On 13th March the USSR and Mali signed sn economic
and technical co-operation agreement, providing for & long~
term Soviet credit of Ml.4 million for economic davelopment,
and on 2Lth June 1t was officially amnncunced that Czechoalovakia
had agreed to provide various credits totalling £1z.5 mililion,
Communiai China had also sgreed in prineiple to extend a long-
term loan, the smount of which was still to be negotiated,

62.. The Soviet loan is to be used for technical aseis-
tance in prospecting for mineralsa, construction of & coment
plant, navigational improvement on the Niger River, estab-
lighrent of a training centre, ond designing and surveying a
vailway line to link up with Guinea's transportation system.
Boviet commercial aireraft, helicopters and airport equipment
are also being furnished, perhaps under a separate credit
gagracean, R o :

62, The Czechoslovak credits conaist meinly of a A0
million lean to be used for the conatruction of flour millse,
a textile-mapnufacturing plant and sssenmbly planta for agricule
tural machinery and bicycles. The credit can be drawn until
1965 and part of it may al so cover the cost of hespital

~laboratories and trucks. Part of ths repayment is eaid to be

made in peanuts.  About A1 million will cover the purchase of
Czechoslovak aircraft and another #1.5 million will be used for
the training of Mall pilots. |

63. There have been some reporta according to which
Czechoslovakia has agreed to print currency for Mall if the
country decided to leave the franc area and form a cuwtens
vnion with Guinca. In addition; Mall reportedly entered into
a Pfive-year erndit agreement with Czechoslovakla bearing 23%
interest for the delivepy of arms, dbut the full amount of this
credit is unknowns - -

Technical &asiﬂtangé | |
6L. About 45 Czech technicians were raportdd to be in

Mali by mid-1961 as an advance perty for large numbers who
will go to the country as soon as the implementaticn of the
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MALI (contd)

above-mentioned credits has been started., The major part of
those technicians arrived in Mali in early May to operate air-
Tfields and control towers previously manned dy French military
Torcea. Czechoslovakia haa alse agreed to assist in ths
training of Mall Jjournalisets and there are some indications
that East Germany may provide technical amsaistance tc the Mall
Information Bervice. A scientific and technlcal co-operation
agrecment was also signed with Bulgaris. Co-operation in the
gée%d of madicai‘reaaarch was agreed betweon Mali and North
einam, ’

zradg

65. 'In addition to its trade and payments sgreements con=-
cluded with Czechoslovakia at the cnd of 1960, Mali signed trade
agreements with the USSR, Communist China, East Germany, -
Bulgaria and North Kores during the first half of 1961, Before
1960, France had been purchasing the peanut ecrop of the Soudan,
as Mali was férmerly known, at priceas generally well above the
world market gricaae In February 1961 it was announced that
Mali would mell nearly all its peanut crop to the USSR and
Czechoalovakia at terms apparently similaer to those offered
by the French.Half of the psyment ia to be in dollars, or othep
convertidble currency, and the other half in a sslected list of
goods which were speecifically included in the trade agreements.
8ince peanuts are Mali's major export, this change represents
a considerabla redipection.of the country's foreign trade. Aa
a land~locked esountry, Mall found its earlior natural outlet
to the sea through Scnegal, where a railway link connected
Bamnko, capital of Moli, and Dakar, but since the eeparation
from Senegal, MNall has become increasingly dependent on trang-
portation through the Ivory Ceoast, Upper Volta and Guinea,
hence the coonomic importance of the railway link betwsen
Guinea and Mali. SR ‘

66, The trade sgreement with the USSR calles for the
exchange of Mali peanuts, cotton, wool and Tolk art for Boviet
capltal gocda, rolled steel ,petroleum products, manufactured
and consumer gocda, and foodstulfrs. The trade agreoment proe
vides for the "most-favoured nation treatment®. The trade

~with Communist Chinc would be on & clearing account basis .and

China would import peanutsg, rice, cotton, wool, hides and
skins in exchange for machinery, sclentific instruments,
electrical applinncesz, chemicals, drugs, medlcal equipment,
steecl products, building materials, textiles, foodstuffs cnd
congumer gooda. The agreement is valid for one year, and ls
renewable; accounts will be settled in Mali francs.

s iy = ' BATO CONFIDENTIAL




=
o
o

67 Although no credits for economic development have 80

far been accepted by Morocco, 2 few developments in narrowly
limited fields are 1o be reported.

Aid and Technical &aéihfauce

68, - During the first week of Pebruary 1961 twelve MIQ-17
Jet fighters and two MIG-15 trainer aireraft were delivered to
Moroccos, In spite of assurances by the Moroccan Government that
no 3oviet technicians would be involved, about forty did accom-
pany the shipment to supervise the assembly of the sircrafte
Most of them were réplaced in May by personnel from Egypt, '
apparently at the request of the Moroccan Government.,

69, 1In March 1961 two Soviet techniciane, followed shortly |
after by another couple 6f experts, arrived to study the
feasibility of the comtruction of a shipyard at Alhucemas, .
designed to build small and medium-sized boats, chiefly for the
coastguard fleets The project, it is said, would cost about
E8.4 million, and would be put to jinternational tender after the
8Soviets have pressnted their initial report.

70. On May 8th, Morocco concluded an economic and tech-

nical aasistance agreement with Czechoslovakia. HNo details =are
available, but Czechoslovakis has reportedly agreed to provide !
machinery and technical assistance in the textilc, eugar and !

ehemical industries.  Some (gech technieciang arrived in Radbat
on 19th May.

7. Czechoslovakié concluded a c¢ivil aviation agreement
with Morocco extending landing rights at Casablanca alrficld
to Czech airliners going to Bomako (Mali) and Accra (Ghanal.

72+« A North Korean goodwill delegation visited Morocco
at the end of June, at the conclusion of a tour including
Guinea, Ghana and Mali. A Joint communiqué on the eve of
= their departure announced that agreement na been reachcd on
oA the promotion of economic and commercial cxchangese
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73. On 12th June, a Soviet freighter is said to have
 unloaded in Casablance harbour about 2,000 tons of ammunition, a
smz1l arms, light artillery and anti-aireraft guns poasibly deatine
] for the Algerian rebels.

_Ira@

74. During 1960, bloc imports from Morocoo incrensed

— 8lightly over the 1959 totals, and bloc exports to Moroceo

O regeined approximately their 1958 level after a drop 1in 1959.
kd Trode between Moroccoand the bloe countrics does not represent
& more than 5% of totel Moroeccan foreign trade. Part of this
Moroccan trade consigts of the traditional exchange ol green

ASSIFIED
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MOROCCO (contd)

tea from China for phoaphates from Moroecc. Morocco hes had trade
and payments agreements with the most important countries of the
Sino-8oviet bloc for eome timec, and no new developments sre to

be reported in this field during the period under review.

o

75« A Nigerian mission has been visiting Czechoslovaekia,
the UBSSR,Peland and Communist China during Nay and June in order
to establish sconomie relations and to obtain financial assistance.
Although the misgion was apparently not empowsred to conclude any
economio agreements, it lzid the groundwork for posaible subsequent
naegotiations on formal agreementa.

ALa

76, ©On the 5th June, a Jjoint Nigerian-Czechoslovak com-
munique snncunced, next to the establishment of diplomatic reln-
tions, that Cmechoslovakis was willing to provide Nigeria with
long-term econcmic aid in the fields of agriculture, industry,
mining, transport and public healths. At the same time, Czacho-
slovakin expressed her readiness to grant scholarahipe and supply

experts, A Czech mission was sent to Nigeria for furthepr discua-
sionas. . _

77 After the vigit of the Nigerion delegation to Moscow,
PRAVDA reported that the USSR had offercd cconomle and technieal
asslstance for the development of agriculture, the construction
of Tood-processing plants and the establishment of technical
tralning schools. It was also montioned that Nigerian gtudenteg
would be accepted at Soviet educational inetitutions during the
1961/62 academic yemr. A

78« Poland expressed her veadiness to deliver industrial
installetions on credit, end to send technle¢al delegations to
determine projects which might be constructed under the credit.
Poland also announced that 9 workshop for a Nigerian technical
school and fifteen scholaraships for higher studieas in Poland had
bean offered as a grant. :

79. Communist China has reportedly offered to supply complete
sets of industrial and agricultural equipment, to give techniczal
aid and to develop cultural relations. A Chinesc trade deleg-tion
srrived in Nigeris on the 6th April. By mid«1961 nomc of those
credit agreements had, however, formally matcrialised.

Traode

80. During its visit the Nigerian delegation rccelved offers
Trom the four above-mentioned countries for the conclusion of
trade agreemcnts. Up to Junc 1961, trade relations between
Nigeria nnd the blouc had been negligible.

-19- NATO_CONF [DENTIAL.
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ANNEX 0
ﬁGijz—Dggj
SOMALI REPUBLIC

8l. Among the African countries that gainsd independence
during 1960, the Somalii Republic is probably one of those facing
the moat coneiderable economic difficulties. The country's known
agricultural and mineral resources are limitede The population
conglets mainly of nomads, and almost none of the inhabltants is
trained in the sdministrative and technical skills required for
economic development; the locnl educatlion system ig hopelesaly
inadequates The country will not be able to finance even the
minimum costs of government without continued large-scala asgis~-
tance from abroad for years to comee The Bino-Soviet bloc has
heen trying to exploit the precarious economic aituastion of the
S8omali Republie, and the desire of the government for more aid,
Lo meet the rising expectations of the gopulation. During the
first gix monthe of 1961, the bloc made considerable progress in
geveégging political and eccnomic relations with the Somnll

epublie,

ALd

82, B8ince early April 1961, both the USSR and Czechoslovakia
have been offering to coneclude aid, trade, cultural and scien-
tific co~operation agreements. They invited a 8S8omall delegation
to visit the USSR and Czechoslovakia in late May ond early Junc.
AB a repult, the USSR extended #iL.5 million in long-term credits
for industrisl and agricultural development, and a 87.8 million
five-year credit to finance commodity deliveries. In addition,
the USSR promised to build ae gifts two hospitals, a printing
house, & technical achool and a radio station, and agreed to
send doctors and teachers to the Somali Republic ond ne well to
train Somell health personnel. Czechoslovakia extended n
Bie2 milliion credit, \

83. "The UBSR credits though small from the point of view of
the donor country are slmoat equivalent to the Somali Republic's
GNP, The Somali government had requeasted in its original negotin-
tions with the USSR assistance in the improvement of the ports of
Mogadishu, Bera and Merca, & dam apnd an international airport, the
development of water resources, agricultural irrigation, geological
rescarch, the development of processing industries, construction
and equipment of hospitals, achools and an information services
Port construction is aprarently the major area in which Western

- and bloc intereats may conflict.

84. No specific uses for the Czechoslovak credits were
announced, but & Czechoslovok negotiation delegation ourrently
in the Someli Republic will undoubtedly arrive at preliminary
ngrecments on industrial projects. Much of the future evolution
of bloec aasistance will dcpend on the progress of negotiations
under wny, and the spced of aid implementation.
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SOMALY REPUBLIC (contd)
Technieal Asgigtence

85. Only two Cgech techniciane nre 80 far raported to be
vorking with the Ministry of Education. More than 100 Somalis
are reported to he studying in bloec countries: 30 in the USSR,
35 in Czechoslovekia, 17 in Ezat Cermeny and about 30 in Come-
munigt China.

Trondg

86, The Somall Republic has signed = trade agreement with
the Soviet Union calling for the exchange of such goods as hides
and skins, bananaa, cotton, peanute -~ for importa of agricul-
tural machinery, industirial equipment and consumer goodsa,
Bananas constitute about 4L5% of the Republic's total exports
and have been purchnased almost exclusively by Italy at adbove
world prices. This orrangement has been confirmed since
independence. Production of many of the Republic's export
commodities could be expanded feirly repidly, if additional
markets could be found. Apperently the Somall government has
80 far shown little interest in this aspect of sconomic relations
with the bloc, but by getting aven a small part cf the bapana
trande, the USSR might try to establish a precedent for future
expanslon,

ZURISIA | |

87. Although the Tunisian government remained cautious
towardas bloc aid offers and no major aid or technical assiatance
agreements were concluded during the rirst half of 1961, the
bloc has pursued its efforts to expand and diversify ita economice
relations with Tuniels (1). It will be recalled that by the ond
of 1960 Poland had extanded a 88 million lineg of credit.

Atd

88, The USSR offered to congtruct three small enrth dams
in North-west Tuniein ocnd to assist in the establishment of an
engineering school ot the Tunis Uaiversity. A teem of experts
was ocheduled to go to Tunisia to negotiante the final egree-
mcnt. The major part of the cost of the bullding of the dams
is -xpected to bg provided by Tunisila, as these projects arc
highly labour intensive, and the foreign excheonge requirements
would amount to about %7 million. A Soviet delegation hasg alao
been in Tunisia to discuss agricultural, housing and cultural
projscts.

89, Bloc efforts have also centred on projects in the
rficlds of_nublic_worka housing and town planning. The

sarly Augus ™tho DN oxtend o n Befes nilriom
credit foP the conmtruction of oevarnl amall carth d mi nnd

a technienl ochoocl in Tunizsia. o
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TUNISIA (contd)

Tunislan Seeretarint of Public Woerks and Housing has reportedly
accepted the assistance of thirteen Czech btechnicians in heavy
equipment maintenance, and sixteen Bulgariarn architects and
engineers, who are in Tunisio on a two-year contract. They will
build, inter alias, roade in various adminietrative districts of
the country. A delegation of Bulgsrisn city planning technicians
visited Tuniela in April. There has been no further indication
as to the utilieation of tha 88 million line of credit which
Poland extended at the end of 1960. A aum of #1.6 million has
apparently been ssrmarked for a light metal products factory,

and Polish engineers are working on a design for a shipyard at
Bizerta for the building cf fiehing boats and other small vessels,
A textile mill i ancther project envisaged to be finnnecd partly
under the Polish credit. A Polish group is developing proposnle
rgr the construction of workers' housing in an industrial suburd
o' Tunisas, '

Technical Aspistance

90. Negotistions have been reported between the Tunisinn
Information Beeretariat end Czechoslovakia in the field of film-
making and editing. Under an agreement signed with Bast Germany,
Tunicin is expected to receive some aseimtance in the field of
redio and televigion. By mid-1961 about 50 bloc technicians coming
from European sprtellite countries and obout 10 USSR speciniists
were reported to be working in Tunisla. A small number of
Tunisian technicimne left the country during the peried under
review for & six-menth training course in Poland in ecotton-
spinning techniques. Up till then, the number of Tunislian students

Trade

9. Tunisis has seven trade and payments agreements with
the mnin Buropenn satellite countrien, the USSR and Communist
China. During 1960 she imported an smount valued at 6.7 million
of goods from the bice, as compered with «2 million during
1959, but her experts were reduced from 4.7 million in 1959 to
A3.9 million in 1960. Total trade with the bloe represents less
than 5% of Tunisin'e foreign trade, the main bloc trading partner
being Czechoslovakia. A trade protocol with Czechoslovakia for
1961 wnm signed, providing for an increase of 50% in the trade
volume betwecn the fwo countries during 1961.

OTHER AFRICAN COUNTRIES
OQAMEROON

DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

92, A Soviet migsion vieited Camercon ot the end of Mnrch 1961
for discussions -on the developmesnt of cconomic relations betwsen
the two ecountries. HNo agreement was shnounced, but a public
statement ‘114 that there were considerable hopes of the two
gountried coneluding an agregmsnt on gcqnomie co=operation.

RATO CONFIDENTJAL =~ ~22e

reported to have been trained in bloc countries had been negligible.
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OTHER AFRICAN COUNTRIES (contd)
CONGO

93. A communiqué issued in Cairo on the 17th March by a
representative of the "Stanleyville government” anncunced the
glgnature of & trade agreement with Czeohoslovakia on the 6th
ua{ch. However, this agreement seems to have only a propaganda
VOaLUS,. - ‘

LIBYA

34, A Libyan Parlianentary delegation visited the USSR,
Czechoslovakia and Bast Germahy at the beginning of May, while a
S8oviet commercial delegation wes reportedly in Libya in April,

NIGER =

95. A Czechoslovak economic mission visited Niger in late
Japuary and early February, offering an economic ald programme,
ncholarshipa for advanced atudy training courses in iandustry
and agriculturs, the provision of Czechoslovak exports and seien-
tific and technical co-operation. Niger announced its intention
to send in return a mission to Frague.

- SUDAN .

96. Attempts by the Soviet Union and Communist OBina o
increase thelr influence in thie country were continued durinz .he
first half of 1961 (1)«  Commuinist China staged for the first time
in the Sudan an exhibition illuatrating China's eccnomic achieve-
mente., This exhibition was held in Khartoum in March 19el. By
the end of April, the Council of Ministers agreed in principle to
conclude & trads agreement with Communi. t Chine, Although there

has been soms trade on a bartep basis, this would be the first
formal trade agreement between the two countries.

97. In early May, Togo agreed on the Polish proposal for the
etnblishment of trade misaione in Dboth countries, anad on the
12th Junse, the USSR and Togo signed a trade agreement providing
for the supply of Soviet mechinery and equipment, building
materiale and textile goods, in exchange for such Toge products
ga coffes, coocoa beans, o0il aseeds and other agricultural pro-

Uce,

(1) At the end of July 1961 Sudan accepted a $ 22 million credit
from the USER to finance various development projects at 2
2.5% interest rate, and repayable in 12 years starting one
year from the delivery of the eguipment.
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ARGHANISTAN

: 98, Afghenistan remaines the only country where the steady
growth of the USSR's influence haa been based on purely economio
penetration, often in the face of politieal reluectance. This
country waa the Tirst experiment (begun in 1953) made dy the
Sovietns in finaneial, military end technical assistance, used as
a mecna of bringing the country into the orbit of the Boviet
bloc. Soviet influcnce ip Afghanisten’s économic development

haes recently been strongthened by the direct participation of
Boviet planning advisers in the formulation of the Afghanistan
second Flve-Year Plan. For nearly s year a team of up to 24
Soviet planning experts has beon working closely with Rey
ministers of the Afghanistan gevernment in the preparation of
this plan, which resulted in recommendations for investment
targets probably in sxcees of Afghanistan's capabilities. 1In
taking the side of Afghanistan in the Pushtunistan dispute, the
USSR expects to gnin public and officisl support. In order to
balance this pressure, the Afghanistan government has been
gecking to intereat industrialised NATO ¢ountries in its develop-
ment programme (France, Italy, West Germsny, United Kingdom,

Ald

99. No new major bloe grante or c¢redits were announced in
the first half of 1961, In April the Afghanistan Prime Minister
discussed in Moscow the prospects for further economic co-
operation., Unutilised Boviet sgsistance commitments atill exeeed

100 million, But they have been completely earmarked for pro~
Jects already planned. The Afghanisetan government hag been
Besking rdditidnal forclign apsistance from both the bloc and the
free world for 1ts second Pive-Year Plan, beginning in September.
The Moscow announcement in April suggested that agreement in
principle for additional Soviet assistence was renched, and there
were rumours that the amount considered was about 300 million,
leaving room for a similasr amount of free world aid to be extended
for the implomentation of the new Pive-Year Plan. In keeping
with ite conception of ncutrality, the Afghaniston government
has welcomed recent United States offoers of assistance in planning.

100. In general, the implementation of Soviet assistance
projects has proceeded satisfactorily. The USSR gave high
priority to the conatruetion of the Kushke - Kandahar road. A
10 km. railway apur has been completed from Russian territory
Afghenigtan, ostenscibly for the purpose of expoditing dellveries
of equipment and material needed for the consiruction of the
road to Kandahar. Purther progress has alsc been reported on
the Noghlu dam projeet. During March, a Soviet survey team
visited the Lower Helmand& Vslley, which gave rise ito rumours that
the USSR might be interested in the building of & dam in this

NATO CONFIDENTIAL =2y~
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AFGHANISTAN (contd)

area, adjacent to the Iranian border, About 200 Soviet and
Rumanlan technicians continued %o mske exploratory drillings in
the ollfields of Northem Afghanistan. Notwilthstanding eariiler,
more optimietic, reports, only onc ©il well capable of commercial
produetion has so far been discovered. Although the develop-
ment of the field will probably take some time, at the sugges-
tion of the Soviet planning advisers Afghanistan is considering
me consiruction of a small refinery in ite second Pive-Vear

an. S | L ,

101. . Except for limited Czechoslovakian assistance for the
building of a souple of small indw+trial plants (fruit proces-
sing and ecement manufacturing) bloec assistance in Afghanistan
has been extendsd almost excluesively by the UISR.

chnical wmwm«muoo

102, During the first half of 1961, 1,310 Soviet bloc
civillan techniclans and workers have been reported to be present
in Afghanistan, which indicates an ineresasse of more than 250
additional bloc civilians over the comparable figure at the
end of 1960. This is by far the largesat concentration of
Soviet bloc personnel in any single countiry; over 90% of bloe
personnel are USSR nationals.

103. The bloe alsco continued its efforts to provide voca-~
tional training in Afghanistan for large numbera of Afghans.
The recruitment of about 700 trailnees for a new technieal
school to be located near the recently~discovered oilifield in
Northern Afghanistan provided training in oil drililing,
rigging and mining, had been sterted at the beginning of the
yeer, and the school will be Soviet-staffed. More than 1,150
Arghans have repcrtedly received training in come truection work,
and other crafts, at a training centre north of Herat from
Soviet ingtructors. There have been eome rumours that the
Afghanistan government may not renew its arrangement with the
Turkish Army to supply military instructors to Afghanlstan,
and the Chief-of-8taff of the Afghan Army has indicated that
for the time being no more Afghan personnel will be sent to
the United States for -''itery training. The Afghanistan

government has sent a £ 80 trainees to Czechoalovakla
for military ground sraintng. These recent develop-
ments seem to indicat. .... inereasing dependence of Afghanis-

tan on the bloe for militory equipment and supplies.
Trade

104. Although data on Afghanistan's foreign trade are
scarce, it seems that therc has been no major change during
1960 over the 1959 figures. The increased tension between
Pakistan and the land-locked Afghanistan will probably affeot
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AFGHANI STAN (contd)

the 1961 trade with the fyee world, and especially with Indis,
te the advantage of the USSR, thus further etrengthening
economie links between those twe countriess

105, On the 3rd June, Afghanistan aigned her first trade
agreement with Bulgaria, but soc far no targets have been gpeol-
fied. The Afghanistan government also signed, at the begin-
ning of the year, a new contract for Soviet consumer goods
valued at £990,000. Goods delivere updsr an earlier, similar,
contract (August 1960 - £300,000) were sald ‘to be of mediocre
quality, but were priced as miech as 50% below the prices of
gimilar goods on the Kabul market. During the period under
review, special trade inducements in the form of discounts and
eredit terme were offered by Afzhanistan's two major bloe
trading partners, the USSR and (Czechoslovakia, for the pur-

~chage of 250 lorries and 200 passenger cars, including spare

parts. The USSR continues to be by far Afghanistan's most
important trade partner, accounting for about 30% of total
exports and imports.

. BUBMA

106. Past experience of economic relations with the
8ino=-8oviet bloe countries in the fields of aid and trade has
bean rather disappointing for Burma. Over the years Burma
has been keeping substantial credit belances with thebloc which

- she could not utilise. The USSR aid programme met with con-

siderable Burmese ariticism, and the relations with Communiat
China deteriorated until the second half of 1963, The signature
of the Sino-Burmese boundary treaty in Qctober 1960 marked a
turning point in the Communist Chiness ~ Burmese relatlons.

A trade agreement was signed soon after between the two coun-
tries, followed by an economic and technical co-~operation and a
payments agreement. China has now emerged ao the most impop-
tant bloe mource of influence in Burma, replacing the USSR, who
had been particularly sctive during the period of tension batween
Communist China and Burma.

107. On the 9th January, 1961, it wns officlially announ-
ced that Communist China had extended to Burma the largest
eredit she has ever offered to 2 free world country. Tus gree-
ment provides for an interest-free loan of #84 milllon, to be
used for economic development during the next six-ycar perlod
ending in September 1967. Repayment 1s to be made in ten annual
instalments beginning in 1971, and will be made either in the
form of Burmese expaorte or, "in a curreacy of a third eountry
agreed upon by China". No specific projects have yet been .
seleetod fop the vtilisation of the ecredit, but the loan 1s to
be used to construct projects mutually agreed upon, to purchase
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BURMA (contd)

industrial equipment, to pay the Communist Chinese #echnicians
in Burme, and the Burmess trainees in Chinsa.

108, Congtruction of the Boviet gift projects wns nearing
completion in the pericd under rowview. The geological institute
was ready for utilisation in June, the hotel was completed,
except for the inatallation of air conditioning equipment (to be
provided by a United States company)} and the hospital is scheduled
to open in August 1961. Soviet apecialists will take care of the
staffing and maintenance problems of both the institute and the
bospital. The long search for personnel to manage the hotel
continues, with an Israelil firm now the favourite, A Pan-American
Alrwoys hotel subsidiary's offer was finally rejected by Burma,
reportedly because of Soviet objeetions.

109. ' The new Pour-Year Plan is heavily dependent on foreign
aid, and the Burmese government has made it clear that it is
hoping to obtain subatantial o1d from both the Bast and the West.

Technieal Assistance ' o |
) i

110, © In mid-May there were 26 bloe technicians in Burma,
all from the USSR. Twenty were involved with the gift pro-
Jecta, znd will probably leave Burma in the near future. Three
Soviet agricultural experts are preparing a final report on
Soviet agricultural assistance to Burma, and three Joviet
medical axperts arrived to help staff the Boviet-built hos-
pitals No Chinese Communist technisians have yet arrived in
connexion with the implementation of the January 1961 tech-
niczl aid agreement, and & number of Soviet specialists will be
posted to the geological institute. Burma has apparcntly
expressed some concern about the number of USSR technicians
who will ataff the varioue gift inotituticno. The Chinese
technicians who will be sen: under the January credit agree-
ment will not be provided with a standard of living higher than
that of their Burmese counterparts and this clause seems to
have plensed the Burmese.

Irade

111, Burmeae importa from the bloc during the Cirst quarter
of 1961 show a substantial decline from the level achleved
during the comparable period in 1960. The shrre of the bloc In
total imports during the first guarter of 1961 accounted for
only 7% as compared with 13 during the first guarter of 1960.
The deecline 1s Aue mainly to the drop of imports from Com-
munist Chinn. Trade between the two countries, however, can be
expeoted to inerease in 1961, especially Burmese imports from
China. PFirst quarter 1961 figures show a sharp rise in Burmase
exports to the bloc compared with exporte during the same perioed
in 1960, The Chinese are expected to purchass about 350,000 tons
of the 1960/61 Burmese rice crop, most of it to be resold by
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BURMA (contd)

China to Cuba and Ceylon. The res~exports to Ceylon of Burmese
rice bty China has become a ueual practice, and Burms has
apparently not objected to reeales to Cubn.

112, The payments agreement with China, signed in Januonry
1961, provides for the eatsblishment of a clearing account in
the central bank of each country. The accounts are to be
balanced at the end of sach fisenl year, and net eredits in.
excesa of Kl.l4 million are to be levelled off within 8ix months
through shipments of goods or paymente in s mutuslly-sgreed third
purrency. o :

113 As of 4th May, 1961, Burma had a net eredit balance
with the bloe of about 89 million, the USSR accounting for almost
the entire amount. It has been reported that the USER is to
provide Burmn wiih 32,000 tons of petroleum products, including
kerosene, high-sp-ed dicsel oil, gasoline and furnace oil. The
Soviet bid is reported to have been slightly lower than those of
the two competing international ¢ ompanies, Barring the dis-
covery of nhew domestic sources, Burma will have to rely increa-
singly on imported jp¢ -oleum producta and the purchaase of Joviet
products may afford a chance to utilise the credit balance
she haosg with the USC

1l4k. On the 20th February, Burma signed a trade agreement
with Czechoslovoki , renexirg the trade links which had been
severed in 1959 because of Burma's dissatisfaction with the
rceaults of her trade with the bloe in genernrl.

115. On the occasion of the vigit to Burma of the Friend-
ship Mission from Communist China, led by Prime Ministcr Chou-
en-Lal and consisting of more than LLO delegntes, a Communist
Chinene industrial exhibition covering 4,50C square metres and
including more than 4,600 industrial and agricultural prodwets,
waa officially opened.

CAMBODIA

116, Commvn 't China from which Cambodin was the first
oountry to rec:... frinancisl assistance (#22.4 million on
26th June, 1956), has continued to play by far the most impor=-
tant role in economic assistance extended by the Sino-Bovict
bloes At the end of 1960, substantiel aid offers were made to
Prince Sihapnouk during his visit to Czechoslovakias, the USSR and
Communlat Chinae

Aid
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ALd

117. The moat important development during the pericd was
the arrival of delegations of economic expsrts from the USSR,
Czechoslovekla and Communist China in March 2nd April to nego-
tiate specific projects under the new aid agreemsnts.

118. The Soviet hydro-elestric experts studiesd three eites
for a dam, which would roughly double cloectric power output in
Cambodia, at an expected building coet of Mo million. In
addition, thas USSR is considering the study of ths fecsibility of
a dam construction on the Mekong River. The Soviet Union has
also offered a technical college and a formal agreement on this
project was signed on 24th June. The college will be situated
at Phnom Penh, and will provide accommodntion for 1,000 atudents
in five faculties, The USSR will provide about 25 professors
and lecturers and five interpreters for an iritial perilod of two
yearss The buildings are to be completed by 196L. The first
members of the S8cviet geological survey team which is to make
a complete survey of Cambodia's mineral resgources nrrived at
the some time as the Soviet delegation. Although the 500-bed
Soviet hospital in Phnom Penh, which has been completed under
a 1957 USSR grant, hns been in use since December 1960, there
have been some criticiems on the relatively high charges, the
fact that the Soviet doctoras csould speak neither Cambodlan nor
French, and the alleged corruption among Cambodiasn personnel,

119. Although an economic agreement between Czechoslovakia
and Cambodia had been signed on the llth February, 1961, negotin-
tions ran into considerable difficulties concerning the three
projects envisaged: a palm sugar refinery, a tyrse factory and
a tractor anssembly plants The Czechoslovak technicians reported
that the Cambodian officials were rather unco~operative; to
arrange for the proposed palm sugar refinery, the Czech dele~
gation refused Cambodia's proposal to repay for the tyre fac-
tory with tyres produced at the plant, while the Cambodlians
considered the cost of the factory to be too expensive. The
Cambodian experts have been questioning the economie feasibility
of the tractor assembly plsnt. A Czechoslovak offer of an
ammnition factory was cancelled by the Combodian authorities
in January, '

120. Communiet China begen implementation of several small
projects agreed to under the #26.5 million grant extended in
December 1960, 8ix Chincse railway technicians arrived in
Phnom Penh on the 23rd March, to help with the construction of
the railway to Sihanoukville and three Chinese navigation
officials arrived to negotiate thz establishment of a jointly-
owned shipping company.

121. . Since November 1960 the textile plant constructed under
the Communiat Chinese 1956 grant has been operating at full
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capacity, but the departure of all the experienced Chinese
technicians mny have an influence on the future effictent
operation of the factory. The paper factory, conatructed under
the same credit, was operating nt 70% of copecity in May 1961,
owing to diffieulties encountered in nstalling the machinery
and the lack of bamboo supplies; a bamboo replanting programme
has been started in the Kratie province: The private plant hos
been in partial production since OQOctober 1960, but the lrck of
domestic demind and the inferior guality of the products are
hampering sales. The cement foctory is not expected to be.
completed until 1963, As of FPebruary 1961 the costs of the four
factories amounted to #20.6 million. It ia anticipnted thot =
large part of the additional sum of A11 million offersd by
Communiat China to -finlsh nnd expand the existing factories will
?e used to pay outetending debts snd to complete the cement
actory. :

Technical Asagataneg’

122, Puring the first six montha of 1961, an eatimatod
total of 310 bloc technicians were present in Cambodia, of
which about 240 were Chinecse, 50 Soviets, about 18 Czechoslovak
and about 5 Pclish. The departure of Soviet personnel from
the gift hospital and Chinese technicians from the four factories
mentioned above were more than offset by the arrival of the
delegations of experts in chnrge of the preparation of the
implementaticn of the new bloc 2id accepted in November and
December 1960. The number of Sino-Soviet bloc personnel in
the country, mainly consisting of Communist Chinese technicians
and speccislists have been constantly inereasing sipece the end
of 1956, They numbered 175 {of which 15% wers Chincse) at the
ggg of 1959, and 235 (of which 210 were Chinese) by the end of
' Qe S S _

123, Cambodian technicians trained in Communist China
have been inereasingly replacing the Chinese personnel in the
four factories mentioned above. Eighty~five Cambodlan tech=-
nicicns were still studying in Communist China during the
firet half of 1961. Of these, 68 were trainees for the Com=
muniet cement plant, and 17 were studying electrical teech-
niques. A few Cambodlisn students werc reported to be at the
Patrice Lumumba Friendship University in Moscow, and about a
dozen left the country for academic studies in the bloc at
the end of 1961.

Tprade
124. Before 1957 Combodian trade with the bloc had been
negligible, but by 1959 exports to the bloc reprcsented Lo3%

of total exports, and lmports from the bloc represented 9.5%
of total imports. The value of Cambodia's trade with the btlee
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more than doubled in 1960 as compared with 1959. The increase
of the exports was dua to sales of rubber (s2bout £3 miilion
worth to the UB3R), and of rice (to Czechoslovakiam's, By the end
of 1960, exporta to the bloc represented 10% of total exports, and
were valued at 87 million. Imports from the blce, consisting
of a wide range of commodities (testiles, machinery, transpor-
tation eguipment, mainly from Communist Chine and partly from
Czechoslovekia and the USSR}, reached 15% of total imports,

and were valued at about 15 million, representing a 250%
increaBse, It appears that there will be a continuing trade
deficit for Cambodia, and that the amount of commercial importas
from the bloc financed by Cambodia with bloe grants might not
prevent a deficit in the clearing account. Cambodian officizals
are viewing with increased concern these growing deficits
because, if they continue, they may necessitrte substantial
settlementa in £ sterling. Cambodia negotiated a new trade

and payments agreemgnt with Bulgaria in April. An Eaat German
trade delegation went to Cambodia in May to implement the trade
and payments agreement signed in 1960. An air service between
Phnom Penh and Indoneain has been started, with Czsch alircrart.

- MISE EN LECTURE PUBLIQUE

CEYLON

125. 8ince the formation of Mre. Bandaranaike's govern-
ment by mid=-1960, the cconomic and political situation in the
country seems to have beem slowly developing in a way favouring
incrensed bloe economic penetration. The dbulk of the financial
nid was extended between September 1957 and September 1958, by
Commniast China (#26.3 million) and the USSR (February 195é -
A30 millton), but, two end a half years later, less than 10%
of these credite and grants have sctually been drewn. The
economic poliecy attempting to "Ceylonise" and to nationaliae
important induatrinl seotors (and thus discouraging private
investment), in the absence of practicel development plans znd
administrative efficiency, combined with chronic budgeb deficlts
and unfavourable balances of trade in recent years, seems ta
indicate that the government will have to rely inereasingly on
foreign assigtance. Some members of the government have been
actively éeaking economic assistance from bloc countries.

ALd

126, No new economic credits wore extended by Sino-3oviet
bloc cocuntries during the first half of 1961, since consider-
able amounts of credits had been outstanding for years,
awaiting opportunities for utilisation. The bloc concentrated
its efforts on implementing the gjo million Soviet 1line of
credit of Pebruary 1958 snd the #15.8 million Communist Chincse
grant of September 1957, but few projects have so lar progressed
beyond the planning stage.
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127 Ceylon has now approved eight of the proposed pro-
Jeots under tho Soviet aid programme. The most recent approval
concerns a cold storage plant for 200 tons of fruit =and vege~
tables, to be constructed at Kanay. The total cost of the plant
is estimated at A210,000, and Ccylon is to provide at least
#52,000 for part of the material expenditure. Soviet spccialista
are completing a survey for a flour mill (capacity: 70,000 tons
of wheat) and a grain elevator (capacity: 20,000 tons of grain).
Another group of Soviet cxperts arrived on the 22nd March to
survey peat deposits and to asaess the prospects for economic
developmente The USSR is also helping with the sugar plan-
tation echeme intended to make Ceylon less depcndent on imports.

128, The Binghalese Minisipry of Transport and Works hes been
considering the uase of about #6.3 miliion out of the 1957 grant
from Comnuniat Chinu to obtain reilway rolling stock. HNogotiae
tions regarding the three-year old Chinese offer of a textile
mill, including spinning and weaving machinery were continued,
but so far o contracts have been aigned. -

Technical Aaa;atgage

129, About 45 Ploe techniecians were reported to be in
Ceylon during the period under review. The deporture of Czech
techniclians after the completion of the sugar mill at Kantaiat,
was more than offset by the arrival of Soviet and Chinese
experts, who came for preliminary surveys and studiea.

Trade

130« The annual protccol to the five-year (1958-62) rubber-
rice barter sgreement between Ceylon and Communist China wae
signed on 4th April. It provides for the axchange of 31,000
mctrio tons of rubber for 200,000 long tone of rica. The
previous 1960 agreement called for the exchange of 17,000 metric
tons of rubber fopr 160,007 long tone of rice. Chinesc rioce
commitments ere generally met by imports from Burmane.

131, On 29th April, Ceylon concluded her first trade agree-
ment with East Germany and agreed on the establishment of a
permanent Eaat German trade representation office in the country.
Ceylon now has trade and payments agreements with all the Soviet
bloc countries (eoxcept Albania), es well as with Communist China,
which remains by far the most important bloc trading partner.

- 132, During 196G, Ceylon imported less from, and oxported
more to the bloc than during 1959 in an effort to redress her
trnde deficit with the bloc, which had deteriorated during
1958 cnd 1959. Imports from the bloc during 1961 will, how.var,
probably increase ngain, poBsibly including such products os
Soviot oil.
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ANDIA

133, No major change in India's sconomic relations with the
8ino-Boviet bloc during the first half of 1961 is to be reported,
The success of the Ald-to-India consortium meetings in April and
May has further consolidated the view that India will not r=ly
on more bloc ald than can be absorbed without getting dan-
gerounly tied up with the Soviet Union. Nevertheless, the USSR
succeeded in maintaining its position in this country in spite
of the growing tension with China over border incidents.

ALd

134 There were nc new bloc credits extended to India during
the six-month period under review (1). In March 1961 the Hun-
gerien Deputy Prime Ninister announced in Delhi that Hungary
wae propared to participate in Indis’'s economic development and
offered a #416.8 million ocredit (1). This would constitute the
first Rungarian loar to India and the largest singic eredit
extended by Hungary to a free world country. Hungary was said
to be willing to sesist in the establishment of aluminium plants,
geamlcecga tube factories, flour mills, pharmaceutical products
end sheet glass factoriea.

135, Agreement wasg reached on the utilisation of the A125
million line of credit extended in Auguast 1960 by the Soviet
Union. A sum of #M65.7 million has been earmarked for a new oil
refinery in Gujarat (capacity: 2 million tons of crude oil
annually) and for exploitation, development and production of oil
and gas in various areas (Cambay, Ankleavar). To date, the bloc
haa extended credits totalling about #1800 million for the develop~-
ment of Indiam's government-owned oil industry. The new agreement
provides in addition for the conatruction of a 480,000 kwe hydro-
electric power plant at the Bhakra Dam, a coal-washing plant
(capacity:’ 3 million tons a year) and a factory for refractory
material (capacity: 25,000 tons of magnesite).

136, Rumours have been going on that India plans to sign
anh agreement with the USSR for scientifie co-operation in the
pcaceful uses of nuclear energy. The agreement might cover the
financing and the building of nuclear power stations, the mining
and production of uranium and the training of Indian scicntists
in the USSR, but it now seema certain that the USSR will not
participate in the construction of India’'s first nuclear power
station =t Tarapur.

137. Pdland signed an agreemcnt for the first project to be
obligated under the Polish credit of £30 million extended in
May 1960. & sum of £3 million has besen esarmarked for the con-
struction of a machine-tool factory at Hyderabad in South-
eagtern Indis.

(1] : [ st. India accepted a B1b.8 miliion credit
?go;hgggggrgffégggndﬁstr1al devefopment at sn interest rate

disn orts in 8 or ears and
gﬁd%fi ﬁagegaggb eaggugging %gpabout Elh mil? gn from Czecho=-
siovakla, br nging the total Czech aid .. Indla for her
third Five-Year Pian to #83 million.
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138, Bloe pnrticipation in the economic development of
Indin is bound to increasc during the third Pive=Yenr Flan,
startcd in April 1961, S8oviet countrics are committed to
provide about %775 million financisl aseistance to India for
27 projects included in the pubiic ssctor, part of which had
buen c¢xtended carlier for projocts corricd over from the accond
Five-Year Plan. Bloc =sid will continue to concentrate mainly
on such fields as steel, hoavy machine building, petroleum and
power., The Bhilai steel plant, which is the only major bloce-
asaisted projcct that has so far gone into produection, is -
expected to be opoerating at 1ts present full capacity in the
very near future, This projsct, which absorbed about 25% of
the tutal bloe aid and wes started in 195%, hos not yielded,
according to some reports, the pelitical propaganda benafits
that the Soviet authorities bad apparcntly antiecipated and
gome Indian-Soviet friotion was reportedly ncted over the
detnailed, indapendent Joviet supervision of this major project.
Nevertheless, expansion of the plant's capacity from the present
1 million tons of steel to 2.5 million, have been initizated with
further Soviet sassistance,

139, Recent reports indieate that the Soviet bloc is trying
tn esteablish a unified agency for Soviet and Europesnn satoallite
ceonomic nasiatance to India, designed to facilitate the manage-
ment of the large-scale Soviet bloc assistance programmes, as
well as the inter~bloc multilaterisation of aid. Indin would
undoubtedly derive advantages from such an organization.

Techpical Assistance

U0e  With the virtual completion of the Bhilal projeet,
employing up to 380 Soviet technicians, the number of bleoec
teehnicinng in Indic dropped from 736 during the second half of
1960 to about 640 during the first six months of 1961. The
largest group compriaing Soviet and Roumanlan technicians, s
now working on the various patroleum projeets. The overall
figure is expected to incresse again as the third plan gots
under way. According to the reports available, India continuea
to be gensrally favourebly impressed by the conduct and per-
formonce of the bloe technlelans,

. Fifty-Tive Indian technictens departsd during the
pveriod under pevicw for a nino-month teaining pertod in oil
refincry operations in the USSR. An Indian oil delegation
started a two-month visit to the USSR and’ Czechoalovakin in
late Junc to study bloc petroleum technigues. Thess new depars
tur<s comc in additict to the X Indish teechnictans currently
receiving troining in oil rofinery operations in Roumania.
Apart from training in the rield of petroleum technology, LO
Indians nre being trained in the U3SR to fly the recently-
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bought Scoviet aircraft and 35 Indians are being trained in
Czechoslovekia in connexion with the foundry-forge project
under construction with Czech apsistance.

Trade

2. Indie's trade with the bloc Aduring sarly 1961 con-
tinued to show a slight incresse, the USSR remaining the most
importent blee trade partner, accounting for more than half
of India'a total bloc treade. India has rupee payments ngree-
ments with all the bloc countrices, except Albanla and Com-
munist China. This factor and the country's close adhzrenco
to the annual commodity lists of the bloe trade agreements

hos enabled Tndia to control earefully its trade with the tloc
countries.

k3. As mentioned in the pwevious report, Indis had si.ned
several contracts for the purchase of Soviet aircraft by tho
end of 1960. In March 1961 it was agreed that 30 Soviet
technicians would go to Indis to teain the airforce crews in
the operation of thess aireraft. In April, Indin purchaser
cight MI-4 helicopters, and there are indications that
additional purchases of air transport equipment might be
made in the future, By =arly June, some deliveries hed been
made and the squipment was being put into use.

INDONES

1l Developments in the bloe economic offensive during the
firat aix months of 1961 have been concentrated around two major
factora: Communist China'a improved relationshlp with Indo-
nesia and the conclusion of an additionsl military aid agree=
ment with the Soviet Union., Indonssia is now the country which
has received the largest amount of 8ino-Sovist blorp nid extended
to o single country. 8ince February 1956, 2 total amount of
over #1.1 billion has becn extended {equivalent to Bl3 pe.
inhabitant), about half of which was for military purposss.

The most recent military aid agreement between the USSR and Indo-
nesin provides for the delivery of items having an estimated
value of more than #325 miilion. These credits will substan-
tially incrense Indonesia's foreign debt, and may affect the
poselbility of her attracting morce foreign pssistonce for her
ambitious eight-yeor plan.

Atd

145« In an effort to improve its relations with Indorosin,
Communiat China took the initistive in re-opening negotiaticna
on her offer of a crcdit of £30 millicn for three textile plantas
This offer had originally becn made in 1959, but wns cancolied
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by Indonesls in January 1960 becauge of the tennce situation
between the two couniries, resulting from Indonenia's campaign
to reatrict the economic activities of ita local Chincse popula-
tien, In April 1961 the credit was re-acccpted. The #30
million, extended in Swiss francs, 1s repayable oveur a period of
twelve yenrs at an interest rate of 2+%. The agrcement anlso

_reportedly provides for Indonesian technicians to be vent to

Communist China for one-ycar periode of training and for Chinege
experts to be employed in Indonesisa,

146. It was announced by the end of May 1961 that Roumania
had offered a credit to Indonesia, but further details on thio
propenaal became aveilable only during the second half of 1961,

It has since been revealed that & Roumanian~Indonesian joint
oommisnion, set up alfter the visit of President Sukarno to
Roumania in June, had declded to open a credit of #50 millicn for
the development of the production of crude oil by a government-
eperated Indonesian oil company. This ia the first time Roumania
hns shown interest in Indonesis's economic development. The ornly
ether new credit for economic purposes from the Sino=-3oviet bloc
during the period under review came from Bulgaria(l), who granted o
loan to Indonenia of 8% million, to be repaid within eight yeare
at 2%% interest, for the conatruction of unspecified induatrial
enterpricen,

147. In Pebruary 1961 Indonesia and the U3SR cigned o
protecol npecifying some industrial projects to be constructed
under the 8250 million line of credit estaeblished during Khrushchev's
visit to Indenesia in 1960. Among these projects are a lorge
hydro~electric plant, an aluminium faectory to be constructed irn
North Sumatra, a chemical plant in South Sumatra ond a large iron
and ateel plant in South Borneo. Ho precine information 1s
avalloble on the estimated coast of these projects. On 1Lth
January, the USSR and Indeneslsa signed & centract for the
gonntruction of two nuclear reactoras valued at g2.2 million
under the spme credit.

148, In asddition, several ogricultural projects were nego-
tisted during the periocd. A contract wan aigned for tho construc-
ticn of a phosphate plant in Java. The Foreisn exchonge cost of
the project has been entimated at about B8 million, and will be
charged againat the atill outstanding part of the 100 million
line of credit extended by the USSR in Scptember 1956  Somc
reports have indiecated thet the USSR might build two omall osteel-
works under the 1956 loana; the first with a capacity of 400,000
tons would be located at Meorak, and the secend, with o capacity of
250,000 tons, in Socuth-East Kalimantan.

A s el

(1) In August Indoncsia accepted a £30 million credit from Poland,
and in September a similar amount from Hungory. By the ernd of
the yeor 1t wos revealed that Indonesla had agrced earlicr on
an unapecified amount of Czechonlovak ald.

NATG GONFIDENTIAL - 36~

L e @ -




DECLASSIFIEb - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

INDONESIS (contd)

149, 4n asgreement for co-operation in scilence was also olzned
by the USSR and the Indonesian Council for 3eciencen, providing for
the exchange of scientiste. It was reportcd that at the same time
the Soviets offercd to conatruct a satellite-trackinye station at
Bandung University. The expenditures involved would probably ceme
under an earlier line of crgdit.

150, Under the £33.6 miliion extended durirg the summer of
1960 by Czechoslovakis, Indoncsis will be supplied with 2,500 lorries
gnd 2,000 railwey waggons, in addition t& machinery and cquipnent
for a reilway waggon factory, to he built in Eant Java. An carlier
agreement had becn concluded for the construction of a Zh.h million
cement plant in Scuth Celcbesn.,

151, 1In the economic fisld, the blogc has generally succesded
in identifying itself with high-priority prestige projecta in
Indonenia, but few concrcte resultn are yet apparent, The inobility
of the bloc to convert even long-standing agreements quickly into
demonstrable recults is apparently duc in part to 3oviet inexperienco
in construction under tropicsl conditions, but malnly to the
pdministractive inexperience of the Indonesiann, lack of okilied
Fubour, and local currency problems, For instance, the conntruc-
tion of the Aclan gomes stadium in Djskarta, the vrimary showpicce
of the USSR in Indonesia, has met with continuing difficultiles,
In corly 1961 the Indonesian Army moved @ construction battalion
to the stadium nite, and Indonesians replaced Soviet engineers in
charge of conztruction, and since then progress has improved.

152, Up toe the end of 1960, lndonesiaz had purchased a total of
B206 million of bloc military equipment and training, as compared
with #260 million in the frec world. A protocol to the Soviet-
Indonesian arms agrecment, announced at the end of 1960, was slgned
in Moscow on the 10th Junc, providing for substantlinl increases in
Soviet mllitary aigd. This proteccol provides for an additicnal

£75 million credit., Tthe grand total since 1955 of credita Cor

military purposes has thus reached at leact 8580 millien and, if
diacounte are added, the total actual value of military aid extended
by the tlcc may be estimated at over 800 million,  The rcecent
developments will increane the ulready serious dependence of
Indonceia's navy and air force on bloe replacoment parts and
oervices and might give the USSR its first oppertunity to gain a
significant foothold in the gencrally anti-Communist army.

153, This coneiderable military effort in bound to have
perioun repercussiong on th¢ cconomic devclopment of the couniry.
The annual per capita income of Indeongala io generally eptimated
at between 60 and $100, and the new credit agrecmont with the
USSR recpresents #3.5 per head, not counting earlier expenditures.

_3?—




“DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

ATO CONFIDENTIA 3B
_ T to '
LC/127-D/G4

INDONESIA (contd)
Technical Assistance

16L4s There has been little increase in the relatively small
number of bloc techniciane in Indonesia é#uring the period under
review, The reduction in the number of Soviet personnel working
on the Aslan games stadium project was more than offset by the arri-
val of technicians to work en other projectss Under the April 1961
aid agreement, Indonesia hag now agreed for the first time to
receive Communist Chirese techniclanas. The small number of bloc
techniciane in Indonesia (now estimated at 180) is yet another indi-
cation that so far much haz been promised, but little accomplished,
The USSR has recently shown increased interest in the development
of Indonegia's petroleum industry, and is expected to send two
petroleum engineers to Indonesia, in addition to the three Rumanian
specinligts agsigned to Indonesia in September 1960. In late May,
the Indonesian government announced that it wonld send 100 petrsleum
techniciens to be trained in foreign countries, and the US3R has
apparently offered to accept the entire group for training at Baku,.
During the firat half of 1961, there was a marked inerease in *
departures of Indonhesiam military personnel for training in the blne
Early in the year about 100 marines left for three montha' traine-
ing, followed in late March by a 260-man navy contingent, including
two submarine crews.

155. A new trade agreement between East Cermany and Indonesia
wag signed in Djakarta on the 15th Februarye. Eagt Germany would
gupply complete factory equipment (to the value of #15.6 million),
machinery, precision and optical instruments, chemical products,
textiles and othar congumer goods in exchange for copper, vegetable
oil, oillcake, gisal, rattan and rubber. The agreement is for one
year, with provision for automatic extension. Trade between the
two countries in the past had never exceeded #1 million a year,
According to the latest available gtatistics, the 1960 trade of
Indonesia with the bloc increased by about 10% over 1959, and three-
quarters of the total has constantly been conducted with Communist
China,. The bloe share in Indonesia's total trade was 9% of her
total exports, and 15% of her total importa,.

NEPAL

156, The assumption of direct rule by King Mahendra in December
1960 has not affected the continued efforts of the Sinco-Sovict bloc
to increage thelr influence in the economic field, and the relations
between Nepal and Communist China have been improving after the
tension resulting from the berder incidents and the Mount Everest
dlscusaions.
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157, Re new Soviet bloc aid was offered during the perlod
under review,and the implementation of the proposed projects mnct
with Aifficulties resuiting from the delays in the dclivery cf
equipment, the lack of local curreney, adverss weather condittions
and administrative 1inertis. Of the five pryje~ts under the
Soviet A7.5 million grant of 1959, only the hospital has reachod
the construction stage, and the first half of the East-West high-
way aurvey was completed in May.

158, The Communist Chinese assistance programme was dis~ussed
onh the occasion of the visit in May of a Chinese delegadion., Two-
thirds of the firast #£12.6 million grant extended in October 1956
was 8till unutilised, and cnly preliminary studiea for the con-
struction of a sement plant and a paper mill had been completecd
under the #21 million grant extended in March 1960, In jwe the
Chinese delegation sgreed to assume the loecal costs involved in

the construction of both these plantse (1).

159, Communist China has renewed her 1956 offer fer the
vullding of a road linking Xathmandu with the Tlbetan border,
Up to now the only rcad connexion between the Nepalese capltal
end the outer world has besen the Indisn-built road from the
Indian brrder to Kathmandu, Up to mid-1961, Nepal had been
reluctant to open the country to more influence from the NHorth,
and alleged that the bullding of t..is road cculd not be Justified
on purely economic grounds (2).

Technical Asgistance

160. By mid-1961, 55 bloc experts were reported to be ln
Nepal, consisting of 4O Soviet and 15 Communist Chinese technl-
clans. It will be recalled that up to mid-1959 Nepal had been
reluctant to accept the presence of Sino-Soviet bloe nationalas
in ita country.

(1) In September 1961, Nepel accepted a new grant of A2.1 million
in Indian rupees, covering the local costs of a tannery and
a shoe factory, to be bullt under earlier grants,

(2) During the 3September viait of King Mahcndra to Peking, agree-

ment was reached on the construction of the road betwaen
Kathmandu and the Tibetan border.
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PARISTAN

161. In srder to pacify the neutralist demand within his country
for grester independence in foreign affairs and fop vetter relations
with the U33R, President Ayub Fhan agreed that the Scviet Union covlA

lay 8 limited role in the develcpment programme of this 3EATO country.
Buring the '‘negotiatione and up to the official ennouncement of tha
eigning of the agreement for Soviet economic amssistance, wild rumours
had been circulating that the USSR was of'fering vast amounts of finan-
clal assistance. The Soviet Ambassador, Kapitoe, went Bo far as to
dlsclose in & Prese interview that aid had been offered frr the develcp-
ment of atomic energy, academic acholarships and for sclving the prc-
hleme of waterlogging and salinity, one of the most dangerous threats
to Pakistan's agricultural development.

Al

I

162, In March 1961, after seversl montha of negotiamtions, a
Soviet lcan of about #30 millirn, to bhe spent over a period »f five
Years and repaysble in twelve annusal instalments beginning cne year
after the start of expenditures, and bearing an interest rate of 23%,
was accepted by Pakisten. Repayment ig to be in rupees, which, acesprd-
ing to the Pakistan Government, will be used by the U3IR mostly for
the purchase of Pakistani goods. The U33R reportedly has given
aacurances that it will not apply for conversion of the rupses usei
to repay the loan into convertitle currency, although the agreement
apparently containe a clause that the USSR could ask for part of sach
annual instalment up to 82 miliisn in convertibls currency., The
agreement will crver the cost of Soviet equipment and technical
gervices in the fleld of oil exploration. Soviet technicians, in
addition to those engaged in operational work, are to traln Paklastarils
in the techniguea of oill resgearch. A special organisation is belng
set up under the Bureau of Mineral Resources of the Pakistan Ministry
of Fuel, 011 and Natural Regources to implement the ayreement. The
firat party of Soviet experts arrived in Karachi on 31st May to start
negctiations for the implementation of the contracts. Press reaction
to the agreement wae highly favoursble, and the USSR has constantly
tried to exploit ite initial edventage, encouraging dissatisfaction
in Pakistan on the rssulte of the "Ald to Pakistan"” conscrtium, qhich
met in Washlington to coneider free world assistance for Pakistan's
second Five-Year Plan. A otatement made by the Sovliet Ambassador
to the fact that more Scviet ald could be expected if Pakistan with-
drew from CENTO and S3EATO met, however, with rather unfavourable
comments in Pakistan's Press, and the government has been insisting that
this agreement should remain on s strictly business baals, and that it
would mot influence the foreign policy of the country. It seems that
a Pakistani delegation may be visiting the U5R to study Soviet
technigues and means of denling with the provlems of waterlogging
and salinity, but no thought has been gilven to seeking additional
Tinancial assistance,
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Trade

163«  During 1960, trade with the bloc inereased considerably
over the 1959 figures, However, the 1959 trade was at the tottom
of a declining trend which had been going on since 1954. Corm -
nist China regeined its earlier lmportant position ss an outlat
for raw cotton from Pakistan. During the second half of 1969,
China was the largest single purchaser of this commedity,and
accounted for 46% of Pekistan's raw cotton exports, but this
predominant position wae in part due to the seasonal decline in
raw aotdon shipments. For the whole of 1960,exports to the blon
reproaented not more than 9% of Pakistan's total exporis,

16l Imports from the bloe, whish had incrcased considerably
during the firat half of 1960, deeclined dAuring the sascond ha f of
the same year, By the end of the year, imports from the European
satellitea, closely followed by those from th» US3k, exceedei fopr
the Tirpt time total imports from Communist Cline, which f=11
below the 1959 figures, Imports from the blie during 1960 iid
not account for more than 5% of Pakigtan'e total importa.

4

]

_OTHER ASIAN COUNTRIES

LAOS

165. Both the USSR and Communist China have reportedly made
lavish promises of aid to Prince Souvanna Phouma during kis visit
te Maseow and Peking in the Spring of 1961. The Russiane declared
their willingneas tc¢ expand economic and tegchnical help in devolop-
ing agriculture, precspecting for minerals, developing tranaport
and communications and alsc to help in the health, eultural and
educational fields. In addition, the USSR would cenetruct a
hoapital and & radic station as gifts. The Communist Chineae
offer was in more general termg, and mentioned the sonstpuction
of a highway to improve communications between the two mountrlea,
These offers are contingent upon the formation of a governmant
prepared to ratify Prinece Souvanna Phouma's acceeptance of them.

166, Prince Souvanna Phouma has aiso esoncludecd agreements
on egonomic and cultural co-operation with Nerth Vietnam. The ae
agreementa have only been described in general terms, but the
eatablishment of a civil airline between the two countrics has
been envipaged, next to the establishment of formal trade
relationsg.

THATLAND
14

167 According to some reports, the Soviet Union has continued,
8o far without success, to press the Thal Government to accept
Soviet assistance.
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THAILAND (contd)

Trade

168. The Thal Ministry of Foreign Affairs anrounced on the
Jrd January that the U33R had offcred tc buy 5,000 tons of rlce
as an initial shipment, and has expressed its willingnesas to
become A regular buyer. This transaction, although of minor
importance, indicated a further Soviet attempt at increasing
trede with Thailqnd. Trade between the two countrics has never
reached #1 million annually in the pasts

LATIN AMERTICGA

GENT I

169, 8inee 1954/55, when Argentina was the moot important
trading partner of tho Sino-Soviet bloo among the economically
underdeveloped countries, trade relations with the bloe have been
declining, reaching their lowest level in 1957, and regaining
some strength in 1958, when slightly more than 5% of Argentina's
total forelgn trade was conducted with the bloc. By the end cf
1960, Argentina had cancelled her bilateral payments agreements
with all bloe eountries except the U3SR, and during the first
half of 1961 the trade pattern started in 1958-60, when the bloe
trade ascesunted Tor about 5% of Argentina's foreign trade, was
continued. Moat of this trade with the bloe now consists of
ocash transactions.

Ald

170« In Qetober 1958 the USSR extended a #100 million line
of credit originglly intended for petroleum equipment, and in
1960 a pretoqol was signed diverting part of the credit ts other
sectors, By mid-1961 only about 215 million of this ersdit had
been utiliseq, Argentina does not seem to have taken any further
action to implement the remaining part of the Soviet credit.

Technical Asaiptance

171 During the period under-review, about 50 bloc economic
technicians were reported to be present in the country, all of
them originating from European satelllte countries.

Trade

172, During the first six months of 1961, Communist China mado
several cfforts to expand trade relations with Argentinae In May,

20,000 metric tons of corn were sold to China, but s Chinese lele-
gation that visited Buenos Alireg in June, with a view to
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ARGENTINA (conta)

egtablishing trede cn a permanent basis, and buying meat, taxt_les
and malze in exchange for machinery and traditional Chincas rr--
ducts failed to reach agreement. The Polish Undor-Secretary - f
State for Foreign Trade visited Argentins in April to try. to
incresse trade and the poessibilities of technical cc-aperaticr
betwean the two countrices, apparentiy without much suceess. The
blnc has not been able so far to supply Argentine with the gnords
she needs, and,ever since 1953 Argentina has been building up
large favoursble balances for which she cannot find sny use. This
1s reflected in the better pcsition that the Burcpean satellites
have been taking in the overall blec trade with the country.
During 1960, as compered with 1959, both expcrsa and imports rom
the USSR declined, while exports to and impcrta from the Bureean
satellites incressed.

BRAZIL,

173. It is difficult to access at the present atage the asc«
nomie relations between Brazil snd the bloe. The policy inaugur-
ated by President Quadros tenied to give the impression 4hat
Brazil's forelgn trade with the bloc ccuntries would increaasa,
The general line of policy frllcwed was designed t~ strengthon
Brazil's overall trade pssition in an effert t- find additional
Jutlets fer its producta.

174, e has been a8 grewing feeling in Brazil that the tloe
is a vast untapped potentiml market, capeble of absorblng increa-
sing amounts of Brazilian expcrt prrducts, This lins f thought
had already appeared t»o the Brazillan gcvernrent by the =nd of
1958, and a number of trade agreement& had been asigned with the
main European satcllite ccuntries and the US3R. As a consequencsa,
contrary to what happened in the case of Argentina, Bracsil's
trade with the bloc as a percentage of her tntzl trade has been
inereasing since 1957 from abcut 2% to L% in 1352 and almcst o%
in 19«0,

Ale

175. It appears that during thc pariod under raview various
offers of economic development credits have been made by Sinc-
Scviet blse countries, The Brazilisn missicn which tcured the
bloe during the spring is believed to have received ~ffers from
Roumania, Bulgaris, Czechcslrvakia, East Germany, Pcianl, Hungary
and the USSR smounting to cver £500 millinn. Thn ac-céptance and
utilisati~n of this aid, which wculd make Brazil ~ne of the largest
recipients of bloc aid in the woerid, lepends mainly cn political
developments in Brazil. ®

Technical Asgistance

176. During the spring of 1961 a number »>f econ~mic anl
technical co-operaticn agreemsnts were signed. Althrugp geme 0lon
technicians have provious¥y been werking ¢n a few Brazlilan deve-
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BRAZII, (contd)

lopment projects, their presence in the country was nover sanctioneAd
by formal agreements such as those recently negotiated, Thare {4
1ittle information available concerning the typcs of agsgistance
coentemplated under these agreements, but Rumanian technieians -ould
be asked to assalst In the development of petro=chemical inilustries.
Petroleum exploretion and devceclopment of Brazil's rich oil sha.e
daposits are fields in which bloe technical asslatance mipght be
utilised.

Trade

177« During the spring, a Brazilian migaion was sent to the
Europaeasn patellites, and a separate ane to MOo&cOWs The aims in
sending these missions were ocutlined aa followa:?

(a) to try to incrcase the volume, value and variety of
produecta exchanged between Brazil and the bloe
countries;

{b) to make special offorts to obtain wheat, fertilizers,
machinery and equipmant;

(¢) to obtsin credits for mest of the expected importa,
and gpecial payments facilitics for the purchase
of wheat, petroleum and industrial productse

1784 The first of the above~mentioned Brazilian mlssicns
acncluded a number of agreements with the Buropean satcllites, ag
well ae trade and payments agreementa with Albania, Bulgaria,
Rumania, Hungary and Eest Germany. It also signed trade preto=-
aole with Czechoslovakia and Poland, At the same time, a sepa=-
rate Brazilian group in Mcscow negotiated a trade protceol to the
1959 Savict-Braxgilian ngreement, Judging from offi¢ial commu-
niqués snd Press announcements, it a»gearg that the bloe hasg pledged
itself to incresse its trad: turnover with Brazil to about 00
miliion annually. Total trade in 1960 was approximately 2190
million. Most of the new agreements appear tc have a flve-year
durstion, beginning in 1962, If such trade targets were .attaln=d,
they would represent about 15% of the present level of Brazil's
total forelgn trade.

179. A Communist Chinese trade delegation visited Brazil in
Muy, tryirg tn create the impression that Communist China could
Leecome an important trade partner. An ngreement cnvisaging an
exchange of products up to the value of A50 millisn annually has
been signed, and another Thinese trads miasion was exponted to
‘e to Brazil at the beginning of Junc to negotlate inilividual
contrant . There has been no trade at all between Jhina and
Brrzil in recent yesro.

180« The reported trade inrgets hﬁve'bean set extremcly high,

but,srcording to the available information,they could neverthe-
less be atteined, granted sufficient political motivaticn »n the
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part of the bloe; in fact, the Ambassador Designate appointed
by Bramil to the Soviet bloe has declzred that in five yesars’
time one~thira of all Brszil's cxporta would be going to the tloce

181. There have been other indications of the bloc's repew=ad
economic interest in Brazil. Severgl bloe countries have appa-
rantly made plans to hold industrial exhibitions in the next yeare
or twe; Bulgaria and Rumania hgve agreed to provide Brazil with
a free port on the Black Sea, Hungary and Czechoslovakla have
approached Brazil eoncerning direct alr routes, and the USSK has
eatablighed a resident trade misaion in Rio de Janelro.

Genersl . .

L
182, In the fields of financiael aid, technical assistance and
trede, the proposed deals hetween Brazil end the bloe would repre-
sent a radical departure from sarlier economic relations with the
bloec, but the entire scheme is dependent on future political
developmentse in the country.

CUBA

183, The proeess cf bringing Cuba into the orbit of the Bine-
Soviet bloc, which stnrted during the spring of 1960 and gatherad
congiderable momentum during the eecond halfl of that year, con-
tinued throughout the first half of 1961, The Communist worid
has now become the primary source of support for thke Cuban economy.
cube's annual trade with the bloe, which waa negligible in 1959,
represented roughly 20% of her total 1960 foreign trade. buring
the first half of 1961, it reached some 66% and will probably
grow further to sbout 75% by the end of the year. The Caotre
régime is relying on bloc military eguipment for the building up
of ite nrmed forces; inereasing numbers of bloc techniclans are
entering the country, snd the plane fer Cuba's future ecoromic
development nre bagsed on sxtenslve 3ino=-Sowiet bloe asglistanose.

Ald

1844 To the $257 million credits alrccdy extended, the UG3R
ndded another #100 million in June 1961. This menns thot by
mid=1961 the Sino-Sowiet bloc had extended economic and finmnelal
aid, equivalent to Z50 per inhasbitant. The mogt recent #lOOmilllon
loan is said to be destined for the development of Cuba's nlskel
industry, and will reportedly dbe repnid by exports of nickel,
gstarting 5 years after the delivery of the equipment. Thia is
apparently the first time thnt repayment of eredits with the nut-
put of the nssisted industry hos been envisaged in 2ases outslile
the bloce Earlier, similar examples hnd been the USSR's buildig
of five plants in the petroleum and chemicel industries, to be paid
from the production of the new plants in Rumania (Deeember 1956
agrcementg, of an oil refinery in Bulgaria (1958 agreemant), -nd
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of on ngricultural ecommodities procegsing plant in North Vietnam
(1960 sgreement.

185, The economic development credit extended by Poland for
the finnneing of a2 shipyard, and various other small industrianl
plnrnte, announsed at the end of 1960, but for whieh the amount wns
not svaileble at the time, has now bBeen revenled to totnl #FL2.millinn,

186, The bloc's much publicised aid to Cuba's industrind
develnpment haa s¢ far made littie progress, =znd only about hplf
@ dozen projects have mode nny noticesble heodwny: only one of
the projects under consideration sinez February 1960 (when the
first large~aeale Joviet eredit hn~4 been accepted) hrs reportnaly
been completed. However, consildeprnble preliminory study work has
been onrried out on various projects.

187. To utilise the bloc oredits, Cubs hos estoblished o
Ministry of Industry, znd the newlye-appointsd Minlster -f Induatry
“"Che" Quevars, in a long redio spoech on the 30th April, outlined
r programme for the ceonstruction of more thnn 100 new industrinl
enterpriseg to be oarried out by 1965,

~ 188. Accerding to this statement, projects for which contrrcts
hrve already been slgned irelude the following: _

(n} with the U33R for:

- n gteel miil, with an annuol ceaprelty of 1.3 milliion
tons,to be corried out in severnl stnapges, with
production reaching 260,000 tons tn 1964;

o - an oli refinery ot Sontiago e Cubn, wlth on
. rnopunl eapreity of 1L million tons;
- two power stntions, one with 2 cnpaslity of
100,000 kwe. aond the other of 200,000 Kws;

- & geologieal survey covering nbout 25% of the
country.

{p) with Czgchoslovnkis for:y

=~ n factory anpable of producing: 2,000 troctors,
5,000 truecks, 100 stationnry motora nnd 3,000
motorayelcs n yeor {preduction of cnra to begin
in 1965}0

189, Among the con*ragts expected to be signed shortly are
those
(n) with Communist Chine for the supply of 90,000 spiniles;

{t) with Esat Sermeny for the supply of 25,000 epintics
and & coms 1in 124%2; 50,000 spindles ~nd 1,00 boma
in 1963 ~rd 75,000 splndles nnd 1,500 looma m 1itii.
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Ruevern stated that the fulfilment of these contracts would mean
that the Cuban textile industry would be in a position to meen all
domeatie demand by 1965.

190+ During the firat half »f 1961, several new arms shio-
ments were delivered to Cuba by the USSR and Czechoslovakia, and
the government used anti-alrecraft guns, tanks and smell arms
received from the bloc t» counter the April 1961 attempt of invae-
slon By political opponents to the régime. -

Technical Assistance .

i91le "uba continied to rel on bloc technical assietance,
both for the implementation of its industrialisgation programne,

and for the day-to-day cperation of various sectirre of 1te existing
industries. The number of bloe technicisns reportedly present in
Cuba has now reached about 500. In late April Guevara ennounced
that 150 top-grade bloc technicians were in various Cuban insti-
tutions sueh as the Mining Institute, the Institute ~f Petroleum

or working in inducstrial plants, the electric p~wer, the sugar

and ceramica industries, Many come for a short pericd to psrform
specific tasks, bud s numbsr of them will be staying in the :xountry
for some timee. In early June, Cuba announced the arrival of 300
"young Soviet farm specimllists", who were expected to remain in
Cuba for a long term,

192, In January, the Guevars mission returned from the bloc
with plans to send 2,400 Cubans for technical iraining in Commu~
nist China, the USSR, Czechoslovakla, East Gormany and other bloe
countriess During the first half of 1961, several of these
gruvups left the country, thz most important departure ccncerning
a group of 1,000 agriecultural workers that went to the U33R 1n
early June.

193, According to some reports, bloc military technticlans
in Cuba have heen estimated at about 300. Little ie known con-
cerning the number of Cubansg receiving military training in bloe
countriea, but there has been some informatisn indisating that at
least 60 air force personnel, trained in Czecherslovakia and the USSR,
could have already returned.

Trade

194, with the signing of trade and payments agreements with
Albania in January 1961, Cuba hasg now concluded five-yenr economio
agreements with all the European and Asian satellite ~ountriles,

a8 well as with the U3SR and China. The redirection of foreign
trade towards the blec countries which started during 1960 has

been eonsiderably stepped up, all Commanist countries partici-

pating in the efforts to keep the Cuban economy running. Sinee

the beginning of 1961, 65% to 75% of Cuba's total world trade has
been redirected towards the blog¢, representing a total value of an
order of magnitude of between E800 millicn and 4900 million both ways.

47— NATO CONFIDENTIAL




DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

NATO_CONF IDENTIAL L8~
A Lt ', £ LI'B

LC/A2T-L/ N
CUQ& (contd)

This vast increase in trade répresents a8 major share in the recand
increases in the trade between the bloc and the underdeveloped
countrieas of the free world as s whole,

L

195, Although Cuba has experienced periodie shortages of :
particular commodities and suffered scvere maintenanee problems, j
gsc far the bloe's efforts have been successful in providing a .
continuous flow of the main essentisl commodities to keep the
Cuban econcmy afloat,

196. General Loginov, Director of Soviet civil aviation and
head of the Aeroflot, announced in Moscow on the 1lth May, while
commenting on the proposed extensiorn of air serviccs between the
U3SGR and countries in the Western hemiaphere and South-East Asia,
that an air service between the USSR and Cuba waa being planned,

197+ There have been some reports that the U33SR has had some
+4irficulty in accommodating the large sugar imporis, dbut to date
no large amounts of sugsr have apparently been resold in world
markets.  The target for the Soviet sugar*production, as fixsd
in the Seven~Year FPian, has been set at about 9.%25 to 10 million
tons for 1965; according to Soviet sources, about 8.7 millicn
tons of sugar will be produced during 1961, of which 2.2 million
tons were expected to come from augar caneé. Considerable offorts
have apparently been made to expand total productlon capacity.

OTHL.R LATIN AMERICAN COUNTRIES

BOLIVIA

198. The Soviet interest in Bolivia reported during the seoond
half of 1960 seems to have subsidede By the end of February, the
Boliviansg sent to the US3R a list of projects for which they were
trying to obtain outside financial snd technical assiastanes, but
to date there ie no evidence that the USSR has responded to this
request, In June, the Bolivian Minist2r of Mines announccd that
he would shortly lead a delsgation tc the U3ZR to dlscuss the .
£150 million development creiit offer announced at the end cf last
yEar. A Czechoslovak mission visited the country, and proposed
to buy copper, lead, tin and farm produce, and to assist Bolivia
-in building antimony and eopper amelters. A Belivian misalon is
expected to visit Czechoslovakia and to diseuss this recent bffer.

A cultural agreement was signed providiag for the exchange of infor-
mation by scientific instituticns and universitiea, and for eultu~
ral scholarships, Belivian trade with the bloc remained negli-
gible during the first half of 1961, although there are some indl-
catione thet a small amount of trade may be conducted with Czecho~
alovakia, It was reported that a Bolivian transport co-operative
has contracted to purchase 21 Skoda trucks from Czechoslovakia on
credit,
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CHILE

199. The Czech miseion that visited Bolivia also went %o
Chile, Chile has been reported to be envieaging the establish-
ment of formal commercial and diplomatie relations with several
Eaatern European countries, including Poland. By mid=May,
commerclal negotlations between Poland and Chile had resultec in
an agreement on the establishment of a Polish trade office 1rn
Santiago and on conditions of payment and lists of goods to te
exchenged. The Central Bank of Chile is %0 send a trade miasion
to China to explore possidbilities of trsde Letween the “wo eountries,

+

ECUADOR

200, It was announced at the end of June that an agreement
had besn mpproved whereby Czechoslovakia i3 to supply Ecuador
with equipment worth B500,000 for a number of technical and techno-
dogical schools, in return for cocods The deal had originally
been mentioned in the Autumn of 1960, when a form of commercial
credit worth B10 million was offered by Czeshaslovakia to Eeia-
dor's Minister of Education. The A500,000 worth of technical
sohool equipment is presumably mersly a first instalment, and
the widely-publicised announcement that an agreement has been
reached seems to imply e formal mcceptance of the Czechoslovakian
credit by the Ecusdor Government.

- MEXICO

201. A Polish misaion has been visiting Mexilco to discuss
the poaesibilities of expanding trade betwsen the two countrics te
8 level of about A2 milliocn annually. The present volume of trade
between the two countriea is only a few hundred thousand dollars,
and the real motive of the Pollish efforts scems to be more poli-
tiecal than esconomic. The Czech mission which vislited a number
of Latin American countries also went to Mexico, where 1t
declared Czech willingness to supply complete factories in order

- to step up Mexico's industrialisation programme.

Ugu

202, Economic relations between Uruguay and the Sino-Soviet
bloe have been following lines similar to those between Argentina
and the bloc. The Soviet Union has peraistently tried to induce
Uruguay to accept some form of a wool-petroleum barter deal, but,
in February 1961, the Uruguayan Government awarded contracts for
the 1961/63 petroleum requirements te Western suppliers.
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URUGUAY (contd)

The importance of the Sino~Soviet bleoc for Urugnaysn wonl exportis,

which were still considerable during 1959, has now been sharply

reduced. As a consequence, while in 1959 exports to the bloe

still, accounted for 28% of the total Uruguayan exports thia per-

centage has dropped to about 10% of the total Uruguayan exporte

during 1960, Uruguayan statistice indicate that imp-rts from

L)the bloc during 1960 increased slightly over the "9 Lot |

but the abolition of the multiple exchange rate . e con-

- 8iderably weakened the position of the bleoc expor , . the Uru-
guayan market., -~ Consequently, Urugueyan imports from the bloo

7 started to decline during the last six monthas of 1960, and the
trend will probably continue during 1961. The Czech delegation

in Uruguay offered a loan of 85 million for the purchase of machl-

nery, to be repaid in traditional Urugusyan productsg. It is,

however, highly unlikely thst Urugusy would accept this offer,

1 which has now been renewed for the third time by Czechcalovakia.

TURE PUBLIQUE

MISE EN

VENEZUELA

¢+ 203+ In Caracas, the head of the Czech mission whieh had
 been touring latin America stated that his country was willing

to resume diplomatic relations, and to increase trade with Vene-
zuelae The proposed itema of exchange would be iron ore and
cocoa from Venezuela, and machinery from Czechoslovakia.
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