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The scnnor: orfensive appears as one or the most 
important means used by the Sina-Soviet bloc i n  i t8 overall  
s t ra tegy  t o  enhance i t8  influence i n  the leas-developed areae 
of the  f r e e  world. It has made Turther grogceeo &ring the f i r o t  
half of 1961 i n  a id  an& trade. Extension of f inanc ia l  aid,  
implementation of economic and technical  assistance programmes, 
promotion of z a d e  and provision or mil i ta ry  equiprent, remain 
the pr incipal  meme by which bloc countries seek t o  extend 
t h e i r  inf'luence i n  what they coneider the teakeet  spots of 
the f r e e  world, 

2. k r l t d  the a i x  months' period under review, a t  l e a ~ t  
$464.7 mill ion c r e d i t s  and &pants have been extended by the 
bloa, bringing the to te1  of economic creclits and w a n t s  pledged 
by the bloc ainco January 19% t o  about 84 b i l l ion .  Despite 
the  r e l a t i v e l y  low leve l8  of credkts  extended during the f i r e t  
e ix  monthe of 1961, it nevertheleea appears l ikely t h a t  the 
1961 t o t a l  of new economic c r e d i t s  and grants dll be very cloec 
t o  the  1960 record figure of $1.2 billAon. Six-monthly to ta l8  
of new c r e d i t e  and grants  extended during the l a s t  two ycwo 
have been aa f ollowa : i n  mill ion UB 18 

3. Tho most rocent addit ions t o  the l i s t  oS countrion 
accepting economic a id  f~cwn the Sino-Boviot bloc a r e  of a s i z e  
i n  which ever umaI.1 amounte can have a conssidereble economic and 
pol i t&cal  i m k  ;t. For inatanae, Mali, which recaivcd $56.9 million 
i n  c r e d i t s  hi 7 a population of only 4.1 mill ion inhabitantn(2),  
60 t h a t  the newly-extended credi t8  represent about $14 per head; 
the Somali  republic^, which receive& fl57.9 million,  has a population 
of 1.9 mill lon inhabitante(2),  and the new bloc credits represent 
$30 per head. Theee amounts are all thc mom impressive if oom- 
pared with the extremely low per capit4 income i n  those countricsa - 
(1) See Sixth Report C-~(61)68 ,  dated 18th July,  1961. 



Tho irnportancc of taking account of the s i z e  and population of 
t h e  r e c i p i e n t  country l o  c l e a r l y  deraonotrated by a comparieon 
wi th  India,  whcrc the  t o t a l  b loc  c r e d i t e  extended by mid-1361 
reached about $940 mil l ion,  the l a r g e s t  mount  extended 50 f a r  
by tho bloc to a s ing lo  c o u n t ~ y ,  b u t  represent ing only $2 per 
inhab i tan t ,  o r  about 0.3:; of I n d i a ' s  national. income. 

(b)  &awiws 

4. Sino-Soviat b loc  economic a id ,  which r a n  s t a r t e d  i n  
1954, has now cntercd a ntage of more in tens lva  implcmontation, 
making uoc of the c o n ~ i d e r a b l e  backlog of outotanding c rcd i tn  
and grnnto t h a t  had accumulated over thc ycaro. Out of a t o t a l  
of about $3.6 b i l l i o n  cconomio c r e d i t s  and granto extcndcd, not  
more than $725 mi l l ion  ha8 a c t u a l l y  been drawn by the  end of 1360. 
During the  f i r e t  s i x  months of 1961 the  r a t e  af drawing8 wae 
coneiderably steppea up: 16150 m i l l i o n  PgoSnat $185 mi l l ion  for  
t h e  whole d 1960. By the end of June 1961 some 9875 mil l ion  
had bean drawn from a t o t a l  o f  s l i g h t l y  more than $4 b i l l i o n  no 
f a r  extended. ' It  can rcclaonably be cxpccted t h a t  during 1961. 
as a wholo f o r  the first time more than $390 mi l l ion  of economic 
aid w i l l  be  ac tua l l y  drawn. Thirr would mean an incroase of more 
t han  50% over the  h ighes t  annual drawings bc f a r  recorded. Chart 
I ,  pagc 15, nhows the economic c r e d i t s  and grants  cxtended during 
each yoor, and a lno  the  yea r ly  drariingo from nccumulatcd c r ed i t8  
gnd granta. 

5 Although a conaidereble backlog of loono extended a t  
e a r l i e r  d a t e s  hod s o  f a r  no t  been u t i l i a e d ,  a number of addi t ional  
new c r e d i t s  have been cxtended ,o c e r t a i n  of theao camc countrico 
t o  covcr aUditiona1 now projec t@.  Most of the new g r sn t s  and 
c r e d i t s  were, however, cxtended t o  countr icn  rccen t ly  o encd up 
t o  s i r .0 -~ovic t  t c o ~ o m i c  m 3 l n t m c u  j~ubr. .  Q U ~ C ~ L I ,  ~ ihm:P  or  * 

- ccc:;itin~ such r eoiattr,cc. f o r  tlrc f i r r t  t i n u  (Kr l i ,  PAci:?t:.n, 
Somali Republic). 

( c )  -98 of wro2scte coverad by bl- 

6. Thc b loc  c o n t i n w a  t o  extend a id  mainly f o r  the  cxyanaion 
of indust ry ,  f o r  multipurpose p roJcc ta  aucb as  f lood control ,  
i r r i g a t i o n ,  land r c c l w a t i o n  and hycro-e lec t r ic  povrcr', and, t o  
e leoAer ex ten t ,  f o r  r a i l  and road cane tmct ion ,  minerel survoya 
Wid exp lo i ta t ion ,  and techn ica l  aas io tance  in  varioun f i d d s .  

7. har ing roccnt  montha, however, t h e  Soviet bloc hae 
devoted s p c c i a l  a t t e n t i o n  t o  c i v i l  av i a t i on  and hno in tens i f i ed  
it& a i r - l i nks  wi th  undordevoloped c o u n t r i e ~ .  The cntablishmunt 
and operat ion of na t iona l  a i r l i n e s  wi th  b loc  asaiotnnce, and the  
dol ivery  of a i r c r a f t  by thc  b loc  t o  various ur.&rdeueloped 
countrion of the  f r e e  world a r e  add i t i ona l  svidenoe of the 
p a r t i c u l a r  i n t e r e o t  of t h e  b loc  i n  t h i ~  f i c l d .  



6 .  The explora t ion f o r  and deve1opmer.t of o i l  resourcee i n  
underdeveloped countr iee remain8 a f avour i t e  s ec to r  f o r  bloc 
oompetition with tho West* 

9 0  The c r e d i t a  extended & w i n g  t h e  yeriod under review were 
ranted  under the general  l i n e s  of previous p rac t i ce :  long-term 
usua l ly  12 years), low-interest  (generaf ly  24%) or  even i n t e r e s t -  f 

f r e e  loans  (a0  In the case or l a a m  from Crunmuniat Chine). 

10. Only in  a few Cases has t h e  U88R entered i n t o  apec i f i c  
arrangements f o r  ropayment o r  these  o r e d i t s  by the  export of  
indigenous p rcduote , ' bu t  i n  p r a c t i c e  t h e r e  i a  nothing t o  etop 1&xBge 
quan t i t i e e  of Indigenous producte being used t o  repay Soviet c r e d i t s ,  
even if it has  not been pre-arranged. I n  moat caeeo the  under- 
developed count r ies  make repayment by Qred i t i ng  a spec i a l  account 
with sums i n  l o c a l  currency; the  r e ~ u l t i n g  balance, although of ten  
t h e o r e t i c a l l y  conver t ib le ,  can be used by the  USSR t o  buy l m n l  
products,  if aha s o  wishee, and from information s o  f a r  ava i lab le ,  
i t  seems t h a t  the  Soviut  government would regard th in  ae thc  normal 
method of f i n a l l y  l i q u i d a t i n g  the debt. m o r e  are excoptions, 
however, notably xraq(1). Thia p r a c t i c e  l e ads  t o  l a r g e  quan t i t i e s  
o r  indlgenoue product being d ive r t ed  spasrnodicmlly from the t r u d i -  
t i o n a l  markete t o  repay Sovie t  crodi ta .  W h i Z 0  t h i e  !nay do no more 
them absorb eurplue production in c e r t a i n  caeeo, tho  experlcnce of 
Egypt and perhapa a l so  fndanesia  suggeste t h a t  the  r i d  remains t h a t  
t h e  Sovie t  aeer-intance programme dl1 result i n  less-devel.opad 
country expor t s  of goode t h a t  might wel l  h ~ v e  been so ld  t o  f r eo  
market buyers,  thua tending, over a period of t i m e ,  t o  induce 
dependence of t h e m  oountr iea on b loc  trade. The problem tc be 
raced i e  one of eome consequence a ince  tho poaa ib i l i t y  n f  r e p w e n t  
through expor t s  of indigenoue producte is making Sovic t  croWta 
oepeo ia l ly  a t t r a c t i v e  t o  poor countr ies .  

110 For the r i r a t  time, tha Sovie t  a u t h o r i t i e s  have openly 
adslit tad t h a t  the  extension of F inanc ia l  a e ~ f o t n n c e  might, i n  cer- 
t a i n  circumstmoes,  ba d i r e c t l y  relatCd t o  the  p o l l t i e e l  a t t i t u d u  of 
tho  r e c i p i e n t  c m t r y ( 2 ) .  X t  ham been regortect t h a t  the USSR's 
Ambaneador i n  Pakiotan, on tho ocoaeion of the ox t ena im of a c r c d l t  
of $30 mi l l i on  f o r  pcstroleum explora t ion  t o  t h a t  country, o ta tcd  
t h a t  l a r g e r  moun t s  of f i n a n c i a l  a i d  ooulil 'be readi ly  mede ava i l sb l e  
t o  P8hietan if t h a t  country pureuoa a policy of non-ali-nt. 
This  dec l a r a t i on  hae provoked e t rong reac t ione  i n  t h a t  country. 

__L. 

(1 )  Sec A C / E ~ - W P / B ~  

(2) Inoidc t h e  Communist camp, however, p a ~ t  expericnce has ahown 
t h a t  the  Roviet Union does make use  of f i n a n c i a l  aas i s t snce  
extended an a meme of e x e r t i n g  preosuro on the  poll t icnL a t t i -  
tude of the  r e c i p i e n t  country. Thc USSR sungendcd cconorr,ic 
dovelopmcnt a i d  u n i l a t e r a l l y  t o  Yugoslavia i n  1958, and, more 
recen t ly ,  the  same has happenod t o  Albania. According t o  6omo 
r e p o r t s ,  o imi lar  prcosure hapi bean used, although in  a much 
more d i s c r e e t  way, aga ins t  Iran ( C E ~ O )  and Thailand (SUTO) .  

-5- 



(e) Bino-Soviet bloc a$& bj donor ovuntry - 
cl a 12. Tho following tab10 shcveo the d i e t r i b u t i o n  of blcc 
5 aconornio a id  among tho Elno-Soviot countr iuo:  
& 

RELATIVE SHARE OF TKE SINQ-SOVIET COUNTRIES IN THE EXTJDSZQN OF BLOC 
ECOIWXE ASSISTANCE TO THE COUNTRIES OF THE FREE WRLD OUTSIDE EUROPE 

+ 
c, 

ota l  amount 
xtonded in 

+ 
3 m 

13. The importance of Communist China an n s o u ~ c e  of a id  
continued t o  show a tendency t o  increase  clusin& the p ~ r i o d  under 
PcVicw, mainly due t o  the l a r g e  c r e d i t  extended t o  5urma. 
Conununiet China had dxtanded by mi&-1961 about 111375 mil l ion  c r cd i to  
and grants t o  free world countries. The bulk of t h i e  Chinwe aid 
I n  concentrated on f i v e  A n i w  countr ien:  Burma, Cambodia, Ceylon, 
Indonceie arul Koyal. I n  Burma, Camboaiu and IJcgel, Cornmint  

4 Chlneaa aaaia tance  has now lwgc ly  exceeded economic a i d  prbovided 
a by the USGR, and i n  Ceylon Communiat Chincne aid cearly equals 
3 Bnviet eid. Outsidc tho Sout-East Asian aroa, where Communiat 

Chineoe economic ass i s tance  i a  apporc r~ t ly  cxtondod t o  eovcrnmentn 
which a rc  accepting large-ocalc rrue world a i d ,  economic a id  by 

fi CammuninL China has genera l ly  been conccmtrtitod on a fcw s t -Le~ted 8 oountrion which have already s t rong economic t i co  wi th  the  bloc: 3 in Lat in  America - Cuba; i n  M r i o a  - Guinoa; and i n  t1.e Hiddl0 
m Caet  - the  ~emen(1 ) .  The entabiiskimont i n  Peking i n  e a r l y  Mw 
m 1961 of a bureau f o r  ccor,omic relations with fo re ign  cou r~ t r i ca ,  
4 which w i l l  presumably administer  fo r e ign  aict. and tccknical  
4 u ---- '--* - -  * * -.---e- ... -*----.--- ------* ---- 
a (1)  B the end of September 1961, Ghana and M a l i  were addcd t@ 
fi t Y lis l i a t  
&@TO CONFQ&ggJ& -6- 



ansiatancc programmeo along tho l i n e s  fl imilar t o  those already 
UBCA by the  9ovic t  S t a t c  Committee f o r  Foreign Re ln t iom,  mcms 
t o  i nd i ca t e  t h a t  Communist China i n  onvieraging t h e  extcnaion of 
cconomic ~ s s i e t a n c a  a s  a  permanent p a r t  of' her  Sorcign policy. 

14. The r o l e  played by tho European a a t @ l l i t e n  i n  bloc 
economic a ~ ~ i s t a n c e  hao aim incraaacd s ince  1960. By the 
midale of 1961, tho share  of t h e  European s a t c l l i t e a  i n  overa l l  
bloc f i n ~ n c i a l  aoeiatancc waa propor t ional ly  highor i n  the c a w  
of tho African count r ies  than i n  any o ther  p a r t  of' t h e  world. 
' : o m  o f  tlw newly-independent African count r ies  eeam t o  be more 
recep t ive  t o  a id  coming from European b u t e l l i t a a  (enpecia l lg  
Czechoolovakis) than from the Sav lc t  Union, am1 the  former have 
of ten  ac ted  an the $pearhead of the  bloct economic offcnnive i n  
Africa.  Th is  method had al ready been uocd e n r l i c r  (and has 
continulued t o  be uacd) in  tha p ~ n c t r a t i o n  e f f o r t s  d i rcc tod towardo 
Latin Amcrictul countries. 

15. Xn ordoP t o  Improve t h e  co-ordlnatlon of the bloc 
economic a i d  lnxqyammes, a npccia l  bureau hna bevn not up  in  
India  chargod with t h r  co-ordinution o r  thc vtirlouo Zovlct bloc 
aoa ia tanco programmee t o  be im@cmCmted undor i nd i e '  8 rhirii 
Five-Ycar Plan. The new proccduro should p r o f i t  both tho rlonor 
and. t'ne r a a i g i c n t  countr ies .  This  may be f u r t h e r  ovtdmcc t h a t  
the  bloc is conotantly t ry ing  t o  improvo i to francwork f o r  
economic penat rot ion i n  the undordevclnpod c a m t r i e s  of  thc 
f r e e  world. The sovious r cpo r t  has drawn attention t o  t h i s  
p a r t i c u l a r  point (k  7 . 

16. As at 30th June, 1961 about g1.2 b i l l i o n  m r t h  of m i l i t ,  ~r-y 
aquipmcnt had been doliverod undcr oome Porn of ni? :  ol'cdltn, 

% rnnta o r  dircoounta. Thia may bc compnrcd with approximately 
075 mi l l i on  t o t a l  drawing8 by mi&-1961 of thc total .  bloc c r ed i t0  

and grnnte  cxtcndod f o r  economic purpoeee. 

17. The only new m i l i t a r y  a i d  sgrceacnt t h a t  'wae oigncd 
during the  period undor rcvfou waa between Czoohoslovelrin end 
Mali fop an wlaisclosa& amount, b u t  arma uhipmcnts t o  l;ndancoio 
tU?.ct Cuba continued on a l a r g e  e c a l e  during the f i r u t  six monthn 
of' 1361. A protocol nigned i r r  ,Tune 1961 added anothcr $75 m i l l i o r i  
a r c d i t  t o  tho m i l i t a r y  a i d  agreomcnt of $250 rnilLion ooncluclcd i n  
Docomber 1960 between the  U33R ma Indoneela. The apparent d l n c ~ r d  
betwoon tho UAR and the  USSR had not aff'cotcd i 'ur thcr  arm 
de l ivcr iee .  



18. Xn Africa p a r t  of the sa le8  and d e l i v e r i e ~  o f  weapone 
were probably daatinod for govornmtmto of t h l r d  countrlcn, o r  f o r  
d i ~ n i d o n t  grouya f i g h t i n g  i n  var ious  aroas of the Mricar, continent .  
Wsrc again, by world s tandards  the arnountn of m i l i t a r y  equipm~nt  
dc l i vwud  may bo r a t h e r  small ,  bu t  they huvo p o l i t i c a l l y  and mi l i tw- i iy  
morc 1mporta.oo than would tkppcar from thc mounta oxtcnded i n  
vlcw of thc aizo af  thc. bsncricinrieri ma t h e i r  lnvolvcmcnt i n  
Atr ican at 'fairs. 

19. By mid-l%l, the bloc  had entared i n t o  ogrocments to 
provide ten undcrdevolopsd countrioo with about 82 b i l l i o n  worth 
of m i l i t a r y  aupglies  and equipment. Thc pr inc ipa l  bune f i c i a r i e s  
are Indonesia, tho WAR, Iraq nnd Afghanistan; whcn thc downpayments 
a r c  dcductod from the value n f  the nuppllea and oguipmenl, tho  
am.sunt o f  f i n u n c i a l  at& cxtcndcd by t h c  b loc  s ince  Bcytonber 1955 
totalo about $1.8 b i l l i o n ,  Dinenclal a i d  i n  tho form of  granto 
nnd Uiacountn reprcsanta about$O.5 b i l l i o n ,  and a id  i n  the t o m  
of o r c d l t s  amounts t o  approximately $1.3 b i l l i o n .  A t  tho and of 
June 1961, a l l  b u t  about b600 n i l l i a n  worth of' mi l i t n ry  items tiad 
been riclivcrcd. Tho fo i lawing table gives a country breakdown of 
m i l i t a r y  gratita and o r e d i t s  extended up t o  mid-1961. 

Indonoala 

w 
Iraq 

Cub a . 
Mghaniatan 

Yemen 

Guinea 

Morocco 

Sudan 

Mali 

580 

410 - 4.50 

388 

0 - 50 

38 

17 

1 -  5 

4 

lcoa  than 1 

4 



, The s y c c t n c u l e r  i n c r e a e a  i n  t h e  number o r  b loc  tech- 
n i c iunn  i n  the underdeveloped c o u n t r i e s  i s  y e t  ano the r  i l l u o t r s -  
t l o n  of t i l e  i nc r saeed  rsto of implementat ion of t h o  economic 
a i d  prolsrammes. The nurnber of  b l o c  ecanomic and m i l i t a r y  t cnhn i -  
c l a n s  pr'asent i n  the  underdeveloped o o u n t r l e e  ror s p s r l o d  of  onc 
month o r  more, and excluding pe r sonna l  en  aqsd s o l a l y  i n  c o m e r - i a l  
a c t i ~ l t ~ i e s ,  reached a r c c o r d  f i g u r e  o r  9 ,  if 85 a w l  the  f l v a t  nix 
nonthe of 196%. TLia r s p r e a a n t s  an i n e r e s s a  of 1369 oro r  t h e  
c a m p ~ r a b l e  flmpc a t  t h a  end n f  1960, o r  24% over  t h e  p r o v i o u o  
s i x  monthe' period. 

( n )  C i v i l i a n  t e c h n i c i a n e ( 1 )  

' Thla  i n c r e a s e  is even more r a p i d  i f  c i v i l i a n  pcroonncl  
only  are con$irlered. A t  t h e  end  of 1960 they  numbered about 
6,44@, and by mid-1961 8,15fj* Although t h e  p a t t o r n  of t h e i r  
a i e t r i b u t i o n  acco rd ing  t o  o r i g i n  hae n o t  been a l t e r a d  (about  
two-tni~ds  aoma from t h o  USSR, one - s ix th  f r a n  t h e  E u r o ~ e a n  
s ~ t e l l i t e  countries, and one - s ix th  f i p m  China) ,  t h c i r  geogra?h lca l  
distribution ehows t h a t  t h e  b u l k  o f  the e x p e r t s  from the 
Europaan s a t o l l i t e a  lo ocoupiad i n  A f r i c a ,  where t h e l r  numbers 
by mid-1961 e p u a l l e d  t h t z t  of tzchniaians from the S o v i s t  Union* 
Tho fbv1t.t e x p e r t s  are a t  w ~ r k  i n  e igh tocn  c o u n t r l e a ,  where t h e y  
art? g e n c r e l l y  grouped i n  numbera oxoeeding 100. Technician* 
fraom the s a t o l l l t e  oountrierm are much more t h i n l y  spread  cvcr  
t\'tenty-one c o u n t r i e s ,  wh i l e  Communist Chinese c x p r t a  and 
1abourt:ra arlj a t  work i n  anly f i v c  c o u n t r i e s :  1,000 i n  tho Yern.:n, 
2&0 i n  Cambodia, ,158 i n  Guinea, 15  in  Nepal and 10 i n  Ceylon. 

LZ With t h e  reeumptlon of l a rge -bca l e  m i l i t a r y  o l d  aurec-  
munta d u r i n ~  t he  second half of '1960, the nrunber of m i l i t n r y  
a n v i a e r s  s t a r t e d  t o  s i s o  again. D u r X n ~  thz  f i r o t  ha l f  of L361, 
1,530 b l o a  m i l l t e r y  pcrsonnol  Wdpa reported t o  bc a t  work i n  
u n f i e r ~ a v e l o p e d  c o u n t r i e o l  There  h s a  b e e n  a s u b a t a n t i n l  decreaaf. 
i n  t h e  number cf m i l i t a r y  t e a h n f c i o n s  i n  t h e  UAR, bu t  thi8,bvse 
more than  o f f s e t  by lnc reaoue  In Cuba, Indclnoaia and I r a q ,  and 
by t,hq a r r i ' v a l  i n  gorocco of 40 3 o v i e t  t e c h n i c t a n e  t o  anseinblc 
MI0 a i r c r a f t .  

( c )  8chola rshf~rm and t r a t n i n ~  i n  b l o c  c o u n t r i e s  

'-' j, ". Pror?ramncns f'or t r a i n i n g  n a t ' i m a l a  o f  underdeveloped 
c w n t r i c s  of t h e  Crrsi? world in m i l i t a r y ,  acndcaric 2nd t c c b l : : a l  
f i i . l d s  vwpe @ t a r t a d  by t h e  Sino-Soviut b loc  a t  t h e  b e ~ i ~ l n i l  :f 

1955 f o r  m i l i t a r y  personnef wifi jn early 1956 f o r  academic and 



t e c h n i c a l  s t u d e n t 8  ax3 t r e l n e e s .  By mid-3961 t h e  e m u l a t i v e  t o t n l  
o f  n n t l o n a l s  o f  underclevelopcd c o u n t r i c s  who had completod, o r  
were yursl l ing,  Gtudiel; i n  bloc c o u n t r i e e  had reached 14.745; of  
t h i s  t o t a l  t h c r a  were 5,270 mlXiSary trainees, 4,915 academic 
s : u ~ d ~ n t s  and 4,560 t e c h n i c a l  ~ t u d c n t s .  Thia r e p r e e e n t s  a ~ .  a y s r a l l  
ifi?room. rlurlng t h e  T i r a t  half o f  1961 o f  over 25% ao compared 
wi*.l-r thc t o t n l  reached by the  end of 1960. 

, , .  M i l i t a r y  p e r ~ a n n a l  c a m  from e i g h t  undordevelopcO count r i . , ,~ ,  
o f  which Indoncela  (3,9101,  Egypt (1,455),  Afhhaniatan (710)  and 

~ - . .  
3yr:n ( 6 7 0 )  grovidcd tho iLrg ibZ numbcra. 1r&, h b s ,  (ruin& and 
t h e  Ycmon Bunt t h e  m a t .  More than half of t h i e  t o t a l  w n t  t o  
Europcan s n t a l l i t c  eount r* ies ,  snd the r e a t  (b79i) t o  t h e  Sovivt  
Union. 

2 .  cadcmic s t u d e n t s  t r e i n e d  i n  ?.he blon came from 38 
d i f T : ? m t  b d s r d e v o l o p a d  c o u n t r i e s  of  t h e  Ira. world ou ta lde  
Eurore. I r n a  11,070). t h e  UAR (1.030!. Indonesia  (5501, Guinea (400), 
cub& (395)  and-&an.. (215) h s v e . a c n t  t h e  1arnee.t numbers. S ix t een  . -  - .  
L a t i n  Amcrican and t w e l v & . ~ f r i c a n  countrie~ Gave been a m a i n $  
n a t i o n a l e  f o r  academic t r a i n i n g  i n  bloc aoun t r i ea .  The bulk of 
academic t r a i n i n g  hne go Tar been provided by t h e  Sovie t  Union 
and, t o  a l e e a e r  c x t s n t ,  b g  European s a t e l l i t e  c ~ u ~ t r i e a .  Com- 
munist  China p rov ides  o n l y  a n e g l i g i b l e  number o f  academic 
8chole rah ips .  

, A t o t a l  o f  fourteen c o u n t r i e s  a r e  making use  of t h e  
t e c h n i c a l  t ra int  t n o t l i t l e e  p rov ided  by t h e  Sov ie t  bloc.  
fly mid-l!%"r"tscb~cal  train in^ htzd been extended main ly  t o  - 
Ind ian  (1,1701, Gliban (1,04~ UAB (800) and I r a q i  (540)  n a t i o n a l s *  
The USSR playa h o ~ t  t o  mort )&$) of t h ~  t e c h n i c a l  ~ t n d ~ n t s ;  
Eur*opnan ~ a t e l l i t e a  accoun t ing  f o r  24% an& Communist Chinn f o r  
12% o f  the t o t a l .  Thc bu lk  of t h e  r m c n t  i nc reaac  i n  tire nun~bcr 
G f  t u c l m i c a l  t r n i n e e ~  ramc from Cuba, ~ n d  by mid-1361 i t  iles 
ro,ported t h a t  Ghana was con6iAering aendfng oome 31,000 stu'lcnt~4 - 
fob t z c h n l c r l  t r a i n i n g  t o  t h s  bloc .  

rv. Q&g 

( a )  Msin t r c n d q  

the r eco rd  f i g u r e  of $2,717 mi l l iwn,  i e p r e e c n t i n ~  a 2096 increuse  
over t h c  1959 f i g u r e ,  and m o m  t han  t h r e e  L!rres the  1954 vslU0 
of this t r r d e ( 1 ) .  Prom t h e  in format ion  so f a r  r iva i lab lc  f o r  t h e  
year  1961, it would a.?penr t h a t  t h e  rnta of incraose  abovc tho 
1960 l c v c l  w i l l  p robably  be malnts insd.  



,J& Tho bloc expor t s  and imports expanded a t  about tho 
same r n t c  and the  increase  r e sd l t ed  r a t h e r  from thc  growth in  
volume of commoditius exchanged than from g r i m  a r  eeasonal 
f luc tua t ions .  Tho USSR, thc  European e u t o l l i t c a  and Comnunlot 
China pa r t i c ipa t ed  equal ly  i n  'the r a t e  of increase. The 
Europoan s a t e l l i t e d s h a r e  i n  the  t o t a l  bloc t rade  continuao 
to  reprcscnt  almost one-half, t h a t  of tho UBEjR more than 
one-third and thst' of Comnunist China about one-sixth of the  t o t a l  
bloc Grade i i i th  tho undor-developed countries.  

( b )  Roccnt developments 

2'. The pace of bloc t rade  with the underdevelopad 
countr iea acce le ra te& th~oughou t  1960 and during the secsnd 
hal f  of t h e  year the rote of increase  roached a f i gu re  25% 
above that f o r  the  same period of thc previous jreer. This 
increaae r e su l t ed  malnly from the r eo r i en t a t i on  o f  Cuban t r u l e  
and from che rap id  growth of b loc  Wade with a few African 
countr ice ,  amangat w.,ich Guinea, Ghana and Sudan played leading 
rblea.  In Aaia, bloc t r a d e  remained almost s t a b l e  as  compared 
with 1959. Bomo increasee  f o r  Ceylon, Indonesia, Cambodia, 
Burma and Pakistan were l a rge ly  orfrret by a reduction i n  bloc 
rubber, purohaeoe from Malaya. Zn tho MidCIla East  the  olowcr 
r a t e  of increase  was mainlg due t o  the f a c t  t h s t  bloc t rade  
with Egypt, which playa a major p a r t t  d id  not  follow the  general 
trend. 

30. The following tab le  ind ica te0  the  f luc tuat iono In bloc 
t rade  wi th  underdeveloped countr iea  i n  1960 as compared with 
3.959: 
Jndcx or chanze by area  i n  bloc t r a d e  with ~ ~ n d e r d e v e l o ~ c d  

countr ice ,  baeed on t r a d e  i n  cur ren t  p r i ce s  

1959 = 100 

A l l  areaq: - 120 
-- - ~ - . .. .. . .. .. . . . . . . , . . .. , 

Middle Eaet 108 99 114 
Afr ica  177 160 196 
Asia 102 110 96 
Lat in  America 193 200 186 

31. By the midnlc of 1961, 220 commercial agreements 
were i n  e f f e c t  betweon the  b loc  and the  underdeveloped countr ies ,  
which represen t s  an increase  of 16 over the  number of agreements 
va l id  a t  the  beginning of the year. Most of' the new agreumonta 
were with African and La t in  Amcrfcen countr ies .  Mali, the Somali 
Republic and Taeo eigned t r a d e  agreements with the  USSR, and 
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Braz i l ,  Cube, Ghana, Sudan, Burma and Ceylon with the Curopean 
s a t e l l i t e s .  Countries outs ide  &rope which during 1960 conducted 
more than 10s of . their  t o t a l  t r ade  with t h e  bloc a r e  ahown bclow: 

UAR - Egypt 45 

Ouinaa 44 

Cuba 22 

Cambodia 10 15 

Indonesia 9 15 

32. It appears c l e a r  from t h e  d a t a  summarlsea i n  previous 
paragraphe that tho economic offens ive  of  the  9ino-3oviet bloc i n  
lose-developed count r ies  of the  f r e e  world is belng pursued with 
increased vigour and ie  becoming more widespread. The f a c t  t h a t  
t h e  r a t e  of g ran t ing  new c r e d i t s  f o r  econonic purposes had declined 
burin& the  first h a l f  of 1961 should not  be mis in terpre ted;  i t  scems 
l i k e l y  t h a t  tho  1961 year  t o t a l  wi I .1  nea r ly  reach the  1960 a n n u l  
f igure .  I n  any case, p resen t  l i n e s  of c r e d i t  a re  more than su f f i c -  
Sent t o  al law 8n inc rease  i n  ac tua l  drawings i n  the years  t o  cme.  
an f a c t ,  euch an inc rease  5s al ready taking place, and probably w i t h  
i t  sln0-60viet influence i n  rrconomic af 'faira in tho6e countr ies  is 
more e t rong ly  f e l t .  H i l i t a r y  aes ie tance  i n  v a r i o u ~  forms remains 
a t  a high l e v e l  and it acema worth emphasising t h a t ,  if goods and 
eervicoa a c t u a l l y  del ivaret i  under the  loans md gran t s  so f a r  
extended by t h e  b loc  a r e  connidered, Slno-Soviet a id  f o r  mi l i t a ry  
purpooea has a ign i f i cnn t ly  cxcceded a i d  f o r  economic devrlopment. 
A t  the same time, the  number of b loc  technic ians  i n  less-developed 
count r ies  and the  number of tpa inees  of these  countr ies  i n  the  Sino- 
8ov iu t  b loc  e r e  incrcaning. So is t r a d e  batween the  bloc and the 
var ious  devologing area8 of the  f r e e  world. 

33. No now f e a t u r e  appears in the  technique of the  Soviet 
economic offensive. The comoncst  device remains f a i r l y  long-term 
loano (12 years )  a t  low i n t e r e s t  r a t e s  (2*5). Repayment of impcrts 
i n  l o c a l  products ha$ a l so  a g r e a t  a t t r a c t i o n  f o r  less-developed 
countr ies .  The varioue members o r  tine Sino-Soviet bloc continue 
t o  provide amsietance t o  and enlarge  their trade r e l a t i o n s  with 
these  countriee.  The p a r t  played by the s a t e l l i t e s  of the  USSR 
i n  the  offeneivo continues t o  grow; s o  does t h a t  of Communist 
China. There a r e  Ind ica t ions  t:lat b loc  countr ies  aro making 
f u r t h e r  e f f o r t s  t o  co-ordinate b e t t e r  their act ion i n  th i8  f i e l d .  



In t h i s  r e a p r c t  p o l i t i c a l  d ive rgenc i6a  between C o r m n i o t  
Chinn an9 t h e  r e s t  o f  t h e  b l w  have so f a r  had no visible 
repc- rc -~so ions .  

i+ 
A s  t : ~  t h e  geograph ica l  d i s t r i b u t i o n ( 1 )  o f  the S ~ v i e C  

5 f f o r  B i n  t h c  f irst  h a l f  of  1961 the o f f e n e i v e  has b e e n  d i r e c t e d  
ma in ly  Cownrds t h e  new k f ~ ~ i c n n  s t a t e s  and L a t i n  Amut5ica, where 
Cuba hne been r e i n f o r c e d  as a bas is  f o r  f u r t h e r  p e n c t r a t i o r  i n  
t h n t  a rea .  No major new developments a r e  t o  be rzL?orted Prom 
Asia and t h e  MiSdle E a s t  where t h e  b l o c  has  been mainly concerne3 
with t h o  c o n s o l i d a t i o n  oT e a r l i e r ,  gains. Cuba now appea r s  
h e a v i l y  dependent upon Sino-Soviet  sauxeea,  having r e c e i v e d  
$357 m i l l i o n  of long-term eccnomic l o a n s  (d52.5 per head)  and 
oonduct ine  n e a r l y  t h r e e - q u c ~ r t e r s  o f  her  t r a d e  w i t h  t h e  bloc. 
In Africa ,  Guinea remains t h e  f a v o u r i t a  f i e l d  o f  i n f l u e n c e  of 
Ca~muniBC countrlna. Mali and t he  Somo1.i Re.,ublic a r c  the most  
r-ecent oddltlona t o  t h e  l is t  ?f i 'rce world countric+::s : t c .c t?~ t ing  
b loc  economic a e a i a t m c e  and Mali h a s  alaoi,rcbeptcd major a i d  
from Czechonlovakia. 

CHART I: 

CHART 14: 

CHEJ4T 111: 

TABLE I :  

TABLE T&: 

TABLE 111: 

TADLF IV: . 

TABLE V: - 

Sino-SovPct 51oc credits and g r a n t s  extended t o  and 
ilpawn by u n d ~ r % c v o l o p e d  c o u n t r i e s  o f  t h e  f r e e  world 
year by y e a r  from 1454 t o  1960 arid 1961 es t imntss .  

6 inb-8oviet  b loc  t e c h n i c a l  a s s i s t a n c e .  Number. ~f 
bloc pe r sonne l  (experts, t e c h n i c i a n s  and l a b o u r e r s )  
i n  f r e e  wor l a  underdeveloped c o u n t r i e s  ou t s ide  
Europe d u r i n g  six-month periods from 1955 t o  
30th June, 1961. 

Sino-Soviet  b l o c  t r a d e  with t h c  underdeveloped 
c o u n t r i e s  o f  t h e  f r e e  !vorld, 1954 t o  1960. 

Sino-Soviet  economic c r e d i t s  and g r a n t s  cxtended 
t o  underdeveloped c a u n t r i e e  - 1st T ~ n u a r y  t o  
3 0 t h  June,  2961. 

Sino-Soviet  economic z r e & i t s  2nd g r a n t s  extended 
t o  and drawn by underdeveloped c c u n t r i e a  of tha 
f r e e  world; r c c a p i t c b t i v e  t o t a l s  - 1st January,  
1954 t o  30th June,  1361. 

Bloc economic t c c h n i c i a n s  i n  und~rdev61opzd  
c o u n t r i e s  (~anuary - June 1961) .  

T r a d e  of &r&duriderdcveloped c ~ u n t r i e s  with t he  
Sino-Sovict  b loc .  Expor t s  t o  the b loc  (1958 - 1959 - 
1960 f 

Trade of s e l e c t e d  unr!erde?ve3cped c o u n t r i e s  wi th  t h e  
Sino-Sovict  b loc .  
Imports  from t h e  b l o c  (1958 - 1959 * 1 9 ~ ~ ) .  u w - 

(1) 3ee d e t a l l e d  a n a l y s i s  by co1mtr.v at Anncx 
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CHART I 

SINO-SOVIET BLOC ECONOMIC CREDITS AND GRANTS 

Mi''14 *.lmd*d ta and drown by w ~ d w d w e l o p d  camtrios of tho ha* World year by row Ira" 1954 (,I1 1940 
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S;IWO-SOVIET BLOC TECHNICAL ASSISTANCE 

Bloc p s o n n l  (Tuhmcions, Exports and Labows)  in udrd.r.lqd coummr ol th. h n  World oucmde Euope (1) 
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TABLE I1 

SINO-SOVIET ECONOMIC CREDITS AND GRANTS EXTENDED TO AND DRAdN BY 
UNDERDEVELOPED COUNTRIZS OF TAE FREE WORLD 

R e c a p i t u l o t i v e  t o t a l a  

(1s.t January ,  195b - 3 0 t h  June, lM1) 
( i n  m i l l i o n  UQ 5f) 

I 
Econamic credit6 and 

g r a n t s  ex tcndcd(a)  

T O T A L  I 4,132 

Et h i o p i a  
Qhana 
duinoa  
Mall 
Scmali  Republic 
h n i s z a  

ASIA 

Afghaniatan 
Burma 
Cambodia 
Ceylon 
I n d i a  
Indones ia  

. Nepal 
PWstrrr  

(a) Figuress aay not  add up t o  t o t a l a  becauee of roundinge. They d o  
no t  n e c e a a a r i l y  oorreapond to  an a d d i t i o n  of the new credrts 
mentioned i n  Table I and thoae mentioned i n  e a r l i e r  r e p o r t s .  
M f f o r e n c e s  may r e s u l t  from t h e  reviei .cn of f i g u r e e  given e a r l i e r .  
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LATIN AMERICA 464 

Argent ina 104 
B r a z i l  4 
Cuba 3 57 

EUROPE 111. 
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TABLE IV 

i r e 4  and 
' Cpuntry 

HXDDLE U S T  

1. 1r.n 
2 .  Iraq 
5. I s r a e l  
4 ,  Jordan 
5 .  Lebanon 
6 .  WAR - Egypt 
7. UAR - Syria 

10. Morocco 
11. Sudan 
12. T u n i a h  

14. Malaya and 
S l  ngapore 

20. Pakistan 
21. Thsiland 

&Al'lN MERICA 1 2 2 ,  Areentin. 
23. Brazi l  
$4.  Colombia 
25. Cuba 
26,  Mexico 
97. Peru 
Pa. Uruguay 

a 29. Venezuela 

- 
I 
-3TF 
total  

emortq 
(b 1 

3.5 
0.2 
4.9 
10.2 
7.8 
46.9 
31.4 

0.4 
9.0 
481 
7.0 
2.3 

20.7 
4.5 
0.4 
6.0 
6.1 
7.2 

7.3 
7.9 
1.0 

6.4 
3.7 
0 . 4  
2.4  
0.1 
D,2 

21.2 . . - 

i n  millioa 
us P 

5; NOTE: Footnotes are on tha  following gage rn 

I 

total 
orPort& 
(b) 

2.4 
1.0 
2 -9 
11.5 
5.9 
51.4 
12.b 

2.0 
14.5 

4.3 
7.5 
3.3 

25.1 
2.6 
4.4 
6.7 
8.4 
8.3 

1.0.4 
3.4 
0.7 

5.4 
4 . 3  
0.6 
2 . 6  
0.2 . . 

25.2 





Iraq ' 

ULR - Bmt 
um - 0;pb 
Yeden 
Other Middle Eastern Countrise a 

Other &Warn  Countrise t 

Ai@mnletan 
Burma 
Cambodia 
Ceylon 
India 
Indonesia 
Napfi 
Palciatan 
Other keian Countries : 

L a ~ a  
Thailand 

Argentina 
Brazil 
Cuba 





M I D D L E  $ A 8 T  

1. aince October 1958, when a large nrma deal was con- 
clude& between the USgR and Iraq, this country has received at 
least &Oh million craaita and grant8 from tht: Soviet bloc, 
including $la8 million military aid, i?epresentinlj eome $50 
per inhabitant. Trede relations wtth thehlOc have been expun- 
ding rapidly, the European satellite6 becoming more important 
supplier8 of equipment. 

Aid - 
2. No new blac comitmente have been reported during the 

firat half of 1961, but considerable progreas has been m d e  in 
the implementation ol contracts to be exscutea under previous 
eoviet (Jh37.5 million in March 1959, &5 million in Ma 1960) 
and Czschoalovak cradito (d33.6 million in October 1960 ? . 

3. Of the thirteen projects liated in the orlginel 1959 
Soviet agrerornent, all but three are now in various atagss of 
implementation. They include, monget other&: 

- R pharmaceutical plant; - a canning factory; - cotton and wool textlle mille; - a garment-manufacturing plant; - grain ablos; - the inetellation of outomCic telephone exchange 
equipment in Eaet Baghdab; - h plant for extracting aulphur from natural gee 
near Kirlntk. 

By the enti of April 1961, two 8dditirJnal large contracts were 
signed unaer the 1959 Iraqi-Soviet aid :1greernent. The first 
covore the clsnstruction of an electrical goods plant (eetimatad 
coat over A8 million) an& the second an agricultural machinsry 
plant. Iraq has aleo announced her intention to import 
81.4 million worth of oil-drilling aquiprtient from the USSR* 
to be ueod in the Khannqin area, where oil production is con- 
ducted by the Iraq Government. T U B  equipment will pre~unrably 
be paid for out of the 1959 credit. 

4. A contract with the USk3 V I E L ~  signed in February for 
thc insttllation of a 2,000 kw. stamio research reactor at 
Shuwayfah, providad for by n spocinl agreement on the pcarcful 
unea of atomic energy originally oigninad i o  August 1959. Work 
on the Btighdaa - Basra railway project, covered by 3 separate 
&5 million credit egreement, with the U E S ,  concluded in May 
1960, sae started by mid-February 1961. 



5. I r a q  he6 ehom s ign8 of impatience wi th  the  s lov  r a t e  
of implemcntetion of project t l ,  w h i l s t  a t  tho same time mcoun- 
tw in , :  d i f ' f i cu l t i eo  i n  organiz ing the  recep t ion  of  Soviut aid. 
Durir~g the  v i ~ i t  of the Deputy Chaimnan ~f the UaSR Sta t e  
Economic Planning Comnittue, Ualakhov, which l a s t e d  f o r  t b e a  
weoke from t h e  end of January 1961, it appaare t h a t  I r a q  
i n a i e t e d  on, and obtained,  a gene ra l  reduotion i n  aoete  or 8$ 
t o  15% on economLc an4 technical, a i d  p ro j ec t e  t o  bs implemsnted 
under the 1959 l ine of  c r e d i t  extended by tho  USSR. 

5. The ins t ruments  of  r a t l f l c a t i o n  of t h e  I r aq l -  
Csrtohoslovak t achn ica l  an& economic co-operalion agreement of 
Octobcr 1969 were exchanged on t h e  1 3 t h  F e b r u ~ r y ,  1961. 
Pre l imi~ ia ry  s t u d i e s  on a2x out  of the sevan pro j ec t8  included 
i n  the  October 1960 C~eohcalavak c r e d i t  ag reemnt  were 
delivered t o  Iraq by tho and of February, By t h a t  da te ,  con- 
t r a c t s  Por two of these  p r o j e c t s  had been oignod. Apparently, 
thcso p r o j e c t s  had alrea bocn included in  the  three-year t r ade  "9; agreement of  December 195 , under which C-ztchoelovskia undertook 
t o  provido complete p lane  Pal' the a i l  indust ry ,  power e t a t l o n e  
and o t h e r  indupstries; thum a t  loarmt part of the c r e d i t  extonded 
i n  1960 might be used t o r  p r o j e c t s  o r i g i n a l l y  agreed upon i n  the  
1958 t r a d e  agreement. 

7. Arms sh ipneu ts  Prom t h e  b loc  continued du r ing  t.he period,  
in r lud ing  t h e  ~f nix teen  YX0.198 In  January* 

8. During tho first nix mntba of 1961 about 765 bloc  
t echn ie tane  were r e p o ~ t o d  t o  be a t  work i n  rraq, of which 285 
were g iv ing  nii1,tary i n s t ruc t i on .  The t o t a l  o i  c i v i l i a n  
technicians, two-thirhds cor,siE$ting of Sovie t  and the  rest of 
Europaan s a t e l l l t o  n a t i o n a l s ,  is yet another elgn of tho increased 
r n t e  of implementat? r of c r e d i t s  oxtendod. About 110 Irwqisr were 
reco iv ln& technicr '  i n ing  In t h e  UUSR i n  cannerion vtlth variDue 
i n d u s t r i a l  g L i n t ~  suppl ieb  and m i l i t a r y ~ n i n g  of I r a q i  
personnel continut , i i t h  about jO frtpcpis l eav ing  t o  a t t e n d  cowSeo 
i n  the U88R during t h i e  period. 

9. More then 90% of fraq'e expor ts  c o n s i s t  of crude o i l ,  
which ia directact tqwarda the  free worla. Exporte t 0  the bloc 
du.urin$ 1960, confl is tfng mainly of da tes ,  t o t a l l a d  about 63.5 m i l -  
l i o n  rr:yrusonting l a s s  than 2% of t o t a l  exporto. Tota l  imports 
from the b loc  have been m u l t i p l i e d  by s i x  oincc 1958 t o  reach a 
t o t a l  v a l u e  of about 837 m i l l i o n  i n  1960, o r  roughly 10% of' 1rnq's 
t o t a l  imports. The value  of ilnporte from t h e  b loc  has probably 
incrcnsed dur ing 1961. Czeclhoelovakin r a m i n n  Iraq'o pr inc ipa l  
b lo r  ::uppliers eccounting f o r  about 60% of total TPeq import5 f r m  
t l ~  bloc. 

NATO COYFIDENTJA 



10. The permanent Sovie t  i n d u o t r i a l  exh ib i t i on  opened i n  
Baghdad in  November 1960 continued rluring the  per iod under review, 
while a t  t h e  s m e  tima a P o l i s h  t r a d e  exh ib i t i on  wa8 opened i n  
Baghdad i n  February and n Sovie t  conawner goode cxh ib i  t ion  i n  Lluy. 

- 
11. In  May 1961 a s e ~ i e a  of i n c i & s n t s  i n  the p o l i t i c a l  r i c l d  

c r e a t e d  ccnaidcrable f r i c t i o n  between the  UAR and t h e  USSR, bu t  
t he se  evanta d id  n o t  l e s ~ c n  the b loc  econolnio pene t ra t ion  e f f ~ r t s  
and d e l i v o r l e e  of arms. 

Bas 
12. The Eurogttan satellites extended now c r e d i t n  t o  the  

Egyptiau repion of the UAR t o t a l l i n g  about $18 mil l ion .  The 
Egyptinn Miniatry of Ejunicipal and Rural Aff~Prs announcad a t  the  
beginning of Apr i l  1361 t h e  grant o f  a c r e d i t  by Eeot Germany valuod 
a t  $5.7 mi l l i on ,  t o  be r epa id  i n  r i v e  gears a t  2453 i n t e r c o t ,  for tht: 
purchase of machinery and equipment f o r  municipal and public u t i l i t y  
projects. A CZechoslovak c r e d i t  of $12.2 mi l l i on ,  t o  bc rcpaid  in  
e i g h t  gcarn a t  55; i n t o r e n t  f o r  t h e  oxpamion of an  e l e c t r l c  p o w r  
a t e t i o n  hen a l so  been repor ted .  On 23rd February, 1961, Poland 
s igned her f l r o t  t e chn ica l  a i d  agrooncnt with Egypt. Thc amount of 
a i d  extsndaB has n o t  been d lac loscd ,  b u t  it i n  understood t h a t  the 
o b j e c t  at' t h i s  atmistanco i n  t o  improve the  f i n h c r i e n  and hnrbouro 
of the  UAR, inc lud ing  research  on the  eros ion of tho Lgyption coas tn ,  
t h e  setabl iehment of voca t iona l  t r a i n i n g  ccn t r a s  f o r  fiohcrnc.n, and 
the purchano of modern f i a h i n g  boatrr and equipment from Poland. 

13. Alalough the work on the  Aewan Hi("& Dam may be oorncwhut 
behind ~ c h o d u l o ,  it is sti l l  t o o  e a r l y  t o  concludc t h a t  the p ro j cc t  
w i l l  no t  be f i n i ahod  approximately on timo, ba r r i ng  unforcoc:,.uble 
end ~ s r i o u o  d e t c r i o r s t f o n  i n  p o l i t i c a l  r c l o t i o n s  bctwten Ecypt md 
t h e  USSR. An i m g r e ~ s i v e  number of m c i l l i a r y  facilities hove now 
been conetruutad,  ine lud ing  repair and service i n e t o l l a t i o n n ,  
l i v i n g  qua r t c r a ,   warehouse^, admin is t ra t ion  bu i ld ingo ,  an a i r a s t r i p ,  
o l o c t r i c a l  installations, acceao roaclo and a o izcab lc  amount of 
Soviu t -bu i l t  heavy equipment f o r  both  the  f i r o t  md necofld otagen 
i u  a t  thc  cons t ruc t i on  &to.  An appandix hao bccn addcd t o  thc 
Soviet-kgyptlon High D m  Agxbeernent, c a l l i n g  l o r  preparatory s t u d i e ~  
f o r  o powcr l i n c  network bctwecn t h e  Aswan ~ i g h  a lam and Cairo. In 
t h o  o r i g i n n l  plans f o r  thc High Dam, t h i n  network and the povltr 
s t a t i o n  were included 1 x 1  t h e  thlrd and f inal  ntn&c of the pro?e:ot* 

1 The implementation of b loc  #id pro j cc t a  has bacn continucd 
and t h e r e  have been some E r e s ~  repor t8  of con t~ac t r s  aignccl f o r  an 
a n t i b i o t i c s  p l a n t  and a coke and chemical p lant .  In  oracr t o  
dolcrmine t h e  p a t t e r n  of dcvclopm?nt of ~ o u r o c s  of raw rnntcrials und 
b a s i c  i n d u s t r i e s ,  geo log lea l  and togoyraphical  Rurvcya a rc  being 
c a r r i o d  out  i n  Egypt.  



J#t - M;m (conta) 
W 
5 1 New agrccmenta have f i r t h o r  incrcascd tho depondonce of 
~ t h c  UirR on the bloc fo r  m i l i t a r y  Euppliee, an8 sine0 January 1961 

del iver icn of' I4ICt.19 j e t  f igh te ru  have begun, and de l ivsr ien  of t-0 
A and othcr m i l i t a r y  equipment hnvo boan rcnumcd; 80 it v1oul3 appcnr 5 t h a t  tho d i f l ' i cu l t i co  cncountcred which cauned grolonged ncgotiationri 

over a numbcr of ycarn havc now a t  l c a n t  boen par t ly  overcoma, 

2 Technical 
e1thoul;rh no ayec i f ic  new major ormG dcul. has bcun tfisclosed. 

A ~ B ~ B ~ D ~ C Q  
5 
b 16. Out of the  6% c i v i l i a n  t o c h n l o i a h ~ ~  roportcd t o  be a t  
O work i n  Egypt, by mid-1961 the lnrgcnt  s ing la  group consinten o r  
W 150 USBR t e c h n i c i u n ~  on tho Aswrtn High D m  grojoct .  T h i ~  nwnbcr 

w i l l  probably inc rcme  f u r t h e r  whon work on thc occond stage of thC 
Z Dam reaches l t o  per&, Tn addi t ion,  about 245 bloc mi l i t a ry  techni- 
a oinne ware rcportod t o  bo i n  Egypt during the f i r a t  s i x  months of 
a 1961. 

I 17. Crit iclam of b lac  t rading praot icea seoma t o  have been 
&rowing, especially i n  tha aot ton marketing; c i rc l ea ,  and importers a arc m i d  to  bc more r e luc tan t  to taka blac good@, although tho 

&aovernmcnt i n  encouraging such import8 i n  arder  t o  u t i l i s e  tho 
m t r a d c  recelpks r c ~ u l t i n g  f'rcar la rge  b loc  purchsaes o f  c ~ t t o n .  On 
m tho whole, tho b loc  nhara i n  ~gypt'o t o t a l  trade f e l l  from 39% i n  1959 
4 t o  34% i n  1960 as a repu l t  of the  incraaoe in  Egypt's tradc with 
A non-blocl Countrica during 1960. Egyptian exports t o  the bloc i n  2 1960 incrcaaea i n  nbnolUte t c m o ,  but  salw o f  cotton t o  the f r c c  
fi World during tho  1959/60 cot ton  marketing year  roao a t  an even more . eepid re te (1) .  -4s n r e e u l t ,  the bloc ahare i n  t o t a l  ZgyptSan 

cxporte dcclinoCa From 52s i n  1959 t o  45;. i n  1960. SliililarZy, 
& lmporte from the  bloc i n  1960 dcclined f ~ o m  304: of f;gyptla . to t i l l  
5 lmpprta i n  1959 t o  25% i n  1960. No ncw troCo agresmentn batween 

the  bloc countrica and Zgypt vroru announcud during the current  
0 period. Communi3t Chino aignod u third protoaol t o  the 1958 8 t r ade  and peymsnto agreement. Egypt had t r s d c  md p w c n t o  
m agreements i n  force  by mid-1%1 with a11 the Slno-Doviet bloc 
H nountriao, with the cxccption of Albania, and including thc hsiwl 

satellites, and trat¶e t a m  wcre held i n  Cairo with high-level 3 rcprcncntot ivss  of nevornl bloc countrica,  including C a s t  Ocr~new, 
c;l Czochonlovakia a d  North Vietnam. 

a 
I .  18. Wlth a cumulative t o t a l  of about $307 mill lon (inoluding 
fi 8127.7 rnillibn mi l i t a ry  asaintuncc c r e d i t s )  f o r  a yopul~.ition of 4.6 
W H mil l ion ,  Syria  is the country t o  which the Sino-Soviet bloc hae 
k oxtendcd the l a rgoa t  mount of f i n a n c i a l  mi-.l.it.nncu per  cO.pit0 
53 (over $65), bu t  the  r a t e  of implomcntution of +,ko projccts  cover& 
m by t h m :  c r e d i t s ,  with the exception of elolivcrieo of nrmo, han 
4 beon uxtrcrnely alow. 
A 
O 

_------ ...-I-** -I - 
a ( 1 )  Therc arc nome indicat ions  t h a t  cot ton purchnnes by the b loc  
fi during the September 1960/~ugunt 1761 marktting y o n r  have again 

illorsancd and tha t ,  as  a conoequencc, tho ru la t lve  nharc of 
frd0 world E g ~ p t i n n  cot ton p u r c h a s c ~  has shown a tendency t o  
decline. 
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UAR - (contd) 

u 
19. No nevi extension o r  bloc arerdita has been reported 

during the riret half of l961a Many of tho Soviet projecta 
under the dl50 milZion l i n e  of credit  extendetl i n  Octobor 1957 
have not progreseed beyond the planning stage. The only prbojcct 
so f a r  eompleted Ma been the geological survey of 8yriar The 
a e r i a l  photographers a t  work on a tom aphicaf map completad 
t he i r  work t o w a r b  the end of Apri l  19 t? 1. The Bulgarian f i r m ,  
Techno-Export, aoting &a a sub-contractor f o r  the USSR, announced 
the  complatlon of the Rsstan and ihrhar&h dams by the end of 
h r c h  and April roepectivolp. Theae dams are  par t  of the develop- 
ment programme of the  O h a b  val ley9 which l a  expected t o  be aom- 
ple ted  by 1962 and w i l l  eventually Caclaim mra than 30,000 acre6 
of swamp, whilg providing 80,000 ins. hauca annually e l ec t r i c  
power. &vie$ paraonneL were reported t o  be installing nn elec- 
t r i c  sanerating plant a t  t he  Rastcm d*m. This project  uralar the 
1957 c r ed i t  apeam6nt w i l l  oolrt 614 million, and l a  t o  be mpaid 
over a period of twelve years. 

20. Qf the f i .8  b i l l i o h  alredit axtendelf by Czechoslovakia 
a t  t h e  en& oP December 1960, about M.35 million had been oet 
as ide a t  the beginning of 1961 far the Wrchaee o f  46 e l ec t r i c  
generatore t o  be used i n  a village alactr l t ioatLon project. In 
addition, Syria haa purchaeed a%;rr a l s c t r i c  generators, reportedly 
valued a t  &.l4 milLion from Eaat Oerrntang on credi t .  A t  tho 
end or J W e  1961 i t  was reparted that Syria was c >nsidering n 
Hungarian oWer to  builB e f l o u r  m i l l  a t  hkr-ee-Zor, and cold 
e tore  a f a c l l i t i a a  f o r  foodetuffs. In Daccrnbar 1960, Hungary 
exten 8 ad a cpeiiit of @6.2 mill ion t o  the UAR, of which 
apparently about 82.7 million m s  intended for  &r i a ,  and by 
the end of June 1961 Syria rrae conducting negotiations on the 
poaelble uae of t h i s  c r e d i t a  A butane ,;as plant ,  givan by 
Czechoelovakia ae par t  of tha Horns refIn.lry, was ineuyur~ted  i n  
January 1961, but the i e r t i l i s e r  plant  i n  the uame town and the 
railwrry'frsm K m s h l y  t o  Latakia a r e  a t i l l  In the planning stage.  

21. The Federal Republic of d a m n y  hag indicated its 
. Interest  in m i a ' s  most promieing proyoat, the proposed 
Euphratea Darne which had bean under study f o r  eom t i m e  by the 
uam (1). 
Tclchnical Aeeiatance 

22. Bince the f i r a t  halt' of 195qr when 735 c iv i l inn  
techniclane m& 265 mil i t a ry  advileera coming frarn bloc coun- 
t r i o e  were reported t o  be a t  work i n  the countrye the i r  number's 

(1) A t  the beginning of &ptcmber 1 ~ 6 1 ~  it was reported tha t  the 
USSR had withdram from the Euphrates va l l ey  projeot, which 
wae t o  have been completed under the 1957 a50 m i l l i o n  crudit .  
Wost,Qermany w i l l  extend a c red i t  o r  g125 million for th l e  
projec t ,  t o  be repaid over a period of twenty yeare, begin- 
ning i n  1967, a t  3.75%. intoroeti* 
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&@ - SYRIA (contd) 
have been declining to an estimated total of 415 civilian tcch- 
niciane during the first half of 1961; 125 of these civilian 
technicifme were connected with the Qhab valley projcct on the 
Orontee River, and a eimilar number were ongaged 111 topographiccil 
and geological surveys. In addition, about 235 military tech- 
nicians wore connected with training progrsnnnee related to the 
continued arm6 deliven~iee. 

Trade 
23. During 1960, Brian exports to the bloc increased 

coneidorably aa cornpored with the 1959 figllre6,while imports 
from the bloc declined elightly. k both casea, however, me 
1960 figures are well below the racora reached in 1 
U89R is the principal bloc trading partner o f  Syria 

faom thc bloc. 
of Syrian export5 went to the b l ~ c  ant3 125 of' her imports came 

24. The geographical situation of thtt Yemen and its 
etrategic position on the linee of comnunication between Europe 
an& Asia are probably the mln reaeons ~ Q P  the attentlop that 
the Sino-Soviet ploc ie giving to this country. By mid-1960 
about $61 million (including 417 million military aeeistanas 
oredlta) had been extended by the Slno-&miat blao, ropresonting 
about 812 per head of population. 

Aid 

25. Althaugh no new bloc credlta have: bden extenaed to 
the Yemen in the firat halt ot 1961, the bloc made nlgnificant 
progress in this country wit& tha completion o f  the Soviet- 
built firat deep water port In the Yemen, et  Hutbydah, and the 
near completion by Conununitrt China o r  en asphalt-surface4 rood 
from Hudaydeh to 8aapp. The Soviet-built port is capable of 
handling ocean-going reesals in the 10,000-ton class, having 
a maximum draught o f  29 feet. Tha port warJ offlcisll~y opened 
on 2nd April, 1961, and its influence on tho trade patterns and 
aoonomic development In general. is bcing inc~easingly felt- 
The opening of the new road built by Comunist China, vrhlch will 
probably be completad in the near futurc;, will reinforco the . 
profourid improaaion of new prosperity and progress that the 
buaineee community ie increasingly attributing to bloc aosistanilt. 

26. By the mlcldle of March 1,961 3oviet technicians had 
aPPivt?d in the Yemen to undertake a w ~ v o y  o f  thrj Hudaydah to 
Ta'izz road, which both the USSR and Camunist China ha& 
apporcntly previously offered to bufld. No final agreement is 
supposed to be made until the survey iR camplctcd. The United 
States h a  also been octive in tho field of ~oadbuilding. In n 
relatively short time the Yemen has h e n  prhovlded with an 
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( contd)  

appreciablo  economic i n f r a e t r u c t u r e ,  b u i l t  almast exclus ively  
with f o r e i g n  aeeis tance .  

Technical Aeeistance 

27. About 1,200 Woo c i v i l i a n  t echn ic ians  and labourers  
were r apo r t ad  t o  be st work durlng t h e  f i r a t  h a l f  of  1961, of 
which roughly 1,000 cane i a t  o f  Chinbee workore a n g a ~ e d  i n  road 
conet ruct ion,  The completion of  t h e  por t  o t  Hudaydah hae reducad 
t h e  number o f  Sovie t  t e chn ic i ans  from about 300 t o  150, an? i t  i a  
understood that about 50 w i l l  s t a y  i n  the Yemen a s  technical  
advisera  i n  charge of  mainta in1 t h e  5.5 mlla e n t r y  channel. 
There have been 6omc r e p o r t s  ths "& the  Yemen a u t h o r i t i e o  t r i e d  
without suaceas t o  ob ta in  f u l l  c o n t r o l  of  the p o r t  f a o i l i t l e e ,  
which will e t i l l  be kept under the supervis ion of  Soviet cxperto. 
Moet of the Yemeni t r a i n e d  In t h e  USSR f o r  t h e  operat ion of  tho  
por t  Beem t o  have now re tu rncd  t o  t h e i r  country. On the o ther  
hand about 20 s tuden t s  l e f t  by the end o r  1960 f o r  the  U33R f o r  
r n e d i c ~ l  and h e a l t h  t rnfning.  

Trade 

28. During the  e a r l y  months of  1961, t h s  Ysrnan concluded 
t r e k  and payments agreements with North Korea and North Vietnam. 
The Yemen is expecttad t o  expor t  coffee ,  cot ton,  l a a t h c r ,  and 
North Korea w i l l  #upply machinery, chemicals and CextjZeo. No 
d e t a i l s  a re  available on the a n t i c i p ~ t e d  North Vietnamese t rade  
with the Yemen. Trade a t t e r n s ,  which vmre s t a r t i n g  t o  bc nffected  
a t  t h e  beginning oi.1968. a r e  ohctnpling more r a p i d l y  now t h ~ t  the 
p o r t  i e  i n  fill agorat ion.  The USSR has been mpplying  t e x t i l e @ ,  
sugar,  Pioap, na tchce  and Primus s tovea ,  baeic item8 widoly uucn 
by  the  population, whilc  t h e  USSR continuos t o  take  thc majority 
of thc  Yemon'e a g r i c u l t u r a l  expo r t s  - cotfoe  and hides.  It i o  
repor tad  that t h e  USgR hat3 baon prwselng the  Yemen t o  accapt ~z 

b n r t e r  agrctomnt of' & v i a t  petraZeunt products  f o r  oot ton i n  an 
e f f o r t  t o  d lap lace  t h e  prcreent Westarn eupplicre of' the y om on's 
petroleum rapulrements. 

CYPRUS 

29. There are Ind i ca t i ons  t ha t  Proaident Makarios stil l  
p r e f e r s  t o  avoid b loc  technical and f i n a n c i a l  a id ,  i n  sp i t e  o f  h i 8  
stnteinent fn Janurnry t h a t  Cyprus was pr tpared tg accept  a i d  from 
Rny quar tc r r  A l t h o ~ g h  t r a d e  w i t h  tho  blclc: incrcaecd s l i g h t l y  
f i u r h g  1960. it sti l l  reprecanted luee than 3% 02 t h e  t o t a l  f u r ~ & n  
t r ade  of Cyprus. Tvro b n r t e r  dea l8  concerning an exchawe of 
Cyprua orange6 f o r  ruvar from the U39R wuro concluded dur ing the 
first h a l f  of 1961, and Hungary agreed t o  purchase 2,000 tono of' 
Cyprus winea f o r  which t h e  country  had encountered some d i f f i c u l t y  
in f i nd ing  ou t l c t a .  



OTHEP MIDDLE IWflTERN COIJNTRIEQ ( COII td) 

IRAN 

30. The atancling Soviet of'fsr t o  conetruct a o tee l  m i l l ,  
and provide o ther  f inanc ia l  a i d  q?pRrcrrtly continuco t o  be baocd 
on the  condit ion that Iran should withamom from CENM anb 
renounce its bi la ter lc l  agreement w i t h  the United Eltatas.- 'Phsre 
is no s ign  that the new governmant, whkch came i n to  power i n  
Msy 1961, w i l l  a l t e r  the  previoua Iranian l i n e  of conduct. Trade. 
with the bloc dur5ng 1960 remained a t  about the same l eve l  as In 
1959. Irngo+s from the  bloc showed a substantial decline i n  
gotual velue, while axporta increased s l l p t l y ,  reprcsentlng by 
tho end of 1960 about one-quarter of Iran a t o t a l  exporto, aa 
compared with mu-fifth in 1959, i f  petralmw axpo-rte are 
excluded. 

31. The results or bloc economic a c t i v i t i e s  h a m  apparently 
not  aoma up t o  t h e i r  expactations ra iaad  by tho extenraien i n  
July 1959 of a #ll#) mil l ion l l n e  o f  crw3it by the  tf31W. During 
the  f l r a t , h e l f  of 1961 the bloc appeared t o  ah f r t  the  empheais 
i n  i ts  r e l o t i a n r ~  with Ethiopia tram pfadominantly oconomic a i d  
n a t i v i t i e s  t o  cu l tura l ,  diplomatic and p o l i t i c a l  propaganda 
e f fo r t s .  

32e Xn march 1961 the USSR prewntad  a revised s e t  of 
propofsale i a r  the  petroleum re f ine ry  a t  Aesab whlch ra i sed  es t i -  
m t o d  coats  nearly tWeefa ld  from the crri(l&nal estimates of 
Yarah 1960. T b  governnrant had ~cceptetd i n  pr inc ip le  the refinery 
proposed RB R mJdr projeot  under the 1959 l i n e  of c r e a i t ,  but 
the rovicrsil coat estimated compnracl unfasva~ourably with clsmpetitivo 
Weetern propoaela. By the  cnd o r  Apr i l  a new revis ion of t h e  cant 
certlmwte ws8 arlnounoeb, this ffme more In  kina with the or lginnl  
proponnl. Negotiation8 3n t h i s  pro jec t  were continuing. 

33. The only other evidence of progreas i n  implernmting 
car l ie iv  bloc promisea ware the signature of a construction con- 
t r a c t  Pnr t he  scicondary achonl a t  Sahardar, t o  be b u i l t  by tho 
iJ3f3? 4s A g i f t ,  R ConCmct signed with Czachoslovnki? for the 
pW~hA~69 o f  h o m i t a l  equipmlsnt under the  December 1959 Caech 
$10 mil l ion c rod i t ,  t o r  which equipment Ras been a r r iv ing  in 
Ethiopla during the f i r e t  half  of 1961, ~ n d  the ~nnouncermtnt tha t  
Czacho~lovakia would bui ld  a p b a t i c  boot and   hoe f a a t o w  under 
the  aamc Czech credi t .  
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39. ~t about the snmo time, a crerfit of 87 milliar? to  
finanue imports of f ac to r l ee ,  machinery and transport  equip- 
ment was cxicnded by Hungary. This c r e d i t  bearer e 23% 
intarcrJt r a t e  end is rcpayablu over e ight  ycare. The Hun- 
garinn belogution i n  Ohm indicated t h a t  tho amount might bo 
doubled l a t e r  t o  include auch s p e c i f i c  pro jec ts  a s  a p h a m -  
cau t i ca l  ractory,  on aluminium cable factory,  a l i g h t  bulb 
fac tory ,  minor hyaro-electric and tlrctrmo power s ta t lone ,  canning 
f a c t o r i e s  and f l o u r  mil lo ,  nnd the proviaion of  diese l  loco- 
motlvoa and railway coache~.  Thia Hungarian c red i t ,  l i k e  the 
Pol ish on0 referrod to  i n  the previous paragraph, ooeme to be, 
more i n  the nature  of  a commerciRl c r e d i t  than n p u r ~ l y  
developrnmt one. It i s  tlre first time Hungary has axtended 
aoonomic aid t o  nn AiWaan country. 

40. By thc m a  o f  May, Czcchaalevakia signed an economic 
and tcchnical  aasfstanot! agrocrnent praviding f o r  a dl4 mill ion 
crodi t .  Unaelr the  terrw of t h i e  agreement, Czechoslovakia w i l l  
PrOvi&@ technical  aeaiatance f o r  the  conetruction wf hydro- 
a l e 0 t ~ i C  power plants t o r  Cow nwlti-purpose projects ,  soverul 
hoapltnls,  a tannery, slnd various plants t o  produce sugar, 
oeramica, shoes, plywood, tyrea. In June, contracts  were 
signed with a Czechoslovak organization f o r  technical  aurveys 
o f  r c r i o u s  r i v s r a  in the  Western region of Bhsna t~ datarmina 
posaible  site8 i o r  power s t a t i o n a  which Czechoslovakin would 
dasign. The W.anian Minister of Tramport  haa contracted for  
two more IL-16 a i r c r a f t  for Ghana Airways wdor the same crodi t  
i a c i l i t i e e  ae tho ear l ier  purchases, paymsnta being made over a 
period of e i g h t p a r a .  

41. 9 technical  anrsistzlnee agreement with Conmunist China 
W e  repor tsa ly  under negot ia t ion (see footnote to  p r e v i a u ~  

) 

42. Of the  f i 0  mil l ion  l i n e  of credit extended by the USSR 
i n  A U ~ J U ~  1960, a t  l e a s t  one-quartar bid been drawn by mid-1961 
nnd during the  poriod under rcvlea ehipments of arms continued 
t o  a r r ive  i n  a h a ,  reportedly t o  be lsupplied t o  d iss ident  
elements i n  o the r  African aountries. 

Technical Asalstnnca 

43. a1 thc  above-msntioned nealy-extended c r e d i t  agree- 
mentn proviile f o r  technical nesiatencts. Polish, Hungarian and 
Czcoh export8 a r e  expc~ctad t o  orrive i n  O b n ~ i .  The incrdaoe of 
b loc  peraonrAel i n  Qbnn is expected t o  continue. By the end o r  
December 1959, t h i r t y  exper t s  ware reported t o  be prcaent i n  
t h c  country. By the  enn of 1960, t h i s  number had grown t o  120, 
and reoched 205 by mi&-1961. 

44. The number of Ghnnian s tudents  t r ~ i n e d .  i n  the bloc has 
b m n  growing, although thf: announcement mclc a t  the end of 1960 



by President S h w i a h  saying that [fhana would Bend 3,000 ntudenta 
to  bloc cowtrSc8 during 1961 ha@ a0 f a r  not meterialieed. By 
mi&-1961 about 250 Qhhanlan student6 ware reportedly studying i n  
bloc countrleti, ~ i n X y  i n  the USSR. It w i l l  be recal led t h a t  
about 3.000 ahaniens arc r'eported t o  be atudying i n  f r e e  world 
~ O W n t t ' l e B .  

45. Ohanate imports af gooda from the bloc awing 1960 
inoreased t o  4% of t o t a l  importa (s of t o t a l  import8 i n  1959), 
cement and aircraft being the pr inc ipa l  conmoditicrs concerned. 
The USSR plays an important ro l e  i n  the aupply of a i rcraf t .  
and taahnica l  a s s i s t a n t s  i l o ~  Ohens Wrways. 

46. Export8 t o  the  bloc during 1960 Pose considerably aa 
a rauu l t  of the  important purchaeee by the USSR of cocoa durlng 
the: 1959/60 crop p a r ,  bu t  the  Qhana Cocoa Marketing Board has 
found t h a t  eomo of the bloc purchrreee had been resold i n  Wentern 
&rmny. Exports t o  the bloc increased f r o m  2% i n  1959 t o  7% 
o f  t o t a l  exgorta i n  1960. It seelnet hovteverr, that &wing 1961 
t rade with Zha bloc w i l l  not fncrsese a t  a r a t e  comparable t o  
t h a t  of 1960, eincc tba bloc i e  epparwttly encountarlng cons13ar- 
able dif'f%culties In breaking i n t o  the conaumer market i n  the 
fa08 o r  Western competition, except t o  some extant  f o r  sugar an& 
frozen f i sh .  The t h r e a t  that t r a d i t i o n a l  markets f o r  Ghanian 
cocoa might be influenced by bXoa re-exports ot' th i s  product w i l l  
pr0bnbI.y inipade large+scale  purchases of cocoa by the bloo. 

47. Of a l l  the  Afriaan countries (1)" Guinea t s  a t  present 
the one which hae the cXosest xonomic t i e s  with the  Bino-Soviet 
bloe. She has received the l a r g e s t  amou-.,t of f inancial  nssistnnoe 
(about $138 mil l ion,  repreeen?ing aqaut &0 par l n h n b i ~ n n t ) ;  eha 
i f 3  playing host  t o  by Car the l a r g e s t  number of  bloc technici'ins 
i n  any einglt2 Afr&cnn country; ahe is sending by f v  t h e  lsrgcet 
number of Airican technisiana and students f o r  t ra in ing  i n  bloc 
C O W t r i W  (about 500);  ahc is the o n l y  African country vhich ha8 
accopted exton8ive m i l i t a r y  a id  from the  bloc; an8 she i s  depending 
on her tWde w i t h  t h e  bloc t o  a muoh l a rger  extent Chat any  o t h e r  
African country. 

48. The Sina-Soviet bloc continued t o  expand i t 6  a c t i v i t i e s  
In Ouinea, apparently considering the country as 8 shcwcaae i o r  
the benef i t  of othe other  Arrican s t a t e s .  In ortior t o  avoid alarm- 
ing o ther  African countr ies ,  t he  bloc mlght well have imposed Soma 
s e l f - r e s t r a i n t ,  leaving Guinea considerable independence of action* 

1 Egypt i a  coneidered ae p a r t  at the  ' m e ' E a 8 t  



President Sokou Tow4 repeateAly asser ted  the neut ra l i ty  of 
Ouinea, and indicated recep t iv i ty  t o  an increased Weetern 
Europeun and United States  r o l e  i n  Guinea. T h i s  technique soems 
t o  be an inversion of the more usual African strategy, welcoming 
a i d  from t.he bloc both f o r  i t a  orn aake and i n  order t o  stimulate 
t he  West t o  g rea te r  generoqity. 

49. A l l  m j o r  bloc @ @ ~ t P i t ? S  have been par t ic ipa t ing  i n  the 
bloc o.oonomtc offensive. The U S R  has bean providing more than 
half the t o t a l  bloc f inanc ia l  aasiatenae, but  by mid-1961 the 
European e a t e l l i t e e  relrc a t i l l  prouidi?tg more than half the 
technical  ae818tancs peraamel  and were b+ I a r  the most impor- 
t a n t  bloo trade par tners  of Guinea. Comnunist China has shown 
inareaein$ i n t e r e s t  s ince 1960 i n  poseible f i e l d8  of  economic 
penetrat  ion. 

50. No new c r e d i t s  were extended t o  Ouinsa by the bloc 
UuFIng the parip8 under review, but  a nurnbar ofgrants estimated 
a t  about J% mil l ion  were mads, incluaing sovie t  equipment for  a 
500-bed hoepital.  Up t o  t h e  end o r  1960, only a negl igible  amount 
had becn drawn f rgm the accumulated c r ed i t a  an8 grants so f a r  
extended, and during the  f i r a t  haxi crf 1961 the bloc concmtrated 
on the  implementation of pr~jecte promised ea r l i a r ,  which were 
included i n  the Ouinea three-year development plan (1968 - 1963). 
Ftnancial a i d  80 f a r  exSanded gsprorsante probably a s  Wch ae 80% 
of the c o u t r y ' e  annual na t ional  income. 

51. Projec ts  under the  Soviet c r ed i t  which are  being sur- 
veyed or are under construetion include rnoderniaation of the 
Conakry a i r f i e l d ,  r ehab i l i t a t i on  of the port  of Conakry, road- 
bui lding i n  the Conakry area, moderniaotion of the Guinean r a i l -  
wayla, a polytechnic i n s t i t u t e  fo r  ~ , 6 0 0  students and cetablish- 
merit of tho Ctuinean nat ional  a i r l ine .  In  a d d i t i ~ n ,  technical  
atudiee ore under way far three 100-lrQom hots le  and the extension 
of roads and railways, pbesibly to Mali. The f5OO-bed hoapital 

r e emtea  a8 a g i f t  by the IJSa is t o  be b u i l t  a t  Conakry and w i l l  
ge tho l a r g w t  i n  t h e  country, fk~cluding departments of' BurEary. 
dentiotry,  therapeutlce and phyelotherapy. Soviet s t a f f  arrived 
i n  Guinea during the spri.ng t o  supervise ine ta l l a t ion  of the 

53. A Jo in t  Polieh-Ouinean l fshtng f l e e t ,  consistirrg of 
~ O U F  Y O B B B ~ B ,  and i n ~ l u d l n g  a Polish crow which is t o  t r a i n  

2 Ouinonns i n  navigation enc? f ishing,  was fo rna l ly  inaugwato& On - 0 the 10 th  May. A s t a t e  fYehing in&ustry is t o  be established by 
*- Poland, providing fo r  raf r igera t ion ,  atorage, and road transpop- 
h t a t i a n  for  the d ie t r ibut lan  of the catch* 
& 
0 541 Czechoelovakia is engaged i n  the oonstruction of a 
O nat ipnal  pr in t ing  of f ice  and 8 broadceeting s ta t ion ,  and Hungary 
U 



i n  the  d r i l l i n g  of WteF wells. Bulgaria,under the terme of an 
agreemont on s c i e n t i f i c  and technical  co-operation signea during 
the  perl?d under review, is t o   and water engineers, mining and 
a g r i c u l t u r a l  expmts ,  doctors 'and acient i5te .  Communiot Chino 
is mainly concerned with t h e  eetabllsiment of r i c e ,  t oe  and 
pepper p l m t a t i o n e ,  and wlth the  r e h a b i l i t a t i o n  of o quinine 
factory.  

55. In  l a t e  Yay, t h e  f o u r t h  &l ivery  of U,m armamente 
a r r ived  i n  Guinea, reportedly including f i v e  tanks, amphibioue 
vehiclae, a r t i l l e r g a n d  small arms. The t o t a l  delivery of 
bloc mi l i t a ry  equipment t o  Ouinea eo faF roceived apparently 
exceeds the needrr of t h i s  country, and eeem t o  indicate  tha t  
lluinca may be a centre  *om which othsc Weat African countries 
a r e  gc t t tng  arm& 

56. The number of bloc t s c h i c t e n e  i n  Guinea increased 
a t r l k i n g l y  f rom about 385 a t  the and o f  5960 t o  about 3,200 
d u r i q  the  i i ~ e t  e i x  montha of 1961. A Oufnean o f f i c i a l  haa 
e t a t ed  that * b e ~ e  w i l l  be aboltt 31CW0 bloc technician8 i n  
Ouinsa by the end of 1961. As the implsmntation of the pro- 
joc ta  procec~de, prcjcat.*naXy*ta have been increasingly replaced 
by working-level fore- and apec$alla%a. &me f r i c t i o n  
between Ouinsan* and bloc tlaciinio&nne haa occasionally been 
repor teh  but there  i a  no cvidente of l ack  of competenae? or any 
general dlsaattef'aotion wfCh the  perforuqmca o f  theere tech- 
nicians.  Because o f  the  increased a c t i v i t y  i n  the nr r iva le  of 
equipment and tschnicianrc, e a r l l e r  c r l t i c i a m  concerning tho slow 
r a t e  of implementation hae subsided. 

57. A jo in t  Ouinean and East a e m n  mrking parmty met i n  
Juna t o  considor the establirshetnt  of normal t rade rcltitions. 
Ouinaa b e  signed three-year t rade  apoemonts with North V i d t -  
n m  and North Korea. Previous trade batwean those countries had 
boen non20xiatont, and the mounts  involved w i l l  probably 
remain negl igible .  By mid-1961 Outnea had t rade and p~paymenta 
ngreemente i h  f a rce  w l t h t h e  U@Rt Comnunist China, Czocho- 
slovakfa, Poland and East Oermaay, and t r ade  agreements uith 
Hungary, North Korea and North Vietnam. 

58. Oulnea's imports from the b loc  continued t o  grosv, 
rt aching of  total imports i n  1960, aa  compared r i i  t h  18% in 
1959, and negl ig ib le  percentages before t h a t ,  Xxports t o  thc 
bloc grew from U+$ i n  1959 t o  23s of t o t a l  exports i n  1960% 
Ouince's t r ade  d e f i c i t  with t h e  bloc was, by thr: er,d of 1YbOt 
estimetod a t  d9.4 milllon,  an6 the  ctvrmlative t rade d e f i c i t  w i th  
the  bloc had r i s e n  t o  about &5 mill ion by April 19610 



59. Tilc continuing tenelon between Senegal and ida l l  
aggravntas the  economic d i f f i c u l t l e e  which the  l a t t e r  i a  faaing 
and makes i ts f u r t h e r  development a l l  the  more dependant on 
foreign o l d .  Mali b e  accepted a m a l l  amount of United Sta tes  
a id ,  and the United Kingdom and I s r a e l  have reportedly besn 
o f fe r ing  ass ia tanca* The bloc has exploi ted Yali'a receptivity 
t o  ecortolnic a i d  and hae extended c red i t e  of $56.9 mill ion 
equivwlent t o  about $l4 per hemi i n  a country where the  per 
cap i t a  inoome i s  extremely $ouv. 

60, On 13 th  March t h e  USSR and MalS aigntld on econamir: 
and technical  ao-operation agreement, praviding l o r  o long- 
term Soviet c r e d i t  of #&& mil l ion  f o r  economic davelopment, 
and on 24th June it m e  o f f f c i a f l y  a n n m c e d  t h a t  Otochoslovakla 
had agree& to  pravide varioue c r e d i t e  t o t a l l i n g  a2.5 million. 
CommunioG Chins had a l s o  agreed i n  pr inc ip le  t o  oxtend a long- 
term !.om, tba smount of which was %till t e  be negotiated. 

6 ; .  The Soviet loan 4e t a  be ueed f o r  technical  aesia- 
tance i n  prospecting f o r  minerals, conetruetion of a cement 
~ l n n t ,  navigational  improvement on the FIfge~ River, eatab- 
l i s h w n t  of a t ra in tng .cent re ,  and deaignlng and su~veyfng  a 
railway l i n e  t o  Z:nk up with #uinear8 trrrneportation syeturn. 
Bovict comerc ia1  a ipe ra f t ,  he l icopters  ~ n d :  a i r p a r t  equipment 
ore also being f'urnisbed, perhaps under a separate c r e d i t  
agroc ,ICTL. 

62. TQa Czechorrlnvek c r e d i t s  cons is t  mainly o f  8 &LO 
mlll ion loan t o  be used f o r  t h e  conatructfon of f lou r  m i l l s ,  
Q textile-mancfacturing plant  and astsambly p lan t s  l o r  agricul-  
t u r a l  machinery and bicyclas .  The c red i t  can be dram u n t i l  
1965 end par t  of it m y  rrl so oavur t he  coat ?t h m p i t a l  

' 

l abora to r i e s  an8 trmoke. Par t  of the repayment i~ eaid t o  ba 
milde in. peanuter About $1 mSllion will cev t r  t h e  gurchaeo of 
Czechosio\wk ~ l r c r a i t  and another f i . 5  mll l ion  w i l l  be used f o r  
the t r a in ing  of Mali p f l ~ t s .  

63. Them have been a o m  r epor t s  a c ~ a k d i n g  to  which 
Czechoelovnkla has a&rt?et!l t o  p r i n t  currency f o r  HnL1 if the3 
country dectdec9 t o  leave the f ranc area and form a c Wtmo 
union w i t h  Gu&rica. In addi t ion,  Mali reportetily entcreii in to  
a i jvs-yonr c rod i t  agreement w i f h  Ceschaslovskia bonring 2 8  
i n t e r e s t  for  tho &elivtwy of ems, but the  f u l l  amount of %hi5 
c r e d i t  i a  unknown. 

Technical Aseietance 

64. About 45 Czech technicLane were rcportod t o  bc i n  
Mali by midi1961 a s  an ndvanco par ty  fo r  Largo numbere who 
w i l l  go t o  the country a s  soon a s  the implamentation of the 



&JJ (contd) 

above-tnentioned c r ed i t s  hae been s tar ted.  The major par t  o f  
thoae technicians arr ived i n  M a l l  i n  ear ly  May t o  operate n i r -  
f i e l d s  and control  towera p r ~ v i o t ~ s l y  manned by French mil i tary 
forcee. Czechoslovakia haa a l so  apeen  t o  aeeiet  in. the 
t r a in ing  of M ~ l l  journal ie ts  and there a m  some inaicatione 
t h a t  East Germany may provide teohni.cal asaietanoe t o  the Mall 
Information Serflcs. A e o i e n t i i i c  end technical  co-aperation 
agreement m e  d s o  aignsa with mgarla.  Co-operation in  the 
f i e l d  of r n~b iea i  research was agreed betweon Mali on& North 
Vietnam* 

Trade 

65. ' f n  addi t ion t o  It8 t raae  and paymonte egreernente aon- 
cXudaQ with Czechoslovakia a t  the  cnd o t  1960, Mali ~ignud trade 
agreemente with the U85R, Communist China, Eaat Germany, 
Bulgnria and North Korea during the rirst h a l t  o r  1961. Before 
1960, Francs had been purchasing the peanut crop of thc Soudan, 
ae Mall was faPWmrly known, a t  price& generally well abovc the 
world market rice@. Zn February 1961 it wne announwd that  
Mali would s e  f; 1 nearly a l l  i t 8  peanut crop t o  the USSR and 
Czeahaslovr*kia a t  terms apparentlp s imi lar  to those offered 
by  the rPrench.galf of tho  payment i t$  t o  be in  d o l l a ~ a ,  or a th s r  
convertible currency, and the  other holf i n  a selectcri list of 
goods vfhich wcro spec i r i ca l ly  inclu&ed i n  the trndo agmmmento. 
Since peanute a r e  Yali'm majar export, t h i s  change represents 
a coneiderabla r e d i ~ e c t i o n  of the c;ountry1" foreign trade. As 
a land-locked oountry. Mali found. i ts  en r l i o r  n ~ t u r a l  out le t  
t o  the  eea through Senegal, where a railway l ink  connmtcb 
Bamako, c ap i t a l  of Mali, and Dakar, but sinco the separation 
from Sanegnl, Mali has beaome increaeingly dopetkdcnt en tmna- 
por ta t ion  t h r q h  t ha Ivory Coast, Upper Val ta  and Guinea, 
honoe the coonmic importance af the railway l ink  botwmn 
Guinea and U a l l .  

66. Tho trade flgreemant with tha USE% calla f o r  the 
oxchnnge o r  Mali pemute, cotton,  waal r\nd folk a r t  f o r  S o v i e t  
cnp i ta l  goods, ro l l ed  e t s e l , p a t r o l e w  products, rnanufrtctured 
and consumer go'odil, and foodetuffc. ThE trnao agreement pra-  
v ib te  f o r  tho "rnoet-fovoured nation treatmentH. The t ~ a &  
with Comrmnlst China would 'be on a clear ing account baeis .and 
China would import pennuts, r ioe ,  cotton, wool, hidca end 
skins  i n  exchange tor machinery, s c t o n t i f i c  instruments, 
electrical npplianceo, chernicala, druga, mzdloal equipment, 
s t e e l  products, bui lding mater ials ,  t o x t i l s s ,  foodstuff8 cnd 
consumer goods. The agreement is valid for one year, snd is 
renewable; accounts w i l l  be settled i n  Mali francs. 



c;l 67. Although no c r e d i t s  f o r  economic development have so  5 f a r  been accepted by YOFOCCO, a tew dovelopmonts in  n&rrowly 
& l imi ted  l i o l d e  ora t o  be reported. 
W g bid and Technical Arralatance 

F: 68. . During the  rlrst week o r  February 1961 t r a l v e  UIQ-17 
U j e t  f igh tore  and two ILIa-15 t r a i n e r  a i r o r a f t  were delivered t o  

Morocco. In spite of assurance6 by the Moroccan aovernmcnt tha t  
no 3ovlet techniclane would be involvad, abaut fo r ty  did accorn- 
pany the  ~ N p m e n t  t o  supe~viee the asaembly o f  tho a i rczaa t t r  
Moat of them ware replaced i n  May bly personnel iram Egypt, 

W apperently a t  the  requesrt of the  Uoroccsm Oorsrmont. 
m 

2 69. In  March 1963 two sovie t  teotiaicians, rollowed short ly  , a f t o r  by another couple of exports,  a r r ived  t o  atucly the  
f e a a i b l l i t y  of the  comt ruc t ion  o f  a shipyarcl a t  Alhuoemao, . a drsaigned t o  bui ld  m a l l  and medl-sized boats ,  chief ly  f o r  the 
coaatguprd f l e e t .  The project ,  i t  la aaid, would coat about 

5: d8.4 million,  an& would bo put t g  intapnat ional  tender a f t e r  the 
Sovie ts  have presented t h e i r  i n i t i a l  report. 4 

cl 70. On Uey 8th. lloroaco conaluded an economic and tech- 
n i c a l  aealntance agtreamont with Gzech~slavakia. no d o t a i l e  are  W fi avai lab le ,  but Cattchoslovakla has reportedly agreed t o  p ~ o v i d e  

,machinery and t echnica l  a m i s t a n c e  i n  the t o r t i l o ,  magar an8 
Ohcmical industr ieer  Some Czech tachnioiana arrived i n  R ~ b n t  

& on 19th May. - 
J 
i/i 71. Czechoslovakia concluded a c l v i i  avintion agrserncnt 
0 with Morocco extcnriing lnnding r i g h t s  a t  Casablnnca airf i u l d  
4 t o  Czech a i r l i n e r 8  going t o  Bamako (&fal;~)  and Accra ( ~ h n n n ) .  
U 
m 
H 72. A North Korean goodwill d e b g a t i o n  v io i ted  Morocco 
fi a t  t h e  end of June,,at tho conclusion of a tour  includin8 
~ a u i n e u ,  Ghunn and M l i .  A j o ln t  cornmuriqu6 on the  eve of 
= t h e i r  departure announce& t h a t  agreement t a s  been reachad an 

the  promotion of economir, and cohncrcial exchangeo. P? 
3 
a 73. On 12th ;Tuns, a Soviet t r e i g h t w  i s  suia t o  have 

I unloaded i n  Cnsablnnon hmbour about 2,000 tons OP m u n i t i o n ,  
fi smell nmne, l i e h t  a r t t l l o r y  tmd ~ n t i - a i r c r a f t  guns gooel'oly deetined 
W f O r  the  Algerian rebela. 
H 

74. During 1960, bloc imports from Moroca,inorensaB 
c ; l s l igh t ly  over the 1959 t o t a l s ,  and bloc exports t o  Morocco 
O r e g a i n e d  approximately t h e i r  1958 l eve l  a f t e r  1 drop i n  1959. 
WTrnde between YoroocaRnd the bloc colultrics docs not repraaant 
fi more than 5% of t o t a l  Moroccan foreign trade. Par t  of t h i s  

Ldoroccnn t rade consieta  of the  t r a d i t i o n a l  exchange o f  green 
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UOROCGO (contd) 

tea from China for phoeghates from Morocco. Morocco has hnd traclo 
and payments agreements with the most importnnt countries of the 
Sino-Soviet bloc for some time, and no ncw developments drc ta 
be reported in this rleld during tha poriod under review. 

75. A Higbrian mfgsion has bcen visiting Czochoalovakin, 
the U88R,Foland and Comunist China during May and June In order 
to eetnblish econonii~~relatlona and to obtain financial noaietmce. 
Although the, mi881on we5 apparently not empowered ta conclude any 
economia qqreements, it laid the groundwork for poaetibLe subsequent 
nogotiations an forum1 agreements. 

76. On the 5th June, n joint Nigerian-Czechoslovnk com- 
munigua announoeb, nett to the establfehmant of dlplom?tlc roln- 
tione, thnt C@echoalovakia w n ~  willfng to provide Nlgerin with 
long-term econamic aid in the fields of' agricultuse, industry, 
mining, trnnsport and public hBe2th. A t  the same Lime, Czecho- 
slovnkia expressed her readiness to grant acholnrahiper and aupply 
export~. A Czeoh misaion was sent to Nlgaria for further dtscus- 
sione. 

77. After the visit of the H1gerir.n delcgution to Moscow, 
PRAMA reported tkct the USSR ha& a f f e ~ e d  economlc and tuchni-31 
aasistnnce for the development of agriculture, thc canstruction 
of food-processing plants and the establishment of tcchnlcal 
trnining achoo2s. It wae ale0 montioncd thnt Niperinn atudenta 
would be accepted at f3oviot edu~ntional inatitutions during the 
1961/62 ac~tternic year. 

780 Polmd sxpreseed hcr r&s&inens to defivar indu~trinl 
installatione on credit, end to send tcohnical dalegations to 
determine projeats which might be constructed wder the credit. 
Polnnd nlao announced that 3 workshop for a Nigerian technical 
nchool an8 fifteen scholarships For higher studles in Polnnd had 
bcen offered as a grant. 

79; Comunist China has reportedly offel-e? to supply complete 
aets of industrial and agricultural equipment, to give tt'chnlc?l 
a i d  and to develop cultural relations. A Chincac trnde dsleg-tion 
arrived in Nlgerin on the 6th April. By mid-1961 nonc of thaw 
credit agreements had, howevor, fommlly mtcrialinod. 

80. During its viait the Nigerian clelcgltlon rcrcived a f f a re  
from tho four above-mentioned cowtriea for the csncLu8lon of 
tmde ngrecmcnts. Up to Jut: L96i, trnde rolntionn between 
Nlgcria nnd the bloc hud been negligible. 



81. Amon8 the Airicon countries that gsinzd independence 
during 1960, the Somlf Republic le probebly one of those facing 
the moat coneiderable economic difficulties+ The  country'^, knovm 
agricultural ~ n d  mineral resources aro limited. The population 
oonsista mainly of nomads, and almost none of the inhabitants is 
trainod in the adminietrative and technical skills required for 
economic davelopment; the local educntian system is hopc1ead.y 
inndeguate. The country will hot bo able to even ttret 
m i n i m  costs of government without contfnwd large-ecala aeeia- 
tame from abroad for years ta come. Tba Bino-&viet blac han 
been trying to exploit the precarloua ccanamic altuatian of the 
8omoli Republic, and the desire of the government for mora aid, 
to merit the rising e catatione of the population. Eurlng the 
first six month6 of' ? 1 61, the bloo made ~onslderable progrose In 
developing polltinnl and economic relatione with the Somll 
Republic. 

u 
82. Since early April 1961, both the US=  and Gzechoslovakta 

have been otforing to conclude aid, trade, cultural and scien- 
tific co-operatfon agreemanta. They invited a Somali aeleystion 
to visit the USSR and Czeahaslovakla in lato b y  fin8 early Junc. 
ha a reault, the USSR extended m.5 milllon in long-term credit8 
for induetrial an8 agricultural developmentl and a b7.9 million 
five-year credit ta finance comdity deliveries. In addition, 
the U8SR promised to build a8 gifts two hoepitala, n printing 
houaa, a technical aehool and n radio etettion, and agreed to 
send doctors and t~acherr to the &malt Republic end as well to 
train Somali health pereonnal. Czechaalov~kia oxtendoa n 
h . 2  mlllion credit. 

83. The U88R credits though mil from the point of vtow of 
the donor country are nlaoat oquivnXent to the Somali ~epublic'n 
CtNP. The Wmali government had raqumted in its original nagotin- 
tiona with the USBR aesiatance in the improvement o f  the ports of 
Mogadishu, Bera and W p m ,  n d m  ;ma an internntional sirport, the 
development of water reaoupces, agrioulturel irrigRtion, geolagical 
reecarch, the develaprnant af plcocosslng lndwtriee, construotion 
and equipment of hgepitals, 8ch0018 and fin inforF~tion 8erviceb 
Port construction i t r  apv~rently the mnjor nrao in which Western 
an8 bloc intorsets m y  conflict. 

84. No specific use8 for the Czechoslovnk credits ware 
announcod, but a Czecho~lovak negotiation dcleg?tion ourrently 
in 'hc Somali Republic will undoubtedly arrive at preliminary 
Ggremcnte on indu8trial projects. Much of the futurc ~volution 
Of bloc asoistnnce will dcpend on tho progreos of negotinti0n.l 
under wny, and tho spced o f  aid implementation. 

NATO CONFIDENT l& 



Technical  Aeaistance 

85. Only two Cmeh technlcirtnet rare 80 f a r  r epo r t ed  t o  be 
working wi th  t h e  Minis t ry  of Educntian. Mare than 100 &malls 
a r e  repor ted  t o  be s tuay ing  i n  bloc countr ieo:  30 i n  t h e  USSR, 
35 I n  Czcohoelovakin, 17  i n  Eant r)ermuny Rnd about 30 i n  Com- 
munist China. 

86, The &mli Republic hao eignoa r: t r ade  agreement with 
t h e  $uvie t  Union c a l l i n g  f o r  the axchange of such goode a8 hidoa 
and $kins,  bananas, cot ton,  peenuts  - f o r  import8 of agr icu l -  
tural machinery, i n d u s t r i a l  equipment and consumer gooda. 
Bnnanae o o n e t t t u t e  about 4516 of! t h e  Republfc'e t o t a l  expor ts  
and have been purchfissd almost  Oxclueively by I t a l y  a t  above 
world prices.  Thia n r r~ngemen t  me been confirmed since 
indepentlence. Production o f  many of the Republic's export 
connnoditiee oould be expanded f a i r l y  r c p l d l y ,  if addi t ior ,a l  
milrketn could be found. Appcrently t h e  Somali gov2rnment has 
so far shown Lit t le  l n t a r a o t  kn t h i s  aapsct of eoonomio relat ions 
w i t h  t h e  bloc, but by g e t t i n g  oven n e l l  par t  ~f tha  banana 
trnder, t h e  USSR rntght t r y  t a  e s t a b l i s h  n praoecbnt f o r  f u t u r e  
oxpanaion, 

87. Although tho Tunininn government rcmn1ncA cauti0Ub 
towards b loa  aid  of fe re  and no m j o r  n id  o r  tochn ics l  assistnncs 
ngrcemcnta wctW concluded dur ing  the  first hqlf  of 1961, ttlc 
b loc  hao pursued its e f f o r t 6  t o  expan& end a i v e r s i f y  its economic 
relations wi th  M i ~ i o  (1). It w i l l  be r e c a l l e d  t h a t  by t h e  z:nd 
of  1960 Poland had extanded a j$8 mi l l i on  l i n o  of c r ed i t .  

88. Tha U88R oi"fere8 t o  c o n s t r u c t  three small enrth dnms 
i n  1Jorth-wost Tunisin and t o  a a ~ i s t  i n  tho establishment o f  an 
m @ i n c w l n g  school  a t  the  Tunia I 'niveroity.  A tecrn of expcr*tc 
\*as ochcdulad t o  go t o  Tunlain t o  n@got ia to  the  f i n a l  flgr-ca- 
m ~ n t .  The major p a r t  of t h e  c o ~ t  of tho bu i ld ing  o f  thc dnmB 
i a  ?xpcctad t o  br provided by Tunis ia ,  nii t h e m  p r o j ~ * c t a  arc 
high ly  l@bour i n t q n ~ i v e ,  ,and tho  fo re ign  exchengc requirements 
~ o u l d  mount to  about $7 million. A Soviot rfclogatlon h.:n rllm 
boon i n  Tunleia t o  disrues 3 g r i c u l t w 3 1 ,  housing nnd c u l t u r ~ l  
p ro jea t s .  

89. Bloe af'farts h ~ v c  a l s o  cen t red  on p ro j cc t a  i n  the 
The 
m 1 5 n  
t h  d".m;' 3rd . 
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W d TUNXSTA (con ta )  
3 
4 Tunisinn Secre ta r lo f  of Publ ic  Works and Housing has repor ted ly  
a accepted the  ase ia tance  of t h i r t e e n  Czeah lbsohnicinns i n  heavy 
5 equipment mnintenance, 2nd s i x t e e n  Bulgarinr, m c h i t e c t s  and 

etngin6ur8, who m a  In Tunisin on a two-year contrac t .  T h y  w i l l  
b u i l d ,  i n t o r  d X a ,  roads in v a r i o u s  a t iminis t ra t ivc  d i ~ t r i o t ~ )  of 
t h e  co%try. A ilelcgnt%on o f  Bulgar i~n  c i t y  plonnlng technic lane  
v l a i t o d  Tunla ia  i n  A p r i l .  There hns been no fu r the r  i n d i c c t i o n  
ao t o  the  u t i l i a a t i o n  of t h C I  dB m i l l i o n  l i n e  of c r e d i t  which 

w Poland extendbd a t  the end of  1960. A @urn of &.6 mi l l i on  has 
c;l npparcntly been 6amnn~ked l o r  a light ne t31  products  fac to ry ,  

and Po l l ah  c n g i ~ c c s r s  a r e  working on a dwign f o r  a shipyard a t  
w B i ~ t P t a  f o r  tho  bui ld in& o f  f i s h i n g  bcr~ts and o the r  small vesiwlo. 

A t e x t i l e  m i l l  is another  p r o j e c t  envisngad ta  be f inanced p n r t l y  8 under thq Po l i sh  c redJ t .  A Polish gpoup is dsmloping propomla 
for' tho cons t ruo t i an  of workers' houslng in an i n d u a t r i n l  suburb E o r  Tunis. 

I 

W Technicul Ase1ot;ancc z 
3 m 90, Negat ln t iona  have been r epo r t ed  between t h e  Tuniafnn m Xnforrnatllon Plecrctnstnt end Czechoslovakia i n  tbe f i p l d  of f i l n -  
4 mak2ng and od i t ing ,  Under a n  aSreemctnt s igned wi th  Bast  i3erm~ny, 
4 Tunisin i a  expected t o  rece ive  aome sae i s tnnce  i n  t h e  f i e l d  of 
u radio nnd t e lov i s ian .  Br mid-1961 about TO bloc  t echn ic ian8  coming 

l r n m  Europenn s n t e l l i t c  countries and nbaut 10 USSR 3 ~ s g e c i I l i t n  
Q i wwe reported t o  be working i n  Tunilsia. A ~ a n n l l  number of 

Tunisinn technici tme l e f t  the country  during the period under 2 review Eos a six-month t r a i n i n g  course i n  Poland i n  cot ton- 
5 apinnlng techniquca. Up till then, t h c  number of  Tunlaian s tudents  
m r epo r t ed  t o  have been trained i n  b loc  coun t r i e s  hnd been negl ig ib la .  
0 
4- 
U 
m 
3 91. Tunisia has aevrsn t r a d e  -4; psynreatrr agreements wi th  
fi tho mrlin l$urogenn e n t o l l i t e  cowurtrlen, tho U33R ~nnb Cormmulif~t 
u Chino. During 1960 nhc lmpo~tcd m tnnno valued at $6.7 mil l ion 
u of goods from the bloc,  &a compared w i t  . 2  mi l l i on  during 
4 1959, b u t  hcr  e x p e r t s  viere reduced from f mi l l i on  i n  1959 t o  5 f i . 9  m i l l i o n  i n  1960. T o t a l  t r a d e  w i t h  t h e  bloc repreccn ts  Lesn 

than 5% of TunSeia'e fo re ign  tr3do.  the main b loc  t r a d i n g  par tner  
b a i r n  Cat-choiorrlovnkin. A t r a d e  p ro toco l  wi th  Czachaolovnkla for 
1961 wos signed, prbviding r o r  an i nc rea se  o f  fOfA i n  the t r a d e  
volume bctwoon t h e  t w o  ~ o u n t * t ~ ; ~  bring 1961. 

G 
53 m W m E R  lZErRIChN rnUNTRIES 
4 
4 
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QAYEROON 

W 92. A Sovie t  misaion v i s i t o d  Cdrneroon a t  the end qt' ad-rch a9a 
fi for d i s c ~ ~ e s i o n s . a n  t h e  dsvelopmnt  of  ewnomic re ln t iont ;  between 

t h o  two cousmtrlss, No ngreement was announced, but n pubr ic  
st,atcmont . 1 2 6  that t h e r e  were con%ddernble  hop58 of' t h e  two 
donntr~ad  oonal-ng n&reymnnt + on ecqnomic co-operntion. 



93. A oommvliqu& isaued i n  Cairo on the 17th March by a 
representat ive of the "Stanleyvi l le  gov;.rment* announced the 
oignature of a t rade  agreement with Czeohoslovakia on tht 6th 
March. However, t h i o  ~gFeement neema to have only a propnganda 
value. 

LIBYA 

94. A Llbyan Prrrlianrenta~y delegation v io i t ed  the  USSR, 
Czechoeiovaki~ and East 'Oe~mrJlg e t  the beginning of  May, whila a 
8oviet comaarcial delegation m a  reportedly i n  Libya i n  A p r l l r  

95. A Ceachoslovak eoonomic atfesian v i s i t e d  Niger i n  l a t e  
January and e a r l y  February, offer ing sn  sconomlo a i d  p r o g r a m ,  
ncbola'rebipa f o r  advanced study t r a i n i n g  courseo i n  industry 
and agr i ca t lu r s ,  tbfl pxwvioian of Czeohoslovak erporto  and scien- 
t i f i c  and technica l  oo-operetian. Rlger announced i t o  intent ion 
t o  send i n  r e t u r n  a mission t o  Prague. 

96. A%tempte. by the S ~ v i ~ l t  Unian an& Connrmis t  pit^? t 3 
inoreaee t b l r  int&ucnce in t h s s  country wera continued clurin; -ha 
P i ro t  hnJ$ o f  1961 11). Commmrat China atngad f o r  the f i rs t  time 
i n  the  Sudan an exbib i t f  on i l l u a t r a t l n g  ChZna'r~ eccnomir nchievc- 
menta. Thio c*hlbi$ion waa held in Rhartoum i n  Mnrch 19b1. By 
the end oi Amil, the Ccuncil at' aflnister8 agreed in  p s i r . A ~ l o  t o  
oonclude a t r sda  ngreement with Comuni t Chtm, tlithoug't there 
ha6 been eaine t r ade  on a bartop brrsia, t h i s  irould bo the f i r s t  
formal t ro&e agreement between the aunt r im.  

TaO 

97. I n  eaply  Nay, Togo agreed an the Polioh proposal For the  
eatrlblishnent' o f  t r a &  misaiona i n  both countries,  mrl on :he 
12 th  J U O ,  t he  USSR and Togo signed n t rnde  agreement providing 
f o r  the  supply of Boriet mechinepy aria equipmnt,  building 
mRterIalt3 and t e x t i l e  goods, i n  exchange ro r  such Togo produc to  
nQ cof'ftso, coaon boana, o i l  seeds and other  ngr icu l turn l  pro- 
duce, 

(1) At  the and of Julj 19631 Sudan accepted a $ 22 m i l l i o r ~  c red i t  
f rom thr: U88011 t o  f inance varioua development project; ,  a t  o 
2.3% i n t e r e s t  rn te ,  and rognynble i n  1 2  y e w s  a tnr t tng  on0 
Year lrorn the  de l ivery  of the equipment. 



W 98. Afghanletan rsmaina the Only cOUntrY where the stea6y 
& srowth of the U88R's Wluence hna been baaed on purely eaonomio 
5 penetration, often i.? the face of political reluctance. Thie 
b country wbln the firat expbrilnent (bagun in 1953) meas by the 
O Soviets In financial, militnry and technicnl aaeistance, used ns 

a menna of bringing the country into the orbit of the Boviet 
bloc. Soviet influence ip  ~f ghenlstan' 8 tscanomic development 
hne raacntly been atrongthoned by thc direct participation of 
Soviet planning advisers in the formulatien of the Aigheni~tan 

W second Five-Year Plan. For nearly a year a team or up to 24 
3 Soviat plannlng experts haa bean working closely with key E miniatera of the Afghanistan government in  the preparation o f  

I Chis plan, which resulted in recamendations for investment 
ta rge t8  probably in sxocaa of AXghaniatcnle capsbi2ities. In a taking tho side OX Afghanistan in the Pu~lhtunistan dispute, tho 3 U88R expscte to enin public and official support. In order to 

rn balance this prea8urt3, the Atghanistan government h e  been 
rn asaking to intcreet indwtpialiaed MTO eountriea in its develop- 
+f ment progr~llll~ (IFFanca, Italy, West Ocmnany, United Kingdom, 8 United States). 
W 
n u  
\ 

W 99. No new majar b l a ~  pante ar 6raBit~ were amotlnced in 
& the firet half of 1961. In April the Afghaniatan Prima Minister 
5 discuseed in Momow the proepsete for Parther eeonomia co- 

Unutiliosu Soviet desistance t.omitments etill excoed 
million, but they hpve been aompletely earmarked for pro- 

JacS8 nlready planned. The Afghanistan government has been 5: WfeUag additic)nal torcign apsiatnnce from both the bloc a d  the 
free world fOP i t s  second Five-Year Plan, boginnlng in Septe:nber. 
The Moscow announcement in April euggestod tlznt agraament in 3 principle fop additional 8oviet asnfstnnce was rcnched, and there 

4 Ware rwoura that the amount conaidered was about $300 million, 
a leaving room for a aimil~r amount of free world aid to bc extended 
5 for the implomentation of tha new Five-Year Plan. In k1:oping 
L with its con.ception of neutrality, the Afghanistnn government 

I has welcomed recent United State0 offurs of asointclncc in plmning.  
n 
W 100. In genernl, the imylcmntntioa of 8ovlet assiatanoe 

projecto ha@ proceeded satisfactorily. The USSR ggRe high 
53 p~iority to thc construction of the Kuohka - Kandahnr rand. A 
rn 10 km. railway apur has been acmpleteg from Ruasian t errltorY 
+f Af'ghnnlatan, oatenoibly for the, purpose of exgaditing deliveries 
4 of equipment and materiel nee&& for the oonstruction of the 
O road to Kandahar. Furtk,er progress hns al@o been roportsd on 

the Nnyhlu 9am projeat. During March, a Soviet sumray 
fi viaite8 the Lower &&nand Valleg, gave r i s e  to rumours that 

the USSR might be interestea in the building of ca dam in this 
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the  1961 t rade with the l ~ e o  world, and espec ia l ly  with indin, 
t o  the advantage o f  the USSR, thua further etrengthening 
economic l i n k s  between thoee two countries. 

105. On t h e  3rd June, Atghonlsten signed her first trade 
agrasmsntwith Bulgaria, but  so f a r  no t a r g e t s  have been opeci- 
l i e d .  The Afghanistan g o v e r m n t  a l so  signed, a t  the begin- 
ning o r  t h o  year, a new contraat  for Saviet conewer goods 
valued a t  &?90,000. Goads de l ivere  mrilasn e a r l i e r ,  eimilar ,  
contract  ( ~ u y s t  1960 - 6300,060) were w i d  t o  be o f  mediocre 
qual i ty ,  but were priced a s  much a8 5096 below the p r i ces  of 
similsr goodo on the Kabul market. During tho period under 
review, spec ia l  t r ade  induoements i n  the fom o r  discounts and 
c r e d i t  terms were offered by Afghanistan's two major bloc 
t rading par tners ,  the  US@ an& Czechoalovakla, t o r  the  pur- 
chase of 250 l o r r i e s  ana 200 passenger cars ,  including spare 
par ts .  The USSR continuee t o  be by t a r  Afghanistan's most 
Important t rade  par tner ,  accounting f o r  about 30$ o r  totdl, 
exports  nnd importer 

106. Past  experlenae o r  economic r e l a t i a n e  with the  
8ino-Bovlet bloc countr ies  i n  the f i e l d s  af a i d  nnd t rade  ha6 
been ra ther  disnppointing f o r  Burma. Over the yenrs Burma 
has been kaoplng subs tan t i a l  c r e d i t  be.lnncas with thebloc which 
aha could not u t i l i s e .  The USEX a i d  prograntme net With con- 
Bidernbla Burmesa c r i t i c i sm,  and the r e l a t i o n s  with Comnunist 
Chin& d 0 t e r i O r ~ t e d  u n t i l  t he  second half of 196). The Signature 
of the Sino-Burmerse bowldary t r e a t y  i n  October 1960 mrked  a 
turning point  i n  the Comnuniat Chinese - Burmeoe re la t ions .  
A t rade  agreement ms signed eoan a f t e r  between the two coun- 
t r i e s ,  followed by an economic and teohnicsl  co-operation ctnd 3 
payment6 Rgreement.  chin^ has now emorgod a3 t h e  most impor- 
t ~ n f  bloc aoupce of influence i n  Burma, replacing the US=, Who 
haad been p a r t i c u l a r l y  a c t i v e  during the  period of tension batweon 
Commrniet Chine nnd Burma. 

107. On t h e  9th  J ~ ~ U R P Y ,  1961, it w n s  o f f i c i a l l y  ZWXIOUP 
ced thnt Comuniplt China ha& extended t o  Burma the l R r g * s ~  
c r e d i t  she hns ever offered t o  e free world country. T-I@ ,yrcc- 
memt provides  for tin in ta ras t - f roe  loan of $84 rni1:lont t r  br 
ueed tor 6conomic development during the next s ix -war  par-od 
ending i n  September 1967. Repayment 1s t o  be made i n  ten nnnunl 
inotnlments beginning i n  1971, and w i l l  be nmde @ i t h e r  in the 
form of Burmese exports  or ,  " in  a currency of a t h i r d  country 
agreed upon by China". ?lo spec i f ic  pro jea ta  have y e t  been . 
oolecto& fop the x-t i l iant ion of the  c redi t ,  but the  loan i s  t o  
be used t o  construct p ro jec t s  mutunlly agreed upon, t o  purchnse 
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(contd) 

industrial equipment, to  pay the Caawunilst Chinese bechnlclans 
i n  Burme, m d  the Burmesa t ra ineee  i n  China. 

108. Oonstructicn of the Boviet g i r t  projeote wne nearing 
completion i n  the? period under rorlew. The gsolog1aal i na t i t u t e  
wae ready f o r  u t i l i e n t i o n  in June, the hote l  wae completed, 
except f o r  the i n s t a l l a t i o n  of a i r  aonditioning equipment ( t o  be 
provided by a United Statee: company) and the hoepi tal  is echeduled 
t o  open i n  August 1961. & v i s t  apac ia l i a t s  %ill take caro of the 
s t a f f i n g  and maintenance problem a f  both the i n s t i t u t e  and tha 
Bwpi ta l ,  The long search for personnel t o  manage the hotel  
continues, with an I s r a e l i  f im now the favourite. A Pan-Americen 
Airwnyer hote l  8ubeldiary'a o f r e r  was f i n a l l y  rejected by  Burma, 
reportedly because o t  Soviet objections. 

109. Tha new Pour-Year Plan is heavily dependent on foreign 
a id ,  and the  Bumaee government has made i t  c l ea r  tha t  i t  13 
hoping t o  obtain Bubatantial r i d  from both the Eaet ~ n d  the Nest. 

pochnloal Aeelstance 

1101 In mid-Way there  were 26 bloc technicians i n  Burmn, 
a l l  from the USSR. Twenty were involvad with the g i f t  pro- 
JeCt!!, and W i l l  probably leave Burma i n  the near future. Threo 
Soviet a g r l c u l t w a l  expert8 ape preparing a f i n a l  report on 
Wviet  ag r icu l tu ra l  ass is tance  t o  Burma, md th rec .  Soviet 
medical experts arr ived t o  help etati the  Boviet-built hos- 
p i t a l .  No Chinese Camunist tachniaians have yet arr ived i n  
aannexion with the implementation of the January 1961 tech- 
nice1 a i d  agreement, & n number of Soviat spec ia l i s t s  w i l l  bct 
posted t o  the geological i n s t i t u t e .  Burma has apparently 
exprosee& ~omo conearn about the numbor of U95R technicians 
who w i l l  s t o t i  t h e  varisue g i f t  1na t i t '~ t iona .  The Chinese 
technicians who w i 1 1  be sen% under the January c red i t  ngree- 
ment w i l l  not be provide4 with a etandard of l iv ing  higher than 
t h a t  of t h e i r  Busmese counterparts and th la  clause eocms t o  
have pleaaed the  Burmese. 

Trade 

111. Burmeao impbrta from the bloc during the f l r a t  q b v t e r  
of 1961 show n substant inl  decl ine from the lave1 nchiuved 
during the comparnble period In 1960. The nhnrc of  the blol: I n  
t o t n l  fmp~rts during the first quarter o f  1961 sccounted f o r  
only 7% ae compnrcd w i t h  1% during the first quarter of 1960. 
The decline is duo rminly t o  t h e  drop of imports fsom C m -  
munist Chinn. Trade between t h e  twa countrieo, however, cnn b e  
expected t o  increase i n  1961, eepccinlly Burmese imports from 
Chinn. F i r s t  quarter  1961 f igures  shov 8 ahnrp rise in  B u r m f i u s  
exports t o  the bloc compnred with axporto dcring tho same period  
in  1960. The Chineee s r e  espeatsd t o  purchase about j50,000 t o n s  
of the 1960/61 Burnem r i c e  crop, moot of i t  t o  be resold by 



(contd) 

China t o  Cuba ~ n d  Ceylonr The re-exports t o  Ceylon of Bumnose 
r i c e  by China hna become a ueual prac t ice ,  and Burma has 
npparantly not ~ b j e c t e a  t o  r a a a l e a  t o  Cubh 

212. The pagmente agreement with China, eigxml i n  Janunry 
1961, provides f a r  the  setaiblisbarent 'of o c lea r ing  account i n  
the cen t ra l  bank of each country. The aeccunttr are t o  be 
bulanoad nt  tht; end of .each f i 8 c n l  pear, run& na t  c red i t8  i n .  
axcess of a .4  mil l ion  clFe t o  be l eve l l ed  a i r  within a i x  months 
through shipments of goo& or  payments i n  a mtwl ly -agreed  third 
bwrency. 

113. Ae of 4 t h  Yay, 1961, Burma had a net c red i t  bn lmaa  
with t h e  bloc o r  about @ rmlllon,  the US= accounting f o r  a W o t  
the e n t i r e  mount. It hae been reported t h a t  tbe U88R is t o  
provide Burmn with 32,000 tons of petroleum proaucts, l n c ~ u d i n g  
koroeene, high-sp-e8 dieesl 011, gaaolihe and rurnace o i l .  The 
80vZat b i d  I8 reported t o  have been slIght31g lorrer than thoee of 
t h e  two competing in te rna t iona l  c ompmies. Barring the dis-  
oovery of new domestic aourcae, Burma w i l l  have t o  r e l y  increa- 
singly on imported ,x oleum products and tb8 pu~ohase  of Soviet 
products m y  a f fo rd  8 chance t o  u t l l S s e  tho c r e d i t  bslancc 
She has with the Ur . 

114. On the 20th February, Burma signed a trade agreement 
with Czechoelovak: , reacwlrg the $ra& links which had been 
aevered i n  1959 beouuea of Burma's d i s s a t l s f s c t l o n  with the 
r c o u l t s  o f  her t r ade  with the bloc i n  gencrnl. 

115. On the occ:sion of tb v i s i t  to Burma o f  t h o  Friend- 
Bhip Mieeion from Communist Chlnal, led by Prlmo Ministcr Ghou- 
en-La1 and consisting of more than &kO dedegates, a Gomuniat 
Chineas induet r i@l  exhib i t ion  covering 4,500 aqunre metre0 nnd 
including more than 4,600 l n d u a t r i a l  and ag r i cu l tu ra l  predrots, 
was o f f i c i a l l y  openod. 

116. Comncrl s t  Chlna from which Cambodia was the  f i r n t  
aountry t o  rcc  . ", f inancia l  nseistanee ($22.4 rnllllion on 
26th June, 19561, h a  continued t o  play by far  the most impor- 
t a n t  ro le  i n  economic assis tanoe uxt@n&x£ by the  Sina-Uovi.:t 
bloc. A t  tho end of 1960, aubt l tmt ia l  aid o f f e r s  were made t o  
Prince 8ihanouk during h i s  v i s i t  t o  Czaohoelovnkia, the US= 
UoRrmalet China. 

Aid 
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CAMBODIA (contd) 

Aid 

117. The moot important development during the period m a  
the arrival of delegations Of economta expart8 from the 0 6 ~ .  
Czechoelovakla Rnd Commvlidt China in March ond April to nego- 
tiate epecific projecte under the new aid agreements. 

118. The 8ovlet hyd*o-eleatric experts etudied three eiteo 
for a dam, which would roughly double olootric power output in 
Cambodiar at an eXpeated building cost of f i O  million. In 
abdition, the U8ER i8 considering the study of t h ~  feasibility of 
a dam conetruction on the Mekong River. The Boviet Union has 
nlso offered a technical college M d  s formal agreement on this 
project was signed on 24th June. The collage will be eituated 
at Phnom Penh, ~ n a  will provitta acaomdation for 1,000 atudents 
in five faoultiee* The will provide ahut 25 professors 
and lecturers and five interpreters for an lcltial period of two 
years. The buildings are to be coarpletad by 196lt. Tho firut 
mcrnbcrs of the 8oviet geological eurvey team whlch i s  to make 
a complete aurvey of Cenibodin's mineral rcsourdeo arrived et 
the same time aa the Soviet delegationa Altho~gh the 500-bed 
Bovlst hospital in Phnom Penhl which haa been completed under 
a 1957 U88R grant, hns been in uee since December 1960, there 
have been some criticlams on tho relatively high chargf;'~, the 
fact thart the 8ovlst doctoxre ~auZd epcak neither Cambodian nor 
French, +d the alleged corruption among Cambodian personnel. 

119. Although fin economic agreemoat Between Czeohoslovaki~ 
and Cambodia hod been signed on the 11th February, 1961, negotia- 
tions ran into conalUerab3.e difficulties concerning the three 
project8 enwiaagedt a p U n  sugar rePlnery, a tyre factory an& 
a tractor nsesmbly plant. The Czechua3.ovak technicianl; reported 
that the Cambodinn offloin18 were pather unco-operative; to 
arrange for the propoeed palm sugar refinery, the Czoch dole- 
gation refused Cambodia's f.Foposal to repay for the tyre roc- 
tory with tyras produced at I-& plant, while the Cmbodinne 
considered the coet of the faotorx to be too expensive. The 
Cambodian expert8 have been pueutioning the economic re~~ibility 
of the tractor asesmbly plate A Czechoelovak offer or an 
ammmitlon factory WE@ cancelled by the Cambodian 3uthorities 
in January. 

120. Commxniet Ohina bagan Xmplcmentation of aeverd smll 
projects Rgreed to under the &6.5 million grant extended in 
Decomber 1960. Six Chinese railway technician8 arritod in 
Phnom Penh on the 23rd March, to help with the construction of 
the railway to Sihanoukville an8 three Chinese navigation 
officiale arrived to negotiate thz astabliehment of  fi joinl lY-  
owned shipping company. 

121. .Since November 1960 the textile plant conotructcd u.wbp 
the Commrniet Chinese 1956 grant ha6 been operating nt full 



cnpacity, but the departure of' all the experienced Chinese 
technicians may have Rn influence on tha future effici~~nt 
operation of the factory. Tho paper i'actory, constructed undur 
tire same credit, was operating nt 70% of cnpccitg in May 1961, 
owing to difficultiee encountered in nntalling the machinery 
and the lack of bamboo suppliee; n bamboo replnnting programtrio 
hne been started in tho Krntie province. Tha private plmt hris 
been in partial production since October 1960, but the lrck of 
domcstic demand and the inferior quality of the product8 are 
hampering 8~266. The cemont factory is not expectod to bo. 
completed until 1963. A8 of Fcbrunly 1961 the costa of the four 
factories mounted to B0.6 million. It ie onticipnted thct n 
lnrge part o f  the ndditlon~l sum or&1 milliod ofrerod by 
Communist China to.flnish nnd oxpnnd the existing fnctorieq will 
be used to pay outstanding debts and to carnplcte the cement 
factory. 

Technical AaaOst~ncc 

122. maring the rirst eix mnthe of 1961, %n setimlt3d 
total of 310 bloc techniclane were prcscnt in embodi* ,  of 
which about 240 were Chincae, 50 & v i ~ t ~ ,  nbmt 15 Czeohoslovak 
and about 5 Ptllsh. The departure ol' Soviet pcreonnol from 
the gift hoepital and Chineee feohnicinns from the four fnctories 
mentioned above were more than offset by the arrive1 of tho 
dalegntions of experts in ckmge of the prepnwtion of the 
implement~ticn o f  thc new bloc aid accepted in November and 
December 1960. Tha number of Sino-Soviet bloc personnel in 
the country, mainly consleting of Communist Chinese techrkicior~u 
nnd spccit?liats heve boen conetnntly increnaing sinct tho end 
of 1956. They numbered 175 (of which 155 wera ~hincse) at the 
end of l959# and 235 (of which 210 were chincss) by the end of 
1960. 

123. Cmbodian technicians treincd in Comnunist China 
hnvc boen inaraaaingly rsplaclng the Chineee personnel in the 
four fncto~ies mentioned above. Eighty-five Cambodian tech- 
nicims were still etudying in Comnunist China during the 
first h1P' or 1961. Of' these, 68 were traineoe for the Com- 
munist cement plant, and 17 wcre studying electrical tech- 
niques. A few Cnmbodian atudenta werc repcrted to b6 at the 
Potrlce tumumt,o Friendship University in Moscow, and about a 
dozen left the country fop ncademic studies In thc bloc nt 
the end of 1961. 

124. Bcfore 1957 Cnmbodian trade with the bloc hrtd been 
negligible, but by 1959 exports to the bloc reprcsented 4.$ 
of total exports, m d  imports from the bloc represented 9*5% 
of total imports. The vnluo of Cambodia's trndc with thc 'rlci: 



(oontd) 

more thnn doubled in 1960 a6 oompared mith 3959. The increaae 
of the oxports wae due to aalee of nibber (about B million i worth to the u ~ S I ) ,  and of rice (to CzeaboelovRkia . By tho end 
of 1960# exports to the 8100 representea 10% or tot;rx ex-orto, rind 
we're valwd at a7 million. mports from the blca , maneisting 
of a wide rango of ccmmoditicse (tertilee, machinery, tranapor- 
tation eguipment, minly fiom Conmuniot Chine and partly from 
Czechoelovakia and the  US^), reached 15% of' total importa, 
and were valued at about ;dl5 million, repreeebting a 2- 
increaee. It appeare that there rill be a continuing trade 
deficit for Cambadla, an8 that the amount of aomnsrcial importa 
fromthe bloc financed by Gamboaa with bloc grants might not 
prevent a deficit in the clearing account. Cambodinn official8 
are viawing with inareaeed conaern them growing dericits 
becaues, if they continue, they may nacessit~te substantial 
eettlemente in E 6terlfnga Cmboafa negotiated a nevi trade 
and pnymcsnts a g r e q t  with Bulgaria in April. An Brit Oerman 
trade delegetion went to C ~ 8 o t U a  in May to implement the trade 
and pnymente agreement signed in 1960. An nir aervlce between 
Phom Penh and Indonesia has bean started, with Czech ~ircraft. 

&YI;ON 

1 2 5  Binoe the formation or Yra. Bandarahoike'8 govern- 
ment by mid-1960, the aconomic an8 political situation in the 
country Seem to have bees slowly developing in a way favouring 
inoreaeed bloc economic penetration. The bulk of the finsncial 
aid wae extended between Ssptambar 1957 and September 1958 by 
Camwniat china (626.3 million) and the UW t~ebruary 1958 - 
dl)o millton}, but, two and a half yoRrs later, lase than 10% 
of theee credit6 an& granta have aotuafly been drawn. me 
economic policy attempting to nCeylonise*l and t'o nntionnlise 
important inducstrtnl eectors (and thus diecouraging priv~tc 
inveetment), in the abeenco of practical development plans 2nd 
ndminietrative ef'lticienoy, combined wlth chronic budgeb deficits 
and Wavourable balanclse of trade in recent yeare, aeeme to 
indicate that the govorment will have to rely inareaeingly on 
forolgn aeeiatanoe. &me membere of tho government imvo been 
nctivelv B e e k i n g  economla aesietance from bloc countries. 

126. Ha new eoonomlc credits wore extended by Sino-Soviet 
bloc countriee during the first half o f  1961, since consider- 
nble amount8 of credite had been outatanding for yonrs, 
~ w n f t i w  opportunities for utilieation. The bloc concentrnted 
its eftorta on imglcmenting the million Soviot line of 
credit of February 1958 and the million Communist Chincw 

beyond the planning atage. 
grant of September 1957, but few project8 hove so far propeased 
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ANNEX - t o  

CEWN (contd)  

127. Ceylon ha8 now approved e i g h t  of t h e  propoaed pro- 
j eo t e  under tho  Soviot  a i d  programme. The moat recent  spprwn: 
concerns n cold  s to rage  p lnn t  f o r  200 t o n s  a f  f r u i t  and vege- 
tnblee ,  t o  be cons t ruc ted  a t  Knnny. The t o t a l  cos t  of the plant  
is e a t i m t e d  ~t R~O,OOO, m d  Ceylon is t o  provide a t  l m e t  
&I~,OOO f o r  p a r t  of tho ma te r i a l  sxpendituru. Soviet  spccinl*nta  
n re  complcting a survey f o r  a fkour mill (capaci ty :  70,000 tone 
of wheat) and a main e lova to r  (cnpaci tys  20,000 tono of p a i n ) .  
Another group of  SovSeI: cxpor te  arrived on t h e  22nd March t o  
(survey peat  deporrite and t a  assens  the pproepoote f o r  oconomic 
development. Thc USSR is a l a o  helping with t h e  sugar p l m -  
t a t i o n  scheme in t end td  t o  make Ceylon l e e 8  dependent on imports. 

128. The 8 l n g h e l ~ e  XiaisLry of Transport  and Worke hao been 
oonsidering t h e  uee of about  86.3 m i l l i o n  out  of t h e  1957 grant  
from Comunirat Chink t o  o b t a i n  ra i lway  r o l l i n g  stock. Ncgotia-+- 
t i ona  regard ing  t h e  three-year o l d  Chinaea offtrr of a t e x t i l e  
m i l l ,  i nc lud ing  epinning and weaving machinery were continued, 
but  s o  far  PO c o n t r a c t s  have been eigneti. * 
Technical  A s s i s t m c e  

129. About 45 bloc  t ec i i i i c i ane  were r epo r t ed  t o  be i n  
Ceylon dur ing t h e  period under review. T b  d o p v t u r e  of Czoch 
techn ic ians  a f t e r  the oomgdetion of the sugar m i l l  a t  Knnt?lQL, 
WQE more thnn o f f e e t  by t h e  a r r i v a l  of Sovie t  and Chinoee 
exper t s ,  who come f o r  prcZiminary taurveys and atudiua. 

Trade - 
133. The annual  protocol, t o  t h e  f ive-year  (1958-62) rxbber- 

r i c e  b a r t e r  agreement between Ceylon and Conmunist China wne 
eigned on 4th April. It providee f o r  the axchungc o r  31,000 
metr ic  t o n s  of' rubber f o r  200,000 long tone of r l ce .  The 
prevloue 1960 agreemant r n l l e d  for  tho  exchange o f  17,000 m t : t r l c  
t o n s  of rubber for 160,019 fang tone of r i c e .  Chineso r ioe  
oomi tmants  ace g e n e m l l y  mot by impor ts  from Burma. 

131. On 29 th  Apri l .  Ccylon comludod her f i r s t  t r l r l c  agree- 
ment with FCet Gemany end agreed on the estnblishmcnt of a 
purmnnent Eas t  German t r a d e  , rcprasentnt ion off ice  i n  t h ~  courltry. 
Ceylon now h e  t rcdo and payments agrcoments wi th  311 the  Sovlct 
b loc  coun t r i ee  (except ~ l b n n ~ a ) ,  a s  w ~ l l  as with Comnunist Ghlnn, 
which remains by f e r  the  most impo.rtant b loc  t rad ing  par tner -  

1132. W i n g  1960, Ceylon importcd lc8s from, Rnd 0xporte.l 
moro t o  tha  b loc  than  during 1959 I n  an e f f o r t  t o  redraao hi:r 
t r nde  d e f i c i t  wi th  the  b loc ,  ivhich hqd d e t e r i o r a t e d  during 
195% ?.nd 1993. Imports from t h e  b loc  during 1961 w i l l ,  ~ G V V  v*-r, 
probably i nc rea se  ngnln, pqes ib ly  inc luding such producte en 
D O V I L ~  o i l .  
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133. No major chmge in India'a economic relztions with thc 
Sino-Soviet bloc during the l'irat half of' 1961 is to be reported. 
Tho succeea o r  the Aid-to-India consortium meeting8 in April end 
May hns further conaolidntedthe view that India sill not r e 1 y  
on more bloc aid than c m  bc absorbed without getting &in- 
garoualy tied up with the Soviet Union. Nevertheless, the USSR 
eucceeded in maintaining its position in this country in epi+e 
of the growing'teneion with China over border incidents. 

1%. There were no new bloc crcdite extended to India dSiring 
the six-month period under review (1). In March 1962 the Huq- 
garian Deputy Prime Miniatex* announced in Delhi that Hungary 
wae preptwed to participate in India's economic dovelopent and 
offered a a6.8 million credit (1). This wuld cunotitute the 
flrst Hungarian lorn to India an8 the largest eingic credit 
extended by Hungnry to n free world country. Hungary a n s  s a i d  
to be wililng to aeniet in the @stablIshmcnt of n.luminium plants, 
seamlose tube lactarles ,  flour milla, pharmaceutical products 
cnd aheet glass fnctoriea. 

135. Agreement avns reached on the utiliantion of thc 8125 
million line ol oreait extenclad in Avguat 1960 by the Soviet 
Union. A sum ot &5.7 million hno beon earmarked for n new oil 
refinery in Oujarut (capacity: 2 tntllion tons of crude oil 
annually) and f'or exploitation, dsvelopmnt and production of 311 
an8 gas in varioue arcae (cambay, ~nkleevar). To d a t e s  the bloc 
has extended credits totalling 2but a180 mlltinn for the develop- 
ment of India'a government-owned oil industry. Tho new agreement 
provide6 in addition f o r  the construction of a 480,000 kw. hydro- 
electric power plant ~t the Bhnkra Dam, a coal-washing plant 
(cnpacity:' 3 million tons a yaar) and a factor for refroctory 
material (capacity: 25,000 tons of magneslte 

136. Rumoure have bean going on that India plnns to nign 
an agreement with the USSR for scientific co-oporation in the 
peaceful use8 of nuclear energy. Tho agreement might aaver the 
financing and the bullding of nucle~r povror stations, the mining 
and production of uranium and tho training of Indian ecicntists 
in tho U$&R, but it now seorne certain that the USSR will not 
participate in the construction of Tndia'a first nuclear power. 
station ~t Tnrapw. 

137. Pdla~d signs& an agroemcnt %or thc f irs t  project to be 
obligated under the polish credit Of ~ J O  zillion extended in 
May 1960. A sum of 84 million h-qs been earmrvked for the con- 
atruction of n machine-tool i"aot3ry at HyderSabad rn  South- 
eestern India. ' 

fTT By the en of .kugust, 1ndia a w e  tf3. a EX6 IP .8 million credit 
*om g:ry induet~lal deve opmont at an interest rntc 

eepo ob a by Inbim xporta i 7~ or ears and ~ f J t & J  mounting go about. mil?$ n fro ~ z e ~ h o -  
slorfi a, bp ng the total Czech aid .. Ind a for &r 
tk¶r& Five-ycnr plnn to $83 million. - Y 3.. NArO CCJNFZDENT I.$& 



138. Bloc p c w t t c i p n t i ~ n  i n  t h e  economic deve'lopment of' 
Indi.3 i m 3  bound t o  lncreosi  during t h e  t h i r d  Five-Yclr Plan, 
s t n r t u d  i n  Apr i l  1961, t3ovlet countriva a r e  comaittad t o  
ppovidc r?bout $775 ml l l l on  f l n n n c i ~ l  nse intance  t o  Indin f o r  
27 pro juc t s  include4 i n  the  pubsie s e c t o r ,  p a r t  of which hnd 
buen extended c n r l i w  f o r  p r o J c s t s  c ~ r r t c d  o w r  from the  sccond 
Five-Year Plnn. B loc  a i d  w i l l  con t inus  t o  concentrate  mainly 
on euch f i e l d a  a s  a t e e l ,  htxvy machine bu i ld ing ,  potroleum nnd 
power. The Bhi ln i  s t e e l  p l an t ,  which is the m l y  major bloc- 
~ a o i s t c d  p r o j e c t  t h a t  hne so f a r  gone i n t o  g rod l~c t ion ,  i s  
dxpoctcd t o  be opbcat ing n t  i t@ prusent  P u l l  capocity i n  the 
very nunr luturc. Thla przo.jaot, which absorbed about 2798 o f  
t h e  t o t a l  b loc  a i d  and ma8 s t n r t a d  i n  2955, baa not y ie lded,  
according t o  aomc r epo r t s ,  tho p o l i t i c a l  propngnndn b e n e f i t s  
t h n t  t h e  Soviet  ~ u t h ~ r i t i e ~  had uppwcn t ly  an t i c ipa t ed  snd 
some indlnn-Soviet f r l c t i o n  was reportedZy ncted  over t h e  
de tn l l ed , ld lepcndent  Bovist supervis ion of t h i a  mqjor projec t .  
Nevcrtholeee, e ~ p a n e i o n  of the p l an t ' s  capac i ty  from thi; p r t sen t  
1 mi l l i on  t o n s  of s t e e l  t o  2.5 mil l ion ,  hnve been t n i t i s t c d  with 
furth!,: Sovict a a s l s t m c e .  

1.39. Recent r e p o r t s  i n d i c a t o  thnt  t h e  Soviet  b loc  is  t r y i n g  
t o  estr ihl iah a u n i f i e d  agency f o r  a v l a t  and Europenn o a t e l l i t e  
cconomic aa s i a tnncc  t o  Ind ia ,  designed t o  Z a c i l i t a t e  the  mnnnge- 
mont of the  large-acnle Sovie t  b loc  ass istance progr-nmnea, no 
weL1 n6 the in ter -b loc  m 2 t i l n t e r i a s t i o n  of  aid. Indin would 
undoubtedly ae r ivu  ndvantnge'es from euch an o r g a n i z ~ t i o n .  

Technical  &miatanca 

&0. With the  v i r t u a l  completion of' t h e  Bhilni p ro j ec t ,  
employing up t o  330 S ~ v i 6 L  techsnicians, t h e  number aE bloc 
t e c h n i c i w s  i n  Xndic clroppcd from 736 dur ing t h e  af:conci hilf o f  
1960 t o  about 640 during the  f i r s t  s i x  months of 1961. Tho 
I w g e u t  group comprining Soviot, and Rownminn technic inns ,  l o  
nor) working on t h e  var ious  p.:troleum p ro j ec t s .  Tho ' ovcrs i l  
figure is expected t o  incranae -&Bin ns the third plan got8 
uridcr wny. According t o  the  rcpor tn  twcrilnble, Indin c o n t i n u o s  
t o  bf2 &ensml . ly  favournbly impresso? by t h e  conduct 2nd per- 
formnrtce of t h e  bloc  tachniclons.  

U11. Fif ' ty-f  i v o  Indian t echn ic ian5  acpnrted during the 
per iod undor r e v i m  for)  a nlno-month t rn in i r ig  pe r tod  i n  o i l  
refir:c;ry opcrn t ions  i n  the  IISSR. An Indinr. o i l  d ~ - l e g a t i o n  
stort t?d n two-month v i e i t  t o  the USSR a d :  Czechoslovaki? L n  
I n t e  Junc  t o  study 'bloc pctruleum t~3chniquca. Ther;a riew d*:rnr- 
t u w c  comt in adclibion t o  the  3 Indlnh tcehnickane cu r r en t ly  
receiving t r n i n i n g  i n  o i l  r.:finury o p ~ r a t i o n s  in  R t . ? u m n n P s ~  
Apart from t r a i n i n g  i n  t h e  f i e l a  nE petroleum technulogy, 40 
Inninns o re  being trainen i n  the USSR t o  f l y  the  raw2ently- 



bought Sovie t  n i rc r - i f t  ~ n - 1  35 Xndihn~ qrc being trqir:cd i r :  
Czechoslovakia i n  comexion with tho f+o,mclry-forgc: ~ ~ r g j e c t  
under aone t ruc t ion  with Czech Roolstsnce. 

Y.42. Ifidie'e t r a d e  wi th  t h e  b loc  .luring e ~ r l y  1961 can- 
tlnued t o  ehaw a s l i g h t  incrafrse, thrr USSR remaitling the mort 
importcnt b loc  t r ade  p a r t n e r ,  Rccaunting Tor more thm h8lf  
of Ind l a ' e  t o t a l  bloc trndb. India has rupee paymtnta ni!rr,c- 
mente wlth 811 the  b loc  countr ies ,excapt  ~ l b w l l  or.d Com- 
m U n i 8 t  China. This  P n ~ t o r  and the count ry ' s  ? l o s e  :i(lh?rfbrlrc 
t o  the  annual c o m o a i t y  l i s ts  of the  bloc t rnde  r(rrvnnmznts 
ha@ enabled Xndla t o  con t ro l  carefuZ3.y i t s  trndo with t h +  t. oc 
countr lee.  

&3. Ae metntioned I n  the prcv lous  r epo r t ,  Indict had ai,:nerl 
s eve ra l  contr ' lc te  f o r  the pu~chusc  of Sovict a i r c r n f t  by thd 
and of 1960. In March 1961 it  was agreed tha t  30 Soviet 
t achn ic iane  woulA go t o  India  t o  t r n i n  tho a i r f o r c e  crews i n  
the  opera t ion  o r  these  s i r e r a f t .  In Apr i l ,  Indi?  purch-.eerl 
e i g h t  YI -4  h e l i c a p t e r s ,  and t h e r e  arc i nd i ca t i one  t ha t  
ndd i t iona l  purchases of a i r  t r m a p o r t  equipment might bm 
mode i n  the  future.  By early June, somc de l ivcr l ee  hnd bern 
made and t h e  equipment m e  be ing  put i n t o  use. 

lid+. ~ v e l o p m n t o  i n  t h e  bloc economic nft'enslvc dWlng the, 
f i r a t  f i l x  months o f  1961 have bean ~ 0 n C o n t r ~ t ~ d  ?:round two mnjor 
foctore :  Camnunist Chine'a impr*oved relc?tionehLp w i t h  Indo- 
ncoln nnd t he  conclusion of nn ~ B d t t i o n s l  m i l l t ? ~ r y  a i d  ngrt.2- 
mont with t h e  Soviet, Vnion. Indoneein 18 now ttv: ccruntry whlch 
hae received tho 1argi;at  amount of' Bino-Sbvi.:t bloc rii3 ext.*>nded 
t o  a s l n g l e  Country. Since Fobrt~nry 1955, 3 t o t a l  mount 3r 
over $1.1 b i l l i o n  hns been extended ( equ iv l l en t  t o  ,@13 p-k 
inhobit .ant) ,  about h n l i  of which vcs for rnilit:try p r p o s e ' L : .  
The most r e c e n t  m i l i t a r y  a i d  agreement between thr: 1JSSR nrl-1 Inclo- 
neein providee t o r  the, de l ive ry  of i tems having nn w s t i m r i t a . 3  
value of more than &325 mil l ion.  These oredi tu  will oubst?.ri- 
t i a l l y  inorenao Indonosin18 t o r s i g n  d*bt, uld mny n f f ec t  the 
p ~ ~ o i b i l i t y  of' her  n t t r n c t l n g  marc f o r ' e i p  n a s i ~ t n r ~ c . :  f . ,r  tit:rl 
ambit ious e igh t -yew plan. 



by Indonenia i n  January 1960 bccaune of thc ter.-,r: ~ i t u n t i o n  
between the two coun t r i e s ,  r w u l  t i n q  from ird.ont:-ria' 8 ccmpilign 
t o  r c o t r i c t  t h e  economic o c t i v i t i c ~  of it;? loca l  C h r n t w  p~pul-1- 
t i c n .  I n  Apr i l  1961 the  c r e d l t  was re-ncccptcd. ':he $30 
m i l l i o n ,  extended i n  3wiss f r m c r ; ,  i c ,  repayable o v ~ ~ r  cl period ,.f. 
twelve yenrG a t  an i n t c r c s t  r a t e  o r  2.2%. The ngrternent ulso 
repor ted ly  provides  For Xndoncsinn techniciuno t o  bc oent t o  
Communlnt China for one-ycar per iods  of t r a i n i n g  and f o r  Cninor:~ 
exper to  t o  ba omployed I n  Indoncsin. 

146. It was announced by the  end of' May 1?61 t h u t  Rownanin 
hod of fe red  a c r e d i t  t o  Indonenla,  b u t  Tur ther  d c t a i l o  ofi t h i n  
groponul became a v a i l a b l e  only dur ing the ~ e c o n d  halt '  of 1961. 
I t  hoo oince been revealed that a Roumanian-Indonesian j o i n t  
oommisnion, R C ~  up ai 'ter the  v i f i i t  of Pronident S u k ~ r n o  t o  
Roumnnia i n  June,  had decided t o  open a c r o d i t  o f  $50 m i l l i c n  for 
t h e  development of the  production of crude o i l  by a gcverrune.r.t- 
opcroted Indoncs im  o i l  company. Thin i n  the f i r s t  timc Rrumnr : i3  
han shorn i n t e r a o t  i n  Indonesia ' s  economic devclopmcnt. 'h~ o:Ly 
o t h e r  new c r e d i t  f o r  economic purponco from the 3ino-Soviet b l o c  
dur ing  the  per iod under review came from ~ u l g a r i a ( l ) ,  who gror.t:d o 
l o r n  t o  Indonenia of $5 m i l l i o n ,  t o  be repa id  wi th in  e igh t  yenro 
a t  2&$ i n t e ~ e a t ,  f o r  t h e  construction of unspeci f ied  i n d u ~ t r i o l  
on te rpr ioes .  

147. I n  February 1961 Indoneeia and the USSR nfgned a 
p ro toco l  npecifping some i n d u s t r i a l  projectr: t o  be conotmctu3 
under tile $250 m i l l i o n  l i n e  o f  c r e d i t  e a t ~ b l i a h t d  durin,,: Khru,sh,-hcv' 61 

v i n i t  t o  I n d 0 n e ~ I a  i n  1960. Among Chose p r o j e c t s  w e  CI l a rge  
hydro-e lec t r i c  p l a n t ,  ari  aluminium f a c t o r y  t o  be constructed i r .  
North Sumatra, a chemical p l n n t  i n  South Sumatra and rt l ~ r g e  i t a n  
and s t e e l  plcint i n  South Borneo. ::o precirre informntion lo 
e v a i l a b l e  on the eat imoted c o s t  of  these  projcc tn .  en l k t h  
J a n u ~ r y ,  the  USSR and Indonesia oigned t-i c c n t r w t  for the  
connt ruc t ion  of two nuclcnr  reactors1 valued n t  $2.2 mi l l ion  
under the  o m e  c r e d i t .  

148. I n  add i t i on ,  s e v e r a l  ag r i cu> . tu r a l  p ro jec to  were neg?- 
t i o t o d  dur ing the  period. k c o n t r a c t  v i m  nigned f o r  the conntruc- 
t i o n  of n phosphate plnnt  i n  Java. Ttic f o r e i m  excharrge c m t  :,f 
the pro j co t  haa been antimnted a t  about $8  illi ion, and w i l l  bc 
Chhrgcd agulnnt  t h e  o t i l l  outatanding p a r t  of the  $100 mil l ion  
l i n e  of c r e d l  t axtertdud by t h e  USCR i n  Beptcrnbcr 1956. somi: 
r epor tn  hove ind ica ted  t h a t  t h e  USSX mii;f.t, bu i l d  two n m n l l  ntet:l- 
workn under t h e  1956 lormo; tha  f i r s s t  with a cnpnc.ity n f  400,;109 
tono wotlld be located  a t  Mcrak, and the  sr,ccnd, w i t h  il cctpilclty ~f 
250,000 t o m ,  i n  South-East Ktllimantcr,. 

-. .-,_ __-_ _ - _  _____-I--- - .-.I--- - - -- 
( 1 )  In  Auguet I n d o n c ~ i o  accepted a $30 mi l l ion  c r e d i t  f r m  Pn ln rh i l t  

and i n  Septcmbcr a s i m i l a r  amount firm Hungnry. By the t * ~ l  of 

the year  it wan revealed t h a t  Indonesia hsd acjret:d enrlil'.r ' "'n 
an unspec i f i ed  amount of Czechcwlovak 'lid. 

JtIiTC CQI4PIDE?TTU& -36- 



JMX)NESIA (oontd)  

149. iin agreement f o r  co-operatior, i n  sc ience  van a l s s  8ignmI 
by the  USSR end the  Indoneelan Council f o r  3cicnccn, prcviding f o r  
the  cxchnngc of o c i e n t i a t a .  I t  woe m p o r t c d  thb t  u t  the  aamc time 
the  Snvietn o f f e r ed  t o  conotruct  a  ~ a t e l l i t e - t r n c k i n c l  ::tcit lor .  st 
Bandung Universi ty.  tle exprmditureo involvcti viould p r n b o b l ~  crmc 
under an curlier l i n e  of c r w i t .  

150. Under t h e  $33.6 m i l l i o n  extended aur1r.g the  oumncr of 
1960 by Czochorjlovnkia, Indoncsia will bc oupplisd wi th  2,500 l o r r l e u  
wld 2,000 ra i lway vitiggono, i n  add i t ion  t8 mnchiriory uncl e~u lp r l en t  
f o r  e  ru i l nay  wtlggon f a c t o r y ,  t o  be b u i l t  i n  E n n t  Jnva. A n  ' s ~ r l i e r  
agreement had becn concluded l o r  the conat ruot ion of a 84.4 mil l ion  
cement p l a n t  I n  South Celoboo. 

151. I n  the  economic f i e l d ,  t h e  bloc han generally c;ucce?ded 
i n  Ident iFying i f i ~ c l f  wi th  h igh -p r io r i t y  p r c u t l & y  prc  jec to  ir! 
Indoncoia,  b u t  few concrc tc  r o s u l t n  a r c  y e t  ippurent .  The  i n a b i l i t y  
of tho  bloc t o  conver t  oven long-ntnndlng ngrecmento quickly i n t o  
demonstrable rbnu l t a  i x  nppnrcntly duc i n  p e r t  t o  Sovie t  inexpr~aiencr 
i n  conotruc t i o n  under t r o p i c a l  conditionrr , b u t  mainly tc, the 
odminintrn cive incxpcrienc; of  tho Imloncniar.:~, lack 01' 0 k i l ~ t . 3  
gabour, mcl loco1 currency problems. For ir.ntnncu, the conntruc- 
t i o n  of the  A o i m  gmea  stadium i n  Djakcr ta ,  the  : ~ r i n a r y  nhoviplecc 
of t h e  USSR i n  Indoncsia,  has met w i t h  continuirig c l i f r l cu l t lu f i .  
I n  c n r l y  1961 t h e  Indonoaian i m y  moved n c o m t r u c t i o n  b l t t s l i o n  
t o  t h c  otndlum o i t e ,  and 1ndonf:oinnn r ~ p l n c e d  Soiriet engineern In  
charge of conntruct ion,  and s i n c e  then progruns han improved. 

152. Up t o  the cr.d of 196a, Indoriesiu hod purchnecc? ? t o t a l  of' 
13206 mi l l i on  of b loc  m i l i t a r y  equipment und t r a i n i n g ,  on cctnpved 
wi th  #260 m i l l i o n  i n  the  frcc. vrcrld. protocol  t o  thc  Sovlet- 
Xndonenian a r m  agreement, wmouncod a t  thc end of 1960, v i m  signed 
i n  Moocow on the  10 th  Junc, providing f o r  subu tnn t ia l  i n c r t a w o  i r .  
Sov i e t  m i l i t a r y  a id .  , Thin protocol  providen f o r  nn ocklitionnl 
$75 m i l l i o n  c r e d i t ,  h e  grand t o t a l  sincc: 1955 of c r c d i t i ~  Trlr- 

m i l i t a r y  purponor, has  thun reached a t  l e a c t  $580 rnill.Lcr? and, if 
dincountsl a r e  added, the  t o t a l  a c t u a l  vnluc of s i l i t n r y  a i d  cxtendt'd 
by tho b loc  may be ootirnatod a t  over $000 mi l l i on ,  The recent  
developmento w i l l  incrcane the  ulrcady ncrioun de?cntlcncc of 
Indonosia 'o navy and a i r  f o r c e  on bloc rcplsctmcnt  part: .  and 
ocrviceo and might give the  USSR it8 f i r ~ t  opk)rr tuni ty  t o  Kdin n 
n ign i f ' i cmt  foothold  i n  the g c n ~ r a l l y  anti-Communi~>t army. 

1 Thio conoidcrablc m i l i t a r y  e f f o r t  i n  bound t o  huve 
oerioun repcrcuosionc on thc cconomic clewlopmen: of t h e  countr;ir 
Tho annual g c r  c a p i t a  incomo of Indoncaia i n  gc,r~ernl ly entlrnatcd 
a t  between $60 and $100, and the  now c r e d i t  ngromicnt w i t h  the 
UBSR rogrcnenta  63.5 per head, n o t  count in~r  e a r l i e r  expenditure?. 



INM)NESIA (con td)  

Technical Asaiotance 

154. There has been l i t t l e  inc rease  i n  the r e l a t i v e l y  m a l l  
number of bloc technic iana  i n  Indonesia l u r i n g  t h e  per iod Undel- 
review. The reduct ion i n  the  number of' Soviet personnel working 
on t h e  A s i a n  games atadium p r o j e c t  more than o f f s e t  b y  the a r r i -  
v a l  o f  t echn ic ians  t o  m r k  en o t h e r  grojec t8 .  Under t h o  April  1961 
a i d  agreement, Indoneaia hsq now agreed Tor t h e  f irst  time to  
r ece ive  Comunis t  Chir-rse technic ians .  The small number of blqc 
t echrdc ians  i n  I n d o n e s ~ a  (now es t imated a t  180) is yet  anoth5r indi -  
c a t i o n  t h a t  so  f a r  much has been promised, but  l i t t l e  3ccomplluhed. 
The USSR has r e c e n t l y  shown increased  i n t e r e e t  i n  t h e  development 
of Indonesie ' s  petroleum indus t ry ,  and is expected t o  send two 
petroleum eng inee r s  t o  Indonesia,  i n  add i t i on  t o  t h e  t h r ee  Rumanian 
s p e c l a l i s t s  ass igned  to  lndonesle  i n  September 1960. In  l a t e  May, 
t h e  Indoneelan government announced t h a t  it wovld send 100 petr-loum 
technic iana  t o  be t r a i n e d  i n  fo r e ign  count r ies ,  and the  US3R hsa 
apparent ly  o f f e r e d  t o  accep t  the e n t i r e  group f o r  t r a i n i n g  n6 Baku. 
During t h e  f i r n t  ha l f  of 1961, t h e r e  was a marked lncresse  i n  " 
depar ture8 of Indonesian m i l i t a r y  personnel  f o r  t r a i n i n g  i n  t h e b l o e  
Ear ly  i n  t h e  year  about 100 marineo l e f t  f o r  three! months' t r a in -  
ing ,  followed i n  l a t o  March by a 2601nan navy contingent ,  including 
two oubmarine crews. 

155. A nevi trade agreernsnt be t r~een  Eas t  Germany and Indonesia 
was signed i n  Djakarta  on t h e  25 th  February. EaoC Oermany would 
eupply complete f a c t o r y  equipmsnt ( t o  t h e  value of 815.6 mi l l i on ) ,  
machinery, p:~eciaion and o p t i c a l  instruments, chemical products, 
t e x t i l e a  and o t h s r  conRumer goat?@ i n  exohange f o r  copper, vegetubla 
o i l ,  o i l cake ,  s i s a l ,  r a t t a n  and rubber. The agreement i s  f o r  one 
year ,  with provis ion f o r  automatic  extension.  Trade between the 
two coun t r i e s  i n  tho g a s t  had never exceeded $1 mil l ion  a year. 
According t o  t h e  l a t e s t  a v a i l a b l e  a t r l t i a t i c s ,  the 1960 t r ade  o f  
Indoneeia wi th  t h e  bLoo increased  by about 10% over 1959. and three- 
q u a r t e r s  of the  t o t a l  hen cona tnn t ly  been conducted with i!ommunist 
China. The b loc  share i n  Indonesia ' s  t o t a l  t r ade  was 37; of her  
t o t a l  expor ts ,  and 15% of he r  t o t a l  imports. 

156. The assumption of d i r e c t  r u l e  by King Mahendra i n  December 
1960 hao not  a f f e c t e d  t h e  continued e f f o r t s  of t h e  Sino-Yovict bloc 
t o  incroaso t h e i r  inf luence  i n  t h e  econoinic f i e l d ,  and the r e l s t i o n a  
between Nepal and Communist China have been improving a f t e r  thc 
t ens ion  r e s u l t i n g  from the  border i nc fdan t s  and t h e  Mount %vurc=st 
dlaousalons. 



157. He new Boviet b loc  a i d  viaa of fored  durlng the per103 
under roviow,and t h e  implemantetion of t h e  proposer1 prqjt?ct3 nt t 
wi th  d i f f i u u l t i e s  r e s u l t i n g  from tho  d e l a j s  In  t5e dol lvery  c f  
equipment, the lack  of l o c a l  currency, adverae weather conrlitiono 
and admin ie t r a t i ve  I n e r t i a .  O f  t h o  f i v e  pr?je8*la unfier t h e  
Soviet 87.5 mi l l i on  g ran t  of 1959, only  the  hofipital  has reat-hc3 
t h e  cons t ruc t i on  stage,  and t h e  f i r e %  half o f  the East-Weat tiiyh- 
way survey was completed i n  Yay. 

158. The Conminist Chineaa f tseis tance programme wao dio?usaed 
on the occaa ioa  a f  t h e  v i a i t  i n  lday o f  a Chinese delegabion. Two- 
t h i r d a  o f  t h e  first $12.6 m i l l i o n  @ant axtonded i n  October 1956 
vme atill u n u t l l i s e d ,  and only  pre l iminary  s tud i eo  f o r  tho c m -  
e t r u c t l o n  oi a wrnent p l an t  end a paper m i 1 1  had been cornplstcd 
under t h e  821  mi l l i on  g r a n t  extended i n  March 1960. In j w  a the 
Chinese de lega t ion  agreed t o  assume t h e  l o c a l  cos to  involve( .  in  
t h e  cans t ruc t i on  of bo th  t h e m  p l a n t a  (1). 

159. Connrmniet Chine ha8 renowed her 1956 o f f e r  t n r  tho 
bu i ld ing  of a road l i n k i n g  Xathmsnau w i t h  t h e  T i b o t ~ n  border. 
Up t o  now t h e  only  roaa  connexlon b e t w e n  tho N e p n L e ~ e  c a p i t a l  
and t h e  outer n o r l a  has been t h e  Indian-bull t  road f ~ o m  the  
Indian b r r d e r  t o  Kathmandu. U p  t o  mid-1961, Nepal had beer1 
r e l u c t a n t  t o  open the country  t o  more inf luence  from t h e  Norsth, 
and a l l e g e d  t h a t  the b u i l d i n g  of t..i~ road could not  be justified 
on pure ly  economic grounds (2) .  

Technical Aesistance 

160. By mid-1961, 55 bloc  e x p e r t s  were repor ted  t o  be i n  
Nepal, coneiot ing of 40 Soviet; and 1 5  Comunist  Chlneot: t ~ c l - u l i -  
time. It w i l l  be r e c a l l e d  t h a t  up t o  mid-2959 NupaL had bcen 
r e l u c t a n t  t o  accept t h e  prosenre o f  Slno-Soviet bloo nationsln 
i n  its mxmtry. 

--- - 
(1) In September 1961, Nepal accep tx l  a n ~ w  grant  o f  h2.1 m i l l i o n  

in  Indian rupees,  covcring the l o c a l  cooto of u L ~ n n c r y  R ~ A  
a shoe f ac to ry ,  t o  be b u i l t  under e n r l l e r  g r w t t s .  

( 2 )  During the  Beptember viait of King Mahe n4t-e t o  peklnrr, wrw- 
mcnt was reached on the  cons t ruc t inn  of thr rnai brtw<.t-n 
Kathmandu and t h e  Tibetan  border. 

NATO CONFI '  EEE'I& 



1t~1. In ?tVder to pacify the neutrnliet ?emrid ivlthirr k!is cguntry 
for greeter independence in foreign afftiirs m d  fop oetter re1atior.s 
with the U85R, President Ayub Khan agreed thnt the Scviet Illlion cavl r l  

E ley a limited r o b  in the bevelcpment programme of thie YEATO cour.try. 
Wing the .negotiatlone and up to the official ennouncement ol the 
eigning of the agpeement for Soviet ecommic assistance, wild rumoura 
had been circulating that the USSR was offsrnin~ vast amounts of finon- 
olal asoiatance. The Soviet Ambassador, Kagitcs, went 80 for ea t, 
&iecloee in a Pr68s interview that aid had been offered frr the devrlp,p- 
nent of atomic energy, academic acholarshipe and for solving t he  prc- 
bleme of waterlogging and salinity, one of the moat dangerous threats 
to Pakiatan'~ agricultural development. 

# 

162. In March 1961, after several montha of negotiation$, a 
SOVlet loan of about $30 millien, to be spent aver a per103 of f i v a  
yewe and repayable in twelve annual instalments beginning cne year 
after the etaPt of expenditures, and bearing an interest r ~ t e  of 2@, 
wa6 accepted hy PakLatan. Repayment i$ to be in rupque, which, acc?rd- 
Ing to the Pakistan aovernment, will be used by che U93R mostly for 
the purchase of PakieCani goods. The U38R reporterlly han given 
anauranree that it will not apply for conversion of the rupse6 userl 
to repay the loan into convertible currency, although the agreement 
apparently coritains a claurpe that the USdR could ask for part of snch 
mnUal instalment up to &? millim in canvertlbl.,@ curi-ency.  The 
aareement will cwor the cost of Soviet equipmant and technical 
eerviceo in the field of oil exploration. So~iet tcchnlzians, i n  
addition to thoee engage& in operational work, arc? to train pakiatar.ls 
in the technique8 of oil research. A special organisation i s  belne 
bet Up under the 13ureau of Mineral Re8ourceo of the Pakistan Miniat~y 
or Fuel, Oil and Natural Resources to Implement the agreement* rhe 
firat party cf Soviet experts arrived in Karachi on jlst May to start 
negctiationa for the implementation of the contracts. Prbe88 reaction 
to the agreement was highly favourable, and the U33R hhns constantiy 
tried to exploit its initial advantage, encnuraging 3issat~sfactiun 
in Pakietan on the resulte of the  id to Pakiotan" cmsrrtium, which 
met in Washington to coneirler free worln asaietance for ~akistsn'o 
second Pive-Year Plan. A statement mcle by the Soviet Arnba~lvtldor 
to the fact that more Scviet aid could be exprctad if Pakistan with- 
drew from CENT0 and 3 U T O  met, horrever, with rather unfavol~rnble 
commenta in Pakistan's Prszjs, and the government has been lnsist:n. t h ~ t  
thie agreement should remain on a ~trictly hu~inevs baela, and thnt it 
would rrot influence the foreign policy of the country. I t  scernn that 
a Pakletani delegation may be vlsitlrre the U 3 , R  to atrll; S,vlet 
techniques and means of donling . w i t l ,  the ijrnulerns u f  wtt.rlnarin~ 
and salinity, but no thoueht has Deen given to seeking additi )rial 
iinancial assistance. 
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163. During 1960, t r a d e  with tho bloc increaocd m n e i &  rnS;y 
over the  1359 f l g u r c ~ .  However, t h e  1959 t rade  van a t  the: t t t q m  
of a  dec l in ing  t rend  which had been going on s ince  1954. Colur i~- 
n i o t  China regeined i ts  e a r l i e r  important pos i t i on  as an o u t l - t  
t o r  raw ao t ton  from Paktstan.  During t hc  eecond b l f  of  196). 
China was t h a  l o r g c s t  s i n g l e  purchasm of t h i s  comnodity,and 
aocounted f o r  46% o f  Pak ie t an ' s  raw co t ton  expor ts ,  bu t  t h i s  
pr:edominant p o s i t i o n  was i n  p a r t  due t o  t h e  sussonnl decl ine  ir. 
raw co t ton  shipments, Fpr the rvhoPe RP 1 9 6 0 , e z p o r t ~  t o  the  blo? 
r e p r ~ s e n t e d  no t  more than 9% of Pakiotan 's  t o t a l  exports.  

1164. Importa from the  b loc ,  which had increased conoi?er.ab2y 
during t h e  first ha l f  of 1.960, decl ined during t h e  aeoond ha f 3f 
t h e  erne year. By t h e  end of the  year ,  importo from t h e  Eu:opesn 
a a t e l l i t e e ,  c l o s e l y  followecl b y  those from t h .  USSR, + m e e d e l  for 
t h e  f i r s t  t ime t o t a l  imports Prom Comur~ i s t  C2 ina ,  which fell, 
below t h e  1959 f i gu re s ,  Imports from the b l  c during 1960 l i d  
not  account f o r  more than 5% of P a k i s t m ' a  t o t a l  imports. 

4 

OTHER ASIAN COUNTRIEq 

WIOS 
165. Both the  USSR and Com.unist Chinn have r o p o r t e j l y  mndo 

l a v i s h  promises of a i d  t o  PFince Souvanna Phouma dur ing b l o  v l o t t  
t@ Mmaow and Poking i n  tho  Spring of 196.3,. Tho Busalana declarad 
t h e i r  wi l l ingness  t o  expand economic and teohnical  he lp  i n  i lcv~-op-  
ing  a g r i c u l t u r e ,  prospect ing f o r  .ilinerals, developing t r a n a p o r t  
and connnunicatione and a l e o  t o  he lp  i n  t h e  hee l th ,  c u l t u r a l  an3 
educat ional  f i e l d s .  I n  add i t ion ,  t h e  USL% would ccnet ruct  a 
hospltfi l  and a rad io  s t a t i o n  at7 g i l t e .  The Coawunis: Chintsa 
o f f o r  wan i n  more psnera l  torms, and mentioned t h e  cronstPuct1on 
of a highway t o  improve communications betwben t h e  two aountrizs. 
These o f f e r s  art? contingerct upou t h e  formation of a governm+nt 
prepared t o  r a t i f y  Prince Souvanna phouma'e nccoptance of them* 

166. Pr ince  Souvnnna Phouma has a l s o  conclude3 ~preernents  
on euonomia and c u l t u r a l  co-operation wi th  8ort.h Vietnam. Thr ye 
agreements have only been dese r ib rd  i n  general  terms, but the 
entabl ishmsnt  of a c i v i l  a i r l i n e  betweon the  t w o  countries hns 
been envioageff, next t o  t h e  establiuhment of form: t rade  
re la t ions .  

Aid - 
167. According to oome r e p o r t s ,  the  Soviet Un:on has c o n t  1nue;t. 

80 f a r  without succass,  t o  p res& the  Thai 5ovcrnment t o  acre;: 
S0Vic.t a ss i s tance .  



THATLIVJI) ( con td)  

169. The Thai  Uinie t ry  of Poreiqn Affn i ro  anr.ounce-l on the  
3rd  Canuary thdt t h e  USSR ha8 offered t o  buy 5,000 tons  3f r i c e  
aa fin i r ~ i t i a l  shipment, and has exprerrsed i t a  n i l l ingnonu t o  
become a  r egu la r  buyer. Th is  t r ansac t i on ,  although of minor 
importance, I nd i ca t e4  a f u r t h e r  Soviet  a).tampt a t  ir.creaaing 
t r e d e  with Thaikqnd. Trade b e t m e n  t h e  two countr iua  h?er nt3vt?r 
reached d l  m i l l i o n  annual ly  i n  t h e  post. 

L A T I N  A M E R T S k  

169. Sinee +954/35, when Ar$entine vms t h e  moat lmpar tmt  
t r a d i n g  par tner  of tho  Stino-Soviet bloo mang the  eaonomioally 
underdeveloped countries, t r a d e  r e l a t i o n s  wi th  t h e  b loc  have been 
dec l in ing ,  reaching t h e i r  lowost l o v e l  i n  1957, nnd regaining 
some nt rength  i n  1958, when s l i g h t l y  more than 5% of h r g r n t i n o ' r  
t o t a l  f o r e ign  t r a d e  was conduotea wi th  t h e  bloc. By t h e  en3 cf 
1.960, Argentina had cance l led  he r  h i l a t o r s 1  payment8 agreements 
w i t h  a l l  b loc  c o u n t r i e s  except t h e  USSR, and during the  f i r s t  
half of  1961 t h e  t r a d e  p a t t e r n  s t a r t e d  i n  1958-60, when the  bloc 
t r a d e  acemntefi  for about 5% o r  Argentina 'e  fo re ign  Crado, wna 
oontinued. Moat of t h i s  t r e 3 e  with t h e  b l g c  now conais tu  ~ f '  ., 
oaeh t raneact lone .  

Aid - 
170. I n  October 1958 the  US3R extonded a 8100 mi l l i on  l i n e  

of c r e d i t  o r i g i n a l l y  intended f o r  petroleum equipment, and In 
1960 a  p re toqo l  tas signed d l v o r t i n g  p a r t  of t h e  oreri i t  t.9 3thcr  
aectors .  By mid-1961 only about $15 m i l l l u n  of t h i o  c r e d i t  had 
been u t i l i s e d .  Argentina rlocs not  8eem t o  havs taken any f u r t h e r  
a c t i o n  t o  implement the  remaining p a r t  of t h e  Soviet c r e d i t *  

Technical Ai3eiatancs 

171. W r i n g  
t echn ic i ans  were 
them o r i g i n a t i n g  

Trade - 
172. During 

t h e  per iod unner review, about 50 bloc  econnmlc 
repor ted  t o  be p resen t  in the  country, a l l  o f  
from European n s t e l l i t e  countr lea.  

tho  f i r ~ t  s i x  montha o f  1961, Communist China r a d o  
s e v ~ r a l .  e f f o ~ t s  t o  expand t r ade  rclntlons with ArTglntinn. In May, 
30,000 metr ic  t o n s  of  corn were s o l d  t o  Chlnn, but 5 Chinese A r l o -  
gat inr i  t h a t  v i a i t e d  Buenos Birves i n  June, w i t h  a visw t o  
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ARQENTINA (con td)  

e a t a b l i s h l n g  t r a d e  cn a pe ramen t  b a s i s ,  nnrt buying meat, t e x t - l o s  
and maize i n  exchange f o r  machinery and t r a d i t i o n a l  Chir .# :n@ r r - -  
duc t s  f a i l e d  t o  reach agreement. The Po l i sh  UnrZ~r-~ecrotnry , ?  
S t a t e  f o r  Foreign Trade v i o l t e a  Argentina In Apr i l  t o  trg, .  t 3 
increase  t r a d e  pnd the  p o o s i b i l i t i e a  of technice:, c r - ~ g e r a t i c r  
between t h e  t w ~  coun t r i e s ,  apparen t iy  without much succeoe. ~ h p  
b l w  ha8 ne t  been able sc f a r  t o  supply Argentina with t h e  g-rfln 
she needs, and,ever e-fnce 1958 Arqcntina has b ~ e n  Su i ld ing  up 
l a r g e  f a v o u ~ a b l e  balances  f m  which she cannot f l nd  m y  use. This 
is r e f l e c t e d  i n  the  b e t t e r  p c s l t i o n  t h a t  the Eurspean a a t * l 2 l ~ o s  
havo been tak ing  i n  the  o v e r a l l  b l c c  t r a d e  with t h e  osuntry. 
During 1960, a8 Gomperea with 1959, bo th  expcr:e and importa horn 
the USSR decl inad,  while expor t s  t o  and irnprrts from the  Euroxsn  
e a t e l l i t c a  incretped. 

173. It is d i f f i c u l t  to acceas  a t  the prebent utage the  * - - -  
n m i ~  r e l u t i m a  between B r a z i l  and the  b lc~c.  The p ~ l i c y  inattgur- 
a t e d  by Pres iden t  Quadroe t e n t e a  t? g ive  the impression that 
B r a z i l ' s  f c r e i g n  t r a d e  wi th  t h e  b l x  ccun t r i e s  would increnu*. 
The general  i l n e  of po l i cy  fflllckved waa designe? t- ~ t r e n g t h r c  
B r a z i l ' s  o v e r a l l  t r a d e  prrsi t ion i n  an e f f r r t  t -  f i : d  ad9i t ional  
~ u t l e t s  f r r  f t e  p r ~ d u c t a .  

174. .'- hao boen a p c w i n g  f e e l i n g  i n  Braz i l  tha t  the b l w  
is a vas t  untapped p o t e n t i a l  market, capable of absorbing i n c r e a -  
sing' amounto of Braz i l i an  exper t  pr rducte .  This l i n e  r f  thvdh:  
had a l ready  appeared tr, t h e  Braz i l i an  g c v e r m n t  by t h e  en3 ~f 
195C, and a number o f  t r a d e  agreements had been signer? with the 
main European satellite c c u n t r i e s  and the 113s. As a csncequencs, 
con t ra ry  t o  what happened i n  the  case  of X r g e n t i n ~ ,  B?azi1'? 
t r a d e  wi th  t h e  bloc a s  a percentage of her  tqtwl t r n d e  has b@*n 
increaeing elnce 1957 f rsm abcut  2 s  t o  4% i n  1959 and a l n r s t  5% 
i n  m o .  

Air 
175. It appears  t h a t  dur ing t h e  p?rriod xnder ravieiv variDue 

o f f e r s  of eoonomlc development c r e d i t s  h6ve been made by Sinc- 
S r v i e t  b l3c  countr ies .  The Brazi1ir.n rnisslcn which tcurel .  the 
bloc  during t h e  spr ing  i s  be l i eved  t o  hnve receive* e f f r r s  frcm 
Roumania, Bulgar ia ,  C z e c h ~ s l ~ v a k i a ,  East  Germmy, Pclana, HunmrY 
and the USSR amounting t o  cva r  $500 mil l ion .  Th? s ~ s d p t a n - e  an? 
u t i l i a a t i - n  of th& a i d ,  which vicu:d make B r a z i l  i n c  of the l c l r @ &  

r e c i p i e n t s  of b loc  aiB i n  t h e  viorl3, lepends mn:nly r n  politlc.3l 
developments i n  Brazi l .  e 

Technical Ass is tance  

176. During t h e  sp r ing  of  196; a number ,f ecor3mic an? 
t e c h n i r a l  co-operaticn agrsemante were signed. Althcugh s m e  3 1 ~ -  
technicians have provionefy been wrrking ~n a Pew Br?ziliar. Xeve- 
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lopment p r o j e c t u ,  t h e i r  p r e s e n c e  i n  t h e  c o u n t r y  was n r v c r  s a n c t t o n i ~  
by formal  agreement8 such  a s  t h o s e  r e c e n t l y  negot ix ted .  rn 1hur.c :J 
l i t t l a  i n f o r m i t i o n  a v a i l a b l e  c m c e r n i n g  t h e  t y p c ~  of as r j io tqnre  
contempla ted  under  t h e s e  agreements ,  bu t  Rumanian t e c h n i r i ~ r . 8  - n u i r l  
be  o ~ k e d  t o  a s s i s t  i n  t h e  devclopmcnt o f  petro-cherniwil  Ln lus t r l ro .  
Pe t ro leum e x p l o r a t i o n  and  development of  B ~ R z ~ I ' s  r i c h  o i l  shit,e 
S e p o s i t s  &re f i e l d s  i n  which b l o c  technical assL.?Aancc might 50 
u t i l i s e d .  

Trade - 
177. During t h e  s p r i n g ,  a B r a z i l i a n  minoion was s e n t  t o  the: 

European s a t e l l i t e s ,  and  a s e p a r a t e  m u  t o  Moscow. The aims In 
s end ing  t h e w  m i s s i o n s  were o u t l i n e d  oo fol lowo:  

( a )  t o  t r y  t o  i n c r ~ o ~ e  t h e  volume, va lue  nn9 v a r i c t y  -1f 
~ r o d u c t a  exchanged between B r a z i l  and t h e  b loc  
countries; 

( b )  t o  m ~ k e  s p c o i a l  s f f o r t a  t o  o b t a i n  wheat ,  f t . r t i l i z e r 8 ,  
machinePy and  aquipmact;  

( c )  t o  o b t n l n  c w d i t s  f o r  most of Chil e x p o c t e  importo,  
and  o p e c i a l  p q m c n t e  P u c i l i t i c s  f o r  t h e  purchnse 
o f  wheat, petr.sleurn nnd i n d u s t r i n l  productn.  

178. The first of t h e  nbovs-mentioned B r a z i l i a n  miasionn 
soncluded a number of agreements  w i t h  t h e  Europcan s a t e l l i  t e s ,  ni; 
?.{ell R B  t r a d e  and payments ~ g r e e m c n t o  w i t h  Albania ,  Bu lga r i a ,  
Rumnnia, Hungary a'nd mat Germany. I t  a l s o  8ignc.3 t r n d e  p r s t o -  
001s wi th  Czechoalovakin 2nd Folnnd. A t  t he  n n m  t i m e ,  e sepe- 
r a t e  B r a z i l i a n  group i n  Mcseobv n e g o t i a t e d  ri t r n d c  p r o t c e o l  t o  t h e  
1959 S w i c t - B r r a i l i a n  n p c e m e n t .  Judgin,q frsm o f f  leiel co~mr~u- 
n i q u 6 s  sn? P r e s s  ar,nc?mcemcnts, -it ?:.;)ears th?t the blsc ha:: p l ~ 4 ~ r e c l  
i t s e l f  t o  i n c r e e s e  i t s  t r n 4 :  turncve?r ? : i t h  B r ~ i z l i  t . 3  nbrbut & l X  

m i l l i o n  annua l ly .  Tot81 t r n d e  i n  1960 vna flpproximntsly 8150 
m i l l i o n .  Most o f  t h e  nevr agreemcntc  appear tc hnve 3 f i v e - y e w  
d u r o t i o n ,  b e g i n n i n g  i n  1962. If ~ u s h  t r z d e  targi . : ts  n e r c  .att:iin-.:d, 
t h e y  would r e p r e s e n t  &bout 1y% o f  t h e  p r e n c n t  l e v u l  of B r n z i l ' c  
t o t a l  f o r e i g n  t r ~ d e .  
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p ~ r t  of t h e  b loa ;  in  f a c t ,  t h e  h b n e s a d o r  Denignate appointed 
by B r a a l l  t o  t h e  Sovlct  b loo has  dec la red  t h ~ t  i n  f i v e  yearn'  
time one-thir3 of a l l  B r e z i L ' s  oxpor ts  would be going. t o  tha  tho. 

181. Thure have been o ther  infiicntionw of the bloc'c r+.ncwr;.d 
economic i n t c r e s t  i n  Brazil. Several bloc  coun t r i e s  have appa- 
r a n t l y  made p lans  t o  ho l a  indust - r ia l  exh ib i t i ons  i n  t h e  next y e w s  
o r  two; Bvlaarin and Rwnanlo hGve agreed t o  provide Brazil, w l th  
a frac p o r t  on the  Black Sea, Hungary snd Czechoslowkia have 
ripprooched B r n z i l  concerning d i r e c t  a i r  routee ,  and the  US= b,a 
ee l ab l i ehed  a roeidcnt  trndo rnlssioa in Rlo de Janeiro. 

182. In tho fields of f inanc ia2  a i d ,  t sohnicnl  aas is tanoo and 
t r r d e ,  t h e  proposed d e a l s  between B r n z i l  and the  bloc woul:l m y r e -  
eent n r a d i c a l  depar ture  from e a r l i e r  economic r e l n t i o n s  with t h e  
b loc ,  b u t  t h e  e n t i r e  scheme l o  3ependent on f u t u r e  p o l i t i c a l  
deve1opmer.t~ i n  the  country. 

183. The process of b r ing ing  Cuba i n t o  t h e  o r b i t  of the  Sine- 
Sovie t  b loc ,  which e t n r t c d  dur ing the  sp r ing  o f  1960 utd gathered 
c,onai&ernble momntum dur ing  t h e  second half  of t h a t  yeerr, con- 
t inued  throughout the l l r a t  h a l f  ot 1961. The Cornminist world 
hes now become tho primary e o w c e  of support f o r  tte Zubm ejonany. 
h b c ' s  annual  t r ade  wi th  t h e  b loc ,  which waa neg l ig ib l e  in 179, 
repreeentcd roughly 20% of her  t o t a l  1960 fo re ign  trade. 2urlng 
t h e  f i rs t  hnlr of 196L, it reaoherl soma 66% and will prob,~bly  
grow f u r t h e r  t o  about 75% by tho end o f  the  year. The C n a t r a  
r6gime is r e l y i n g  on bloc m i l i t a r y  equipment f o r  t h e  buildirw u p  
of i t s  nmneg fo rce s ;  inc reas ing  nunrburo of' bloc technic ians  ? r e  
e n t e r i n g  t h e  country, end tho  p lans  for Cubeo's f u t u r e  ecor.crnic 
development a r e  bnae8 on m t e n s i v e  Sino-Soviet b loc  a s e i s t ~ n ? e .  

184. To t h e  $257 m i l l i o n  c r e d i t s  nlrc?dy extenla3,  the  V3? 
7d,led another  8100 mi l l i on  i n  June 1961. This  mews +h3t b y  
mid-1961 t h e  Sino-Sovie t bLoc had extended ecronomic and f in?nci?l  
a i d ,  eguivnlent  t o  $50 pe r  inhab i tan t .  The moot rq-ent  &i~~,rnilUon 
loan  i s  s n i d  t o  be des t ined  Far t h o  development o f  C'ubs'a n l a k e l  
indus t ry ,  rad w i l l .  r epo r t ed ly  be r e p i d  by exports ?f n i c k e l ,  
a t - i r t i ng  5 yenra n f t e r  the de l i ve ry  of the equipmrnt. Thlo 1s 
ok~ynrent1y t h e  first time t h n t  repnyment of' c r e d i t s  w i t h  t,ha3 o t ~ t -  
put  of t h e  assisted i ndus t ry  hw been envissged i n  * *$sea 3~+.ni\le 
the  bloc. E n r l i e r ,  s i m i l a r  axarnpl~s  hrid been the  USSR'S build% 
of f i v e  p l n n t s  in  the  petroleum m d  chemicol i ndus t r i e s ,  t o  be p ? i B  
from t h e  roduction of t h e  new pl:-tnts i n  Rumnnin (December 1956 
r g r c m c n t f ,  of ?n oil ,  ref  i nc ry  i n  Bul~rzr io  (1958 -greern+nt) ,  q r ~ f l  



of  tin n g r i c u l t u r a l  oommoditieo p roaeso ing  p l n n t  i n  North Vlptnnrn 
(19% n~re~iment) .  

185. The economic development c r e d i t  extancled by I ' o l m d  for 
t h e  f i rxmc ing  of n ehipyerB, nnd v a r l o u s  o t h e r  nrncll Lndunt r lo l  
p l n n t s ,  m o u n 2 e d  n t  t h e  en8 o f  1960, but TOP which t h e  lmolmt w?o 
n o t  %vnilr.b1e st t h e  t ime ,  has now been r e v e a l e d  t o  tct .11 & f l 2 . m i J I i ~ r : .  

186.. The b l o c ' s  mch p u b l i c i n e d  riid t o  mbl's i n i l u e t r i r : ~  
devel3pment has sc; f n r  mcde l l t t i e  p rog reea ,  --rid. on ly  about  &,lf 
a doaen p r o j e o t s  have m d e  nny noticar,bLa hecrfv;-iy: m l y  3n.l o f  
the p r o j e c t s  unde r  n o n s i Q e r ~ t t o n  s l r . 0 3  Februnry  1 60 (when t h e  
first lnrge-wnXe W v t e t  c r e 4 i t  hc.3 bean a c c e p t e d  3 h- s  report :r9ly 
beon completed. However, c o n s i d e r ? b l o  p r e l i m i n w y  s t u d y  iyvrf,rk has 
been cqrriecl  o u t  on v n r l o u s  p r o j e c t s .  

187. Ta u t i l i s e :  t h e  bloc n r a d l t o ,  Cub? hc8 z a t ? b l i s h n $  cb 
M i n i s t r y  of' I n d u s t r y ,  nnd the  n e w l y - ~ p p o i n t o d  Y i n l s t e r  s f  I n d u s t r y  
"Che" Ouevarn, In a l o n g  r e d i o  apcech on t h e  N t h  Apr i l ,  o u t l i n e d  
r pro@;rr?me f o r  the c e n s t r u o t i a n  of mre t h n n  100 new in&la t r i : i l  
e n t e r p r i a e s  t o  be onr r4ed  a u t  by 1365* 

168. A c o r d i n g  t o  this s t a t e m e n t ,  pPojeo t8  f o r  which c o n t r n r t s  
hcvk already been aignod ir:.oluda t h e  f a l l o w i n g :  

( - t )  w i t h  t h e  U33R f o r :  - - 3 e t o e l  mill, w i t h  on nnnunl c n p e c i t y  u f  1.3 m i l l i r \ n  
t o n s , t o  be  o n r r i e d  o u t  an ~ c v c r l l  a t q w s ,  wi th  
production r e n c h i n g  260,000 t o n s  i n  i9G4; - nn o i l  ref'il-inry ~ , t  B.r . t ingo l e  Cubn, w i t h  m 
:.nnucl c?pr.cit.y o f  1 m l f l i ~ n  tonu; 

- two p3wer s t a t i o n s ,  one w i t h  1 c?pn:ity o f  
100,000 kw. nnd t h e  o t h e r  o f  200.0W kw.; 

- c geologicnl .  smvey o o v e r i n g  *.bout 25% o f  t he  
country .  

( b )  w i t h  C z c c h o s l o v n k l ~  fo r :  
- a f n c t o r y  o r ? ? b l e  of producing:  2,000 t r - a t o r a ,  . 
5,000 t r u c k o ,  200 s t l t i c n n r y  nrator6i ind 3,000 
motorayc lco  R year ( p r o d u c t i o n  of 0-u-o t~ bagln 
i n  1965). 

jb) with Enst  .;r:r.m-ny f o r  t h e  c:up,,ly ~ l ?  25,000 8!'i!l,!!,.O 
,?nd ~3 l ~ s f n a  in 1352; 501000 s p i n d l e n  -n? 1 , X I  born3 
i n  1 6  -.ad 75, WO sp:Lndlee -.nd i ,500 l ooma  d 1! j t~h .  



(contd)  

Ouevora a t a h &  t h a t  t h e  Eulf i lment  o f  these  con t r ac t s  would mean 
t h a t  t h o  Cuban t e x t i l e  induat ry  would be i n  a  p o s ~ t i o n  t o  meel, d l  
domoetia demand by 1965. 

190. During t h e  f i rs t  half of 1961, s e v e r a l  now arma ahiu- 
ments were de l i ve red  t o  Cuba by t h e  U 3 S R  and Czechoulovakia, ,in3 
t h e  government used a n t i - a i ~ c r a f t  gunguns, tanka and smll arm8 
rece ived  f'rorn the bloc  te countor the  Apr i l  1961 at tempt o f  i w a -  
s l on  lly poLi t ioa1 opponent8 t 0  the ~ B g i t r e .  .+ 

Technical  Ass is tance  - 
191. Suba c o n t l n x d  t 3  r e 1  on bloc  t echn ica l  a s s i s t ance ,  

bo th  f o r  the  irnplemontstion n f  31 t e  i n d u e t r i a l i s a t i o n  pr-jgramne, 
en8 for t h e  day-to-&y o ) e r a t i o n  of var ious  s e c t e r a  of i t s  e x i s t i n g  
indus t r i es .  Thcj number of  b loc  t echn ic ians  reportedly present  i n  
Cuba has  now reached about 500. I n  l a t e  Apr i l  Ouevara annomcod 
t h a t  150 top-grade 'bloc t echn ic i ans  wore i n  varioue Cuban 1 n ; t i -  
t u t i o n s  such a s  t h e  Mining I n s t i t u t e ,  t h e  I n s t i t u t e  *f PetroLeum 
o r  working i n  i n d u - t r i a l  p l an t s ,  t h e  e l e c t r i c  pqwer, the  s u g w  
and ceramica indua t r i ee .  Uany come f o r  a uhort pcr iod t o  p7rform 
s p e c i f i o  taeks ,  bu* s number of them w i l l  be e t ~ y i n g  i n  the  3 ~ u n t r y  
f a r  some time. In  e a r l y  June, Cuba announced the  a r r i v a l  of 300 
"young Soviet farm s p e c i a l i e t s " ,  who were expected t: remair: ir! 
Cube f o r  a long term, 

192. I n  January,  t h e  Guevara mission returnee? crom the bloc 
with plans t o  send 2,400 Cubane f o r  t e c h n i c a l  Lraining i n  Cotntnu- 
n i s t  China, t h e  US3R, Czechotllovakia, East Oormany ana other  bloc 
countr lee .  During the  first half of  1961, neveral of these 
gruups l e f t  the country,  t h z  most important cleparture ccncerning 
a group of 1,000 a g r i c u l t u r a l  workere t h a t  went t o  the  YS3R i n  
e a r l y  June. 

193. According t o  Borne r e p o r t s ,  b loc  m i l i t a r y  technic inns  
i n  Cuba have been es t imated a t  about 300. L i t t l e  i s  known con- 
ce rn ing  the number of Cubens r ece iv ing  m i l i t a r y  t r a i n i n g  i n  bloc 
coununtriee, bu t  t h e r e  ha8 bean oome inf0rmatir.n i n d i l a t i n g  that  a t  
l e a s t  60 a i r  f o r c e  personnel ,  t r a i n 0 6  i n  Czechoslovakia and the U S a ,  
could have a l ready  returned. 

Trada - 
194. wi th  t h e  e i  ning of t r a d e  and p~ymen t s  agrmrnente with 

Albania i n  January 19 ! 1, Cuba has now concluded f i v e - y e ~ r  ecoriomio 
agreement8 wi th  a l l  the European and Asian s a t e l l i t a  -oun t r ies ,  
a s  we l l  a s  wi th  t h e  USSR and China* The r ed i r ec t i on  of foreign 
t r a d e  towards t h e  b loc  countr ioa  which s t a r t e d  duriina 1960 has  
been e m a l d e r a b l y  stepped up, all C o m u n i ~ t  countries p a r t i c i -  
p a t i n g  i n  t h e  e f f o r t s  t o  keep t h e  Cuban economy runqlna. S1nr.a 
the  beginning of 1961, 65% t o  75% of Cuba'a t o t a l  world t rade  has 
been r e d i r e c t e d  towards t h e  b loc ,  r ep re~ len t ing  s t o t a l  value of an 
o r a c r  o f  magnitude of between $800 rniilir.? and ,&OO mil l ion  both vraye. 
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Lc/~-L&. - -- 
W . d a (contd)  
H 

T h i ~  vaot  inc rease  i n  t r a d e  representB a major share i n  the  r e o m *  
a lncreneee i n  the  t r a d e  between t h e  bloc and t h e  underdeveloped 

count r ice  of t h e  f r e e  world a e  a  whole. 

W 195. Although Cuba has experienced p e r i o d i c  s h o r t a ~ e e  o r  ' p a r t i c u l a r  oommodities and sufferad severe  maintenanre problems, 5 
' I  

so P e r  t h e  bloc's e f f o r t s  have been succeaaful  i n  providing a 
U continuoue flow of t h e  main e s a c n t i a l  commodities t o  keep the  
W Cuban economy a f loa t .  
c;l 
2c 196. General Logirrov, Di rec to r  of Soviet  civil .  av i a t i on  and 
W head of t h e  Aerof lo t ,  announced i n  Msscow On t h e  11th  May, while 

cementing on t h e  pmposed extens ion of air se rv i cc s  between the  
3 USSR and coun t r i e s  i n  the  Western hemiaphere and 3outh-Ea8: A s i s ,  

E t h a t  an a i r  s e rv i ce  between the  USSR and Cuba was being planned. 
I 197. There have been some r e p o r t s  t h a t  the  U 3 S R  has ha3 some 

. d i f f i c u l t y  i n  acconanodatinn t h e  l a r g e  sugar imvorts,  but t o  date  
no l a r g e  h o u n t s  of  augsr  have apaa$ently been-resoid in world 
markets. The t a r g e t  f o r  t h e  Sovie t  sugar'production, a s  f1xa.l 
i n  the Seven-Year Plan, has been s a t  a t  about 9.25 t o  10 mllLlon 
tons  r o r  1965; according t o  Soviet  nources, about 8.7 m i l l i c n  
t sne  of augar w i l l  be produced dur ing 1961, of which 2.2 mi l l ion  
tons were expected t o  come from sugar  cane. Coneiderable e f f o r t s  
have apparen t ly  been made t o  expand t o t a l  production capaci ty.  

198. Tho 8cvie t  i n t e r e a t  i n  Bol iv ia  repor ted  during t h e  seoond 
ha l f  o f  1960 seems t o  have aubeided. Ey t h e  end o f  February, the  
Bolivians sen t  t o  t h e  US3R a l is t  o f  p r o j e c t s  f o r  which they were 
t r y i n g  t o  ob t a in  ou t s ide  f i n a n c i a l  snd t e chn ica l  a % e i s t a n r = ,  but  
t o  d a t e  t h e r e  i ~ .  no evldenco t h a t  t h e  US% hae responded t o  this 
request .  I n  June, t h e  Bolivian mini st,?^ of Mines announced t h a t  
he would s h o r t l y  lee2 a delegation t v  the  USSR to  a l s cuse  the 
d l W  m i l l i o n  deve l~pment  c r s  11% o f f e r  announced a t  th.: end cf l a o t  
year. A Caechoslovak mission v i s i t e d  t h c  country, and propose? 
t o  buy copper, l e ad ,  t i n  and farm proiluce, and t o  a s s i s t  Bol iv ia  
i n  bu l ld ing  antimoriy 8nd oopper ameltors. 4 Bcliviari  misaion 13 
expected t o  v i s i t  Czeehosiovakia and t o  diemuas t h i s  recent  b f fe r .  
A c u l t u r a l  agreement was signed providing f o r  the exchange of infor-  
mation by e c i e n t i f i a  i n s t i t u t i o n s  an8 u n i v e r s i t i e s ,  and f o r  a u l t u -  
r a l  acholarehipa. Bol lv ian  t r a d e  with the, bloc yemined negl i -  
g i b l e  dur ing the  firfit half of 1961, al though t h e m  a r e  some indi-  
c a t i o n s  t h a t  a  &mall amounl; of t r a d e  may be oonducted wl th  Czecho- 
s lovakia.  I t  was repor ted  t h n t  a  Bolivian tranoport  co-operntive 
has  con t rac ted  t o  1;urchaae 21 s o d a  t r m c k ~  from Czechoslavekla on 
c r e d i t .  
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199. The Cesch misaion that  v i s i t e d  Bol iv ia  a l so  went t o  
Chile.  Chile  has been repor ted  t o  be enviaaging the e s t ab l i sh -  
ment or formal oonmercial and diplomatic  r e l a t i o n s  with severa l  
Eaatern Europaen coun t r i e s ,  includLng Poland. By mid-May, 
commercial nego t i a t i ons  between Poland and Chile  had resul tac '  i n  
an agreement on the eaatablishmmt of n Polislh t r a d e  o f f i c a  ir. 
Santiago and on condi t lona  of papnent and l i e t s  of goods t o  he 

of Chile  i s  t o  send a t r a d e  mioaion 
t i e s  of trade betvreen t h e  two acluntriee. 

exchanged. The Cent ra l  Bank 
t o  China t o  explore  potse ib i l i  

EC1I_AnoR 

200. I t  was announced a t  t h e  end of  June t ha t  an  agreemerit 
h ~ d  been approved whereby Czechoslovakia i s  t o  supply Ecuador 
with  equipment worth 8500,000 f o r  a number of t echn ica l  and techno- 
l o g i c a l  echoolo, i n  r e t u r n  f o r  cocoa. The deal had o r i g i n a l l y  
been mentioned i n  t h e  Autumn of 1960, when a form of cornrnerciol) 
c r e d i t  worth B10 m i l l i o n  was o f f e r e d  by Czorh*elovakia t o  En'la- 
dor'o Flinieter oS Education. The &00,000 worth of t echn ica l  
echo01 equipment ie presumably merely a first i n a t a h e n t ,  and 
t h e  widely-publiciaed snnouncement that an agreement has been 
reached s e e m  t o  imply a formal acceptance of t h e  Czechoalovaklan 
c r e d i t  by t h e  Ecuador Oovernment. 

201. A Polish miasion has been v i s i t i n g  ldexico t o  d i scuss  
t h e  p o e s i b i l i t i e s  of' expanding t r a d e  between the two count r lcs  t e  
a l e v e l  of about #2 m i l l i o n  annually.  The presant  volume of trade 
between t h e  two ooun t r i e s  i a  o n l y  a few hundred thousand d o l l s r s ,  
and t h e  r e a l  motive of t h e  P o l i s h  e l f o r t e  ecem t o  be more po l i -  
t i c a l  than economic. The Czech mission which v i s l t e d  a number 
of L a t i n  American c o u n t r i e s  a l s o  went t o  Mexico, where i t  
declared Czech wil l ingness  t o  supply  complete f a c t o r i e s  i n  order 
t o  rptep up Yexico'e i n d u s t r i a l i s a t i o n  programme. 

202. Economic r a l a t i o n s  batvrean Uruguay and t h o  Sino-Soviet 
b l o c  hnvo been fol lowing l i n e s  s i m i l a r  t o  those between Argentina 
and the bloc. The Soviet  Union has p e r s i s t e n t l y  t r i e d  t o  in3ucs 
IJruguay t o  accept  some form of a .wool-pet ro lem b a r t e r  deal ,  but ,  
i n  February 1963, t h e  Uruguayan Oovepnmcnt amrdod con t r ac t s  f o r  
t h e  196V63 petroleum requirements  t o  W s t e r n  suppl iers .  



cl 
a The importance o f  t h e  Sfno-Soviet bloc  f o r  Uru~trayan wool. oxpor t a ,  
5 which were a t i l l  considerable  during 1959, ha8 no)! bt:en sharply  

reduced. A s  a consequence, while  i n  1959 exports t o  the  bloc 
s t i l k  accounted f o r  28% of t h e  t o t a l  Ul'uguayan expor t s  thlr per- 

@ centage hee dropped t o  about 10% of t h e  t o t a l  Uruguayan expor t s  
during 1960. Uru aynn s t a t i s t i c s  i c d i c a t e  t h a t  imp-r ts  from r t h e  b loc  dur lng 19 0 increased s l i g h t l y  over t h e  ' 9  to+ 2 but  the  a b o l i t i o n  of t h e  mul t ip le  exchange r a t s  con- 

c;l e iderab ly  weakened t h e  poe i t ion  of t h e  b loc  expor J the Uru- 
guayan market. -Consequently, Urugueryan imports  from the  bloo $ started t o  decl ine  dur ing the  last sir months of 1960, and tho 
trend w i l l  probably continue during 1961. The Czech delegat ion 

$j i n  Uruguay of fe red  a loan  of $5 m i l l i o n  f o r  t h e  purchaae of machi- 
w n e r y ,  t o  be repald i n  t r a d i t i o n a l  Uruguayan proclucte. It is, E however, h ighly  un l ike ly  t h a t  Uruguay would acoept t h i s  o f f e r ,  

I which has now been renewed f o r  t h e  t h i r d  time by Czechcslovakin. 
Y. z 
53 
cA VENEZwX& 
4 
c;l 203. In  Caracas, t h e  head o f  the Czech mission vhich had 
Obee'n Q u r i n g  Latin h e p i c a  s t a t e d  t h a t  his country was riilliw 

t o  resume diplomatic r a l a t l o n s ,  and t o  inc rease  t rado  wi th  Vene- 
fi zuola, The proposed i tems of  exchange would be i r o n  ore and 
\ 

W cocoa from Venezuela, and machinerg from Czechoslovakia. 
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