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2. Delegations a.re invi%ed t~ confirn o r  r ev i se  the 
estimate o r  otherwise -to provide relevant  i n f o m a t i o n .  

(Signed) J. BILLY 

IUT0 9 
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I, ""m VOLUP43 OF ORDERS PLACED 

l a In  1974 estimated  orders o f  Western  machinery and pipe 
by Eastern  countries for future  .def.bvery rose more than l O o o / ,  
reaching almost $7.6 bi l l ion(2)  and breaking  previous  records 
f o r  '$he third  successive  year. Advance Eastern comaitments - for  
machinery and equipment o f  NATO countries  account f o r  787: o f  t h e  
t o t a l ,  while  those  placed i n  Japan  anount t o  1656. Oves one-half 
(587;) of t o t a l  orders  originating  in  Eastern  countries  xïe 
placed i n  West  Germmy ($2,500 mill ion) or i n  France ($q ,900 
mill ion)(3) .  

2. Qrders  origina$ing  in  the USSR rose from $2,LiA?3 mill ion 
i n  1973 t o  $5,806 inil,lfc?n i n  1974 inT% .?-ndtlstr%aB Vest, w5.iJ.e 
those  laced i n  NATO countries  alone amounted t o  $4,470 n i l l i on .  
Qrders*or%giaating  in  Eastern Euro e growing by  more than loo%, 
rose t o  nezrly $1.8 b i E n % * k  of  the SW repïmesented 

. -  

orders  placsd"by  Poland which reg is te red  a nore t h m .  f au r fo ld  
increase, r e a c h i n v t  $1.4 billion. Remanias with a heavy 
debt burden amoriizting t o  one half of t o t a l t  earnings,  re- 
duced i ts  l eve l  o f  orders  sharply froin $476 million in 1973 
almost t o  zero   in  1974. 

3 .  The USSR and Poland were able t o  increase  considerably 
the volune of t h e i r  orders for 1destern  technology  because  they 
disposed of natural   resources such as coal,  o i l ,  natural gas and 
timber, whose pr ices  have been rising  sharply on world markets. 
The consequent  change i n  the  terms of t r a d e   i n  favour of such 
comodikies   has   faci l i ta ted  conclusion of industrial  co-operation 
agreements .with Ileslem $%rms., which agree  .to  supply .ecgxi.pment 
under c red i t s  and t o  accept repayment l a t e r  i n  products of  the  
or ig ina l  machinery delivered. 

4. Major l'self-liquidating!?  dezls of  this type  concluded 
i n  1974 between the  Soviet  Union and Western  companies included: 

... Supply of Vest German steel  pipes  worth  about $600 
million  for  long-distance  pipeXine f o r  Soviet   natural  
gas Lo be  provided i n  repayment o f  c r ed i t s ;  

m In-~%%s-paper, $he "Sast" cori2ists o c a  -&SR md other 
Warsaw Pact  countries 

(2 )  See Table 1.: This  figure  does  not  include  machinery orders 
t o t a l l i n g  $2,400 mil l ion   p laced   in   I ta ly  on a ba r t e r  basis. 
On the  other hand it includes  self-l iquidating  orders 

( 3 )  See TaSle 2 
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- French a l m i n i u a  complex worth $600 mill ion t o  be re- 
paid in  Soviet   aluniniun  products;  

- Japanese equiplilent  and know-how f o r  developnent of  
timber  reserves ($550 nil l ion)  coking  coal ($450 
mi l l ion)   in   S iber ia ,   to  be repaid  in  t imber md coal. 

5. In  the  case of Poland,  the  najor  self-liquidating  deal 
concluded i n  1974 i s  the  one with the  pni ted Kingdom f o r  a 
t r ac to r   p l an t  worth $350 million. 

II. IMPLICATIONS FOR CFCDITS 

6. Machinery orders  placed  in  the West  by Bastern 
countries  help  to  estimate  the volume of c r e d i t s  ex-tended t o   t h e  
East, since  nost  purchases o f  machinery are  financed by c red i t s .  
In  1974  estimates of cash  orders  are  unusually  high, a t  l e a s t  
$1.1 b i l l i o n  and probably  substantially more. Deducting t h i s  
from the   va lue   o f . to ta1  commitments by Eastern count r ies ,  orders 
benefi t t ing f r o a  c r e d i t s  would then be c f  the  order of  about $6 
b i l l i on .  Up t o  2096 of this value would consis t  of cash down- 
payments, on the   bas i s  of the  usual  procedures of the  past .   In  
1974 cred i t   ex tens ions   to  the  East might,  therefore, have 
mounted  to  almost $5 b i l l ion ,   cons is t ing  of about $3.7 b i l l i o n  
to  the  USSR and $1.3 b i l l i o n  t o  Eastern LWope, largely to 
Poland. O f  these t o t a l s ,  NATO countries would accou~i;  f o r  the  
Lion's  share of c r e d i t  extended: $2.7 b i l l i o n  t o  the USSR and 
g900 million t o  Poland.  Extensions from Japan t o  the  USSR 
reportedly  equalled $1,050 mil l ion(?) .  

7. The preceding  estimates w i l l  almost ce r t a in ly   d i f f e r  
€rom t h e   t o t a l  of credits t o  be reported by NATO countries ÜS 
Ieing  extended t o   t h e  East i n  1974. In  this estimate an attempt 
Ls made t o  account f o r  al1 c r e d i t s  and not  only  those  guaranteed 
)y the  governnents. Moreover, a considerable amount of  time - 
is much as two years - may pass between the  conclusioi? o f  a 
:ontrac* and. the  accordance of the.  export credit guarmtee.  
:onsequently,  credits  connected w i t h  deals   taking  place  in  a 
)a r t icu lar   year   a re  sometimes reported by NATO countries  the 
'allowing year   or   the   year   af ter .  

8 .  These discrepancies  notwithstanding,  Eastern  orders 
'emain a useful   indicator  of Western c r e d i t s  extended in a given 
'ear - a t  l e a s t   i n   r e g a r d  t o  the   d i rec t ion  and speed of chan es 
.n t he i r  magnitude from previous  years. While the  p r e c e e  
,.stirnates of orders  placed might  have  borne l i t t l e   r e l a t i o n  to 
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l 27-VP/425 

the   l eve l  of  guaranteed  credits  reported by  member govel-lments 
f o r  a glven  year,  orders  have  proven  to be a r e l i ab le  @de -bo 

rowth and acceleration of credi ts   reported for t he  sane  year, 

increase  in  ;astern machinery orders last  year w i l l  a lnos t  
cer ta in ly  be followed by a dramatic (though not   necessar i ly  
100%) r i se   in   c red i t s   guaranteed  by member governments. 

specific  purchases  in  the  creditor Western nations,  loans ra i sed  
on the  Eurodollar  market by Eastern count r ies   in  19'7f:- a re  
estimated a t  $540 mill ion( l ) , . .  . .  

II 

S appears  safe t o  conclude that  the  estimated lO(%-odd 

9. In   addi t ian t o  these  export   credits which a r e   t i e d  t o  

III PROSPECTS FOR f%4.CI-lIXERY EXPORTS 

10. The continued  sharp  r ise  in  Soviet  East European 
machinery orders   in   recent   years  w i l l  be re f lec ted   in   expor t s  
of NATO counkries  over  %he  next few yearso adding an elenent of 
s t a b i l i t y  t o  external  economic prospects. k r e l a t ive ly  strong 
market i n   t h e   E a s t   f o r   t h e  equipment of  member c o u l t r i e s   c m  be 
predicted even under  pessimistic  assumptions. On t h e  basis of 
existing  order  contrac-bs  the 1972 l eve l  of $2.6 b i l l i o n   i n  
machinery exports  should be maintainable for about  three  years, 
even i f  future  Eastern  orders  should  decline  shzrply  to  the 
r a t e s  of t h e  1960s. For 1974 and 1975 NATO country  exports of  
machinery and pipe to European Communist countries might r i s e  
as high as $4 bi l l ion(2)   per   year  depending on the  speed a-ii 
which the  record-breaking volumes of orders  during 1972-1974 
are   del ivered,  

T e e  Table 3 
Maximum estimate  based on 1973 l eve l s  and on e:,-t;rapolations 
o f  pas t   cor re la t ions  among machinery orderso drzxings and 
imports, Most machinery orders  are  probably  delivered 
within 2 o r  3 years of the  date  when the  order is announced. 
This lead-time  can v a ~ y  considerably, however - from 
apparently  only a few  months f o r  some o r d e r s   t o  5 years o r  
more for larger   Siber ian  projects  

N A T O  R E S T R I C T Z D  
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N L T O  R E S T R I C T E D  

TABLE l 

($ Millions) 

l 1971 1972 

JSSR 841 
Gastern Europe 1 218 

Romania 72 
Poland 
Bulgaria i -  
Czechoslovakia I l? 

I 70 

Huwary 59 
GDR - 

(NATO) 

r 1973 '1 974 

TOTAL 

7586 

5806 
1780 

7.6 
1368.0 

61 .O 
100.0 
70.0 

'1 73 
" 

4 

Sources: USSR, 1971 and '1972' - l'Soviet Economic  Prospects for t h e  Seventies" - article by 
Other estimates: NATO Internatioxml. Staff on basis of press reports 

Mr. J.T. Farrell, published by t h e  Joint Economic Cornrilittee, US Congressp 24.6.73 

M A T O  R E S T R I C T E D  
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N A T O  R E S T R I C T E D  
AC11 27-!5P/425 

ORDERS PLACXD I N  NATO COUNTRIES BY EASTBEN COUNTRILS IN l974 
V."" CI 

GDR CSSR l I 
Xast;ern 
Europe 

Total  
Zast 

7586 
591 5 
1886 
2536 

166 
9 

- 
633 
677 

8 

315 
1321 

." 

I 

35 

Poland Hungary 'Bulgaria Romania USSR 7q7 '1 73 

l 4a 

61 
61 

7.6 
7.6 

5806 
4470 

70 
20 

14)":- 

1101 
2303 
l Q4 

735 547 
233 

2 
5 - 

406 
5.6 

G 186 - 
5 

- 
389 

4 
- 

227 
671 

a !  I 8 
1 

3 

" " 

1 4 0  
1.196 

175 158 
125 75 l . I? 

35 
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T A B U  3 

E:STIPIf--Tl?,S OF 3ASTI3RN COUFJTRIES BORRO7JIIJGS 

(S Millions) 

I USSR 
j Eastern Europe 

Poland 

Hungary 

East Germany 

Bulgaria (1 ) 

Romaniz(2) 

l O0 

440 

200 

50 

50 

I40 

L 

( l  ) Bulgaria was also the beneficiary of 
credi ts   (possibly of a c r e d i t   l i n e )  
extended by Japan  total l ing $100 mill ion 

(2) Rolilania i s  reported t o  have ra i sed  $170 
a i l l i o n   l o a n  from the  World 3ank: $60 
n i l l i on  f o r  the construction of  a 
f e r t i l i z e r  plant ,  $50 m i l l i o n  for a 
special steel. project 2nd $60 n i l l i o n  
f o r  a theraa l  power s t a t i o n  

N A T O  R E S T R I C T E D  
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The extension t o  
l e a s t  $1.5 b i l l i o n  by Yest 
in   the   p ress :  

"I - 

+he USSR of credits  anounting t o  a t  
Germany and France has been reported 

- Geman c r e d i t s  were syndicated bank loans aining 
a t   eas ing   the   f inanc ing  of two major sales:  
950,000 tons of  s t ee l   p ipes   i n   r e tu rn  f o r  iza-tural 
gas and some thousand mediun-weight trucks.  
Credit   extensions  in  the  forner  roject  aaoun-ted 

l a t t e r   t o  $300 n i l l i o n .  
. -  . . . t o  $600 n i l l ion   . ( . in te r im  c red i t s  P and i n  t l e  . . . 

- The extension o f  $600 mil l ion   i n  French c l e d i t s  
was reportedly  connected  with  the  construction 
of an a lmin iun  complex in   the   Sovie t  Union. 

Indications of  the  readiness of menber governmnents t o  
guarantee  export  credits i n  the  future are  provided by " l ines  
of c r e d i t "   t h a t  have  been  announced. The credit   covering  the 
French a lminiun  conplex was p a r t  of a l a r g e r   c r e d i t   l i n e  

(over $2 b i l l i o n )  which was announced by the  French  l~ut lmri t ies  
i n  Decenber 1974. I n t e r e s t   r a t e s  on credits  extended are 
reportedly t o  vary between 7.276 and 7.5556. The United Kingdom 
followed s u i t  by opening a c r e d i t   l i n e  to the  benefi t  of the  
Soviet Union of the  order of $2,400 n i l l i o n   i n  Februayy '1975, 
France also extended a c r e d i t   l i n e  of the  order of  $900 
n i l l i o n  t o  Poland early i n  1974(1) . P a r t  of this c r e d i t   l i n e  
about $500 mill ion,   has  already been comi t ted   to   the   Z inancing  
of  Poland 's  machinery purchases i n  France f o r  a s t e e l  conplex 
in   Jut ta   Kuttozice and f o r  a cable   plant ,  

N A T O  R E S T R I C T E D  
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“L’ 

- USSR orders  placed in the  West:  Total 
NATO  countries:  Total 

France:  Total 

Alminium complex 

4 fertilizer monia plants 

Steel tubes  for  natural  gas  exploration, 
production  and  transport 

Factory to manufacture  electrical 
equipnent  for  cars 

Gas and oil processing  equipment 

Chemical  colour  brighteners 

Total 
5 , 806 
4,470 

l ,101 

600 

200 

128 

80 

25 

30 

Plant  to  extract and purify  enzymes 20 

Air  cooling  equipnent 16 

Batch  production of sandwich  panels 2.0 

Federal  Republic  of Gemany: Total 2222 
Kursk  integrated  steelworks 1,000 

$5$,009 tans of steel  pipes  for  Soviet 
gas industry 600 

10,000 medium  tonnage  trucks 436 

. . . . . Automatic  swaging  lines .for the Kana . . .  

motor  vehicle  works GO 

Tyre factory in Minsk 50 
Plant  for  the  unloading  depot and trans- 
port  of  urea  in  ocean-going  vessels  in 
Odessa 49 

Vinyl  chloride  plant 43 

Typewriter  factory 40 

Amnealing  line for stainless  steel 12 

N A T O  R E S T R I C T E D  
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-3- 

USSR contld 

Federal  Republic o f  Germany (cont fd)  

Automatic  canning u n i t s  f o r  f i sh ing  
industry 

2 O00 containers 

2 la rge  automated crankshaft f o r  the  
Kana River  plant 

Italy: Tota l  

Plants  to  produce  woollen  clothing 

Plant  t o  assemble  washing  machines 

United Kingdon: T o t a l  

Equipment f o r  Kama Rfver 

Conguter control led mill room 

Zyuipmnent f o r  a polythylene  plant 

Machine too l   p lan t  

Carpet  tuft ing machinery 

25 c a r r i e r s  t o  t ransport   containers  
a t  por t s  and terminals 

Hydraulic  presses 

Rank Xerox deal  

Continuous heat  treatment  furnaces 

USA: To ta l  
I_ 

65 modular gas turbine  coEpressors 
(100 with  Vest Germany) 

Equipment f o r  the  Kama River coinplex 

Construction equipment 

Construction o f  3 hotels with Sweden 

Total - .  

8 

5 

'I 

164 

77 

30 

222 
60 

m 
48 

34 

13 

7 

2.4 

2.4 

0.7 

671 

250 

150 

1 O0 

90 
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SSR cont *d 

USA - (cont * d) 

Polystrene  plant 

Machinery f o r  a t ruck  plant  

Ball valves f o r  na tura l  gas p ipe l ine  

Road building and paving machine 

39 pay-loaders and parts 

Fly wheel and ring  gear  assemblies 

Material  handling equipment 

fiJetherlands:  Total 

50 air-cooled  natural   gas  coolers 

Japan: T o t a l  

Developnent or" t iaber   resources  

Coking coal pro jec t  

Equipment for the  exploration of o i l  
and gas on the  Sakhalin cont inental  
shelf  

Plant  to nake nedical X-ray fib 

Large ba l l  and gate valves 

Acryloni t r i le  monones p lan t  

20,000 tons of a l loy  s t e e l  

10,000 tons of s t e e l  f o r  bearing 

Austria:  Total 

200,000 tonnes of  pipel ine 

Total  
" 

50 

20 

31 

9.5 

8.5 

7.3  

5.5 

3.7 
3.7 

550 

454 

N A T O  R E S T R I C T E D  
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Polish  orders  placed  in the West: Total 
NATO countries: T o t a l  

France: T o t a l  

Cable p lan t  

Equipment for the   s teel   conplex 
a t  Jut ta   Kat tozice 

Carbon sulphur  plant 

Dr i l l ing  and bolting  assemblies 

3 corrugated  cardboard  productions 

2 f ac to r i e s  t o  produce  animal  feed 

Weaving machines 

Federal  Republic of  

F e r t i l i z e r   p l a n t  

Chlor ide  e lectrolysis   plant  

S i l i con   p l an t   i n  Tarnov 

Plant t o  produce  galvanised  synthetic 
coa ted   p rof i led   s t r ips  and sheets 
2OO,OOO tons per year 

United Kingdon 

Tractor  plant 

Forging  plant 

Draw-texturing  machinery 

Heat  treatment and inelting plant 

10 rotary  forge  furnaces 

S t e e l   i n  exchange f o r  13 million 
tons of  coking coal  

186 

1 25 

55 

6 

lLcIDl 

'I 

389 
350 

25 

12 

2.5 

? 

? 

I L I A T O  R E S T R I C T E D  
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Poland  cont  'd 

Netherlands: Total 

Trailing  suction  hopper  dredger 

Canada:  Total 

300 log skidders for use  in 
lumbering  operations 

Japan: Total 

Polyester plant 

Austria:  Total 

Heavy  industrial  equipment 

German  Democratic  Republic  orders  placed 
in  the  West:  Total 

NAT0  countries:  Total 

France:  Total 

Railway  wagons 

United  Kingdom: T o t a l  

Clothing,  carding and combing 
nachine S 

Accessories for knitting  machines 

Xnitting  nachine  needles 

Cotton  spinning  nachinery 

Bulgarian  orders  placed  in the Vest:  Total 
NATO countries:  Total 

France:  Total 

Polythylene plant  - annual capacity 
50,000 tonnes 
Federal  Republic o f  Germany: Tot 'a l  

1973/74 Polyvinyl  chloride  plant 

Total 

5 

5 

..LQ.Ip) 

8 
.O 

8 

- 75 

75 

112 
-uI -l 73 

170 

170 

2 

0.5 

0.4 

0.5 

20 - 
20 
41 - 
'17 
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Bulgaria 

Ronanian 

-7- 

cont rd 

I FRG (contfd) 

Oil and gas  firing  equipment 
(Wilcox AG Oberhaus, a British 
subsidiary) 

Suspension-PVC  plant 

orders  placed  in  the  blest:  'Total 
SAT0 countries:  Total 

Italy: Tota l  
Plant t o  make rubber transmission 
straps  for ca r s  

USA: Total 

Engine  bearing plant 

"P Czechoslovakian orders placed  in  the  West:  Total 
NATO countries : T o t a l  

Frznce : Total 

Polythylene  plant 

Xthylene  storage  plant 

Japan;  Total 
. .  Nylon-six  tire  cord  manufacturing 

plant 

Switzerland:  Total 

l 1  data acquisition and 
comaunications  systems 

Hungarian orders  placed in the West: Total  
NATO countries: Tota l  

Federal Repdblic of Ger=: M Totzl 

4 parquet  floor  factories 

6.4 

18 

2.Q 
7.6  

2.0 

W- 

lLIl 

2.0 

5.6 

5.6 

48 
Ipl 

48 

34 
- 
14 

50 

I .a 
UIII 

E 
20 

6.4 

6.4 
PII 
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Hungary conttd 

United Kingdon: Total 

Chenical plant 

Austria: Total 

Blectro-nagnetic vibration 
feeder 

Switzerland: Tota l  

Office machinery 

Tota l  
___y_ 

. z z  

33 
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