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CREDITS To THE SOVIET BLOC

SECOND REPORT TO COUNCIL COVERING THE PERIOD-
UP_TO 31 T JULY, 1960

Note by the Chairman of the Committee of
Economic Advisers

In accordance with the Council's 1nstruct10ns$l;, the
Committee of Economic Advisers submit its second repcri/2) on
credits by NATO countries to the Soviet bloec, It should be noted
that the present report is factual and does not attempt to draw

any conclusions with regard to the policy of member countries in
this field.

(signed) F.D. GREGH

OTAN/NATO,
Paris, XvVie.

(1) ©-M(59)75 and C-R(59)30, paragraph 10

(2) For first report of 21st June, 1960, covering the period
up to 3lst January, 1960, see C-M(60)63.
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CREDITS TO 'THE SOVIET Bmc(l) a

. SPOOND REPORT .TO THE COUNCIL COVERING. THE PERIOD
~ B0 31"s‘T‘“JUL""Y"“"""’, 1960

f: I  Introaustion

- 1. The Commlttee of Economlc.AdV1sers has examlned

' 1nformat10n received from' member countries showing the position

of credits granted to the Soviet bloc as of 31st July, 1959,
3lst January, 1960, and 3lst July, 1960. The purpose of this
seeond report 1s o] present the results of this examination to
the Council. A further report will be submitted to the Council
when the returns coverlng the s:Ltuatlon as. of Blst January, 1961,

_have been examlned.

giIg";";" Credlts Outstanding(z)

- - -~

' 2. Data prov1ded by NATO governments on credits are
summarlsed on the following page._ﬂ; . :

!'5(1) -As agreed, the Sov1et bloc is understood to include, in

-addition to the USSR, Albania, Bulgaria, Czechoslovakia,
“Hungary, Poland, Rumania, the Sov1et~occup1ed ‘zone of
- Germany and the Sov1et—occupled sector of Berlin.

'*g(zl‘fFor & complete definition of ‘this term see AC/127“R/u1:

Item 1, and Ac/127-WP/45.
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TABLE T

CREDTTS GRANTED BY NATO COUNTRIES TO THE SOV IE‘I’ BLOG
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As  Credits outstanding on dates indlcated (nx:';:llion dollars}
s USSR Polamd | Other Hios Gomiiris T iobal .
1‘Ty’15_e 'of czfedit 31,70 | 31ede | 52a7 | BLa7 | 51aLs] 5Le7e | 3Ls7e | 3Leie]| Sdete |3Ls7s |3Leds | 31e7s
' " i 5% | 60. | 60 59 60 60, | 59, | 60s | 60s | 59 | 60 60¢ .
1 le Pr:.vate nonuguaranteed credits | G5 | 05 | 18,5 0 0. 0 3,6 .1,2.0 0 1“1 12,5 18,5
2 Govemment-—to-ag,ovement credits 0 0 0| 87.8 | 8.8 85,9 ol  0’ 0 87,8 | 86.8| 85.9
| 3. Private credits guaranteed by ' . SRR S A f}
governments 36.8 | 36.9 | 17343/162.0 |162,9 |15749 | 33,7 | 73.6[119,5 |2320k | 27345 | b50s7
TOTAL 3703 | 3ok | 19148|249.8 |249,7:| 24308 | 3703 | 85,6|1195 [324e3 | 3728 | 55501
I B« Increase between dates indicated ‘ o B
T | RS BoTand ~G%her Bloo Gomtries —Total
s; ’ - : 310?' 5% 311 60»"‘ 3107e5% - }3-,»1}60.' 31970 5% = 31lele 60& 3167959~ 31'1*60""
Type off credit ' 31‘ lbéoo 310 70 60c ) 31. 1; 600 }1.7'560. ' 31' 1; 600 . 31; 7¢ 60o ! 310 lv 6O¢ 310 7' 60'
; Amoutat (X)) %jAmount| % |Amount] % | Amount| % | Amount| % |imount]. % | Amount % Amount; 70
1, Private none \ I R ,
guaranteed 0 0f 18.0} 37 0> 0 * Buh |233.0[-1200 [~1200:0 < 8ok 20ke1] - 6,0] 48:0
credits. times o 1 : - :
2, Government-to ' .
government - . : _ . :
credits 0 0 wleO 12 | ~0,9 |=1.1 0 0 51,0 | =le2f ~0.9| =L}
3, Private oredits , I -
guaranteed by - . T '
govemments 0s1 0e3 136§ll~ 369.6 0.9 0.6 ~5.0 "‘301 '39.9 11844 L5 9 - 62cl§- 411 1707 177.2 62“"‘8
TOTAL 001 O3 | 1540k {412,8 | =0, 1 0,0 | =5,9 ~2.4‘ 48,3 |129,5| 3349 fv39o5 485 | 1449 182,3 | 4i8s S

(1) Tn ell cases amounts sre in mil
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Thls table calls for the follow1ng comments.vf IR

(a) Pr1vate nan«guaranteed credits -

Most countrles do mnot find it possible to. report on
private non~guaranteed- eredits. However, it is generally Telt.
that they are of minor importance only. In this connection it
is noteworthy that the USSR established, in September 1958, a
company. {Garant Versicherung AG) in Austria for the SPQlelc
purpose . of insuring RBast-West -trade. This company givés. credlt
insurance as an extension of transport 1nsurance, ‘provides. o
deficiency guarantees and -insures risks arising from trade between
-the two areas.. It is reported that in the first year of. operatlons

contracts covered by the company reached avalue of about $23
million(1).: Though. the activity of this company bhas not been ;
limited %o NATO countries, such credit insurance as has been made
available now probably accounts for a substantial part of the .
prlvate non—guaranteed credlts extended by NATO countrles.

(b) Governmentwto-government credlts

Governmentoto—government credlts exclude credits granted
.under bilateral trade agreement with-the Soviet bloc since they:
normally run’over-a period -of less than: 180 days. Sales of. -
agricultural commodities- under Unlted States Publlc Law 480 are

- ‘not: considered. gs: credits¢

| (c) Private credlts _guaranteed by governments _;'

A number of replles by governments have not, tn the

“past, strlotly conformed to the definition of private credits .
Tgharvanteed by governments as given by the Committee of- Econemlc

Advisers.s Partly for this reason, flgures in the previeus
report understated the level of credits as of 3lst July, 1959,

~and overstated the-level as of -31st January, 1960. Information.

which has recently been made available has made corrections
necessary to figures given in the previous report, which. can
therefore ‘be considered as’ ‘superseded by the new data contained .
in this report. - It should be noted;" however, that the present -
figures indicating the level of: credlts as’ of 31st. July, 1959,_;
are probably ‘somewhat’ overstated,v this would mean . that~the rate
of increase of credits in -the s1X*month.perlod ending .

3lst January, 1960, is slightly larger  than indicated in Table T.

However, this. dlscrepancy hardly affects serlously the conclus1ons
of thls report. :

3.ﬂs Tt is- 1nstruct1ve to examlne the growth of” credlts 1n
the 11ght of the expansion of exports by NATO countrles to the .
bloe. ~ In Chart I, below, the level of credits at dlfferent dates
has .been compared with the annual value of exports. -Such a
comparlsen, however, can only be made Wlth cons1derable reserve..

(l) For further details see AG/127~D/53 and.AC/127-D/55
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Credits normally run over a varylng length -of time, up to five:
years, and it is not possible,. from information available, to
determine at what time the actual shipment of goods made possible
by the credits has taken or w111 take placea

.  The follow1ng plcture emerges from a etudy of the '
information avallable. . ST

(a) The overall level of credlts made avallable to ‘the
80v1et bloc rose by about 70% in the twelve-month period ending
31lst July, 1960. While in the first six months of this period
the level of credits .rose by.some 15%, in the second half they
“increased by nearly 50%. . The main. reason for this sherp rise in
‘the latter half of ‘the perlod under review is the five-fold
1ncrease ‘in credlts +0 the USSR. -Though the level of credlts
accorded to the satellltes ‘other than Poland has generally:

- contlnued to rise, the. rate of increase has been smaller durlng ‘

the' latter half of the ‘periocd, . While credits to Poland stild
represent the largest single group, they have been nearly stable
in absolute terms, and take up a dlmlnlshlng share of the total,
falling from 67% on 3lst January, 1960, to hhﬁ on 31st July, 1960.

(b) Prlvate credlts guaranteed by - governments are still the
most important form of credit, accounting for. some four-fifths
of the total, . These credits have also inereased the most in-
absolute terms in the twelve month period ending 3lst July, 1 1960 =~
by some $218 million.

(¢c) In accordance with the agreed policy of NATO governments
no government~to-government credits have been granted to the USSR
or the satellites other than Poland. ‘Poland, which enjoys a-
sp601a1 status, has’ received such credits even though their level
has tended to decllne sllghtly durlng the period under review.

Co(a) - Though prlvate non-guaranteed credits remaln relatlvely .
small they have been growing. rapldly. »

“(e) ‘If the value of credits is compared to exports it may
be seen that the total of these credits accorded to the Soviet
bloc as of 3lst July, 1960, corresponds to about a third of the
annual value of exports .of NATO .countries to the bloc in 1959.
Credits to Poland, which are the most important, are equal to
more than four—flftns of” the value of exports of NATO countries
b0 "this country in that year. On the other hand, the credits

- granted to ‘the USSR only correspond in value to about half the

1959 exports to the USSR While credits may not be of critical
importance to the Soviet bloc  if they are considered in relation
to tdml investments made in these countries, they do play an
important rdle in certain sectors of the economy. The USSR will,
for example, have to rely  to a considerable extent on the West
for eguipment and entire: plants for the chemical industry if the
targets of the Seven Year Plan are to be met. In this sector
the communlsts can be- expected to press for more Western credlts.
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C-M(06l)7
CREDITS GRANTED BY NATO COUNTRIES TO THE

- SOVIET BLOC COMPARED WITH EXPORTS TO THE BLOC
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