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THE ECONOMIC OFFENSIVE OF THE SINO-SOVIET BLOG
(f“Qﬂ 1st October, 1959 till 30th June, 1950}

'PiftthépOrt by the Committee of Teonomic Advisers(t)

I,  RICHENT GENIRAL DEVELOPMENTS

: From 1st October, 1959 %o 30th June, 1960, credits and
grants extended for economic purposes by the Slno—Soviet bloc
to underdeveloped countries of the Free World amounted to at

oo o

1cast QQMB million ¢ dlstrlbuted as follows:

Us&r : (credlt) £0 gﬁg (Dgypt) @225 20 million gaguary,lsggo
P ' onesia $2 ebruary,l
o o  Cuba $1.00. (2) " February:196o
USSR : g(grant) to Afghanistan P.M, (3) ,  Merch, 1960
L. .m0 - Bthiopia @ § 2. 9 " Mardh 1960
| "écredit)' " Iraq - U5 ;o ¥y, 1960
China grant) +to Nepal ¢ 21 (L) " Mardh 1960
' "7 . Guinea Pols May, 1960 -
 Poland © Ecredit;“to India $ 3145 " May, 1960 ,
;‘ Czechoslovakia-(credit) to India $ h8,5 -1 -November 1959
‘ BTN :; S _gthigi)ia- 56,12,50253 :: . ?eagﬁ;r %ggg
coM. o Indila % La7 5;.“1;.'F%bruqryyl960
™. Indonesia '§'30.0_Lw'" May, 1960
R ;-UAR(Lgypt) %-2058p7“ LA June, 1960

vTi) See: - lst Teport covering the economic offen31ve up ET0)
o - August, 1957 (c-1(57)116,-dated 21st August, 1957),

o ff;ffznd report covering the perlod August, 1957 -
o Ny, 1958 (0.14(58)97, dated, 16th June, 195

~ 3Pd report covering the period May 1958 = end
Decerber, 1958 (c-11(59)2, dated 21s% January,1959),

S lyth report -eovering the period 1st January, 1959 ~ _
1st October, 1959n%0—ﬂ(59)103, dqted 8th December,l959

Grant of 50,000 tons of wheat.

Grant of a technical school and 2, OOO tons of wheat.
Grant of 10,000 tons of rice,

Credlts extended to private firms,
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' 2. The chart below shows the develoPmcnt of economic aid
extended by the Sino-Soviet bloc each year sinee 1954 through the

first -half of 1960, .
'}ECONOMIC‘AlD TOTENDED BY YEAR BY THE SINO-SOVIET BLOC_r

1954 - 30th Junc, 1960
(in millions of US dolilars)
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3,- The maaor porulon of the neW credlts extended for .

jeconomlc purposes by the Soviet bloe during the period under

review will not be drawn upon for several years to come.

'D“awlngs on-economic crédits for the first six months of 1960 were

$89- million. However, 1mp1emcntation of previously granted
crcdits-is now beginning to gather speed and it may be that the
drawings on these credits will excecd the level of $200 million
per year reporited in the last report. It will, however, continue
$o0 be -well within the bloe!s caoac1ty to supply economic
asmstance. L e e

h» “The bloc has contlnued to makc offers of credlts and
economic -assistance to a wide range of. countrles, . Amongst these
a large-scale: offer of additional aid ({420 to $630 million) to
India appears most 81gn1fica%f7 - None of the credit offcrs
mcntloned 1n tho 1ast repor have been taken up,

(1) Sce document C-1(59)103
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5yl Only: small—scale grants have been given. by the USSR
during the period under review: .a technieal school ($2,8° mllllon)f
to EthiOpla, ‘e hospital to- Indon631a, ten technical tralnlng '
centres ‘to Iraq, 50,000 tons of wheat to Afghanlstan.and 2 OOO
tons. of wheat ﬁo &thlopla,»;_,j, _ o ,

6. Apart from her efforts 16 bulld up trade llnks Wlth
the nevly independent countries of Arfrica, Communist Chinals )
penetration moves during this period have béen-limited ‘to.-a: grant*
to Nepal of $21 million and a gift of 10,000 tons of. rice to
Guinea, It is understood that a $30 million eredit ‘previously
granted t0° Indonesia has:been cancelled: by her, probably as the
result of the strained political relations bctween the two
countrles..~ vl S e S T

7. The only new: mllltary credlt rcported has been extendedd
to Afghanlstan. ‘The supply: of arms undér earlier agreements -
seems to0 be nearing its: completion except perhaps 6 Indonesia;’ -
Where the dellvery of a number of war vessels has. bcen rcported,;[.

"8.“ The Sov1et bloc apocars to attach increa31ng importance
to education, By the end of 1959 the new “University of -
Peoples' Friendship! had started: its activities. . This
Uhiversity is intended +4o.train and cducate annually up o
4;000 Asian, African and Latin American-students in various,;“"
flelds,‘such as engineering,: grlculture, medlclne “economics”
and teaching, @ The. cost 6f travel to. and. from: the. USSR and the
accommodation and ‘education: expenses are to be mét by. the USSR,
In gddition-a st%9§nd and:free medical care will be given to the
forecign students: Tt is stated that the hew University -
intends .also tov invite Unlversity ueachcrs from: these. reglons.;;;.
At the same’ time; "dn "African Research Institute' has beon

opened in: Moscow -indicating the speclal Antcerest the Soviet -
bloc 1s faklng 1n the developments in thls part of the World

9,_“ Slno~Sov1et econamlc aid is 1ike1y to appear most
attract:ve to comparatively inexperienced govermments: - ‘g‘_f
particularly those in newly-independent countries. This is_¥  :
partly because  the requirements -of such governments for - o
development: 2id" are generally -greater than the.aid - available_vM;
from the Westy  ‘beécause. such’ governments like to: ‘emphasise
their 1ndcpcndence by. acespting aid from both Bgst cand Wests -
and. because: Sino~Soviet terms. are - .at least. superflclally T
highly attractive: long~term 1oans dow 1nterest rates and; |
even more, the pOSS¢blllty of repsyment in goods produced by
the . recelvlng countrys . - Conversely, more sophlstlcated .
governments or those Wlth longer cxperience of- 81no~Soviet
aid; are: 11kely +0 assess its benefits and disadvantages more{ _
reallstlcally. - “Recent roports from.Engt ‘Irag, India and "q
from a certain number of smaller South - st isian countries seem:.
to indicate that the period. of easy confldence which marked the

(I) Tor further aetails,sse_AG/1197W9(§9)2§/1¢,."”"”"m“”¢
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take—off stage of S‘no~Sov1et “ploe- assistance to underdeveloped
countries. in those areas may be near1n§ ‘its end, 1 The Tlmesi
recently . descrlbed ‘this phenomenon”as *the law of dlmlnlshlng
gratitude's  If such'a phenomenon is oceurring,- it has not . 1o
affectod and need not necessarily affect:the-amount. of aid which: -

those - countrles arc willing to aneept.';

IT.  HIGHLICHTS BY ARBA(J’) ez
A CMIPDLE BaST ¢ - U o

10 In the pCPlOd under 00331derat10n bloc eoonomle_:"i.
act1v1ty in the Widdle Zast has been: concentrated on the countrlcs
where a considerable economic efifort had already beecn registored,.
i.c, .the UAR,.Irag and the Yemen, The major bloc initiative
in the. area’ has beecn’ the grhntlng of & ¢redit for the: second
stage: of the Aswan Dam, Otherw1se 1ittle change in-the
situation has been reported - Implémentation: of wudely,, R
pub1101sed progects ‘has-bech slow and:there arec signs. of growlng
awarcness. by, the r001p1ents of the drawbacks and limltatlans of

uastern'ald. ;

11..¢In'v1ew of’ thc lqck of organised poPular support of the
Qasim regime and the relative strength oft-the Communist movemenx
the cconomic offensive- of - the Sino-Soviet bloc. probably: still .
represents a greeter'danger to ‘the’ West:in Irag than penetratlon
in the. other countrles of- the Tregion, —An agreement with: the :
USSR, concernlng theé. creation: oft $raining. centres in: Irag to..
acconmodate’ lu,OOO*trainees-has been: signed, but’ apparenﬁly
Irag mlght prefer a UNESCO projects = Eastern Germany dsr o
build 17 smallfsaale industrlal plants.‘ TAncadditional- USSR
credit of 445 million has been’ granted,” probably mainly: for .
razlway constractlona,e Several: contracte ‘have been signed’ .
under the economic and technical: ‘co~operation” agreement of 1959,
which extonded a credit.of $137.5 million to Irag, and there
have been more. réports: of progress in Prospecting and designing
spectacular- probgects.:? ‘Out “of 25 projects’ underthis agreement-.
so far only.one,. a broadcasting station, - has been completed, . -
There have- been & number of reports of Ira gi:discontent at the
ineffectlveness ‘of Russian’ ass tafice..and complaints have been .
made that:the! quallflcatloﬂs -some. Russian experts -are not
up to Western standardse ‘The “traditional trade patterns have
not greatly changed and Ireql imports: from ﬁhe Sov1et bloc amouni
to less than 10% of total 1mports.~-ffv~ ; . - -

12, The Egzptlan scetor of the UﬁR contlnucs to rely heav1iy
on close. economlc relatlons with the 'Sovie®d blocy = Through the -
grentlng of 4 new credlt for the ‘second. stage of the Aswan. Dam,
the Soviet. Union has- ensured that she Will ‘continue %o .0ccupy an

important: position in the  Dgyptien scoriomy ‘and, ‘in spite of an
1nerease 1n cotton salcs to the-West, the bloc purchases about

N e Ve ety e e o,

(1) For detailead country‘repbrﬁs;ﬁsee~ﬁnneXVI‘"
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half the E&yptlan CI0D. Thc weakness of the 1oca1 Communist
party and the determination of the Government -to remain
independent, supported by a highly nationalistic popular movement
alleviates, however, the danger of Communist . penetration and s1gns
of the régime s awareness of the ‘dangers of .Communist -
infiltration have not been lacking in the period under. review¢
Implementation of assistance under the 1958 agreement has = .
continued but at a rather slow pace and there are reports of =
Egyptian complalnts about the poor quality of . materlal received
from the bloc. R - S

13. In ‘the Szrlan seetor of the UAR the Gzechs have made -
gew proposals following up the success of the 011 reflnery at
oms » .

"1&; The UAR request for accommodation for Egyptlan studenms
in the West to counterbalance the. large number of students .in- -
Russia and. the Satellltes, presents a. maaor challenge to Uestern
1n1t1at1ve. . P R . v , A

B.  AFRICA

15. The Soviet bloc is clearly demonstrating its 1ncrea81ng
interest. in Africa; . the USSR has recently set ‘up in Moscow an -
African Research Institute,  Bloc trade missions have visited..

a nunber of - xfrlcan countriess. . .Rhodesia. and Nyasaland Union
of South Afriea; Liberia,.Guinea, Ghana, ~-Tunisia, . Morocco and -
Bthiopla. This inereased 1nterest is especlally 51gn1flcant '
because many newly independent. countries, anxious to develop
their economies are partlcularly vulnerable to Communlst L
penetration.v; AR _ Py . e

16.; Gulnea contlnues to be a magor target for the Soviet
economic-offensive and -remeains .the most responsive of the
independent African countries,.. The Soviet Union'has agreed . -
to implement a previous aid. agreement by projects of partlcularly -
popular appeal, such as a national assembly building, a stadium, .
an airport.and connecting hlghway, and some railways. - .In .
addition, the Soviets will deliver agricultural and. building -
equipment and construct a polytechnical institute in Conakry. }.j,_
Yhereas the: Sov1et credlt was orlglnally stated. to be freely .
convertible, it has. now become evzdent that 1t 1s tied to Sov1et

goods and services.

17;' Gulneﬂ's rccent Wlthdrawa from the Franc zone ‘has -
led to a substantial fall in her trade with Francé. The soviet
bloec is: beglnnlng to replace France as the main: buyer of Guineals .
agricultural products which were previously scld.-on the protected
French merket. The bloc is contlnulng t0 exploit every :
opportunity to.expand its bridgehead in Guineaa. In recent
months, both. the USSR and China have. openod permanent press.
offlces in Conakry to cover the area. In addition, a pernanent
hall for the display of Soviet goods is to be constructed. There

5 NATO CONFIDENTIAL
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are signs that Sekou Touré is beglnnlng £0 be worried by the v
amount of Communist propaganda in the country-and the attempts byj”
the Communlsts to 1nf11trate the Democratlc jarty, o o '

C18. Communlst activity in E hiopia has continusd to be
substantlalnr The' Soviets have made .specific proposals for '
implementing -credits by financing development projects in -
agriculturec; transport -and - 1ndustry.‘ They are setting up as
a gift a technlcel training school in the ‘hope that it would
be staffed’ by Russian technicians.  The Ethiopian Mlnlstry of -
Education has, however, asked the United States CGovernment to -
train Ethiopian teachcrs for the proposed school in order to .
avoid acccpting staff from the USSRs A month~loag ooviet -
industrial fair-was held in Addis-Ababay )

.19. It eppears likely that the Soviets will intensify their
economlc'offen31ve in Africa in thc near future since a number-
of African- ‘eountrics are becomlng 1ndepeﬁdeﬂt ‘this ysar, The
lack of governmcntal: expcrience’ and the seriocusness of the
economic problems 10 be faced should make these new countries”
particularly obvious targets for Soviet penetration activities,

Ce  SOUTH /D SOUTH-BAJST ASTA

20, - On the vorld llst of underdeveloped eountrLes Whlch o
have beén receiving Sind-Soviet-bloc-assistance since 1954, India~5~
ranks tops - By mid<1960 the total ‘eredits and grants extended
by the bloc to "this- 31ngle country excceded eSOO million, 1.e.'
more than a-quarter -of the- -total economlc aid - extended by the -
Soviet bloc and by far the lqrgest part- glven $o0-any 31ngle .
country of ile’ Free Vorlds < The" number “of “Sirio~-Soviet bloc- G
technicians and specialists at work in the country by the R
beginning of this year was reported to be about 1,170,

EblloW1ng the $378 mllllon credit extended by -the USSR 10 “India

in September, 1959, the. most recent- additional fmovés brought: ¢
the. Satellites 1nto “the limelights = Czechoslovakia and Poland 2
adoed a sdbstanrlal contribution to the USSR economlo a831stance. N

2la. Durlng the” perlod under rev1ew, ‘the - Soviet Union has
been concentratlng on- the implementation of -its 1arge—scale
agreements,  She has now accepted Indian ‘exports as repayment
for all preV1ously extended Soviet credits; - forfierly the USSR
had the option of acéepting ‘either Indian products or payment.-’
in sterling. L similar clause was included in the recent - -
credit agreements with the Satellites, After the visit of the
Soviet Premier, Khrushchev, to India’in February, 1960, it was’
understood tth the USSR mlght e willlng to give between $420 -

and. $630 million- addltional credit aid’ for Indl ’s thlrd Flve~
Yoar Plan (1961~1966). - ~

22, ‘m’ splte of’ all these efforts the Tibet affair and the
Indo~Chinese border incidents haves undoubtedly had adverse
repercussions on furﬁher Sino~Sov1et bloc penetratlon in Southern

NATO CONFIDENTIAT b
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Asia in’ general and in India in particular. The USSR succeeded
however, to a certain extent in avoiding identification with
China's aggressive policy, During his stay in India, Khrushchev
attacked crudely the economic assistance programme of the Free
world, but these statements met with little success, The
difficulties facing Soviet eeonomic pene%{§tion in the country .
have been admitted by Khrushchev himself . The coolness
towards Soviet propaganda may be partly explained by the stir
created by the Indo~Chinese border incidents but also by the

k4

widespread impression that the Free World is taking a serious
interest in the success of India's development planse - This
was again demonstrated by the recent bankers' mission under
IBRD auspices and by the $1,276 million United States wheat
agreaement. ‘

25+ The two most receptive countries for bloec penetration
in this part of the world remain Indonesia and Afghsnistan.
4 spectacular step was the new 250 million loan granted by
the USSR -to Indonesia, However, at the present stage of her -
development it may take some time before Indonesia will be able!
t0 absorb.the new aid in such fields as niuclear reactors for
scientific.resgcarch, iron and steel plants, non-ferrous metals
and chemicals. Only about a quarter of the earlier $100 million
USSR loan has actually been drawn upon, = The political tension-
between Indonesia and China, which started during 1959, is-
still hampering Chinese penetration, = The low degree of . .-
efficiency of. the Indonesian administration constitutes another =

element reducing the country's capacity to absorb Soviet aid. | -

2L Afghanistan's exceptional geographical situation makes
it extremely hard for the Free World to counterbalance the steady:
growth of USSR influence in this country. The building of a ,
second road linking the USSR border with the heart of Afghanistan,

. the further improvement of the Kabul airport and the presence . . -

of about 1,000 Russian experts, including some 170 military. -
advisers, reflect the growing association of this eountry with - -
the USSR ~ B T S R

25. Some smaller South-East Asian countries such as Ceylon
and Burma have experienced disappointments in the implementation
of economic agreements with the bloc and during recent months .
have tried to gain some elbow-room within the 1imits of these
agréements. Ceylon discovered the disadvantages of her long- - .
term barter agreement with China as’ the prices of the commodities
concerned haye moved in a direction which Ffavoured free market
Operations. ~ USSR assistance has proved rather unsatisfactory -
to the Burmese, S o S A

(1) It hes been reported that during a banguet at the end of
his Indian tour, Khrushchev said: "We, in our turn, cannot
understand you. For so many centuries you have been
oppresscd by colonialists, yet you still do not feel as

‘strongly as we do," :

[y NATO CONFIDENTIAT
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. 26. The three Asian BEATO countries, Pakistan, Thailand
and the Phillipines kept out of the sphere of 1nflucnce of Sino-
Soviet bloc. penetration; although by mid-June, 1960, negotiations
were being conducted between the USSR and Pakistan with regard o

| Soviet aid in the fields. of petroleum and mineral exploration.,

It appears also that Thalland’s rubber exports to the bloc have.
1ncreased. ' 4 o

27.. Negal recently agreed to accept Chlnese experts and to
send trainees t0 Chinas This is in addition to technical aid -
from the USSR, Sino-Soviet penetration has been counteracted
by increased a331stance fron the Free World, and especially from

Indiae
Do LATIN AMERICA

28. Cuba is the Latln Amerlcan country in which Communlst
bloc economic penetration has been most effectives Operating
in the revolutionary atmosphere in Cuba the Sovieits have made
striking inroads. . The USSR has made available a $100 million
credit for. 1n6ustr1a1 development., Extensive Soviet technical
assistance will be granted to Cuba, Trade with the. Sov1et bloz -
has increased and will $ake up about 15% of the country s . total.
foreign trade.,. For the first time, the Cubans have’ agreed’ that
sugar exports be repald in Soviet goods rather than in ~
convertible currcncies. —The agreement with Russia ecalls for
repayment as to 20% in dollars and -80%-in Russian goods.
The USSR has. made serious proPaganda efforts by opening a large
scientific and cultural exhibition in Havana. In this connection,
it may be mentioned that the United States has felt compelled
+6 dlscontinue its technical assistance to Cuba.' :

: : 29. Ap ent nhas served notlce of 1ts 1ntentlon to
terminate bi%ateral trade and payments' agreemenﬁu with all
Bast Europesan’ countries except the USSR, whose 100 milliorn
credit she is now drawing on. . The 195é agreement for the .,
supply of petroleum eguipment from the USSR has been amendea to
apply also to Supplles of other capltal goods;

30 ut a time when Bra211 13 experlenslng dl:f’flcultleQ
in selllng her coffee production, Russia: has signed her Ffirst
trade agreement with that country. - Brazil will export coffee
and other products in-exchange for petroleun, wheat and metals.
Brazilian trade with the Satellite countries is expanding.
Bloc countries have also been active in promoting ftrade with
Chile, Qolombia and Mexico. - A USSR offer of a $100 million
credit to liexico has “not been accepted. : :

¢ Signed) F.D., GREGH -
Chairman

OTAN/NATO,
Paris, XVie.
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: m‘mys:tis BY COUNTRIES

MIDDLE E1 LST

-7+ The economic relatlons between the Uhlted
Areb Republic (Egypt) and the bloc have continued
to develop along established lines, despite the

- fact that the political climste remains rather

unfavoursble for the bloc, In danuary, 1960,
an agreement wds reached-providing for a . @225

-~ million credit from the USSR for the construction

of the second stage of the Aswan Dam., This is in
gddition to the earlier $100 million credit extended-

by ‘the USSR for the first stage of the Dam, on which
work finally began in: January, 1960, ~ -The terms

~-of the sccond loan are the same as. for the first one:

" an interest rate of 2.5% a year with capital

repayment spread over twelve annual instalments

ﬂistarting one year after the. completion of each

stage, - The USSR expects construction of the Dam

- to take three Years 1ess than originally planned
by Western éxperts. T ptian goods may-be used

- for repayment of the 1oan. .. The USSR now.has the

© - full responsibility for the. qonstruction of the Dam
--and the- British firm which had beon acting as

consultants for the Egyptlan Government has been

3 notlflcd that its services will no longer be required.

"2, ¢ Under the 1958 creélt agreement Wlth the

= USSR, Dgypt was to receive Soviet assistance for
- the constructlon of a number. of industrial projects.

According ‘1o some reports, 56 projects fall under

“this agreement; of these only 3 textile mills and

1 laboratory are nearing completion, - The USSR

has stated its intention of playing a magor rOle

in the industrial development of the UAR. . Thus,

- . the Viee-Chairman of the State Committee for Foreign
- <Beonomic Relations of the USSR Council of -Ministers
- epnouriced in March, 1960 that more tharn 100
" industrial proaects ‘would be built with Soviet
. assistance in the U/R (Egypt and Sypia), including’
6 steel plants, 6 enginecring works, oil, chemical,

toxtile, and food industry establlshments
\irrlgaulon and hydro—engineerlng 1nsﬁallations

- such as the Aswan Dams, Reéports from Egypt state

' “that the Lgyptians have been appalled at the low
~quality. of Soviet spinning mill machinery,; thus,

" a British firm has been asked for. quotations for

replacing Soviet combers which the Egyptians
considered useless,

- NATO ‘CONFIDENTIAL
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ViR (BEgyot) 3. The USSR will construct in Egypt three
{contd.) . vocational training centres- (each comprising several

schools), capable of training up %o 5,000 workers
during a single training perlod.,‘_ S

L. _ The economic situation has considerably’
improved owing to a rise in world demand for cotton =
“which led +t0 a price ixcrease of sbout 15%, The
-share of* Egyptian cotton sold to bloe countries,
- which declined slightly in 1958/59, has declined
further ‘in the season 1959/6Q, = At present it
" accounts for about 57% of’ totalﬂcotton exports against
f;,68 “in 1958/59. | o |

U4R _(Syria) © 0 5. Follomng up 1ts success at the Homs .
S refinery, ‘the Czechoslovakian trade corporation
~'”‘I’el«:l’moe:fcpori;" has offered +t0 build a chemical
R and fcrtlliser plant complementary +to the refinery,

o "16 " Under earlier. agreements " the. Bulgarlan

- State - concern "Technoimplex" is complethg a dam

“‘at Rastan as well as the construction cf silos at

" Iatakia, -~ The USSR has completed a survey  of
sités for a major dam on’ the REuphrates, the
“construction of which was). according $0- original
plans; %o start in 1962 and” was. 0’ have ‘been

' ‘completed in four years.;;j e

iy A.large nuniber of Soviet bloo teohnl01ans
__are working in Syria, infter alia-on a gsological
‘survey and’ petroleumAprospcctlng. .Several hundred

“are involved in the- survey of. the. Euphrates river, .
300 Gzech speclalists are employed at the Homs
o reflnery.u AR .

] -8, In February, 1960, Lestern Genmany and
- the UAR signed . a protoccl which calls for an
- expansion of trade between the two countries to
- 480 mllllon in 1960, comparcd Wwith $57 million in
1959, “In the" first nine moriths of 1959, exporis
0 the bloc countries declined from aboat 37% to
- -12% of total- exports, . In the same period, however,
Timports from the bloe 1ncreased., The existing
?'shlpplng service between Bastern Germany and the
UiR is t0 be extended t0 includé calls at Latakia
“oand- Beirut,‘ﬂlexandrla remaining the terminal,
| There is -also to be a regular scrvice beiween
-+ Boviet Baltic ports and the UAR (a service from
" Black Sea ports already exists),  The number of
UAR ‘students in the USSR has dropped substantially
‘a8 ‘a result of a dellberate pollcy on the part of

NATO CONFIDENTIAL =10~
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UAR (Syria) the U/R Government which was worried by the extent

(contd.)

YIMEN

to which the ?fgdents were being politically
are oL

indoctrinate

9, In December, 1959, Russian experts were
in the Yemen t0 carry out a survey of agricultural
projects, It is also reported that about 700
Chinese are working .cn the road from Sana'a to
the port of Al Hudaydah, which is being built

- under the direction of about 400 Russian experts.

10, Irag in May, 1960, received a new credit

. from the USSR of 5 million and Czechoslovakia

has offered a credit of $30 million. - -~

11, A number oOf projects'éfe_undefzprepafation

0 implement the March, 1959 agreement by which

the ‘USSR granted Irag a credit of {137,5 million,
Russian specialists have completed thelir main ’
geological prospecting along the Tigris and the
Euphrates. - They are designing several large
engineering installations on these rivers; a dam

‘and a power station at Fatha on the Tigris, two '
- other dams for regulating the flow of the Huphrates,

possibly a large reservoir for regulating the

-flow of the two. rivers, and a 310-mile canal between

the rivers, which will drain a very large area

. of land, - Irag signed in April, 1960 a contract
- with the USSR under her previous agreement for
- the exploration of- 0il rescurces in the Khanagin

'ﬂ‘area~which~was=relinqﬁished,by'the BP' Company to .

Iraq.

- 12, Contracts have been signed.with the
Soviet "Tekhnoeksport! for the reconstruction
of the neglected Baghdad-Basra railway linhe and

for a new line between Kirkuk. and Sulaimaniya.

A& site on the Tigris.near Baghdad has been selected

V’L<for the first Iraqi steel plant which will provide
~ polled steel for farm machinery and construction

and -cover about 20% of Iraq's present steel
requirements, ' -~ A.contract has alsoc been signed

wf;'for the construction of a shipyard with a yearly
- capacity of ten ships of 800 d.w.t,. each and some

smaller craft, - This project, to be situated

. -near. Basra, is expected to be completed rapidly.

- The USSR will further build a large antiblotics

- factory at Samarra, a sulphur works at Kirkuk

. and a camnery at Karbalae. -4 technical assistance
" agreement has been signed providing for the

(1) For further details see AG/119-~WP(60)1l
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construction of a nuclear reactor and an isotope
“laboratory and for organizing related research work

-~ and. prospection for radiocactive ores, It is

announccd that Soviet specialists arve 6931gning “Ewo
grain elevators to a value of $l.,5 million, 3L

Sovietexperts will help to establish five state
”farms ﬂnd agrlcultural mechlne Statlonsw

13.~ In DeceMber, 1959, Iraq and the USSR

’signed a technical. training agreement according to
. which thec USSR would assist in setting up ten big

centres for training Iragis in thc fields of radio
telecommunlcatlons, petroleun’ industry, agrlculture,jm

" piver transporis, - electronics, railways, weaving,

spinning, metal -shect cutting, road-making machinery
and air communications, About L,000 workers were

‘40 .pe - trained by Soviet experts and the schools were
 to be provided with the most modern equipment,
- ‘The -centres would also produce manufactured goods,

- ‘According to more recent reports Irag is believed

- tohave. had second thoughts. about: the -agreement
’ Whlch 1s too expenslve and to pfefer a UNWSCO project.

1u‘ Iraq is- con31der1ng an- offer from East

f:flGermany for thé constriiction of seventeén small-scale
o industirlal plants but. it is not ‘clear whether credit
-+is involved or 1f they will be paid for under the

:(~pPOViSlonS of the. existing:trade agreement, The

+Iragl ‘Government -is considering a similar offer

from Czechoslovakia,  Irag railways have agreed to

-“employ the Czech organization’ “Transakta" to0 act

"‘%as their purchasing agents for:all kinds of cperating

stores and to provide technical and advisory services.
This would include advice on acceptance of tenders

o and cholce of consultants, © These services were

e‘?pfeviously provided by the. Brltlsh whose prices

~have been undercut -by the Czechs by 25%,  However,
the railway authorities, it is reported -intend to
shave intcrnatlonal tenders for thelr larger contracts,

15.- There are aeports that the Irdq1s have

ubeen disappointed. with the way in which the agrecment
" with . the USSR is being -carried-out: the opinions

of the Iragi experts are disregarded°"itﬂtakes t00

~much time to complete~the projects; and some are
“chosen to suit the USSR's capablllty to supply

equipment rather than to meet Irag’s. economic needs,

- It is believed that the Iragis will insist in the

- future on choosing projects more in line with Iragls

. ‘econcmic-interests, = On the other hand, some

‘Western observers consider the Russian performance
‘quite good. The first Soviet trade fair was opened

NATO»CONFIDENTIAL 12
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in Baghdad on 10th A@rll 1960, A trade agreement
was signed with Eastern Genmany on 3rd June.

- Up. till now,.re~orientation of Irag’s foreign
- {rade towards the: bloc seemp 0 be less important
- - %han might have been feared; trade with the

" communist bloc is. stlll less than 10% of Iragls

E forelgn trade._ L ,

16 According to press reports, a new trade

;agrecncmt has been.81gned between Iran and Poland,
- providing for $11.2 million of trade. each way
. bpetwecen the two cocuniries durlng 1560-1961,
A Gzechoslovakian Delegation, -in January, 1960,

is reported to have purchased 80,000 tons of

-~ phosphate. in Jordan, = In Lebanon a Hungarian

State trading corcorn snd an Austrian engineering
firm are JOlntly to build =a large oower station,
Lebanese exports 0 the USSR in 1959 were twice
the 1958 1cve2;' thev inciuded at 1east 120 000

: cases Of aop_'_v,:e

CYPRUS -

“Prad e agveements between Gyprus and bloe

. reountr ries in 19 g59 -involved cxprlot exports valued
<&k (1.2 million or about-2:3% of -total Cypriot
‘exports Of -app ox1mately»h§3 million, - Involved

. in this trade are some of the. onest,andfmost
. respected flmus in Cyprus who claim they trade
Cwith the dbloc. only in the absence. of -alternative
"markets for surplus agricultural products, The

majior bloc trading pariners are Rumania and

‘Czechoslovakia. - Cypriot exports. are-chiefly
- inothe form of ceitrus fruits, ralsins, tobacco,

asbestos and iron and copper . pyrites; - Cypriot
imports are E&ﬁO@F, cement, textiles, glassware

. and- wooden cases for 51frus fruits, | Trade toials

are expebtﬁd.to rise in 1960,  In February the

Ffirst 5,000 tons of -a. 20,0C00-ton order of cement
L from- the Soviot Union. arflve& qat Limassol. It
- teportedly will be :s01d 6% cheaper than locally
.. . produced cemcnt. - In March a Cypriot Lndustrialist
- -signed an egcccnent in Moscow with the Soviet
Treding Corporation, Techno~Export, which provided

that the Soviet flrm would ~upp&yﬂmachinery 0
establish ﬁhe first automatic floor mill in Cyprus
at Pephts, - No special credit arrangements were

'mentlgnﬂd but paymont:. was reportedly t0 be made

in agrzou1 tural products  ‘whicH were being rejected
by the Zuropean countries, and the USSR was 1o
provhde technical aid without any pOAltical strings

. attached!, This is the bloé's Tirst. economlc
ma331stance progect 4n Cyprus, L : -

33 Nﬁ@@fﬂ@wszEWTIAL
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GUINEA ru ”»ii8gyﬁThé SoVief‘blbc hasfbéen exfr@nely aéﬁive

in -Guinea, which continucs to be the most responsive

. of the African countries, - On 3rd March, 1960,
" agrecment was reached on a number of projects

which would be financed under the 1959 agrecment
with the USSR: a pclytechnical institute for’

- 2,500 students, many -administrative buildings,

‘- stadium to seat 25,000 persons, reconstruction -

- of the Conakry-Mamu railway, inprovement of the =~ -
. .Conakry -airport, a geological survey, a 17,000
" héctares State rice farm and a number of dairy
© farms,~a cemcnt plant, a printing plant, a2 tannery
Lrand g cannery. -4 cultural agreement was also
oo signed with the USSE and Czechoslovakia,

19, In addition to an earlier grant of 5,000

. tons of rice dclivered in July, 1959, Communist

China has offered Guinea a further gift of 10,000 -
tons which has already arrived in that country,.

.- Several hundred Communist Chinese agricultural

spcelalists are scheduled to arrive in Guines

- ."to assist the Govérnment in its programme for
~ 7 the paising of livestock and the cultivation of
-~ ipice, s At loast 6lyspecialists from Communist China
~were reported to be in Guinea in June 1960, The
o two ecountries signed a cultural.co-operation agreement
-in:October, 1959, and at the same time arranged for
- the exchange of diplomatic representation.
.. President Sekou Touré has accepted an invitation
040 pay an official visit to China before the end

20, ‘Guinea will import 45 million worth of

- wcapital equipment from Czechoslovakia, L Czech
© industrial exhibition opened in Conakry on
3rd “March, 1960, and an agency for Skoda cars,

- drucks and motor-=cycles at very low prices will
- be established in Guinea, -~ The Czech press reports
©.that 60.medical service personnel will arrive in

- Guinea during 1960; by February, 1960, 15 were

wreported to have arrived, = . E

:-210' Hungary Will uhderﬁakelﬁheVconstﬁuction

- -of a small flour mill; the equipment has arrived

¢ vand Hungarian technicians will make the

- installations., This project is being carried out
~under the terms of the Guinsa~Hungarian trade
‘agreement concluded in 1959, On 1lst October, 1959,

Guinea concluded with Bulgaria an economic
co—cperation agreement and a trade agreement,

NATO CONFIDENTIATL .- “1h-
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providing for exchanges of Guinean agriculitural

. products in return for Bulgarian industrial and

consumer goods,  Guinea has also signed a trade
agreement with Bastern Germany covering the years
1960-1955 and a detailed trade protocol for 1960,
The protocol provides for an inorease in trade
both ways and the agreement envisages” further
inereases in the future, Zastern Germany will

. supply small plants and equipment, fertilisers,

cement, textiles, sugar, flour and other consumer
goods -in return for bananas, oleaginous. plants,
lemons and. coffee, ‘ B

22, OFf the 250 Guinean students studying

“in Moscow, 150 are said to have been transferred

t0 Tashkent to receive military training.  Another
.20 students have arrived in Prague possibly for

- military training, o

23+ 4pparently following the advice given by
bloe experts, the Guinean Government has adopted
a policy which is likely to create serious
difficulties in their foreign trade.  The decision
t0 leave the franc area means a loss of a protected
high~price market for their agricultural exporise.
In the future they will to a large extent depend
on Eastern markets for the disposal of these

- products,  The Guinean attitude towards Western

‘economic policy also seems t0 be influenced by
Soviet bloc advice; it is significant that the

- . country has not wished to join the International
- Monetary Fund and the International Bank,

2li, In March, 1960, it was announced that the
USSR had offered Ethiopia a technical school 0 be

 built at Baherdar, = This school will provide e
- technieal eduecation for 1,000 students in textile -

and other local industriess. The_United;gtates
Government has been asked o train Ethiopian
teachers for this school since the Ethioplan
Ministry of BEducation appcars anxious %o ayoid
accepting Soviet staff, - The cost of the school
would rcach about 2,8 million, - In December, 1959,

- an ‘agreement wes signed with Czech0sloyakia covering
“economic, technical and cultural relations. This
‘agreément’ provides for-a $10 million credit over

a period of 10 years.

25, In March, 1960, Tthiopia and the USSR

5",éigﬂﬁd a protocol regarding,the.%mplementation
© of part of the {100 million credit extended in
. July, 1959. Projects mentioned include a 10

~15- NATO CONFIDENTIAL
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million refinery, a gold-ore dressing plant, a
‘geological survey and a survey of the possibility

of setting up 2 metallurgieal plant, 01l companies
operating in Ethiopla have been approached to find
out whether they would distribute Sfovict oil and
have also been warncd o loweér their prices as oil

- ‘was available at a lower price from other sources,
" Since the Western distributors refused to handle

the Soviet o0il, the previous USSR offer of refined
petroleum products amounting. to’ $6 million under
the (100 million credit. agreement has bheen revised
and restricted to the amount for. government needs

g 26. In Nbvember, 1959-, an agreement was reached '

on the expansion of trade with the USSR. Soviet
.. exports will include machinery, tractors, motor-cars,

electrical and pharmaceutical goods, . Ethiopia will
export coffee, hides, skins, 0il seeds and fish

products. -~ The USSR is carrying out a heavy

advertising campaign in Ethiopia for Soviet goods,
A month long Soviet industrial fair was recently
‘held at the estimated cost of 1 million provided

by the USSR and has been generally well.received,

. 27. Other ‘Soviet bloc activities in Ethiopia

have included a gift shipment of 2,000 tons OF

wheat for relief purposes,  The Soviet wheat arrived

- ghortly before a similar shipment from the United

© ‘States. 4 Czech scientific mission has undertaken

GHANA

" a geological survey in Ethiopia. - Three Czech
-scientists are conducting a study of the country!ls ‘

thermal springs as the Emperor is interested in

_developing tourism.

28, Unconfirmed press reports have mentioned
a Russian offer to finance the Volta river project

-~ in Ghanaa The Government is discussing with the
" USSR the possibility of ‘establishing a steel plant;
- this follows a survey of the iron ore deposits in
- North-Eastern Ghana, made earlier by e Polish
~mission, - Ghana's trade with the Communist bloc is
- developing; it was reported in January, 1960 that

China had bought 2,000 tons of cocoa beans valued at
about: y1.3 million,  This seems to be the first
Chinese purchase in Ghana since the latter became
independent, Chinese exports to Ghana, previously
negligible, amounted to $1.3 million in the Ffirst
seven montns of 1959, An East German industrial
exhibition opened in Accra ih March,  Ghana has
signed a trade protoccl with Hungary as a preliminary
step towards a future trade agrecment,  Hungary

AT0_CONFIDENTTAL: 16w
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has offered ten scholarships and-has invited a
Ghana Delcgatlon to v131t HUngery in the near
future.v g ) o . -

29, - During reeent negotlatlons wzﬁh Tun1s1e
deallﬁg with the 1960 protocol under the 1957 Trade
agreement with the USSR, the guestion of economic
and, technical a331stance was raised and the Russians

.. promised to give it "favoursble. consideration®,

A small Cze¢h team of experts is in Tunisia %o
assess the scope for possible technical assistance,

"This is the first conerete sign of Tunisian

willingness %o ‘accept such assistance from the

- Soviet bloce Tunisian trade with the bloe
-eontinues to develope. Besides the renewal of the
-agreement with the USSR mentioned above, she has

renewed heyp trade agreenent with Bulgeria.
Subsequently a Tunlsian mission-was sent to Poland

- and Czechoslovakla to- dlscuss gconomic matters

but returned reoortedly ’uncomnltted and unimpressed?,
In January, 1960, Tunisia was also considering

_proposals for a trade agreement with Tast Germany,

LIBYA-

but she has refused offers to establzsh consular

;relatlols and a youth exchange programme.

304 - leVa has reconsidered -the USSR offer

o for the oonsﬁructlon of two hospitals. In

—prlnc*ple she has accepted the offer but with
: condltlcms so severe that the Russians are thought

unlikely %o acecept, - This move secms-mainly

designed to stimulate further Wesitern offers of
~aid.  There have been reports that the Czechs

have offered machinery and.complete factories on

?;”llbcral eredit terms-to a Libyan Chamber of Commerce
© . mission whlch v131ted Czechoslovakla -in November,

[PGHANISTAN. |

1959.
AS Il’\‘

31, Afghanistan recelved in 1957 a credit

of $15 milIion from the USSR, repayable in 50 years .

.~ without interest; this credlt is being used for

petroleun exploration in ‘the northern part of the

'---country. - 011 is revorted o have been found on

-1I0th April., Prellmlnary information indicates

that production from the field which has been found
might be-well in excess of Afghanistanls needs,

. Under the 1956 credit agreement with the USSR, a

number-of imporiant projects are- under constrgction..
By -the end of 1959 about {79 million of this $100
million oredit had been commmitted to specific

'  P?OJGCtS-,- The USSR is bulldlng two hydro~electric

NATO CONFIDENTIAL -17~
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EFGHANISTAN power stations on the Kabul river, one at Naghlo

{contd.) -

CEYLON

and another at Darunta. - The Soviets are also
carrying out modernlsatlon at the Kabul airport
at a cost of $3 million, Preparatory work has

. begun on the L70-mile concrete road from the USSR

to Kandahar, on which agrecment was reached in

May, 1959, It is now reported- that the eonstruction
of this road will cost the ifghans $12 million,
Whereas prevzous reports indicated that the Soviet

- grant of $80 million would alsO cover the local

- costs ‘Another road from the Soviet border to
‘Kabul over the Salang Dass is being bullt by Soviet

- engineers.

32, A numbcr of cxvzllan nfghan technlclans

have gone t0 the USSR for training. This appears

to represent a change in the pollcy of the Afghan

T @government, It is. estimated that, in addition to
170 Soviét military personnel, more than 900 Soviet
. technicians are in. Afghanisﬁan. - 'In August, 1959

‘the- USSR provided ifghanistan with a credit of

56 -million for the purchase of military equipment

~uctually worth about 424 million, - Since 1956 some
3130 Afghan officers have received ftraining in the

USSR and about 140 officers are actually there,

"It is expected that in five years' time all Afghan .

officers will have recelved tralnlng in Russian

'Serv1ce schools, S

33‘ The USSR has made a grant of' 59 600 tons

»fof wheat for 1960, - A trade protocol was signed
- on-9th February, 1960, between Afghanisten and
" Qzechoslovakia, - ca]llng For a 5% increase in trade

in 1960 compared with 1959,  Czechoslovakia will
1mport cotton, wool and oil seeds and will expori
engineering equlpmant, complete plante and consumer
go0ods.

3L, Of the 16 projects covered by“the'1958

930 mllllon credit agreement between (eylon and the
‘USSR, seven have received the approval of the
~Ceylonese Government; these include a $20 million
“iron and steel mill, a flood control project, a

power and: irrlgatlon project on the XKelani Ganga

- river, and a motorutyre fa ctory.

35, Uhder the ex1st1ng long-term barter

agrécment, Communist China in 1959 exported to Ceylon

230,000 metric tons of rice and imported 30,000

'=Qmetrlc tons of rubbere A third protocol to this
‘agreement has fixed guantities to bé exchanged in

1960 at 160,000 tons of rice and 17,000 tons of

NATO CONFIDINTIAL ~18=
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_rubber,‘ “In additlon, Ceylon has to take 80,000
tons Of rice left over from last year's agreement
and China hag an’ option on another 5,006 tons of

rubber, repayable in goods other- than rice, The
- situation on the world markets has changed to make

the barter agreement less Tavourable to Ceylon..
She now receives good prices for her rubber and.

© rice is abundant on the world market. - Jbrogation
- of the agreement was- therefore a8~ possiblllty.

One -of- the reasons for continuing the arrangement
seems tG have been that Ceylon is- ‘bxpecting to

-i'peceive g $3 mllllon -grant from China as a first
- ~instalmsnt of -4 total of §15,8 million which China
. was o provide during the five years of the agreement
-out of the proceeds’ realised from the sale of

Chinese goods 0 -Ceylon. There has, however, been

“little demand-in Ceylon for Chinese goods and up
‘rtill now no grants have'been pPOVlded.* '

36 Further blcc credlts have been extended

"to Ihdld ‘bringing the total to over $800 million.
. 7In ﬂbvember 1959, agreement was reached on a new
“.long~term - credlt of $148,.5 million under the eeconcmic

assistance: agreemcnt with- Czechoslovakla. The

- ‘epedit is‘Ffor eight years’ at -2¢% interést and
- - ‘repayment,’ which beglns one year after Tinal
< delivery, will be in Indian goodsy -pig iron,
- -chemicals, éngineering goods, ‘non~ferrous metals
- and! senu~finished products.n; ‘The new eredit will
- . ‘finance machinery -and equipment for the third stage

of the -foundry forge at Ranchi, ~ I% will also

- finance a plant for producing heavy machinery and
_‘-varlous other projects under Indials third Five-Year
-~ 'Plane .. The Czcch Government enterprise.
'iTeﬁhnoeLSport -in February, 1960 extended a credit
“of $le¢7 million %5 a private Indian firm for
- machinery to produce-automobile parts. = Repayment
- will be in- non—convertlble rupees over -a period
. ofeight to twWwelve years, and Czechoslovakia has’ -
-~ agreed o purchase -from- the Indien- Government 20,000
- tyres at a- cost of 9210 000 over a- perlod of four

years,: ‘This is the flrst known,bloc credit to

| prlvate Indian concerng - - India has aceepted
“a Gzech offer to set up a technological +training

centre at which- Indlan ‘technicians will:be trained

"in the design of ‘machine tools, ~ In May, 1960,

Poland extended a credit of $31.5 milllon on

v conditions similar to those of the Czech ‘eredit to
- the Indian Goveriment, for industrial equipment %o

be used during the thlrd Five-Year Plan, including

- machinery for aluminlum -and -zine pr oductlon and
: ‘coal Wa;hing plants. It is also reported that the

—19- NATO CONFIDENTIAL
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: . This would be the first 51zeab1e Polish- constructlan

Poles are t0. start building a steel rolling mill .-
at Agra, with a eapacity of 30 000 tons a year,_[

" project in Indias. -Another Polish credit offer to

”;deVelQp coPper mlnlng is sti1l under- eon81deration,

37@ Uﬂder»ex1ct1ng credlt agreements with the

_e,USSR a number of projects are at various stages of
y;completlon. nfter the successful completion of
the Bhilail: plant. agreement has been reached %o

expand its capaclty from 1 million teons $0 2,5

;‘million tons; - this is part of an agreement on the

"7 use of the §375 million credit of July, 1959, The

" .design has been com;&eted for .a .coal dressing plant
. .located in the Korba 'coal basin, This plant will
_have a capacity of 2 million.tons a year,

Electrlcal machlnery has rccently been. delivered
for the Neyveli power plant in Madras State,
ugreement has been reached on delivery of $32 million

.. worth. of machinery for .a.plant which will produce - -
~about 115,000 tons-of heayy machinery per:-year, A

'":?ffurthcr 518 million. worth-of machinery and equipment

f,W111 be used for a plant which will-produce about

30, 000 tons. of ‘mining -equipment -a year... The USSR
have agreed to help,. India.design .and: bulld nuclear

" _powcr stations. - This .agreement may invelve

. ..additional financial aidaj (In this eonnection,

thé. .chairman of Indla s atomlc energy commission

f};VlSlted Russia in’ May/June, 1960,) Survey work on
: sthe Assam reflnery, financed by a Rumanian $10,7

| fﬁ}‘milllon credit,. has been completed.;a,

38., The USSR and Indla have concluded a trade

"agreement for 1960 providing for Soviet deliveries

of ‘machifery, metals, fertilisers, chemicals, paper

. .-cellulose and oil :products. in exchange for
. traditional . Indian. exports. It is noteworthy that

'i;;f;the Soviet exports of oil.products ame expected to
- inecrease very. substantlally,, i% has been reported

. that they may well reach the level of 1 million tons,
- A-trade agreement w1th Poland .wgs signed -on
-2nd November, 1959., It runs for three years from
- 1st January, 1960, and envisages "considerable
" increase in Ihdo-Pollsh trade,  The Hast German

Deputy Minister for Foreign  and Intra-German Trade

- was in New Delhi in February, 1960, A Hungarian
trade mission was in India in June, 1960. The last
_,traae agreement betwsen. Indla and China expired
in December; 1959 and ‘has not been renevede

39. Other act1V1t1es of the bloc in India

include the arrlval of a Czechoslovakian. Delegation

in February, 1960, to negotiate an air agreement.
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TNDIA . A delegation of Bast German agronomists has also -
(contd,) . arrived in New Delhi to give lectures, It has

. been reported that the Indians are complaining
- that Soviet petroleum egquipment now in use in India
-has performed badly and that Soviet drilling and
- testing techniques leave much to be desired, An
accident which occurred at a driliing site lately
- was attributed to poor machinery and technique,

NEPAL - .. kO,  In addition to the grant of 1956, China
- “has made a new grant to Nepal of {21 'million to be
- Qrawn over a period of three years, - This grant
.0 will be used to cover imports of eguipment, machinery
- end materials including a cement plant, Nepal
~has agreed to send Nepalese trainees to China and
. %0 accept Chinese experts; rfourteen of these have
already arrived and a further twenty are expected
. -8o0n.:. Under the existing aid agreement with the
"~ USSR,. several Soviet technicians have arrived to
assist in the survey of the new Bast-West road,
Additional technicians are expected from Russia :
%o -survey other projects, i,e., a hospital, a hydro-
-eleetric plant, a sugar mill and a cigarette factory.
.o -The Hepalese. Government has stated that students
-1, from Nepal will not be allowed to study at the
- newly -established university in Moscow,.

INDONESTA - .0 bl. During Khrushchev's visit to Indonesia
.. .7 oo - in February, 1960, it was announced that the USSR
:-had extended a new credit of $250 million %o be
.. Spent over a period of seven years,. . The interest
- -rate:0f the new credit is 2,5% and repayment will
© .. be made in-twelve annual instalments beginning
.- one year after delivery of the equipment, Repayment
- Wwill :be .in -Indonesian goods or convertible
currencies, The price of the goods used for
~ repayment will be settled three months before the
~‘beginning of each year. Under this agreement,
Indonesia will reccive one or two small reactors
- for scientific research in addition t6 a number
.- of.industrial plants in the fields of iron and
- steel; non~ferrous metals, chemicals and textiles
as well as assistance for various agricultural
projects,  Russia will make the surveys, prepare
.. -designs, give technical advice. and supply equipment
- . .and material not available in Indonesia, Till
- June, 1960; less than a quarter of the 1956 $100
million credit from the USSR had been drawn, partly
because of Indonesian reluctance to acecept large
. - numbers of bloc technicians.. On 2nd June, 1960, .
. an agreement was-reached earmarking 35 million of
- the 1956 credit for eguipment and:construction
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THDONESIA

material for a steel mill in Western Java. One
bloc prcject under a separate 1959 agreement,: which
is"receiving high priority, is the construetion of an

Q-impressiVE'Asian'games*stadium.in'Djakarta whose
' completion in time for the Asian games in 1962 is 2

point ‘of hational honour, In addition %o the credit

. ‘agheemént, it was announced during Khrushchev's
visit that a hospital of 200 beds will be built in

Djakarta as a gift from the USSR. At the same time,

"o cultural agrecment was. signed providing for the
. _exchange of students;  the USSR will build a
“technical ‘institute at Amboin -and a hydrographic
‘. institute. < It has been reported -~ although this

information is questionable =~ that Indonesia might

. " have accecpted at’ the same occasion, under the terms

“of the Naval Ald Agreement, a Soviet offer of a

 ‘:cruiser'and*three or four submarines for delivery

in 1961, and that this and previous deliveries of

' Soviet.ships might entail naval personnel training

by Russia,

u2;3 Other'offersiéé‘éidtha#ehbeénireceived

. from Satellite countries;. ~Czechoslovakia has agreed
- to supply 48 diesel generators worth $3 million
“on credit termsi Rumania has offered ‘technical and

ceonomic :2id in constructing 2 cement factory in
Horthern Sumatra and has offerecd . to help in the

- pehabilitation of 0il wells there.  Indonesia has.

cancelled a .$30 million development credit negotiated

- ~with China in June, 1959 for financing threec spinning

BURMA -

© mills, a soda plant and.other projectss, Under
existing agreements, Sovietigeologists have arrived
" to prospect for sulphur:and phosphate deposits in

Indonesia and Sovist technicians are helping to

. construct two iron and'steel works in Java,

.. 3. Under.a.new tradé agreement for 1960,

- -Indonesia is to export 20,000 tons of rubber to the
- USSRs: In 1959, the planned export of 14,000 tons

- was.exceeded by 3 .605,000.t0ons, - Poland has ordered
g3 milldion. worth of modern radiotand radar equipment

from the United Kingdom, to-be installed in the 24
ships.she is building for Indonesia, 20 diesel
.buses ordered from Hungary have arrived, Hastern

© Germany has made available for 1960 ten scholarships

for specialists. in:secience and thirty for university

- .studies in fields 10 .be selected by-the Indonesian
o Government, . e oo oL

ol Thé-USSRdéﬁﬁeéfs,fiérgely4as a result of
poor planning, t0 have béen singularly unfortunate

with its aid programme to Burma which consisted of

NATO . CONFIDENTT L ~22e
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‘2 technological institute, a hotel and a hosp1ta1.,,~

g:Numerou changes. hdve been made -in. the plans for
S use of the constructlons which are considered

- impraetiecal,. A reauction Oof bloc technical
- . assistance has resulted and.the Burmese Government
" has limited the amount of . on»the~sPot training of

hospltal staff by the USSR to. a mlnlmum.,v
h5. Communlst Ghlna and the USSR agreed in

: beveMber 1959, o let Burma draw on its Soviet
L clearing account credit t0 pay a longstanding $2
. million barter debt +0 Chinae . Burma still has

a credit balance with the blode, which she finds

- difficult to0.use..  She will, nevcrtheless, export

- 411,000 tons of rice to the USSR in 1960, . In a

~ recent trade agreement. with: Poland, involv1ng the
.sale.of rice over a three—year pcriod Burma is

to receive cash payment 1n sterling.

L6, During his vis1t to Cambodia, in May, 1960

" Chou En~Lai inaugurated two of the four projects
.- _constructed under Chinese supervision. 6 implemént
 .the Chinese aid agreement. - A 500-bed hosPital
.. built by the Russians, is scheduled t0 open in
.. .July, 1960, - The USSR will send out eighteen doctors
. and six interpreters, train twenty Cambodian doctors

in: the USSR and supply medicines sufficient for two
years, A minimum of 100 doctors, nurses and
tethnicians is thought %o be requlred for full

-~ utilisatdon of the hospital and-i% is apparently
‘hoped .in Cambodia-that the rest of the staff can be
recrulted outside the bloc. .

h?. According to0 Japanese raports, East

'European cotton Pabrics have been taking an

increesnngly iarge share:of ‘the Thailand market,

:;-'The Soviet Union and Hungary have surpassed India
. .as- supplzers cf cotton fabrlcs and are now seecond
ﬂfifonly to Japan and Hong Kpng. -

48, During the first half of 1959 the USSR

g Was the largest urchaser. of Malgzan -rubber, Her

- hotal puvchases %or that period amounted to 117,783

tons, nearly thce ‘the figure- for the correspondlng
- . period in 1958, . During-the same'period, the United
L Klngdom camg - second wifh a purchase of 73 OOO tonse

h-:';_»fLATI‘I AMMERTCA

h9- on. the Oﬁea31on of Mlkoyan*s v1sit in

" Pebruary, 1960, Russia and Cuba signed an-agreement

PPOVidiug for $100 million credit to Cuba, repayable
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CUBA - -~ ° *in twelve years,-startlng one year after dellvery.,
{contd,)  The credit is at 2% interest and is repayasble in -

goods or in ‘convertible currencies, - The agreement
~igovers the est&b)ismment of industrial plants during
L 1961-65% - The USSR will give extensive technical
" gssistance and will undertake most of- the work in
corinection with the projectss = USSR technicians will
_ probably make a survey of the potential of Cuban
- extractive 1ndustrles, agriculture and manufacturlng.
- +In June, 1960, Czechoslovakla extended a $20 million
. credit to Cuba at 2%% interest for the purchase of
'*-gfmachlnery and equipmﬁnt. R

N 50. A.new trade’ agreement between the two
: kcountrles calls for USSR purchases of 1 million tons
~Iof sugar ahnually- for five Yyears,  The price for
“the first delivery of sugar was reported to be about
2.8.,Us cents per pound, i.e, somewhat below world
market prices, Russia agreed not 1o re-~export the
. sagar to’ traditional 1mporters of Cuban sugar. <. -
.- Repayment will be 80% in Russian goods end 20% in
- dollars, - In 1960, Cuban imports will comprise a
o large varlehy of raw materlals and industrial goods,
. especially farm- equlpment¢ -If the terms of the
- agreement are carrled outy the USSR~ will account for
. -about - 10% of Cuba's Lotal trade, . The agreement also
o provides” for the- pos ibllity of trlangular settling
-_jof accountsu Lo , :

S 51, Gdba s imports from other bloc countries
Twhave ‘80 far been 1ns1gn1ficant in comparlson with
its exports,. An”indication that this mey change
is secn in the trade agreement signed in March with
“ Bast Germany which -provides for Cuban exports of .
~+60,000° tons of- sugar at 3.08 US cents per pound and
Tfsome .other goods in-e¢xchange-for industrial machinery
-and equipments. . It dis reported that Cuba, the first.
Latin-American-country to: do so, will establlsh a
permanent mission in East- Germany East Germany is
- to cstablish a similar mission in Cuba soon, Sales -
~ of sugar-have been -arranged with other Communist - C
- -countries;.. Poland has-bought 100,000 tons at -
"2,93-2,95 US eents’ per pound in 1960 this is a first
© direct sale. to- 'Poland for “sore years and may be due
-fo political moc1ves, -although it is worth noting
“that ‘the:sugar in Eastern Burope has been poor,
China has purchased 130,000 tons of sugar since
December, 1959, 1In March a trade agreement was
signed with industrial eguipment on credit terms,
At “the''same time, a technical co-operation and
0 scientlfic a351stance agreement ‘was- concluded.

NATO CONFIDENTIAL . ~2lg
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52, On-lst February, 1960, a Soviet technical,
sclentific and cultural exhibition opened in Havanaj;

1% was accompanied by extensive publicity and the
- USSR paid for the distribution of 150,000 additional

-copics ofvthe‘paper‘"ReVOIQtiQn"-Which praised Russia.

53 Argentina has purchased 80 diesel motor
-eocaches from Hungary for the Argentine state

railwayss This mey amount to the partial acceptance
-of the $23.3 million Hungarian eredit offered in

Mareh, 1959+ = The Polish state trading organization
‘was reported t0 be negotiating with. an Argentine

' sugar co-operative for the construction of a sugar
* mill at Florencia. . These negotiations failed to
“sceure. agreement. - Under the existing credit
- -arrangemont with the USSR, frgentina is to receive
350 million worth of railway, roadmeking and
- T eleetrical equipment, A few Sovict technicians
-« may be used for the installation ef the equipment
P and for drainings - B e

. 5L, Argentina has made known its intention
t0 términate bilateral payments  agreements with

- all”EBastern European countries except the USSR.

~This ‘is in aececord with the IMP recommendation that

.- she should eliminate bilateralism in her foreign
.. trade,s = The countries involved are:. Bulgaria,

Czechoslovakia,  Hungary, Poland, Rumania, Yugoslavia

“and probably Bast Germany. ° The USSR was exccpted

~ ‘because’ of the $100 million credit, . Most of the

- . agreements will come up. for renewal in 1960 and can
‘be terminated at 90 days'.notice, . Under these

agreements Argentina had a credit balance of §1lh.5

- million with Fastern Europe on 30%h Zpril, 1960, -~ -

.. ... 554 Czechoslovakia has extended a“§l.5 million
... credit to a private.Bragzilian firm for the purchase

.;of machinery for a ceémént plant, - The head of a

" Soviet trade mission visiting Brazil reportedly

said that the USSR was willing to extend a credit

. of $100 million to that country without reguiring - .
- ~the.establishment -of dirlomatic relatilons between -
+.-the two ecountries. In Decenber, 1959, Brazil

‘signed a trade agrecment with the USSR providing for

a total exchange of goods valued at $208 million
over the next threec years. Approximately 75% of

.- Brazilian exports will be.accounted for by coffee,
.. which Russia has committed herseclf not to re-cxport.:
- Other exporis . include cocoa, vegetable ocils and

leather, - Brazil will import from the USSR petroleum

~and petroleum products, equipment for the petroleum

and other industries as well as wheat and metals.
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BRAZIL - - 56, Brazilian trade with the -Satelliite
“countries-is -also expanding, - An agrecment has been

-signed with Poland providing for an exchenge of
$70 million worth of goocds,  ~Poland has offered to
puild a $30 million steel plant on credit to be
repaid over eight ysarse Brazil will export coffee,
cocoa, hides and iron ore iln-return for ships,
machine tools, railway equipment, agricultural and
" textile machinery, chemicals and other goocds,
. :in agreement ‘has been signed -with East Germany under
- which Brazil will-import agricultural machinery,
' . machine tools, road building machines and railway
and other industrial equipment;. -this agreement,
which provides for trade worth $16-$20 million each
~way, is reported to include-an-element of credit.
Cgechoslovakia and ‘Hungary are selling inereasing
 omounts of agricultural machinery to0 Brazil, This
.. machinery is reported to be of low guality but sells
- at prices far below those-charged by the United
States, Brazil is expeected to-contract with the
Czech "Technoeksport" for hydro-electrical equipment
- worth $7.2 million for fthe Basiri power plant;
 payment will be made as t0:-70% -in coffee and the rest
" through the existing clearing account, Four USSR
© petroleum experts have arrived under contracts with
. a private firms - :It has been reported that Polish
_experts will put into operation the caustic soda
plant -at Cabonfrio, which was constructed and
-financed partly by the Frenchs . i Polish industrial
exhibition showing heavy machinery, farming equipment
~and:aireraft engines-was held in Sao Paoclo in
- - November, 1959, - - o oo oo

CHILE - . ... 57.° China has purchased for the first time from
- _Bhile 10,000 tons cf crystallised nitrates to be paid
- for in sterling, ° The USSR ‘is negotlating R

- possibilities of purchases of -copper, nitrates, wool

- and ecertain types of steel, ~ USSR exports would be
" 0il and industrial equipment, asbestos and chrome,

MEXICO -~ -7 - ‘58, In connection with the USSR exhibition -
. which took place. in Mexico-City in December, 1959,
- the USSR tentatively proposed making a credit of
%100 million +6 Mexicc, - This proposal was not
- aceepted, 0 o oo
COLOMBIA  B59. A Colombisn. coffee sales! mission, which
‘ - has toured the bloc, -has concluded agreements with
-all the chief bloc countries except Poland,
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URUGULY ‘ 60, The USSR has offéréd_to’purchase over. a

three~year period $75 million worth of Uruguayan
wocl if Uruguay would import {50 million worth of
Soviet erude petroleum, . Uruguay's failure to
accept Soviet offers has led to the withdrawal of
the USSR from the Uruguayan wool market sinee the
beginning of the 1959-1960 wool season,

é

DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE BN LECIURE PUBLIQUR

~27- NATO CONFIDENTIAL




- S ~2G— ‘ N.TO CONFIDENTIAL

. : ZNNEX II %O
e G-M{60)IT6
. ' e S
g | -_;:f
o (
(= sqq a2 &
é (lelllon Us &
E lxea and Country Economic | Mlitary Total
e o )
5 Total 3,148 822 L 3,970
3 Middle Fast 998 578 1,576
H * 1 T -
— .‘ gm gagyptg i 589 315 i 90k
, ? AR (Syria 177 128 30k
E. , Yemen ¥ 17 ; 61
= Iraq i 182 P18 300
w Iran - ! 6 ¥ 0 i 6 :,
= Africa ? 16 1 sy
= Guinea z 42 | 1 43 ‘
E ;: BEthiopia ! 114 ! 9 114
7! . ‘ '
- Ifghanistan 217 38 255
L ! Pakistan 3 0 3
k= ; India 808 0 808
- f Nepal L1 0 451
£ ; Ceylon ; %8 0 58
% e j Indonesia 479(3) | 206 685
S Burma 12 ‘ 0 12
=74 Canbodia 35 - 0 35
- . : _
d Latin fmerica 227 ‘ 0 227
R Argentina 104 0 104
o Brazil 3 0 3
U Cuba f 120 0 120 : :
g Europe f 111 0 111
E. Yugoslavia 111 0 111
l . . _
£ (1) Pigures moy not add to totals because of roundings. They do not
E necessarily correspond to an addition of the new credits mentioned in the
. Present report and those mentioned in earlier reports. The differences
7 may result from revision of figures given carlier. :
% (2) Pinancial obligations entailed in military aid agreements only. Depending
3 on the definition of military aid, estimoted figures vary widelya
& Eitimgtes lgf the total value of military equipment delivered go as high as
=] 1Ly2i30 million.
= (3) Wot including {30 million credit extended by China in June, 1959 and

subsequently cancelled or zllowed to expire.
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