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As agrped i n  the Council on 22nd F e b r x r y ,  1962(1), t h a  
Cornittee of Econotlic Advisers has preparcd t h e  attached r e p o r t  
which reviews in broad terms the fea tures  of the Sino-Soviet 

- economic cffensive i n  the less-developed countries o f  the  f ree  
world f o r  the  pe r ioa  1954-1qB1, This r e p o r t  is submitted t o  t 9 e  
C o u . m i l ,  which may decide t o  p r e s m t  it as a r e f e r e n c e  documen% 
? o r  the Xinisterial  Neeting i n  Athens on the 4i;h Xay, 1962. 'Phe 
subject w i l l  a l s o  be raised by t b e  Secretary General i n  his 
y o l i t i c a l  appraisal. On the ba l i s  of the t w o  documents, t h e  
Mir,istszs nlay w i ~ b  t3 give frrrtker consi3cration t o  the  r i s k  
Invohved f o r  the Cest in the ecoro~ic a2ti-v-i$ies of the  Sino- 
Saviet  corn-tr2es i n  less-develcped p a r t s  of the world, and 
consider p o s s i b l e  remedies, 
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Re o r t  by the Committee o f  Economic Advisers 2-Ak- - -3- 

The development of economic r e l a t i o n s  appears a s  one 
o f  the most l i y o r t a n t  means used by the  Sino-Soviet bloc i n  i t s  
o v e r ~ l l  s t ra tegy  t o  elrlhance i t s  influence in the  less-developed 
countries of the f r e e  world, In t h i s  respect ,  Sino-Soviet policy 
reached an important turning point  shor t ly  a f t e r  the  death o f  
St-alin. Since 1954, large-scale economic and mi l i t a ry  a j d  has 
been extended, increased technical  ass is tance has been provided, 
and t rade with the less-developed countr ies  expanded a t  an 
impressive r a t e ,  Such Zevelopments a re  a r e f l ec t ion  o f  t he  
grov,-ing economic s t rength of the Soviet Upion, A s  they involve 
r i s k s  f o r  the f r e e  world, it i s  f e l t  t h a t  NATO has a concern in 
them, 

2, The amwlrt of Sino-Soviet aid extended t o  the  less- 
developed countr ies  reached a t o t a l  o f  $6 b i l l i o n  by 1951, of 
which more than 40% was granted during the l a s t  t w o  years, Out  
of $he t o t a l ,  &,7 b i l l i o n  were l i n e s  of c r e d i t  f o r  economic 
a s s i s t m c e ;  only 22% has been drawn so f a r ,  but the  r a t e  of 
drawing i s  now rapidly gaining monentum, 

3. Sino-Soviet aiC is still. only a f r ac t ion  of Yestern 
ass is tance,  a f a c t  which i s  sometimes overlooked, both i n  the  
non-eomitted a reas  and amongst NATO ccuntr les ,  The pare of it 
which kms been ac tua l ly  drzt-m since 'l9w represents about one- 
twentieth of the  a i d  received over the same period from govern- 
ment sources of the  f ree  orld,  However, Sino-Sovie* a i a  to t he  
less-developed countr ies  has been about equal since 1957 t o  the  
aid extended bg Comunis t  countr ies  t o  each other:  the  t o t a l  
amount of c r e d i t s  extended t o  India,  fo r  instance,  has been 
g r e a l s ~  khan  %he total,amomt exten3ed t o  Communist China; t h i s  
-ms  the  case even before the ideological  dispute between Peking 
am3 Moscow reached i t s  acute phase, 

4, Uoreover, quant i ta t ive comparisons a re  misleading, 
o w h g  t o  the spec ia l  fea tures  of Sino-SovLet a id ,  !$bile Vestern 
a C ~ 1 : ; x ~ c e  i s  spread over a large number of countries,  t h a t  
grmtefi by the Sino-Soviet bloc is  concentrated on a l imited 

' 

nmber  of them, In the case of Afghanistan, Indonesia, Egypt, 
Irsq and C u b a ,  a i d  promlsed by the  Communist countries d w a g  
-(,he period 'I 954-1 961 exceeded 7estern governnental ass is tance,  
Sovj.c t c r e d i t s  a re  granted i n  la rge  and impressive amounts 
mi-kh~ut describing the p ro jec t s  t o  be coversd, This is left 
t o  subsequent nrgot ia t ions ,  each sound of which gives r i s e  t o  
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publ ic i t3  and also p~ov ides  the Sino-Seviet bloc w i th - r ea l  
influence on the dev6lopment programmes of the recipient 
countries 

5 %  Actual del iveries  of mil i tary equipment under c red i t s  
and grants exceed drawings of ecommic development credi ts ,  The 
ha t te r  give p r io r i t y  t o  the expansion of industry. There have 
also been spectacular undertakings, intendkd primarily t o  impress 
public opinion i n  the less-developed areas,  apart f roa  t h e i r  
economic value, Although some assistance has been given f o r  
projects  of limited economic value, such a s  stadiums, these cases 
are exceptional, 

6, Bloc assistance i s  granted b i l a t e r a l l y  frorn government 
t o  government i n  the form of  t i e d  loans w i t h  f a i r l y  lon terms 
of repayment (usually 12 years) and low in te res t  r a t e s  7 usually 
2p7); it should be noted, however, tha t  some recipient  cowt r i e s  
have been displeased t o  discover tha t  the theoret ical  advantage 
o f  l o w  in te res t  r a t e s  i s  offse t  by high R ~ s s i a n  pri?es and i n  
some bases by the poor quality of Rvssian goods, Communist 
China, which, i n  spi te  o f  domestic d i f f i c u l t i e s ,  has considerably 
increased her a id  during recent years, has even extended $60 million 
interest-free t o  Cuba, whose per capi ta  income i s  about f o u r  t i ne s  
higher than her om, 

7% Free world foreign aid,  which comes from many sources, 
may have the advantage of f l e x i b i l i t y  and specialisation oves 
Sbo-Soviet aid, On the other hand, it ca r r ies  the danger oS 
competition Qpld overlapping, Commmist assistance is more 
standardised, an& attempts are made t o  increase i t s  efficiency 
by be t t e r  co-ordinationn. I& India, f o r  instance, a special  

as s e t  up in 1961 t o  co-ordinate the various Soviet 
assistance progPammes t o  be implemented under India" th i s& 
Five-Year Plan, 

11, STNO-SOVIET TECHNICIANS 3 3  THE LESS-DEVELOPED COUNTRIES ---- 
AM3 F O I U I G N  STUDENTS IN C O ~ ~ ! ~ ~ ~ ~ S T  C O ~ ? % ! ~ S  

8, The number of Sino-Soviet personnel a t  work i n  the 
less-developed countries more than qua&mpled from 2,320 by the 
end of 1957 t o  '10,230 (of which 1,800 mere mflitary aclvisers) by 
the end of ?%'I, Tkc impressive develo2ment of science and 
technical education in the  Soviet countries has considerably 
@&meed 'their capabilities in providing services abroad, In 
addition, in the Communist dgirnes, technicians can be 
mobilised in substant ial  numbers a t  short notice i f  the need 
arises, There i s  no evidence tha t  Sho-Soviet a id personnel 
are engaged in p o l i t i c a l  propagaada or  subve~sive a c t i v i t i e s ,  
bu5 they ac t  as \- :onomic agents, promoting %he u t i l i s a t i on  of 
Ccmmunist methods and creat ing permanent l inks  f o r  providing 
makztenaslce and replacement equipment, 011 the other side of the 
picture it i s  cer ta in ly  t rue  t ha t  some newly independent 



couatr ies  have been disappointed and dis i l lus ioned  by t h e i r  
ac tua l  expeA.crice of working with Cormmist technicians and 
I' bne Comunist a id administrators,  

9, The 2-0-Soviet bloc has attached growing importance 
t o  i t s  educa 5 onal m d  t r a i n i n g  grogranmcs f o r  na t iona ls  from 
less-developed countries,  3ne of the m o s t  s ~ e c t a c u l a r  develop- 
merits was the  establislunen'~ in l a t e  1959 of the  "Peoples1 
Frieadship Uni-~ersity'l , l a t e r  renamed "Patrice Lumumba University'' 
-Ln l:!cscow, a t  w l l i ~ S  it i s  planned t o  t r a i n  annually up t o  4,000 
k s i a a ,  African and L a t b  American students i n  various f i e l d s ,  
Since 19559 more t h a  l 5 , O O O  nat ionals  of these areas  have 
studied in Communist countries;  t h i s  cumulative t o t a l  remains 
well below the number of students from less-developed corn t r i e s  
2n the Uaited Ki-ngd~m dilring any of the  recent academic years, 
B u t  the S ino-So~ie t  ventures in  t h i s  f i e l d  a re  recent and 
threc-quarters o f  tkese students comc from a small nwnber ef 
countries:  maialy Egypt, Indonesia, Iraq, Guinea, Syr ia ,  India,  
kfgh,mistan, Cuba, Ghana, Sudan and Somali, A 1 1  the  students 
going t o  the  Cnmmunist un ive r s i t i e s  are o b l i p d  t o  follow 
courses in Coxnunist doctr ine,  i n  addit ion t o  t h e i r  academi3 
subjects, 

18, By the end of  ?961, Sino-Soviet t rade  with the  less -  
developed countr ies  had .increased three and a half  times over 
the  1954 l e v e l ,  r e ~ r z s e n t i n g  a f a s t e r  r a t e  o f  increase than 
t h a t  of t rade with the indus t r i a l i sed  West, More than 436 of 
the former i s  conducted by European s a t e l l i t e s ,  mainly 
CzechosLovakiz, East Germany and Poland, I ts  volume, d i rec t ion  

c o ~ p o s i t i o n  r e s u l t  not  from the f r e e  in te rp lay  of conpeti t ion,  
but from . .- a de l ibera te  d e c i . ~ i o n  taken a t  govcknnent l eve l ,  ?Jhile 
in  the ides% trade i s  l e f t  t o ' f r c e  en-terprisc, which has t o  take 
accomt of  mar3et condit ions,  Communist countries can buy up 
su.rpluses of primary products, even when t l e r e  i s  no economic 
case f o r  doing so, 

1 The Sino-Soviet share in t o t a l  t rade of a l l  under- 
devclopcd countries represented in 1961 between 8% and 916, a s  
against  only 376 i n  1954. This sharp increase i s  the result- of 
a double t r a d :  the number of countries having concluded t r aae  
an& payments agreements with the Sino-Soviet bloc i s  steadil-y 
increasing; a t  the same t i n e ,  Sino-Soviet t rade has considerably 
expanded in a l imited number of countries,  A t  l e a s t  s i x  of 
these countries outside Europz exported t o  the bloc more than 
2G% of t h e i r  t o t a l  exports: Cuba, Egypt, Guinea, Afghanidxm, 
Syl-ia, I ran ;  the  first  four imported from the bloc more than 
t&; of t h e i r  t o t a l  imports, 



22 ,  elthough the Sho-Soviet bloc has offered expanding 
markets fo r  the products of the less-developed countries, scme 
of these have experienced sharp fluctuations i n  t h e i r  trade with 
the Communist countries, in par t icular ,  Syria,  Burma, Ceylon, 
the Yemen, Argentina and Uruguay, On the other hand, 'Jkstern 
countric s have encountered p i c e  competition from Soviet  goods 
in the less-developed countries, I f  e i the r  fo r  economic orb 
p o l i t i c a l  reasons, the bloc considers it desirable t o  conquer 
cer ta in  markets, there is nothing t o  stop it from lowering i t s  
prices without being always compelled t o  take in to  account 
production costs,  

' l3@ The concentration of purchases on a limited number of 
eonmodities i n  a few selected countries, the conclusion of 
bar ter  Beals and above a91 the c o m o d i t ~  com~osition of imworts  
point t o  the presence of p o l i t i c a l  m o t i k s  in the &no-soviet 
trade drive towa~ds the less-developed areas o f  the f ree  world, 
This i s  more t rue  i n  the case of the Soviet Union than i n  tha t  
of the bbopcan s a t e l l i t e s ,  which a r e  l e s s  well endowed with 
r a w  ma te r id  supplies, 

BXSBSmT CF THX RISK IEaVOLVTD FOR TI33 FRET rI@RL3 

14, The assessment of the danger of the economic a c t i v i t i e s  
of the Sino-Soviet bloc i n  the less-developed countries i s  
d i f f i c u l t  t o  makc, and it i s  not surprising tha t  students of 
t h i s  problem hold d i f ferent  views as t o  the degree of r i s k  
involved fo r  the Vest, 

'i5@ Sino-Soviet aid t o  and trade with the less-developed 
countries need not necessarily be always damagi2g t o  the West, 
They may, a t  l e a s t  in thc short run and fron a s t r i c t l y  e.coac.mic 
point of view, e n t a i l  gains t o  some of t h ~ s e  countries, Morcovcr, 
i n  some eases contacts which less-developed countries have had 
with the Sino-Soviet bloc have emphasised the unattractive 
features  of Communist aid and shocr up Western arrangements 
favourably by comparison, 

16, However, owing t o  i t s  centralised administration, the 
Sho-Xovht bloc i s  w e l l  adapted t o  d i rec t  the use of various 
economic means %o fos te r  i ts-declared p o l i t i c a l  design, which 
i s  t o  induce the less-developed countries t o  break away f ros  the  
world c a p i t a l i s t  economy, m e  dis t inc t ion  between tho various 
economic a c t i v i t i e s  of the S h o - S o v i ~ t  bloc i n  less-developed 
countries - economic a id ,  mil i tary assistance, technical 
training and trade - has much l e s s  meaning i n  the Comunist 
contoxt than in the Wcst, h f a c t ,  thcg a l l  c o o s t i t ~ t e  
complementary aspects of one and the same policy, For instance, 
eoxiomic develog,-mt c red i t s  have in i t i a t ed  an exchange of 
c m i t a l  goods f o r  various indigenous products rcccived as  
suSscqucnt repayment, thus leading t o  a permanent kc rease  of 
trade; a t  thc sane time, de l ivcr ics  o f  arms and mil i tary 



eq1ip9en.t~ i n  p a r t i c u l a r  i n  the Niddle Zast , have occasivnally 
paved. the way f o r  the  establishment of more permnent economic 
re l a t ions ,  

'17. 

(i) 

(ii) 

( i i i )  

18, 

It may be noticed t h a t :  

in one case a$ l e a s t  - v i z , ,  Cuba - Sino-Soviet 
susport i n  the form of c r e d i t s ,  t rade and mil i t a ry  
ass is tance has been provided i n  order t o  strengthen 
the economy of a country which had taken a h o s t i l e  
a t t i t u d e  towards the T?est; the  existence of bloc 
economic a c t i v i t i e s  considerably increases the 
danger of Communism whenever a less-developed 
country experiences p o l i t i c a l  unrest  and ser ious 
economic set-backs; 

there i s  no doubt thz t  when tyade with the Sine- .- - -  - 

Soviet bloc exceeds a certa. in proportion, some 
countr ies  mag develop econoaic l i n k s  with the bloc 
t h a t  have to- be taken i n t o  account i n  the  fr~aming 
o f  t h e i r  foreign policy:  Lfghanistm may y e l l  be in 
such a s i tua t ion ;  

economic ass is tance has occasionally been used - 
although not always with f u l l  success - f o r  exer t ing 
pressure on the rec ip ien t  government t o  a l t e r  i t s  
overal l  p o l i t i c a l  a t t i t u d e ,  This happened w i t h i n  
the bloc t o  Yugoslavia, Albania and Communist China, 
Pakistan has a l so  been openly invi ted  t o  modify her  
in te rna t iona l  policy i f  she 'ranted t o  receive more 
aid,  Recently, the USSR t r i e d  t o  explo i t  the  
economic d i f f i c u l t i e s  encountered by Guinea, and 
the presence of Guinean students in Russia m a s  used 
a s  a nems of pressure on the S&ou Tour6 government, 

BY carefu l ly  choosing the occasion o f  i t s  intervent ion 
and by adjust ing the ? o m  o f  is t o  spec ia l  circumstances, the 
Sin9-Soviet bloc may obtain p o l i t i c a l  benef i t s  out of proportion 
t o  the a r ~ ~ o m t s  involved i n  economic terms, In general,  it would 
seem that one of the chief dangers of i t s  economic a c t i v i t i e s  
l i e s  i n  providing propaganda f o r  Comunist techniques of  
develop~ent  a t  the  expense of the  developnent methods o f  the 
f r e e  wcrld, l a rge ly  based on f r ee  enterpr ise  ~znd the p r o f i t  
motlve, The Comunist leaders  try t o  con-~ey the impredsion that 
the Commnist econonic sgstem is  both a r s spms ib le  and r e l i a b l e  
par tner  and the m o s t  e f f i c i e n t  nodel f9r the  promotion of 
econoxic zrowth t o  be copied, Countries with a low standard of 
livLng may believe t h a t  there  i s  a short-cut t o  prosper i ty  t o  
5e tnBen i n  zpplying Communist methods of economic development, 
even i f  such a choice implies t h o  s a c r i f i c e  of highly praised 
Xescern values such a s  individual  l i b e r t y  and freedom of choice, 



19, It i s  hoped.that  the recent report  may be of some use 
i f  exchanges of views take place between NATO countr ies  t o  
t;.s,.:ess with more precis ion the danger o f  the economic a c t i v i t i e s  
of the S ino-S~vie t  bloc i n  less-developed countr ies ,  and coasider 
possible remedies, 

Geographical d i s t r i b u t i c n  of the Sino-Soviet bloc a id  - 
grogrammu 

Bloc c r e d i t s  and grants  exbended t o  m-d bloc t e c h i c i a n s  
present in the less-developed countries o f  the f r e e  world, 

Map S - situation a t  the  end of 'l957 
Map B - si tuation- a t  the  end of 1961. 

Sf no-Soviet bloc economic and rntlttary c r e d i t s  and-=ants ---- 
Sources o f  bloc a i d  

Sino-Soviet bloc economic c r e d i t s  and grants  extended 
by donor country, 
Xino-Soviet bloc military c r e d i t s ,  

Sino-Soviet bloc technical  ass is tance 

Sino-Soviet bloc t rade with the under-deve10ped countrie e - --- -- A&---"... - 
of the f ree  world 

NATO GONFID2Zi!IAL - 



0 IBUTION OF THE 

Bloc Credits 

TO COMFIDENTIf i  
ANNEX I t o  
C - ~ ( 6 2 ) 3 6  

-developed Countries 

Map A Situation at the e ~ d  of 1957 

Situseioa at the end of 1961 
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NATO CONFIDENTIAL -- 
ANNEX I to COUNTRIES IN 'WHICH TOTAL BLOC AID EXTENDED SINCE 1954 : 
C M  (62) 36 

represents more than $30 par inhabitant. represents between $ 5 and $30 per inhabitant 

A. S I T U A T I O N  AT THE E N D  OF 1957  
Total  Credits and Grants extended : $ 995 mill ion to 14 countries 
Total  number of experts i n  these countries : 2.320 (including 800 military advisers) 

'. 
N A T O  C O N F I D E N T I A L  
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B. S I T U A T I O N  AT T H E  E N D  OF 1961 
T o t a l  Credi ts  and Grants extended : $ 6.036 mi l l i on  to  26 countr ies 

To ta l  nunber of experts in these countr ies : 10.230 ( i l c l u d i n g  1.800 mi l i t a ry  advisers)  

NATO C O N F I D E N T  I A L  

ANNEX I t o  ; 
CM (62) 36  

Aid : Total bloc credits and grants (economic and military) extended since 1954 i n  mi l l ion US$ up t i l l  - Experts: Number of bloc c iv i l ian and military experts, technicians ond labourers in the country for a period 
the end of the relevant year. 

- 
of at least one month, excluding personnel solely engaged in diplomatic and trade promotion 
activities, at 31st December of the relevant year. Figwes an bloc experts for 1961 give the 
situation as at 1st July, 1961. (military personnel excluded) 

N A T O  C O N F I D E N T I A L  



ANNEX II t o  

SINO-SOVIET BLOC ECBP4OMIC CREDITS AND GRANTS 

extended to and drawn by underdeveloped countries of the free World year by year horn 19% t i l l  1961 inclusive ~. 

Extended 

ACCUMULqTED OUTSTANDING CREDITS 
Million US. $ 

I 3,5 76 

exteded to and drawn by underdeveloped countries of the bee  World year by year &om 1954 til!1961 inclusive 

ACCUMULATED OUTSTANDlNG CREDITS 

dillion US. $5 
1,000 

500 

0 
1955 1956 1957 1958 1959 1960 1961 



SOURCES OP BLOC A I D  

Sho-Soviet Bl9c-Economic Crecits and Grants 
-=- 

extended b 9 m w t r y  

Donor Country Grmd 
Total 

USSR 
Y%PY 

European 
Satellites - 

R o u m i a  

Bulgaria 

Communis"chin8 
__l__s__j_ 

ETor'ch Vie t n m  

Sino-Soviet Bloc Military Credits 

(million US $1 

Czechoslovakia 
Poland 

Conmunist China -- 
- - - - 

( , I )  includmg $30 million extelided in 1959 an6 cancelled in 
Jmdary 1960, 
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i4ATO C O N F I D E N T I A L  

ANNEX IV  t o  

Bloc personnel (Technicians, Experts and Labourers) in  underdeveloped counwies of the free World outside Europe 
Minimum estimates on a 6 monthly basis of bloc personnel in underdeveloped countries for o period 

of a t  least  one month excluding personnel solely engaged in trade promotion 

Military Personnel 

C iv i l ian  Personnel 

(1) estimate 

TO CONF I D E N T l A L  
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