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Amendmonts suggested by the United States Delogation

Page 4, Paragraph 4

Delete the last sontonco and replace bys

"The intarnal econoumic difficulties and an arparent feeling
in bloc circles that economic aid has not becn as effective
a8 anticipated in furthering bloc objectives as well as a
lack of new opportunities have all played their vpart in the
reduction of the extension of new credits."

Page 4, Paragraph 5

Delote the opening sentence and replace bys

"As for the lack of orportunities, various considerations are
to ba taken into accounti"
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=o- BAIO CQNFIDENTIAL
AQA)27-/129

reccnt developments point to a considerable increase

in the importance attached by the bloec to technical
assistance, resulting possibly from the consideration
that, while this type of assistance might be less
oncrous, it proves to dbe better adaptcd to the needs

of some less-devcloped countries (especially in Africa),
and it may provide better political and propaganda
returns for the outlay involved;

new off'ers of large-scale finanociasl assistance
(amounting in total to about F900 million) have been
announced by the bloc during the first half of 1962,
although so far they have not been accepted. At least
£500 million has reportedly been offercd to Brazil, as
well as large sums to Bolivia, Chile and other countries
in Africa and Asia, If these offers werc acceptcd, the
growth of new aid commitments would rapidly regain its
earlier impetus;

the relative lack of success in further bloc
penetration in Africa seems to result rather from a
revised attitude of some African countries (e.g.,Guinea)
concerning bloc aid than from the reluctance of the
bloc to extend further economic aid;

in Asia and the ididdle East, large amounts of so far
unused credits are still at the disposal of varioua
countries (RBgypt, India, Afghanistan, Indonesia),
rendering superflouous any additional credits extended
before the already available amounts have been
usefully absorbded;

it may also be that some of those countries which secen
to the bloec to offer the best prospects for economice
penetration arc in fact small countries, (e.g. Bolivia,
British Guiana, African countries) where only
relatively small quantities of aid can, at present,

be usefully abdbsorbed,

It should not be concluded from this that the Soviet

bloc would be capable of maintaining indefinitely the past rate
of rapid growth of aid programmes, nor that it would be in a
position to compete seriously with the volume of aid flowing from
the industrialised free world, It seems obvious that thc bloc
economy can ill afford in the near future the cost of

"several Cubas" at the ssme time, while still aiming to reach its
anmbitious internal targets of increascd standards of living and
defence preparation, The limitations of the foreign aid
potential of the USSR have been epenly stressed by the Soviet
Government on various occasions during 1962 with growing insistence
upon the fact that the internal economic devclopment of the
less—dcveloped countries is primarily the responaibility of the
less-devecloped countries themselves, In addition, the lLuropcan
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Page 5, parggragh 5.

Delete sub-paragraph (b) and re~-number the following
sub=-paragraphs accordingly. (United Kingdom
suggestion).

Insert a new paragraph 6 as follows, and re-number

the remaining peragraphs accordingly:

"6, However, recent developments point to a considerable
increase in the importance attached by the Bloc to
technical assistance, The reasson may be that this type
of essistance is better adepted to the needs of some
less~developed countyries (especiaily in Africa), and
may provide better political and propesgande returns

for the outlay involved; but the trend is perhaps also
welcome to the donating countries as it involves less
of an sconomic burdmn”, (United Kingdom suggestion.)

Anend the opening words of re-numbered paragraph 7 to
read: "7. In any cnse, one may not conclude thnt
the Soviet Bloe would be capsble ......" (United
Kingdom suggestion.)

NATO CONFIDONT IAL

lelete the sub-paragraph and replace by:

"during the first half of 1962 announcements have baen made of
now offeres of large-scale financial assistance (amounting in
total to about $900 million), but there has beun no announcemurt
of acceptance. At least $500 million hawe reporiedly been
offered to Brazll, as well as large sums to Bolivia, Chile and
countries in Africa and Asia. The firmness and the size of such
offors might well hav: been oxaggorsted. By announcing inflatod
offars, the bloc countries might have tried to derive propagnndu
benefits, while the prospective reciplents might have hoyod to
induce tho Western countries to compate."

OT4N/NATO
Proris, XVIo.
N.TO CONFIDENTIAL

(1) Original sub-paragraph 5 (c¢) renumbcrod in accordzncc with
corrigendum 1, datod 17th 4ipril, 1963.




satellites, who rely more than the USSR on foreign trade, may have
= urged that ald and trade programmes should take more account of the
— bloc's economic needs,

Te The Soviets have always insisted on trade as the most
A helpful means of assisting the development of less-developed
countries, It is generally agrecd that the volume of such trade
R~ is closely linked to the increase in the standards of living of
= the Communist countries, Imports of tropical products (sugar,
ricc, coffee, cocoa and fruits) depend largely on such an
evolution, while a steady growth of industrial production inside
the bloc can provide cxports of value to the less-developed

= countries. Economic stringencies within the bloc might well

-4 hamper such developmcnts,

UBLIQ

CTUR

EN

8, At the present stage, it is still impossible to cvaluate
3 to what extent the recent internal economic difficulties inside

) the Sino-Soviet bloc might have dimmed the image that Communism
Ehas tried to build up as a model for economic development,
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- PART I1I

D 0 18 OF THE SINO-SOVIET
ECONOMIC OFF

9. Over the year under review there have been some
significant changes in the various kinds of economic activities
used by the ploc for reinforcing its presence in the lcsas
developed areas of the free world,. In the following paragraphs
dealing with the various means utilised - economic and military
aid, technical assistaince and trade - an attemnt has been made to
assess their importance for the recipicnt countrics.

I. ECONOMIC AID -

*  (a) gredits extended

10. PFrom January 1954 to mid-1962, the bloc pledged to the
less-developed counttrics o0f the free world cconomie credits and
grants totalling g4,.9 billion, Of this total 73% has been
extended by tlie USSR, 19% by the Europcan satellitos, and 8% by
Communist China, This represcnts en increase of about 775

- million since mid-19641, of which BZL75 million was extended during

the second half of 1961 and 8300 million during the first six
months of 1962. ‘ . '

'11. The Soviet Union reduced the rate of her new commit-
ments since early 1961 to about 500 million & year, as compared
to 800 million during the two previous years, The Europcan
satellites, who had considerably stepped up their participation
in the economic aid offensive during 1960 and 1961, reaching an
annual average of abou: £300 million, extended less than 70
million between January and July 1962. Communist China added
no new credits during the first half of 1962 to the #14% million
yearly average extended during 1960 and 1961,

12. Evidence has been accumulated since January 1962 of
some restraint on the part of the -Sino-Soviet bloc in tiic expan-
sion of their economic aid programmes to less-developed countries
that had already accepted esarlier credits, %hile Soviet official
statements emphasised that the USSR could not be regarded as an
unlimited reservoir for the provision of economic nid, and
stressed the need for less-developed countries to rely chiecfly on
their own internal resources for economic progress, new large-scale
offers totalling £900 million were made to various countries

.(Bolivia, Brazil, Chile, Morocco, Niger, Iran, Thailand) where

previous bloc aid had been extremely small, or had even been
refused. : .

13, During the second half of 1961 the flow of lerge-scale
new bloe economic credits was airectcd to Asia and /frica,
Afghanistan (#1496 million), Indonesia ($60.5 million),

India (£37.2 million and Ghana (%93 million), Tunisia
(#£38 million) and Sudan (22 million) accounted for more than

-7~ NATO CONFIDENTI. L
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90% of total new credite extended. As the extension of new
crcdits has tcnded to declinc since January 1962, almost 907 of
the additional assistance provided by the bdbloe during the first
six months of 1962 went to three countrics only:

Afghanistan (#104 million), Cuba (Z100 m11110n¥ and Egypt
(#57.4 million).

(b) Drawings

14. Notwithstanding the sharp drop in the volume of new aid
commitments, most of the previously established cconomic
assistance programmes have now entered the stage of active
implementation. Drawings on the accumulated outstanding crcdits
are recquiring on the part of the dbloc countries a more serious
contribution if they wish to honour their comnitments and to appear
as a potential source of reliable aid to the less-developed world.,
Thercfore, it would scem that this trend will continue, even if
ncw aid promiscs wcre to be curtailed during the coming months,

On the 30th June, 1962, out of the #4.9 billion aid extended, the
accumulated total of outstanding credits amounted to asbout
thrcec-quarters of this total, while only £1.2 billion of the
Sino-Soviet bloc aid had so far becn actually utilised,

15 The rate of utilisation of the financial resources put
at the disposal of the less-devcloped countries by the European
satcllites has been slightly morc rapid than drawings on the USSR's
ercdits, By mid-1962, out of a total of about #923 million
cconomic aid extended by the Zuropean satellites, roughly
£675 million was still outstanding (73%). Out of #£3,550 million
Soviet credits, #2,675 million was still outstanding (75%).
Communist Chincse financial assistance, which was started in 1956,
has so far been utilised to the extent of about 19% of the total
amount of aid committed.

16. Up to the end of 1961, drawings (i.c. deliverics of
cquipment and actual coniribution of technical assistance) had
been extremely small, if comparcd to the GNP of the bloc countrics,
They never exceeded onc-tenth of 155 of the GNP of thc USSR, and
rcpresented in 1961 an even smaller fraction of the comblned GNP
of the other COMECON countries, as well as of that of Communist
China. The sharp increase foreseen for 1962 that might bring the
annual drawings close to #450 million, would not represent more
than one-frifth of 1% of the GNP of the USSR, and less in the casc
of the European satellites and Communist China,

17. The area where the credits have becn most actively utilised
was the Middle Egpst, where the Yemen had drawn about two-thirds of
totnl bloc aid extended, and Syria and Egypt morc than onc-third.
In ’.sla, Cambodia has already used up almost one-half of total
credits and grants made available by the bloc. Srfghanistan has
drawn about 30%, ..ctual utilisation of bloc cconomic aid
represents nearly onc-quarter of the aild extcnded in India, and

15570 CONFIDENTL.L -8~
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one-fifth in Indonesia, Drawings on bloc credits have so far
been smallest in Africa, with one notable exception - Guinea,
where 36% of the credits cxtended nad been Arawn by mid-1962.
/frica as a whole has used only slightly morc than one-cighth

of the bloc aid committed to this continent. Of total bloc aid
promised to Cuba, less than une-tenth had been drawn by that
country by mid-{1962, :

18, This geographical distribution of drawings up to
mid-1962 reflects the chronological developmeni of Sino-Soviet
ventures in the field of economic aid since 1954. Originally
directed towards the Middle East and some selected Asian
countries, bloc aid to .Africa and Cuba is reclatively recent, and
can be expected to materialise in the coming years, unlcss the
donors or the recipients decide to modify drastically their
attitude regarding bloc economic aiaq. .

(c) Repayments

19. Repayments of bloc economi¢ credits were cstimated by
mid-1962 to total about F165 million, represcnting about 14%
of drawings, Morc than threc-quarters of thc total repayments
arc accounted for by India, Indonesia, Egypt and Yugoslavia.
Jsssuming that repayments will increase at the same ratc as

drawings, the net financial cost to the bloc of goods and

services under its ald programmes would continue to be about 86%
of the drawings,

(d) Ald procedure

.20, In early 1962, thc Soviet Government announced the
establishment of a special commission (Soviet State Commission
for Foreign Economic .)ffairs) at a supraministerial levcl,
attached directly to the Praesidjum of the Council of linisters,
in charge of -the co-ordination of Soviet domestic activity
concerncd with foreign aid. - This new commission comes in
addition. to. the alrcady existing dbut lower level foreign aid
committee (Soviet State Committee for Foreign Economic
Relations). o : - :

21. Some significant changes in the procedure of bloc aid
have been rcported, reflecting a developing sophistication and

.flexibility of aid programmes. For instance, the USSR has

found it necessary to provide commodities for sale on the
domestic markets of a number of less-developed countries, in
order to help raise the local currency needed for devclopment
projects included in dbloc aid programmes. Such agreemcnts
were concluded during the period under review betwcen the USSR
and Ceylon, Guinea, Indonesia, Nepal and the Somali Republic, .
ir. an effort to overcomc the danger of the rccipient countrics
slowing down progrcss of decvelopment programmcs by theip
inability or unwillingness to allocate sufficient domestic
rcsources for projects to be undertaken with forelgn assistance.

-9~ NATO_CONFIDENTIAL
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(e) ortance of bloc aid pr 5 e recipient
countries

- 22, The Sino-Soviet economic assistance rrogrammes, by their
ooncentration on some selected areas, have menaged to reprecsent
quite considerable contributions to the economic development of the
few major recipient countries of this aid. In others, where
Sino-Soviet assistance plays only a small marginal réle for the
development of the countries, bloc aid programmes constitutc merely
an economic foothold for the establishment of a symbolic. precsence.

23, A mong the first group of major rceipient countries, the
most spcctacular casc 1s obviously Cuba, whose cconomic survival
at prcscnt depends almost cxclusively on dbloc aid and trade.

From Fcbruary 41960 up to the end of July 1962, that country had
rceceived bloc cconomic crcdits equivalent to over 60 per
inhabitant, to be used in all vital ecconomic sectors: agricultural
mcchanisation, natural resources' exploration and exploitation,
industrial development, technical and expert advice, etc.

24, Afghanistan, the first country to receive economic aid
from the USSR (end of 1953), was reccently brought into the
limelight again, The total amount of credits extcnded has been
more than doubled during the period under review, to rcach
£515 million, or nearly 37 per inhabitant, which is all thc more
consideruble in view of the backwardness of /fghanistan's economy.
In addition, the country plays host to the largest numbcr of bloc
civilian technicians ever recorded in any single country (2,320)
and accounting for ncarly 255 of all Sino-Sovict civilian
technicians abroad,

25. In Africa, bloc aid efforts have becn mainly conccntratcd
on three major recipient countries: Guinea, Ghana and Mali. In
Guinea, where bloc aid amounts to over MO per inhabitant, reocent
developments have been unfavourable to further Communist
penetrati-n, In Ghana, the size of the USSR aid programme has
more than doubled since the last report and as a consequence,

Ghana has become the largest African recipient of bloc financial
aid, having accepted 196 million (#28 per inhabitant).

26, In Asia, bloc economic aid extended to Indonesia
totalled 644 million, though in view of the country's vast
population this represents less than g7 per head. Total aid
commitments to India have now reached 950 million, thus
maintaining India at the top of the list of rccipient countries.
However, the financial assistance requiremcnts under the current
rive-year plon are extrcmely high and Soviet participation
reprcesents about 9% of total foreign aid requirements. No
spectacular new development is to be rcported, but by the
implementation of its existing aid programme. the bloc continues to
makc its prescnce felt in India.

27. In the Middle East, Egypt, Iraq and Syria have continued
to draw on credits previously extended. In these three countries,
bloc aid contributes an important part to the economic devclopment
plans,

210 CONFID -10-
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28, In a large number of less-developed countrics, bloec aid
plays little or no part in the overall economic developmcnt,
/1d has often been accepted as a means of showing independence
of the West, or of proving ncutralism, Bloc aid offered in order
to establish a presence that might serve as an opening for
possidble penetration has bcen mainly directed to infrastructurc
projects, In some cases, the amounts accepted have dbecn fair
considerablc - Argcntina ZSHOM million), Ethiopia (Z114 m11110ﬁ§
- but no implementation has followed; 1in others, only one or
two bloc projects have so far been accepted (Bolivia, Cyprus,
Pakistan, Morocco, Iran, Brazil).

29, Finally, in a number of countries the size of thc bloc
ald programmes has more economic significance, without playing
any substantial part in the development projects of these
countrics (Somali, Tunisia, Yemen, Sudan, Nepal, Ceylon, Burma,
Cambodia). ' ' B

(a) Credits cxtended and drawings

30. Four ncw military aid agreements have bcen concluded
since mid-19641, Thc most important one, amounting to £70 million,
was signed in mid-1962 by the USSR and Indonesia. Before the
end of -1961, ‘the USSR also concluded an additional arms deal with
Iraq amounting to at least 50 million, which wes followed in
February 1962 by an agrecment with -8yria, The size of the
latter deal is not known, dut it might be as high as #40 million,
/. Soviet/Mgroccan agrecment in early 1962 of about & million
completcs the list of new military aid agreements.

34. The aggregate value of military supplies and equipment
already provided or committed unider bloc military agreements with
clcven less-developed countries (Indonesia, Egypbt, Iraq, Syria,
Cuba, Afghanistan, the Yemen, Guinea, Morocco, Sudan and Mali)
rcached a total of about £2.5 billien by mid-1962. If down
payments are deducted, financial assistance for milita;y
purposcs amounts to nearly 2.4 billion, coneisting of $0.6 billion
grants and discounts, and £.8 billion in the form of crecdits.

32, Substantial delivcries of Soviet military equipment and
supplies continued throughout thc period under review,
implementing agreements concluded since 1960. Indonesia remained
the major recipient, accounting for LO% of all Soviet arms and
military equipment so far delivered or promised to less-developed
countries of the free world, including Cuba. The Middle Enst,
where Iraq, Syria and'! t had concluded additional military
agreements in 1961 and 1962, was supplied with more military
equipment, Iraq and Egypt are to receive more advanced Jet
aircraft, tanks and other land armaments, as well as air-to~-air
and surface-to-air missiles. Cuba and .\ fghanistan have also
received additional military supplies,

—1- NATQ CONFIDENTLAL
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33. Almost all types of conventional weapons for land, sea
and air use have beecn delivered by the Soviet bloc. The main
source of military aid has becn the USSR, accounting for
threequarters of this kind of aid. Most of the remainder was
provided by Czechoslovakia., Contrary to economic aid, about 757
of all arms ordered have been delivered and the unfulfilled
commitments consist of orders for items requiring lengthy
production schedules (nnval vessels) or itcms for which operating
personnel are still to be trained (modern jct fighters). In
many instances, actual deliveries cf arms havc been started a few
wecks after the signature of the contract,

(b) Rcpayments

34, About $655 million is estimated to have becn repaid on
bloc military eredits., Such rcpayments represent more than 35%
of total military credits extended. Egypt has probably
reimbursed over 370 million, and Indonesia about F120 million.

(¢) Zmportance of Military Ald for the Recipient Couptrics

35« Soviet military aid has been concentrated mainly on
six countries: 1Indonesia (&1 billion), Egypt (over #500 million),
Iraq (%300 million), Syria (#280 million), .fghanistan (#100
million), and Cuba (#100 million). Indonesian military build-up
(naval, eir and land forces) Auring the period of tcnsion over
West New Guinea has becn bascd mainly on Soviet aid, which
provided more than #1 billion, including discounts and pricec cuts
valucd at ncarly #200 million, The Egyptian, Iraqi and Syrian
armies have all become depcndent to a largc cxtent on deliverics
of Soviet equipmcnt, cach of them using large quantities of ground
rorces' cquipment and also fighter aircraft. Both Egypt and Iragq
are receiving MIG.,21 fighters and TU,16 medium jet bombers, in
addition to defensive missiles of various types, Military aid to
Jfghanistan, mainly for lend forces, but alsc including deliveries
of 1light bombers and Jjet fighters, is increasing rapidly the
dependence of the military strength of that country on Soviet
assistance and equipment. Aid to Cuba amounted to over $100
million by mid-1962, but unusually large shipments began to arrive
in Havana thercafter,

36. Soviet arms aid has cnabled some of these countries to
build-up a military strength that might constitute a potential
threat to neighbouring countries, and the USSR 1is currently
expanding her programmc in complexity, whilc dcveloping the
technical capabllity of the recipient countrics to absorb more
advanced types of weapons,

37. MNost of the other recipicnt countries have obtained
mainly ground forces' eguipment in smaller quantities. This is
the case of Quinea, Mali, and Yemen. Norocco and India have
received air force equipment, the former a few Jet fighters, the
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latter transport planes and helicopters, (1)

III. IECHNICAHL ASSIST NOR

38, Various indications point to the increased importance
attached by thc bloc to its efforts to enhance its influence in
the less-developed countries by rendering technical assistance
to such countrics, and by allowing growing numbers of military,
tcchnical and acadcmic trainess from less-developed countrics
to train and to gain working expericnce in the Communist
countries, or in institutes built locally with bloc nssistance
and generally staffed by Soviet personnel.,

39. Contrary to earlier Sovict practice, during the first
half of 1962 at least five ,.frican countries concluded technical
agrecments separated from any major economic credit arrangements,
Special emphasis was given to Sovict technical assistance for the
cstablishment of state farms and for thec development of
agricultural co-operatives, Although this particular kind of
asslstance had already bcen extended earlier to some ..sian
countries, it never reprcsented such an important part of the
bloc ald programm¢ in these countrics, nor werc technical advicc
projcets so rapidly implcmented as in the Jfrican countries,

40, Another significant innovation introduced since 1962
consisted of providing préliminary on-the-jodb training under the
conduct of Soviet technicians in industrial establishments built
in the lecess-developed countrics with financial assistance from
the dloc. Under this new scheme, the Soviet technicians will
train Indian engineers in India before their departure for the
USSR, as well as Cingalese engineers, who might latcr be employed
at the rolling mill that the USSR has underteken to construct in
Ceylon. In particular, Cingalese technicians will be trained
at the Bhilai steel mill established in India with Soviet
financial assistance. This new procedurc rcduccs the length of
time and thc cost of thce training, while incrcasing the services
of bloc technicians already at work in the lecss-developed
countries,

41. The number of bloc technicians, both military and eivil,
has continued to incrcase rapidly, from é.790 by mid-1960 to

9,685 by mid-1961 and reaching 12,105 by mid-1962, which reflects
the increased tempo of both the implementation of cconomic aid
programmoes and military aid activities. - The number of military
tecchnicians increased by more than LOR over the previous half-year
to 2,540, while the civilian technicians rose only 1L%, to 9,5€5.

(1) The Sino-Indian border incidents delayed the promisecd
delivery of Soviet MIG,21 fighters and the establishment
‘of a factory for duillding sugh fighters in Indi?.

13- I.TO CONFIDENTL.L
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(a) civilian technicipns

42, During the first half of 1962, 69% of the 9,565 bloc
civilian technicians in less-devcloped countrics came from the
USSR, 22% from Buropean satcllite countrics and 9% from .
Conmunist China, Over half of the USSR nationals werec working
in /Lsian countries, The Middle Bast accounts for one~quarter of
the total number of Sovict technicians, with Egypt (700) and
Irnq (655) leading the list. Fifteen per cent of the Soviet
technicians went to Jifrica, mainly to OQuinea (495), Ghana (225)
and Nali (100). In lLatin America, 600 Soviet experts werc
rcported to be in Cuba, out of a total of 605 in this region.,

L3, The geographical distribution of the tcchnicians from
Buropean satecllites reveals that more than 37% of thcm were

.rcported to bec in Africa, In Guinea their number (540) cxceecds

that of the Soviet technicians, while in Tunisia no bloc cxperts
arc rcported other than from the European satcllitcs. Thc next
region where the European satellites are most active is the
Middle East, which accounts for another 30% of the number of
experts, followed by Latin America, where, in addition to the
300 satellite experts reported in Cuba, small numbers have been
at work in Juagentina, Brazil and Chile, There are only five
Asian countrics where European satellite experts have been
stationed, 90% of them in India and Afghanistan. :

U4, Communist China has a number of experts in three Asian
countries: Nepal, Cambodia and Burma; by mid-1962, there were
8till some 500 Communist Chinese labourers in the Yemcn, and the
Chinese have Jjoined other bloc technicians in Cuba, Guinea and
Mali, '

(v) Military advipers

45, Half of the 2,540 bloec military adviscrs in under-
devcloped countrics reported during the first half of 41962 are
stationed in the Middle East, and onc-third in .isia. By mia-1962,
400 military technicians were reported in Cuba. /Africa accounts
for only 65 out of the total. Indonesia and Egypt absorbed most
of the reccnt sharp inerease in the number of military advisers,
reflecting a large-scale implementation of military agrcements

concluded earlier, Small increases were also registered in
Afghanistan and Iragq.

(0) V : 8 [s) count 8 the blo

4U6. In at least two Communist countries - the USSR and
Czechoslovakia - special universities had carlier been
established exclusively to train students from the less-devcloped
countries, The number of acadcmic- students and tcchniccl
trainces from such countrics who have undertaken training in
Communist countrics has grown rapidly, but the sharpcst rise camc
in the field of military training. Between 1955 and 1960, about
141,700 nationals from less-devcloped countries went to thc bloc;

NATO CONFIDENTIAL “14-
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mid-1962, the total had risen to about 27i000, 10,000 being
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of this number about 4,600 were there for militory training. By
military trainees. Fifty-four underdevelopcd countries ere

now sending students to the bloc academic nnd voeationsal
institutions, but five countries (Cuba, India, Indomesia, Ireg
and Egypt) continuc to account for almost 70% of all the traoinces
sent to the bloc, Military training has so far becn extended,
or was being extended, to a cumulative total of 9,680 nationals
from underdeveloped countries, 70:. of this total came from
Indonesia and Egypt. T

(d) ablishm f te cal institutcs in less-
, eveloped countries

47. Increesing emphasis has been given to the establishment
of training institutes and centres in various less-developecd
countries, In the past, various Asian and !.iddlc Tastern
countries have had some kind of training centre, technological
institute or laboratories included on the list of projccts to be
asgisted by Soviet financial aid. (India, Burmn, Cambodia,
Indonesia, Eg'pt,) Special attention has more reccntly been
devoted to this particular field in .\friecao. Generally, the
USSR will assist in the construction of the institute buildings,
sometimes covering the entire cost, in furnishing the equipment
and in supplying the major part, tf‘not all, thc staff needed.
In aeveral countries, 2 dloc<built institution will be the major
or gven the solc centre for technical training.

IV. IRADE

- 4B, Sino-8oviet bloc trade with the less-dcveloped
countries(1) maintained throughout 1961 its upward trend
initiated in 1954, Total bloc trade turnover with fifty-two
less-developed countries outsids Burope -amounted to £0.7 billion

in 4954, #1,.8 billion in 1959, £2,2 dillion in 1960 and £2.9 billion

in 1961; i.,a. an increase of 23% in 1960 and another of 30% in
1961, Bloc trade with Cuba alonc accounts for about 70x of the
1961 increase. If Cuba is excluded, the total value of dbloc
trade with the less-dsveloped countries during 1961 increased at
a slower ratc (about 9%) than during previous ycars (207).

49. Cuba is now integrated into the Sino-Soviet econamic
system, During 1964, shc conducted about 80% of her total
forcign trade with the bloc (as against 205 during 1960, and
1,5% im 1959) and it can be expected that this share will rise
further during 1962, Cuba's trade in 1964 represented 30 of
total bloc trade with the less-developed countries (11% in 1960).

“—

(1) In the following paragraphs the words "less-developed
' countries" are intended to cover all the less-developed
countries outside Europe,
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50, 1If the exceptional casc of Cuba is disregarded, the
inecreasc in total trade turnover in 1961 wns roughly 20" in tae
casc of the USSR(1), 6,5% in that of the European satellites, and
therc was 2 reduction of cbout 12% in thc case of Cammunist China,
Thesc percentages reflect a continued declining trend in
commodity prices vhich affected some of the major commoditics
imported by the bloc (e.g. cocoa, cotton, tobacco and rubber),.
Whereas the value of bloc imports from Indoncsia and Malaya,
conaisting of more than 90:: of rubber, declined, the volumc of
rubber imported from these countries together rose about 30¢
The value of Ghanaion cocoa imports declined more than 50¢. but
the volume of thesc imports by the bloc fell only LOY.

51, The rdle played by the USSR in bloc trade with the
less-developed countries has been steadlly increasing. “hile
in 1954, ebout L5’ of this trade was conducted by the Nuropean
satellites, 30% by Communist China and only about 25 by the USSR,
in 1961 the USSR accounted for about 43, the Buropean satcllites
385, and Communist China 19%,

52. Cuba apart, the less-developed countries where bloc
trade represents an important share of their foreign trade remaincd
roughly the same as those mentioned in earlier reports. In 1961,
E t sent 43% of her expOrts to the bdloc from which she receivead
2E%pot her imports; Af istan's trade with the bloc amounted to
about one-third of her total exports, and the bloc provided about
4O of her imports, Syria exported about 25 of her total exports
to the bloc from which she received about 10% of her imports,
Sudan conducted 11% of her total trade with the bloc and Indonesia
and Cambodia sbout 10%, Burmese exports to the bloc (meinly rice
to Communist China) increased sharply in 1961 to reach about 19%
of total exports, but Burma reduced her imports from the bloc
during the year under consideration to £25 million, representing
about 12% of her total imports.

(a) The USSR's trade with the less-developed countries

53. According to statistics released by the Ministry of
Foreign Trade in Moscow, Soviet total foreign trade in 1964
increased by 5.7%, but trade with the less-developed countries
rose from 903 million roubles during 1960 to 4,450 million roublcs
in 1964, This trade, which represented ¥} of world Soviet foreign
trade in 1960 reached 145 in 1961; it now excceds both trade with
N/.TO countries and with Communist China,

54, Exports to the less-developed countries increased at a
faster rate than imports from these countries., In 19641, thoy
absorbed 31% of all Soviet exports of machinery, egricultural
and industrial equipment, including deliveries to thc rest of the
world (Communist countries included), as against 11% in 1966,

(1) Wesatern estimates based on statistical information provided
by the various less-developcd countries of the frec world.
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55. Imports from the less-developed countries still excecdcd
Soviet exporte by 109.5 million roubles. Part of this Soviet
import surplus is duc to regaymcnt- in goodsof military(1) and
economic assistance, Another main rocason to explain the
imbalance of Soviet foreign trade is to be found in thc vastly
increased imports of !‘alayan rubber, while Boviet exports to
that country are restricted,

56. The Boviet official 1list of trading partners during
1961 includ.s thirty-six less-developed countries outside
Europe; the recent additions were Libya, Togo, !1ali and Pcru.
About 50% of Soviet trade with the less-devclopcd countries is
directed to only four of them: Cubdba (36%), Egypt (1%),
Malaya (11%), and India (10Y),

57. The spectacular incrcasc of the USSR's trade with the
less-developed countiries results meinly from the exceptionnl
development of trade with Cuba, which inerecscd almost threc and
o half times during 1961 in comporison with thce 1960 lovel, In
1961, Cuba became the scventh most important trading partner of
the USSR, coming iimecdiately after the Sovict-occupied Zone of
Germany, Cgzechoslavakia, Poland, Comaunist China, Bulgaria cond
Roumania, . Soviet trade with Cuba. reopresented 55 of total
Soviet foreign trade, and over one~third of Sovict trade with
the less-developed countries, The Soviet Union imported
3,345,000 tons of sugar from Cudba, accounting for 96% of total
imports from:that country. 22% of Soviet oxports to Cuba con~
sisted of machinery and cquipment for agriculture and industry,
and another 17% of petroleum and petroleum products. The othcr
Soviet oxports to Cuba included fertilizers (5%) and stcel (5%).

58. BSoviet trade with Latin American countricg as a whole,
other than Cuba, remained at approximately the samc lcvecl rcached
in 1960, Soviet exports to &igentina declincd more than imports
from that country,. The exports of Soviet machincry un? indus-
trial equipment to this country. were one of thc few cxccptions
indicating a decline in 1961 as compared to 1960, The main
imports from Argentins arc hides and skins, vegetable oils and
wool, Brazil became in 1964 the USSR's second most important
Latin American tradc partner, The increase in total turnovcer
with that country resulted mainly from a sharp increase in the
import side, consisting chiefly of coffeec, cotton and cocoa.
Trade with Uruguay, Peru and Mexico represented less than 2x
of Soviet trade with latin /merican countrics.

59, Up to the end of 1960, Asia had been thc region with

which the Soviet Union had conducted the most important part of

her trade directed towards the less-developed countrics, but in
1961 Asia was overtaken by Latin /merica., Vithin this arca, the
most striking development was the 50% increase of total trade
turnover with Malaya, bringing her to the top of the 1ist of

(1) It will be noted that deliveries of arms and militery
equipment are not included in Sovict export statistics.
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Asian trading partners. This change was due to the considerablc
increase in Sovict purchases of Malayan natural rubber, and this
trend would havc been more marked had. the prices of natural rubbier
not fallen during the period under revievw, The Soviet trade
balance with Malaya has thus continued to show an increased dcficit,
with Soviet exports to that country representing an almost
negligible fraction of the Soviet rubber imports, It scems

likcly that such Soviet imports will be continucd during the

coniing years, even if the production of synthetic rubber in the
Soviet Union increases according to plan,

60, India is the nest most important /sian troding partner
of the Soviet Union. India increased her total trade with the
USSR during 1961 at o faster than average rate for /fsia as a wholc.
iilore than half cf thec Soviet exports to India consisted of
machinery and industrial equipment, and hnve more than doubled in
1961 over 1960, reflecting in part the continuation of thc Sovict
cconomic assistance programme, Soviet imports from India wcre
kept approximately at the same level as during 1560, They con-
sisted mainly of tea (25%), sacking and jute %20{), rope, fishing
ncts and synthet‘c fibres (20%), pepper and spices (11%%), raw
hides (10%).

64. Exporis of Soviet machinery and industrial equipment to
Indonesia, accounting for about 70% of total Soviet exports to that
country, nearly doubled in 1961 as compared to 1960, thus almost
balancing Soviet imports of natural rubber fram Indonesia. A
similar trend is noticeablc in Soviet tradc with iAT nistan, where
increased exports in 1961 were valued et twice the imports from that
country, S8oviet trade with Burma, Cambodia, Ceylon, Pakistan and
Thailand taken together amounted to less than 10% of total Sovict
trade with Asian countries,

62. ~  -* trade with the Middle East has only increascd
slightly ov.... '.60, By far the most important trading partncr
here is Egypt, who accounts for about 6L of total Sovict trade
with countries of that region, The decline of Soviet imports
from Egvpt wes largely duc to a poor cotton crop, and was compcn-
sated by the inerease of Soviet exports, consisting mainly of
machinerv and industrial equipment (uo%i, crude oil and oil
products (19%) and wood and paper (13%). The implementation of
the Soviet economic aid programme in Irag hos resulted in an in-
creasc of Soviet exports of machinery and equipment, representing
two-thirds of total Soviet exports, thus maintaining a considerable
credit balance over Sovict imports of Iraqi dates. Trade with
lg%ﬁ was kept at about the same level as in 196¢C, Sovict trade
with Syria showed a decline in Soviet imports, compensated by an
increase of exports among which machinery, equipment and petrolcum
products predominated. Iebanon, Cyprus and the Yemen accountcd
for less than 5% of Soviet trade with the Middle East.

63. In 1961, Soviet/Lfrican trade represented about 1% of
total Sovi~t foreign trade and less than 8% of Soviet foreign
tradec wit' the less-developed countries, Soviet imports from
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African countries declined sharply, but this decline was
compensated by a considereble increasc of exports to thcesc
countrics, Total trade turnover increased only slightly, the
main /frican trading partners of the USSR being Guinea, Ghana,
Sudan, Rhodesia and Nyasaland and, for the first time, Mnli,
Soviet imports of Ghanainn cocoa were sharply reduced, whilc
exports of Soviet machinery and cquipment continucd to increasc,
A similar emphasis on the Sovict export side wes noticenble in

Guinca and Mali, Sudan and Morocco were the only African

countries to increase their sales of 1local products to the
Soviet Union, although total tradc with thc lattcer declined as a
result of reduced Soviet exports to Morocco. Soviet imports of
copper from Rhodesia and Nyasaland were soriously curtailed in
1921. The other Zfrican countries, such @as Tunisic, Uganda,
Libya, Ethiopia, Algeria, Nigcria and Togo, accounted for less
than 12% of total Soviet trade with /frican countrics,

(b) e _European sat tes' tredc with thc less-develo
countries :

64. Trade with the less-developed countries (which repre-
sented a larger share of total foreign trade in the case of the
European satellites than in that of the Soviet Union), increcascd
in 1961 at about the same rate as trade with the Soviet Union.
The European satellites maintained trade relations with obout
fifty less-developed couniries and this trzdc was more evenly
spread over a greatcr number of countries than in the case of
the Soviet Union. Trade betwccen thc satellites and the less-
developed countries has shown in the past a nore steady trend,
increasing at a slower rate than Soviet tradc, but avoiding the
wild fluctuations occurring in the USSR's trade. Czechoslovakic
and Polgnd have generally played the rbdle of spearherd in the
bloc trade drive based on their longer traditions and experience
in the field of foreign trade relations,

. 65. About 70% of this trade was directed to eight countrics:
Egypt, Cuba, India, Brazil, the Argentine, Malaya, Indonc¢sia and
Iran. hocording to statistics based on information provided by
the various less-devcloped countries, European satellitc trade
recached #1,061 million in 1961 as agninst about £875 million in
1960, but here agnin the largest part of this increasc wns due to
the expansicn of trade with Cuba. If Cuba is cxcluded, the 63%
increase of the European satellites' trade with thc less-doveloped
countries outside Europc during 1964 resulted mainly from a
greater volume of exports while imports remaincd at cbout the
same level as the year before.

66. European satellite trade with thc less-dcveloped
countries in 1961 was distributed as follows: 37 to'Lutin
Amcrica, 20% to the Middle East (whcre the satellites trade
3till exceeds that of the USSR), 23% to fsim and 127 to Africa
where also the satellites' trade exceeds that of the USSR).

67. Trade with Cuba, which became the leading lcss-
developed country recciving sntellite cxports, experienced o very
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sharp increase in 1961, reaching over four times the value of trnde
= in 1960, Satellitc trade with Brazil and frgentina, though it
> declined somcwhat in the case of Brazill and wons kept at almost the
C/same level in Argentinc, i1s still at least thrcc times grecter
= than the USSR's trade with those countries. Similarly, the
ea European satellites continucd to play by far the most important
— rdlc in bloc trade with other Latin American countries, They
A increanscd slightly their trade with Uruguay and continucd to
= maintain sizcable trade relations with lexico and Peru ns wel"
& as with Colombia, Venezuela, Chile, British Guiana and Tcuador,
E where they are the only bloc countrics engaged in trade.

&) 68. The second most important arer towards which thc

= Buropecan sntellites are dirccting their trade is the Middle East,

— where they play traditionally a more important r8le than the Sovi.t
Union. In 1961, trade with that part of thc world was kept at
about the same lcvel as in 1960, resulting from a sli~ht dcercnse
in Europcan satellitc exports, compensantcd by an inercase in
imports from that areas, o t, who accounts for about 18 of
trade with all the less-developed countries outside Buropc, re-

1 imained an important source of supply of agricultural raw matcrinls,
Imports by the Duropcan satellites from that country incrcascd

by about 10% during 19{4, whilc exports to that country decreased
in the same proportion.

MISE EN

+ 69. The next most importont trading partners in this area
are Iran, Irag and Syria, accounting togethcr for about T7¢° of the
FEuropean satellites' trade with the less-developed countries,

The Lebanon, Israel, Jordan and, to a lesser extent, /Aden and
Cyprus accounted for the rest of Middle Eastem trade.

70. Trade with the ’sian countries increascd by about 20%
in 1961, mainly as a rcsult of a considerable increase of
Europcan satcllite exports to India and a similar trend in trade
with Indonesia, Tiaports by European satellites from Malaya dec-
creascd seriously. “Yhile in 1960 European satellitc imports
cxceeded cxports to that area by about 50°, in 1961 the balance
was reverscd, with cxports becoming slightly more important thon
imports.

71. The European satellites' trade with Africa is distribu-
ted over about twenty countries, amongst which the most important
are QGuinca, Morocco, Nigeria, Sudan, Ghana, Tunisia and Algeria.
In general, exports to African countries during 1961 increased by
about 25%, but imports from this region were kept at about the
same level as in 1960, nxports have steadily exccedcd imports
since 1959, In a number of African countries, the Europcan
satellites are maintaining the presenoe of the bloc with minor
amounts of tradc that are, however, of somc intercst for the
countries exporting tropical products. Such is the case in the
Portuguesc overseas province of Angola, and Congo, Cameroon,
Kenya, Ethiopia, Libya and Sierran Leone.
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(¢) Communist China's trade with the lese-dcveloped
countries

'72. During 1961 Communist China's trade with the lcss-
developed countries of the free world outstdc Purope expericncod
a violent shift townrds Iatin America, as r conscquence of tho
cxcoptiontl development of trede with Cuba, The gcographicnl
distribution of Communist Chincse trnde with the less-developed
countries in 4561 indicates that more than 28 . wns directed
towards Yotin /merica, as against hardly more than 10% in 1960
and less than 2; in 1959, ° Consequently, Chinn's traditional
trading partncrs, moinly ..sian countries, have sccn their share
reduced to nbout L4J. in 1961 as against é}% during 1960 and
about 75% in 1959, The part of the "'iddle ".ast and Africa was
reduced to 22. in 1961, as compared wi:th 26 1in 1960,

73. During 1961, Communist China's trade was carried on
with ten latin American countries, hine Asian, eight Middle
Eastern and eighteen /Lfrican countries, The value of total
trade with most of these countries is generally small, but
spread over a large number of countries, incdicating China's
tendency to nanifest her presence in as many countries as
possible, especially in Africa.

T4, Cuba's trade with Communist China increased more than
3005 over the 1960 level from about gLL million to £4174 million
in 1961, As a consequence, Cuba emerged suddenly as the most
important of all less-developed countries trading with China,
bypassing gountries with traditional trade links with China, _
such as Burma, Indonesia, }lalaya and Ceylor, Cuba mbsorbed 27
of all Chinese exports to other less-developed countries and
provided 35% of imports from these countries,

75. The internal economic difficulties and food shortages
were reflected in China's trade with other Asian countries,
where total trade turnover dropped by 22% as compared to the
years 1959 and 41960, thus returning to the level reached in
1956 and 1957. This sharp decline resulted mainly from a
considerable reduction of Chinese exports and of imports other
than foodstuffs,

76. Imports from Burma, consisting mainly of rice, in-
creased consfderably while exports to that country declined.
In 1964, Burma became China'g most important Asian trading .
partner, overtaking Indonesia, Malaya and Ceylon. Traditionally,
part of the rice imported by China from Burma is resold to
Ceylon in exchange for rubber, but Chinese exports to Ceylon 12

961 showed a sharp drop as compared to the previous year, while
impcrts from Ceylon, although reduced as compared to 1960. .
amounted to two and & half times the value of Chinese exporis.

line of
77. Trade with Indonesia experienced a sharp dec

Chinese exports to that country and a less important d”°112292f
Chinese imports. Chinese exports to Malaya were more or
maintained, while rubber imports showed a marked decline.
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Indian ti'ade with China suffered severely from the tension
= between the two countries, .

78. Chinese trade with the !liddle East also decreased, e&s
the imports from Egypt were considerably reduced, while those
from Syria increased. The only other noticeable modification
during 1961 @s compared ‘to 1960 results from £9.6 million exports
of Chinese goods to Irpan, witih whom previous trade had been
negligible, After a rapid increase of trade with African
countries during 1960, the level then reached was maintained
throughout 1961, although small-scale trade was reported with
a greater number cf African countries than in 1<60, Cormunist
= China's main African trading partner is Morocco (#12.2 million
- total trade turnover), followed by Sudan, Uganda and Guinea
7z (6.7 millio_n).

TURE PUBLIQU
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STATISTICAL ANNEX
Sino-Soviet Bloc Economic Credits and Grants
(1954-1962)

Sino-Soviet Bloc Military Credits and Grants
(1954-1962)

Sino-Soviet Bloc Technical Assistance (Number of
Bloec Personnel in less-developed countries)

Sino-Soviet Bloc Trade with the less-developed
countries of the Free World outside Europe

Bloc Economic Aid extended (July - December 1961)
Bloc Economic Aid extended (January - June 1962)
Recapitulative total Sino-Soviet Economic Credits
extended and drawn (1st January, 1964 -

30th June, 1962)

Bloc Civilian Technicians in less-developed
countries (January - June 1962)

Trade of less-developed countries with the Sino-
Soviet Bloc (1959, 1960 and 1961)

A, Imports
B. Exports
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CHART |

SINO-SOVIET BLOC ECONOMIC CREDITS AND GRANTS
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Chart Il

SINO-SOVIET BLOC TECHNICAL ASSISTANCE

Bloc personne! (Technicions, Experts and Labowers) in less developed countries of the free World outside Zwope (1
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CHART IV

SINO-SOVIET BLOC TRADE WITH THE LESS-DEVELOPED COUNTRIES OF THE FREE WORLD OUTSIGE EUROPE (1)

(Annval totals ot the end of each yeaor)
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BLOC EGONOMIC A.ED 'zémnz? P LESS-DEVELOPED
a
July to December lﬁl

(million U3 &)

: Bloec country extending aid
Area and country Furopean | Cormunist
receiving aid i "USSR |satellites] Thina Total bloc
Cyprus. . - - ] 1.4 I - 1.4
AFRICA ~ | 92.0 | uB.9 19.6 160.5
Ghana L2,0 ] 3 19.6 93.0
Mali T - 745 - 7.5
'Sudan 22,0 | = - 22.0
S Tunisia . .-l 28,0 1.10.0 - | - | - 38.0
ASTA A 199.0 | 101.1 1T 9.8 [ = 310.8
= "
Afghanistan - 196.0 - ' - 196.0
* ‘Cambodia - - e 3.4 i 3.4
India -- e | 37,200 - 37.2(P)
Indonweia - = 1 60,5 - 60.5
Noral 3.9 - 9,8(c) 13.7(¢)
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b) Of this amount, § 1,5 million was a grant.

r% Credits, unleass otherwise indicated.
c) Grants,
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TABLE IT

BLOC TCONCI'IC LIN WX NDC

January to June 1962
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Credits, unless otherwise indicated.
Of this anount, § 2.9 million was a grant,
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S] JOVIRT ECONOM
AND DRAWN BY LESS-DEV)

Fy by
JABLE 11X
CREDITS ARD GRANTS EX]
LOPED COUNTRIES OF THE ]

" (in million US 8)

l ‘ ¥conomlc cxt-edigs mis Drawings (b)
TOTAL T 4,903, 1,188 |
MIDDLE EAST ! 1,125 ‘ 2>

— — B o
] Iran . ; 6 S
: Iraq a6 | | e
-Syria 179 5
UAR 613 “%
r Yemen ha 2
AFRICA 6292 27

w Ethiopia , 1l g '
© Ghana X : 178 23
| Guinea " I - 128 A 15
Mali , . . 78 19
Somn11 58 1 73
Morocco A L2 0
' Sudan: % | 2¢ 0

; Tuni sia ‘ ! L6! o

[ ASIA - . [ BTy >
. Afghanistan o817 152
Burma ' ‘ 96 1
Cambodia =~ 12 -
. Ceylom 2o "
| India : 380, 2o
Indonesia 3 i o
Nepal - 28 :
L Pukiet_an 33 !
. LATIN AMERICA %67 2
. Argentina 104. %
Bolivia 2 3
Brazil 4 5
Cuba u57 L0
| EurorE 111 111
!( Yugoslavia 111 —

a)  Figures rounded to the nearest million, Addition of the new
credits to those mentioned in the 7th report C-M(62)13,

(v) Revised figures.
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TABLE 1V

0

S-DEVELOPED

(Jemuary - June 1962)
Numbere of persons are rounded to the nearest five)

a

ropean ommuni st]

Area and Country USSR satellites China Total mHoL
MIDDLE EAST 1,725 670 500 2,895
1. Cyprus "o 5 0 5
2. Iran L 20 -0 o] 20
3. Irnq A 655 175 o 830
L, Syrian >Bd Republic 225 200 0 425
5. United >3.o Republic 700 260 0 960
6. Yemen 125 30 500(da) 655
AFRICA 930 800 55(c)] 1,785
ﬂ. Ethiopia 30 0) 0 30

Ghana 225 30 o 255

w. Guinea L95 540 us 1,080
O. Mali 100 60 10 170
L1, Morocco 5 (o) 0 5
12. Somaly wnuﬁdu.»o . 50 -0 0 50
3. Sudan 25 o] 0 25
4. Tunisia 0 170 o) 170
ASIA ' 3,295 315 260 3,870
A5. Afghanistan 2,200 120 0 2,320
16, Burma 20 0 Lo 60
7. Cambodia 50 15 105 170
8. Ceylon. ___ . 20 .15 0 35
19, India . 510 155 o 665
20, Indonesia {00 10 0 yio0
21, Nepal . 15 o] 115 ‘130
2. Pokistan 80 . | 0 80
LATIN AMERICA 605 360 50 1,015
3. Argentina o] L5 0 L5
« Brazil 0 10 0] 10
m. Chile 0] 5 0 5
Cuba 600 300 50 950

qo Ecuador m o 0 5
_we OTAL 6,555~ 2,145 865(c)| 9,565
a) MNinlmum estimntes of personnel present for a period of one

month or more, Personnel engnged solely in commercial or

military activities are excluded,
(b) 1Including Bulgaria, Czechoslovakia, East Germany, Hungary,

(e)
(a)

Poland, and Rumania,

Including 10 technicians from North Vietnam in Guinen and

5 in Mali,

Including technicians and labourers,

NATO CONFIDENTIAL
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Notes refegringftg Tables V - A‘EQQ V-8B

(1) Data based on official trade statistics of the less
developed countries unless otherwise indicated as
_estimates (see (g)).

{(2) Sources for total trade:

statistics, IMF December 1962;
Trade - United Nations publication Statistical Papers,
Series T, Volume XII, 1-9.

(a) Annual rate based
(b) Annual rate based
(c) ‘Annual rate based
(4) Annual rate based
(e) Annual rate based
(f), Annual rate based

() ‘Estimates.

on

on

on

on

on

on

January
Jgnuary
January
January
January

Jgnuary

International financial

Direction of International

November 1961 figures.

}Ociober 1961 figures.

September 1961 rigures,
August 1961 rigures.

‘July 1961 figurcs.

May 1961 figures.

(h) 'In the column of % of total trade represents less than

0.5%.

n.a. Not availabdble.
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RCAZTDAANG

T/BLL V - A

E OF LESS-DEVELOPED COUNTRIES /ITH THE SINO-SOVIET BLOC

Imports from the Bloc(1l)

Countay In "o In L In ' % of
_a»wmm“ total | million total |million | total
—— import | #:5] rt
e .wmmmmmn..,.hmrhr.u...me..w.:..uqkw..g :
1. Cyprus 3.2 3 2.7 3 3.2 3
2, Iran .a 7 30.3 5 rw.mew 8
3. Irag 18,2 6 38.0 10 38.9(¢ 11
4. Isracl 6.2 1 4.2 1 6.7 1
5. Jordan 4.6 L 7.2 5 7.4 6
6. Lebanon 8.9 3 13.9 4 Hu.ome L
7. Syrian A.R. 19.9 1 19.3 9 18.6(a 11
8. UAR 183.6 30 158.9 25 166.2 21
AFRICA |
9. Algeria .4 1l 11.3 1 7.3 1
10, Ethiopia 1,8 2 4.6 6 4.1(c) L
11, Rhodesia
Nyasaland 1.3 (n) 2.0 1 1.9 (n)
12, Ghana . 10. 3 15,0 IN 21.1 5
13. Guinea 9.0 18 22,0(g) | 35(g) | 29.8(g) | u0(g)
15. Norooco 15.4 5 22.7 6 26,9 7
16, Nigeria 1.7 3 16.7 3 Hm.ompw 3
17. Sudan 12.4 8 16,7 9 22,0(d 10
18, Tunisia L2 3 6.7 L 20,1 5
19, Uganda 0.1 (n) 0.1 (h) 0.1 (h)
ASIA
20, Afghanistan| 32.5 L3 31.7 30(g) | 32.0 L0(g)
21, Burma 25.4 n 35.0 pV R 25,0(c) | 12
22, Cambodia 6.2 9 TR 1 12,3 12
23, Ceylon 36.4 9 32.4 10 18,2 7
24, India 78.9 4 T 3 pmr.mﬁpw 6
25, Indonesia 69.2 15 72.4 13 69.2(e 9
26, Malaya
Singapore 56.0 3 64,0 3 67.0 3
27. Pakistan 7.9 2 1.9 3 10.6 2
28. Thailend 3.1 1 5.5 1 6.3 1
LATIN AMIRTCA
29, Argentina 49.1 5 47.1 X L8.6(b) | 3
30. Brasgil 49,2 N 79.6 5 70.3 5
31. Chile 0.5 (n) 1.1 (n) 1.5(e) | (h)
32. Colombia 2.6 1 Sk 1 5.0 1
| 33, Cuba 1.5 | () |105.0(8) | 19(s) uwm.ome 85(g)
| 34. Guiana 0.9 1 1.3 2 1.4(b 2
35, Mexico 2.4 (h) 3.6 (h) 3.1 (n)
_ 36. Uruguay 11,3 8 15.0 7 b1 2
| 37. Veneruela 7.0 1 5.8 1 5.7(f) 1

See notes on page 35
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TABLEV - B

TRADE OF LESS DEVRLOPED COUNTRIES TITH THE SINO-SOVIET BLOC

Exports to the Bloc(1)

TI._..I.UHM.WJT_ 1550 I THT
Country PO in 7 ol In 7. of
_ million | total | million total “ million total
gﬁlkgk e -] rt
1. Cyprus 1.2 2 1.4 3 2.4 5
2., Iran 22,1 2 28.0 3 mm.me 3
uo HH-.‘ moH. H V'P H rom OW H
), Israel 5.2 3 5.8 2 7.0 3
5. Jordan 1.0 12 1.1 10 0.9 6
6. Lebanon 2.5 6 3.2 6 3.5(g 8(g)
7. Syrdiman A2, | 12,4 12 22,3 22 mm.iow 26
8. UAR 229.C 51 2443 45 208.6 43
AFRICA
9. Algeria 4.7 1 2.0 1 2.1 1
10, Ethiopias 0.4 1 0.6 1 11.3(e) | 3
11. Rhodesia
Nyasaland 15.0 3 17.0 3 12,0 2
12, Chana 6.2 2 22,7 7 10.5 3
13, Guinea 5.2 15 12.6 23 16.4 20(g)
1. Ivory Coast 5.6 &4 2.9 2 3.0 n.a,
15. Morocoo b7 b 16.0 I 17.6 5
16, Nigeria 4.1 1 9.6 3 m.mmaw 1
17. Sudan U0 8 23.6 13 20.6(a) | 11
18, Tunisia 4,7 3 3.9 3 7.8 7
19, Uganda 5.1 I 9.4 8
ASIA
20. Afghanigtan| 20.0 25 16.7(g) | 30(g) S.oMaw 33(g)
21, Burma 3.0 2 13.4 3 5k.1(e) | 19
22, Cambodia 2.5 N 7.0 13 3.5 5
23, Ceylon 5.7 7 37.5 10 33.9 10
2. India 110.4 8 108.3 8 me.rMuW 8
25, Indonesia 72.3 8 70.3 8 68.8(a 9
26. Malaya
Singapore 189.0 9 3.9 7 128.9 6
27. Pakistan 10.9 3 30,7 8 27.0 7
28, Thailand 2,4 1l 9.4 2 7.1 2
LATIN AMERICA
29. Argentina 54,2 5 61.1 6 55.9(b) | 6
30. Brazil 55.3 L 7.5 6 74.8 5
31. Chile 0.6 (n) 1.2(e) ?W
32, Colombia 2.7 1 8.1 2 2.1 (h
33, Cuba 16.5 3 w3.olg)| 22 478.0(g) | 75(g)
35, Mexico 1.5 (h) 1.7 (h) 4.6 2
36. Uruguay Nﬁ.r,_‘ 25 LA 10 14.9 ! 9

See notes on page 35
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PART III

ANALYSIS BY COUNTRY

MIDDLE EAST Paragraphs
Iraq 1-6
United Arab Republic 7-13
Syria 14-18
Cyprus 19-21
Iran 20-23%
Yemen 2427
AFRICA

Ethiopia 28-31
Ghana 32-38
Guinea 39-43
Mali Ly-48
Morocco L49-52
Somali Republie 53-57
Sudan 58-61
Tunisia 62-66
Union of African and Malagasi States 67-69
ASIA

Afghanistan 70=-77
Burma 78-83
Cambodia 84-87
Ceylon 88-93
Indonesia 102-111
Nepal 112-114
Pakistan 114-116
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LATIN AMERICA
Bolivia

Brazil

Cuba
Argentina
British Guiansa

Uruguay
Chile
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aragraphs

117-122

123-129

130-138
139
140
141
142
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MIDDLE EAST
IRAQ

Iraq is prodbably the one country in the Middle East
where Soviet bloc economic penetration during the twelve-month
period under review has made the most serious headway, although
so far there is no reason to conclude that the country can be
considered to be at the mercy of Soviet bloc economic pressure,
The increased Soviet bdloc influence in the economic field
resulted mainly from the near monopoly that the USSR hns
managed to obtain as a supplier of arms, military equipment and
advice, and from the important part the USSR and, to a lesser
extent other bloc countries such as Czechoslovakia, are playing
in the industrialisation programme of the oountry. Theese
developments are illustrated by the considerable influx of
Soviet bloc economic and militery technicians at present at
work in Iraq. By mid-1962, they numbered over 1,100, as
compared with about 765 one year earlier,

2. The Communist countries have now become the main
source of eccnomic development credits for Irag, as well as of
military .aiqd, The mest recent new commitments have been in
the military field, where, at the end of 1961 an additional
credit of £50 million was extended for deliveries of military
equipment, The total omount of credits so fer extended ia
equivanlent to 454 million (238 million for military and
#$216 million for economic aid)., 1Iraq is at present the sixth
largest recipient of Sino Soviet bloc assistance among the less-
developed countries of the free world, and the total amount of
credits on which Iraq can draw represents the equivalent of about
#63 per inhabitant,

3. Unlike the deliveries of military equipment that

followed ahortly after the signature of the arms deals, actuanl

drawings on credits for economic development up to mid-1962

were estimated at about ¥32 million, The pece of implementation
has been accelerated since the beginning of 1962, snd about 90%
of the Soviet ($182,5 million) and Czech credits (¥33.6 million)
have been earmarked for thirty-nine projects, mainly in the
industrial field, included in the five-year economic development
plan for Iraq (1§61/66), in which bloc credits represent about
12% of total planned outlay. Although a few industrial

projects have been undertaken in Iraq by Western firms, the
grenter part of Iraq's industrialisation progromme is dependent
on bloc aild, Construction was begun on a pharmaceutlonl faetory,
two grein silos and a nuclenr reactor, A contract for the .
first stage of the new Bnghdad international airport was awnrced
to Bulgaria,

41~ NiATO_CONFIDENTIL
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L. By the middle of 1962, approximately 830 bloc
technicians, of which over three-qunrters are reportedly Russians,
werc engaged in economic activities, in nddition to about
3¢0 militery advisers, At the same time, about 3,60C Iraqgi
nationnls have so for received some form of academic, technical
or military training in bloc¢ countries,

5. 1Iraq concluded a new trade agreement with Communist
China on the 18th October, 1961, under which the Chinese agreed
to buy 65,000 tons of low-grade dates from the 1961 date crop
of 300,000 tons, As the implementation of the bloc
finnneially-nssisted projects gathered speed, the bloc share
in Iraq's total imports rose from 2% in 1958 to 1@% in 1960 nnd
11% in 1961 (total Iraqi imports from the bdloc: 1958 - $60 million;
1960 - ¥38 million; 1961 - £38.9 million), Since more than
9C% of total Iraqi exports consist of oil products thet are
absorbed by the Western industrinlised countries, there is not
very much left that Iraq can offer to the bloc, By the end of
1961, the bloc share of Iraqi exports excluding oil amounted to
23 of the total, or #4.8 million,

6. Although the bloc has been able to substitute to a
large extent 1ts presence for that of the West in Iraq, the
country, which is largely dependent on its crude oil exports to
the West, still maintaina a position that gives its considerable
independence via-A-vis the bloc if 1t chooses to use 1it, One
notable cxception may possibly be in the military field, where
most of the equipment of the Iraqi armed forces is now of
Soviet origin,

UNITED ARAB REPUBLIC

Te Since the middle of 1961, the United Araoc Rerutlic has
attempted to steer a course at a more equal distance between ' loc
and Western economic influence, recognising her dependence on
both groups and trying to derive whatever benefits are avallalle,
irrespective of their source. A sherp tendency towards closer
economic relations with the bloc had characterised the Egyptian
policy prior to this revised attitude, so that in practice the
ncw course tended to favour the West somewhat more than
previously., The United Arab Republic's turning to the West for
economic aid has not altered the Soviet approach and deliveries
of military equipment, progress on the implementation of the
Aswan High Dam and of various other economiec projects included
in the 175 million Soviet ald programme and extension of new
credits by various European satellite countries were all continued
during the period under review, resulting in further increases

"in the number of bloc economic technicians and military advisers

in the country, The United Arad Republic attempted to shift a
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larger portion of her cotton crop to Western markets, so as to
increase her hard currency earnings, although imports from the
bloc continued to increase slightly in 1961 over 1960, without,
however, reaching the peak of 1959: exports to the bloc declined
rather sharply, in part as a result of the poor cotton crop.

8. With a total amount of economic aid equivalent to over
£680 million, in addition to more than g500 milltion oilitzry nid
cx%endzd by the Soviet bloc since the end of 1955, when the firs%
large-scale military assistance credits were extended, Egypt
remains the second largest recipient of bloc ald to less~dcveloped
countries in the free world, If actual utilisation of credits
extcended is considered, Egypt leads the list of such countries,
In the economic field alone over 220 million had been drawn by
mid-1962, The major project in this field is the Aswan High Dam,
which by its very nature 1is a project which will take a long time
to complete and concerning which it is difficult to estimate if
it is proceeding on schecdule, Public announcemcnts during 1962
exgressed confidence that thec first stage would be completcd in
1964. Data supplied by the United Arad -Republic on dbloc economic
credits as at the end of February. 1962 showed contracts concluded
for 290 million, under ncgotiation £23 million and crcdite still
available of #2G3 millien, Repayments of Soviet military credits
ar¢ reportedly at the rate of about #45 million a year, and
repayments on other obligations have becn estimated at sbout
£13 million a year, .

9, The main source of dloc economic assistance is still
the USSR: 325 million for the Aswan High Dam (extcndecd in twe
Slices: the first in 1958 and the second in 1960) and thec linc
of crcdit of #175 million extended by the USSR in January 1958 for
a considerable number of projects mainly connected with the
industrialisation pregramme of the United Aradb Republic,

10, In 1962 Czechoslovakia extcnded a crcdit of about
357 million for capital goods, Hungary was reported to have
agreed in principle to a linc of credit totalling approximately
£17 million, and Poland was contemplating in late June the
cxtension of a $20 million credit for capital goods(1),

11, About 960 bloc economic tcechnicians werc at work in
Egypt during the first half of 1962; of these, 700 werc from the
USSR, the largest group being employed on the Aswan High Dam,
Since 1955, about 1,56 Egyptian nationals have undcrtaken some
acadcmic or technical studies in bloc countrics, and at lenst
the same number has received military training.

(1) The agreement for such an amount was concludcd on
5th July, 1962,
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2 Egypt's total trade turnover with thc bloc dcelined to

about 8375 million from thc lcvel of about Z4O3 million rcached
in 1960 and gL13 million in 1959, The main bloc purchasers of
Egyptien goods rcmained the Europcan satellite countrics as a
wholc, but in 1961 the USSR overtook the satcllitcs as a supplicr
of goods to Egypt. 1In both imports and exports, the bloc sharc of
total Unitcd Arad Republic forcign trade in 1961 rcmeined sbhout
thc same as in 1960 (at 24% and 437 rcspectively), which is below
the pcak reached in 1959 and even less then thce bloc share in
total United Arab Republic tradc in the ycars 1957 and 1958, The
itcd Arab Republic continued to negotiante trade and paymonts
O agrecments with bloc countries, and agreements were concludcd with
= Albania, Bulgaria, Communist China, Czechoslovakia, thc Soviet-

eccupled Zone of Germany and the USSR, The agreement with Albanin
Z wns thc first concluded bctween these two countries and came after
= Albania's ostracism by the USSR,

UREPUBLKNHE

T
g

13. The cnthusiasm for closcr economic relations with the
bloc that prevailed scveral years ago has waned and therc has becn
an increasing number of rcported complaints from Egyptians about
Sovict equipment, the availability of sparc parts and Sovict pcer-
formance, Nevertheless, the UAR Government is still secking the
continuation of extcnesive aid from the bloe, as well as from the
frece world, a more acute interest in Western cconomic assistance
having been gencraotcd by a serious lack of hard currcncy. #ith the
cxccption of the military field, the economic leverage at the
disposal of the USSR has tendcd to decline, and pressure on thc
United Arad Rcpublic would probably be noticed by the Africen
countries, where it might damage the efforts of the USSR to dcvelop
a favourable image in Africa, espccially South of the Sahara,

SYRIA

14, On 28th Septcmber, 1961, Syria's union with Egvpt was
cnded, nnd the USSR was thc first major powcr to recognisc an
L)independent Syria, Since then, continued instability in the Syrian
y)Govurnment has limited incrcases of bloc economic activity, although
::work on secveral projects continues, No new cconomic aid has so

rfar been cxtended since Syria regained her independencc; the bulk
~ of Sovict cconomic aid was cxtcndcd as long ago as thc second hnlf
- of 1957, Howcver, an additional military aid agrecment resulted from
M a visit to Moscow by a Syrian military mission in Fcbruary 1962,
thus increasing thc dcependence of the efficiency of the Syrian army
etill further on bloc r’ 1’ tary assistance, Soviet cconomic
technicians, largcly o > in o1l exploration and railway con-
struction, were estim - number about U425, much beclow the pcak
reached during 1959, ¢S, r.an trade with the bloc rcmaoincd almost
h~unchanged- thc main increascs in her exports to the bloc resulting
y;rrom the bloc acquiring large amounts of a bettcr cotton crop in
Z) cxchange for fuel oil nnd wood products,
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15« Bloc economic assistance to Syria at the present
level is not believed to constitute a serious threat to
Western interests in the country, so long as Viestern attitudes
remain in favour of continued aid to Syria. Of a total amount
of 179 million credits extended, about £65 million had been
actually drawn by June 1962. Bulgarian work on reclamation in
the Ghab area and Soviet construction of the Lataki-Qanishli
rajilway was pursued,, and seemed to be well received in Syria.
Some criticism of other Soviet projects, the Homs fertiliser
ractory and the petroleum exploration, was reported, the former
for a lack of progress, and the latter because of the poor

quality of the equipment, and the large number of Soviet personnel
required for the work.

16. Technical assistance was continued on a large scale,
both in the fornm of bloc technicians sent to Syria, and Syrian
students studying in the bloec. Syrian statistics indicate that
in early 1962 some 315 students were studying in Communist
countries, two-thirds under scholarships from the bloc, compared
with about 2,000 studying abroad in the free world, nearly all
of them at their own expense,

17. The Soviet bloc is currently maintaining its position
as a majer market for Syria's cotton, amd it is anticipated that
the bloe will purchase about half of Syria's 1961/62 cotton
exports, The share of the bloc in total Syrian commodity exports
represented about 23% during 1960 and has increased to about 26%
in 1961; however, Syrian exporte in repayment for bloc aid may
not be reflected in those statistics,

18. Bloc military assistance still represents the main
source of concern for the Viest, all the more since Syria remains
one of the more active participants in the campaign against
Israel., In addition, it offers a possible point of penetration
into the Syrian army, which is the strongest force in the
political field.

CYPRUS

19, Apprehensions that Britain's entry into the Common
Market would adversely affect Cyprus's largest export market
facilitated trade overtures from the Soviet bloc. Bilateral
trade and payments agreements providing for the exchange of
Cypriot agricultural products for bloc manufacpured oods were
signed with the USSR in December 1961, and d&ur.-g 1962 with)
RBulgaria, Czechoslovakia, Hungery, Poland arl Roumania, These
agreements involve potential trade of about #g14 million, or more
than double the value of Cypriot/bloc trade in '961,

20. On 19th December, 1961, Cyprus concluded an agreemernt
with Poland for the improvement of the port of lamagusta, and
granted permission in Spring 1962 to bring into the country A
ly-man team to begin work on the project, but by the end
of June the team had not yet arrived.
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21, Cypriot trade with the bloc totalled about 6 million
in 1961, as comparcd with some g4 million in 196@, As n
pereentage, of Cyprus's total trade, exchanges with the bloc
amounted to less than 4% in 1961, n slight increase over the
previous yenr,

IRAN

22. No basic change in bloc strategy aond tactics towards
Iran was discernible in the period under review, the USSR making
further efforts to conclude a treaty of non-aggression with Iran
without success,

23, The composition of Iran's trade with the bloc in 1961
did not vary significantly from that of previous years, although
total value of trade is estimated to have risen from €58 million
in 1960 to 77 million in 1961, The bloc supplied about 8% of
Iran's imports, and took about 3 of her exports (21% of her
non-petroleum exports), The volume of trade with the USSR is
likely to increase in the future, in view of the revised quotas as
agreed in the trade protocol signed in June 1962,

YEMEN

24. Bloc economic activity in the country has remained at a
virturl standstill since the middle of 1961, No new bloc credits
were extended, and there was little progress on projects included
in earlicr egreements, The Soviet and Communist Chinese
Governmcnts begnn to put pressure on the Yemen to repay previous
credits, which the Yemen was in no position to do, This is not
to say that the previous performance of the Communist Chinese in
bullding the Sana - al Hudaydah road had not favourably impressed
the Yemenis, but the inadequacy and deterioration of the port
facilities at al Hudaydah attrected some criticism, '

25, At the end of 1960, the number of bloc technicians in
the country wns estimated ot about 650, By the middle of 1962,
their numbers had bcen drastically reduced, owing to the departure
of the majority of the 500 Communist Chinese technicians and
labourers who had worked on the road-building project.

26, The bloc pressed trade promotion, and occupied an
importaent position in severnl key items (exports of coffee, and
imports of sugar, textiles, matches and petroleunm productss- No
marked changes in the level of bloc trade occurred, although the
USSR tended to concentrate its business in the hands of a small
number of merchants, and scems to have been less inclined to enter
into barter agreements exchanging Yemenl coffee for Soviet products,
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27. The absence of any ncw bloc credits, the Communist
Chinesc delay in thc building of a long-promised textilc factory
and the criticism of the Soviet-constructed port facilities at
al Hudaydah may eventually have an adverse effect on the bloc's
position in the Yemen, although much will depend on thc¢ future
political evolution of the country.

AFRICA
ZTHIOPIA

28. There have becn no significant developments in
Ethiopia's relations with the bloe since the middle of 1961, in
spite of an agreement in principle to procecd with 2 long-
standing Soviet offer to build an oil refincry at ‘ssab. Of
the §$100 million Soviet credit extended to cthiopia in 1959, so
far only $2 million in cash and small sums for technicnl services
have bcen drawn, The only project under way 1is tho counstruction
of the Baherdar technical school, which is a Sovict gift
announc -1 in March 1960 end which is schedulcd to be completed
by th 2 of 1962. No other project includcd in the Soviet aid
agree. ans 8o far been started. On the 20th January, 1962, a
contract was signed for the construction of a canvas shoe factory
under the Czech credit of {J10 million extended in 1959, but
failure of the Ethiopian budget to provide funds dclayed
initiation of the project.

29. The lack of any progress is also shown in the number
of Sovict technicians in Ethiopia: about 30 werc reportcd during
the first half of 1962, as compared with 120 onc ycar carlier,
Fifty Soviet technicians that prepared the initial survey work
on the oil refinery at Assab left the country in 1962 after thc
completion of this preliminary work.

30. The same stagnation can be reported in the ficld of
trado, Total trade with the bloc amounted to about §5 million
both in 1960 and in 1961, and no new trade agreemcnts Were
concluded with dloec countries during the period undcr review;
noti ithstanding some publicity efforts, the bloc made little
pro; 'ess in seclling its products, and Ethiopia's trade with the
bloe represcnts not more than 2% of her total trnde.

31, Aid to “thiopia from bloc and Westcrn sources hﬂ% been
inhibited by the conflict between Ethiopia and the Somall Republic,
Aid to Ethiopia tonds to alienate the Somalis, while aid to the
Somali Republic irritates the Ethiopians. This is a situation
whi- faces any country extending aid in this area.
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GHANA

32, 8Since the last report, Ghana has considerably
strengthened her ties with the bloc, Financial assistance for the
economic development of the country from the Soviet bloc has more
than doubled during the period under review, more trade and pay-
ments agreements have been signed, including long-term commit-
ments to buy progressively greater quantities of Ghana's major
export commodity - cocoa, 250 bloc technicians are currently st
= work in the country, and in 1962 about 525 CGhanaians werc under-
=~ taking academic and technical training programmes in the bloc,.

& Up to now, Soviet aid activity has been primarily directed to

= surveying and project negotiations, reflecting a prudent lag

=~ between the offers of credit and the beginning of actual con-
struction, Ghana has becn, together with Hali, the African country
where Soviet economic activities have teen stepped up most con-

% siderably.

RE PUBLIQUE

MI

33. The total amount of credits at Ghana's disposal by the

, middle of 1962 reached ,.196 million, of which so far only sbout

:'16 million have been drawn. It consists mainly of credits

= extended after Nkrumah's fund-raising tour of the dbloc in the

— summer of 1961, The USSR has so far extended in total $95.4 milliom,

7 poland 26.6 million, Czechoslovakia $24 million, Hungary 7 million
and other European satellites (Bulgaria, Noumania, Albania and the

) Soviet occupied Zone of Germany) $10.4 million; Communist China

O $19.6 million, The credits from the USSR and the Curopean

= satellites bear 2.5% intercet, whereas the credit extended by

& Communist China is interest free, In general, most of these

~credits are designated for Ghana's industrialisation programme,

= including the establishment of 1ight and medium industries,

FIE

34. Except for the rcceipt of 1L, aireraft in 1961 and the
cngagement of bloc crews, only the hydrogeological survey has so
— fAr been completed, Feasibility studies for four Soviet state
 farms were carried out, Under Polish credits, feasibility studies
pnwere reportedly completed for eleven projects and contracts were

signed for a factory to produce light metal products, and another
Qto produce hand tools, An agreement was also signed for an inte-
~ grated sugar can project, including a plantation, a refinery and
-8 distillery, The Czech credits are to be used for 22 projects,
A subjcet to feasibility studies, and specific agreements; a hydro-
Eelectric feasibllity survey was completed, and various projects

agrcements were signed, A contract was awarded to the Sovict
occupied Zone of Germany for the construction of a printing works
at Tema, expected to cost about 32 million. Hungarian, Bulgarian,
= 'oumanian and Albanian projects were all still in either the
= fensibility study, or the project negotiation stage. So far, the
#Communist Chincse line of crecdit has apparently been untouched.

OSUR

ED -

DECLAS
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35. In August 1960, Ghana had contracted for the delivery
of a number of civil aircraft by the USSR, Those deliveries were
completed by the middle of 1961, but Ghana soon discovered that
the Soviet IL.18s involved heavy operating loases, and she had
to withdraw six of the Soviet aireraft from West African routes,
replacing them with British Viscounts, Moscow reportedly
agreed to take back the aircraft, and provide replacements on a
lease basis, Out of the 250 bloc technicisns in the country,

50 were Soviet aircrew personnel, and the Ghanaian Alrways sent
75 of their personnel to the USSR,

36. At least 75 military trainees went to the USSR out of
o lOG-man quota announced in September 1961, In spite of
continued indications that military aid might be acceptable from
the bloe, the internal security forces remain so far free from
bloc influence,

37. Ghanaian trade with the bloc in 1961 dropped about 15%
from the level achieved in 1960, Although imports from the bloc
increased, exports to the bloc dropped sharply, leaving Ghana with
a trade deficit with the bloo of about $10 million, Exports to
the bloc accounted for about 3% of total Ghanaian exports, and
imports for 4K of total Ghanalan imports. Soviet bloc imports
from Ghana in 1962 should be substantially higher, in view of
bloc commitments to buy an increasing share of Ghana's cocoa
production, :

' 38, The most striking aspect of Ghanaian developments
during the period under review has been the country's ability to
extract massive aid commitments from both Enst and West without
accommodation to either, The bloc has now awarded more economic
crcdits to Ghana than to any other African country, and Western
commi tments are now nlso substantial, The World Bank, in
canjunction with the United States and the United Kingdom, has,
since the end of 1961, undertaken a firm commitment to finance
most of the Volta River project,

QUINEA

39, Bloc relations with Guinea, where Communist aid is most
heavily concentrated, if account is taken of the small population
of the country, have deteriorated since the Guincan charges of
bloc complicity in an alleged local plot againat the Government
at the end of 1961, During the first half of 1962, s gradual and
limited re-orientation of Guinea towards the West has been
attempted, Guinea accepted aid from the United States; she
npplied for membership of the IMF and the IBRD, and made soundings
on the possibility of rejoining the franc zone, She tried to
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induce the members of a ‘iestern consortium to take over opcration
of the major bauxite industry, and adopted & more positive policy
towards foreign private enterpriese. During the first half of
1962, thc bloc undertook no ncw major initiatives in Cuinea, with
the cxccption of the provision of a $13 million credit.

0. In March 1962, the USSR extendcd a ;13 million crcdit,
of which $8 million was to cover Guinea's imports of industrial
comnodities under a five-year credit at 2.5% intercst. For the
first time, Bulgaria extended aid to Guinea in the form of a
»> million credit for technical assistence, These credits brought
the total of bloc aid to about %125 million, of which about
@17 million had becen drawn by the end of the period under revicw,
Drawings on the remaining credit balances can be cxpected to be
hecavy during the ncxt year, as Soviet supplics arrive for the
polytcchnic institute, 8 hospital and the Guincan railways, By
thc middle of 1962, the following projects had been complected:

a printing works cquipped with the assistance of thc Sovict
occuplicd Zone of Goermany; a radio station® a cannery- four
model dairy farms: new berths at the port of Conakry: all with
Sovict assistance, Further progregs has becn made on a number of
Sovict projects, including a 125-room hotel, thc Conakry s?orts
stadium, a hospital, the polytechnic institute, and Guinea's rail-
ways and roads, Czcchoslovakia had earlier completed the cvstab-
lishment of the Guinean Ngtional Airline, and began work on a
tannery and shoe factory. The Soviet occupied Zone of Germany

was constructing an open-air theatre, and complcted the instalment
of a public address system in Conakry. Poland delivered six
trawlers, cquipped a cinema and contimued her hydrological survey,
Of all the Communist Chinese projects agrecd to in 1961, only work
on an expcrimental tea plantation was undcrtaken., Somc criticism
of bloc aid was voiccd, comparing the suitability of bloc cquip-
nment to local conditions unfavourably with equipment thet the West
could supply; the motivation of such criticism was seemingly
rclated to Guinca's efforts to obtain greater Western aid and to
the. régime's tendeney to blame outsiders for its own shortcomings,

DECLASSIFIE - MISE EN LECTURE PUBLIQUE

41, Further deliverics of arms from the bloc werc reported
during the twelve months under review, of which s-me may have been
transshipped to Malil, More rcccntly, two coastguard cutters have
arrived in Conakry, A certain amount of small arms may have gone
to various ncighbouring ‘frican countrics, including in particular
somc to the Portuguese overseas provinces, The results of bloc
military training assistance have improved thc quality of the
Guinecan army, which has doubled in size since 1960, and is now
much better equipped,

42, More than 1,000 bloc technicians are still reported in
Cuinca, althourh by the cnd of 1961 a total number as high as
1,450 had becn reported, In addition to technicians working on
cconanic development projects, significant groups werec working in
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such ficlds as cducation, aviation, diamond mining, electric
utility operation, medicine, printing end fishing. The major
difficulties that bloc technicians have cncountered, apart from
cool Guinean trecatment as a result of the genernl re-~oricntation
of the country, are their inability to spenk French and thc

lack of interest of their Guinean counterparts in pursuing joint
tasks, A number of Guinean students were recslled by the
Government from the USSR because the Guinean Government thought
that they might have become exccssively oriented towards the
USSR, Most of them subsequently returned to the USSR. About
685 Guincan students and technical trainees were studying in
bloc countries during the first half of 1962.

L4L3. Guinca's trade with the bloc inercased substantinlly,
rising from £35 million in 1960 to L6 million in 1961,
rcpresenting about 33% of Guineca's total trede. The bloc took
about 20% of Guinea's exports and supplied about LOT of her
imports, so that the Guinean trade deficit with the bloc for
1061 was nearly %13 million. For the first few months of 1962,
the trade deficit with the bloc continued, and rcnched about
£3 million.

MALI

L. Since the beginning of 1962 Mall has been one of the
most important targets for bloc economic activity in aAfrica.
By the middle of 1961, Mali had accepted a long-term Soviet dloc
ercdit of gulL4.4 million and Czech credits totalling #12.5 million.
This first wavc of bloc financlal assistance was followed by a
military assistance crcdit of unknown vanlue extcnded by
Czechoslovnkie for a period of five years, and bearing an intcrest
rate of 2,5%., During the latter part of 1961, Poland extendcd a
crcdit of £7.5 million, and during the first half of 1962 the
Soviet Union added a new credit of #11 million, followed by
Bulgaria, who put at Meli's disposal #2 million. 1In
Jnnuary 1962, the terms of a 1961 Communist Chinesec credit werc
divulgcd for the first time: they provided for supplies of
goods and serviccs valued at 19,6 million, and for repayment
over a ten-ycar period beginning in 1971 free of interest. On
18t July, 1962, Mali adopted a national currency not tied to the
Frcnch franc, and demonstrated increased readiness to accuept bloe
assistonce to replace French aid. The primary motivation behind
this trcnd scems to be the desire to curtall dependence on
France; Mali has welcomed aid from almost any sourcc, including
the United States, the United Kingdom, thc Fcdernl Republic of
Germcny and Isracl. Recent developments tend to indicatc thnt
Mnli's economic dcpendence on the bloc will incrcnse, but so for
bloc nid delivered is only a small fraction of that belng
supplied by the West, The most significant economic inroad
that the bloc has made in Mnli is probably in the ficld of civil
nviation,
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o L45. Out of a total amount of 97.6 million so far put at
the disposal of Mall by the bloe, about :19.2 million had bceen
& drawn by mid-1962, The USSR has agreed to build a railway linking
= Ramako with thce Guincan railways at Kouroussa, to assist in the
'Jguolnp;ical prospecting, in the improvement of navigation on the
%Nigur River, in constructing a cement factory, a stadium and a
natlional cadre training centrcec, Soviet agricultural machinery
LTJand equipment is to be supplied to an autonomous ageney to
administcr cotton and rice production. Lbout 700 Joviet tech-
— nicians, including some tcachers have been promiscd to assist in
=~ various fields in Mali., The Communist Chinese would provide
 tcohnicians for ricc cultivation and irrigation projccts. This
= major agricultural comnlex, concecived by the I'rench, is one of
the principal development projects for Malian agriculture,
Z. Czcchoslovakia will supply lorries, aireraft and pilot training
= and construct a textile factory, two peanut-processing factorics
= nand an assembly factory fTor bicycles and agricultural equipment,
@Czcchoslo\mkiu w1ill aolso supply equipment for hospitals and for
prcss and information activities, Other bloc projects arc still
, under survey, or have so far not becn defincd.

W6, Mali has reccived some military cquipment from the bloc
through Guinca, and 15 Sovict military pcrsonnel werc prescnt
in Moli at the end of 1961, most of them at the Malian Army
Hcadquarters in Bamako,

CLASSIFIE

L7, Bloc participation in thc sensitive and prestige-
) ing military and civil transport ficlds is alrcady wcll
& acdvanced, but more basic development projects of potential
~ economic bcnefit to Mali are still in the planning stage.
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L,8. As a result of the establishment of a currcney no

= longer ticd to the Frenc zone by thc end of Junc 1962, Malien

imports may experience a substantial shif't towards thc bloc,

S8inec the 1960/61 scason, Mali has sold the bulk of her major

crport commodity - peanuts - to the USSR and Czcchoslovakia, and

) there is 1ittle else she can sell. Mali's persistent tradce

E dcficit, with exports representing only 5% to 15% of imports ovcer
the last fuew years, will continuc to compcl the cxternal

& rfinanoing of most imports, so that Mali will probably seck

Bizcoable nid from both the bloc and the 'lest to financc her

A imports, Previously, France had bought almost all Mali's

= pcanuts at above world prices, and the Franc zone in 1961

pl" supnlied 60% of Malian imports and the rest of thc Europcan
I'conomie Community about 15%, wherecas the bloc supplicd only

about 13%,
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MOROCCO

49. The Moroccon Government maintained its policy of
non-alignment, stressing its reliance on the West for trade and
aid, whilc insisting on its right to decal with dbloc countries
for financinl and technical aid in various fields. During the
pcriod under revicw, a military agruvement was signed with the
USSR in early 1962, and Morocco has received from Poland a
#4.8 million economic credit, and from Czechoslovakia a credit
of $0.4 million. The bloc has repeatcdly shown willingness to
grant the country sizeable economic development credits, but so
far increased Western aid and Moroccan cautiousness have delayed
acceptance of any largc-scale bloc assistance. The number of
bloc experts in Morocco is extremely small and consisted mainly
of nbout 22 Soviet military technicians who wcere maintaining the
Jct aircraft reccived by Morocco as a grant from the USSR in
Februnry 1961. Morocco's foreign trade continued to be over-
whelmingly directcd towards the Wesat, the sharc of the bloc
representing about 6% of total Moroccan trade in 1961,

50. The credit extended by Poland in the first half of
1961 amountcd to #4.8 million at 3.5% interest, repayrble over
seven years, is supposed to cover delivery of machinery,
equipnent and technical assistance for the construction of n
sugar beet refinery. The Czech credit is repaycble over five
years at 3% interest, and is to be used for the development of
Morocco's copper resources. About five Soviet technicians hnd
completed, by mid-1962, feasidbility and site-location studics
for a shipyard at Tangiers. So far the bloc has apparently not
been called upon to build the shipyard, although the USSR
repeatecdly offered to finance it.

51. Moroccan imports from the bloc (primarily fr the
European satellite countries) have increased from 22,8 million
in 1960 to .£26.9 million in 1961, representing about P& of total
imports. Those imports include the traditional purchases of
creen tea from Communist China. Exports to the bloc increased
from $16 million in 1960 to $17.6 million in 1961, representing
about 5% of total Morocean exports. Morocco's unfavourable trade
bnlance with Communist China was further aggravated in 1961 by
increased Moroccnn purchases of Chinese green tea, whercns
Communist Chinese purcheases of Moroccen phosphates declined,
lcaving an unfavourable balance of about £5 million for the year
1961, reflecting difficulties in trade betwecn the two countries.

52. Although the bloc slightly expandcd its influence in
Morocco during the twelve-month period from mid—l961'to mid-1962,
with small economic and military credits, the régime's leader-
ship seems to have used bloc presence in the country as a me nns |
of countcring the left-wing opposition. In fact, thc opposition
criticised the recent nrma agreement with the USSR becousc it
increased the régime's capacity for internal repression.
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SOM."LI REPUBLIC

53. The ré; ime in powcr somewhat strengthened its position
in 1962 and reaffirmed its bnsic non-alignment policy, but in
proctice it continued to demonstrate morc sympathy nnd prefcerence
for the West than for the bloe. Although the Somali Republic
will soon experience n greatly enlarged bloc presence as a result
of the Sovict economiec 2id progremme, it secms unlikely that
Somali's orientation will change significently in thc near futurc.
After an originnl Soviet credit of $52.2 million, an additional
credit was accecpted by the Somali Republic for a 50 KW short-wnve
radio station and two hospitals, for which the USSR will provide
personnel and training facilities for Somalis. In December, the
USSR, like many other countries, sent rclicef aid to flood
victims, although this effort was small compared with those of
the Unitcd Kingdom and Unitcd States. In addition, the
Somali Rcpublic has rcecived a Czech crcdit of gL.2 million.

Nonc of those credits has so far becn drawn and during the first
half of 1962 subsidiary agreemcnts werc signed for the use of the
various credits extended.

54. The projects under the Soviet aid programme includc
three state farms, an agricultural training centrc, several
food proecessing factories and water resource development.
Final contracts have so far not been signed for thc construction
of n degp watcr port at Berbdbere, A proposed Soviet geological
project has been taken over by the United Nations, the USSR dropped
a projecct for A hydro-elcctric dam on the Guiba river, reportedly
because she fclt the scheme was overambitious, No projeet has
so far becn complcted for the utilisation of the Czech credit,
but it is expected that under the Soviet grant programme the
construction of two hospitals, a secondary school and « printing
works will be undertaken in the second half of 1962. About
LO Sovict technicians and 10 doctors were reported to be in the
country during thc first half of 1962. Somc 175 Somall students
were studying in thc bloc, slightly more than half of thcm in
the USSR, about 100 in the European satellites,and 30 1n
Communist China. Some of the students returncd from the bloc
disenchantcd with their training.

55. Somali/bloc trade during 1961 was insignificant.
Only a small guantity of Somali cotton, hides and skins havc been
exported to thc USSR, but when the utilisestion of bloc credits
starts, thc Somali Republic will direct more exports to the bluc
in order to repay the credits provided.

56. In general, the USSR is building up a well-conceived nid
programme, extending into kcy sectors and including both projects
of immcdiate utility and major long-term development schemes.
Implcmentation will involve a sizeable Soviet presence for at
least three or four years, and a major expansion of the state
scctor of thc economy.
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57. Military oid may be considercd by the USSR, but
continuing and substantial Unitcd States, United Kingdom,
Italian and Egyptian presence in the Somali Republic should
1imit the leverage avallable to thc USSR resulting from her
cconomic efforts. '

SUDAN

. 58. The Government maintained good relations with the West
while increasing its contacts with the bloc. The first economic
and technical assistance agreement, signed with the USSR, was
concluded in November 1961, Under this agreement, the
Soviet Union is to assist financinlly and technically in the
construction of three grain elevators, four canning factorics,
an asbestosg cement factory and in the estsblishment of experi-
mental veterinary and agricultural rescarch laboratories and of
an cxperimental cotton selection station, Sudan has long been
fearful of concentrations of bloc technicians in the country,
and her turning down of offers for Sovict mcdical and
cducantdional training centres reflects this concern.

59.” During the second half of 1962, the Sudnnese Government
granted landing and overflight rights to the Soviet civil airline,
thus facilitating the estrblishmént of Aeroflot routcs across
middle Africa and down the Last coast of the continent, By
mid-1962, thec agrcement had been approved but not yet implemcnted.

60. About 25 Sovict technicinns startcd the construction
of grain storage facilities and of a dairy farm. Most of the
projects proposcd ore still in the technical study phasc, and?
nonc of the bloc crecdits so far extcnded has beun drawn.

61. Sudan's imports from thc bloc increansed from
#16.7 million in 1960 to ¥22 million in 1961, representing in
cach ycar about 9% of total imports. Exports to the bloc in
1961 amounted to $24 million, slightly more then in, 1960 and
ecuivalent to Just over 13% of total cxports.

TUNISIA

62. Since the extension, by the end of 1960, of a Polish
#8 million linec of credit, the Sovict dloc has steadily tricd to
incrcaese its influence. In August, 1961, Tunisin accepted a
credit of $28 million from the USSR and thereafter a 10 million
long-term credit from Czechoslovakia, At the same time, the
bloc showed increased interest in trade with Tunisia rlthough
by the end of 1964 the share of Tunisinn trade with the bloc
did not excecd 6% of her total trade. Thre number of bloc
icchnicians employed in Tunisia reached about 170 during the
first half of 1962, of which about’ 110 were Czechoslovnklien

=55~ NATO CONFIDENTI..L




DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

NATO GONFIDENTI AL -56—

AC/12T-D/119

and some 4C Bulgarians, Tunisian receptivity to bloe econumica
overtures is still tcempered with caution and scepticism, and the
acceptonce of Soviet ald as a demonstration for neutralism has
not altered her, fundamentnl sympathy for the West,

63. The Polish credit of 1960 has been earmarked for
projects including a sugnr beet processing plant, a fishing tcat
shipyard, a concrete block factory and n phosphate plant, The
USSR credit i1s to be uscd for bullding six irrigation dams and
establishing a national Technical Institute at the University of
Tunis, The terms of the Soviet loan were criticised in the
Tunisian press (3% interest with repsyment over twelve years in
Tunisinn produets chosen by the USSR, or in convertible currcncy).
A8 the USSR has not specified the natlionality of thc staff for
the National Technical Institute, Americans or Swcdes hnve bteen
reportedly considered for various teaching posts, During thec
first half of 1962, a contract was signed under the Soviet credit
for o dam on the Oued Kesseb, No detalls on the usc of the
#10 million Czechoslovnkian credit were available by mid-1962,

64, Earlier Czechoslovakian efforts connected with trade
and technical assistance seem to have met with s~ difficulties
during the second half of 1961, when the Tunisir~i. i u-crnment
requested the replacement of all the Czech techn.cians
(who partly filled the gap left by the departure of the French
attached to the Secretariat of Public Works) under the accusation
of politicel activities, Nevertheless during t!. - .°st half of
1962, the number of Czech technicians in the cou. . s increased
to about 110, including some 70 nurses and docto. s, fbout
4O Bulgarian technicians, primarily architects for low cost
housing projects and city planning engineers, were reportedly
at work in Tunisia under the scientific and technicrl co-operation
ngreement concluded in 1961,

65. Tunisian imports from the bloc have steadily riscn sinece
1959 from gL4.2 million to 6.7 million in 1960 and $10.1 million
in 1961, more than half of this trade being directed towards the
European satellite countries, Tunisian exports to the tloc,
which reached g4,7 million in 1959 and only £3.9 million in 196C,
rose to $7.8 million during 1961, Total Tunisian exports have
been declining steadily since 1958 to about £110 million in 1961
of which the bloc share represents 7%, Total Tunisian 1lmports
have, however, steandily increased over the same period, reanching
about 210 million in 1964, of which the share of bloc countrics
represents less than 5%, Tunisian trade with the bloc is almost
balanced in contrast with a henvy Tunisian trade deficit with
the free world, /8 a result of its dwindling foreing exchange
rescrves, Tunisia may well scek to expand further her bilateral
trading arrangements with bloec,
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66, So far, drawings on bloc credits have been negligible
and there is8 no indication that the bloc has been caoncentrating
its efforts on any particular sector of the Tunisian economy,
The bloc has tended to diversify its nid while utilising long-term
credits tied in with technical assistance and the sale of capital
goods, but although the bloc may have estublished a first foot-hold
Tunisia still looks mainly to the West for both aid and trade,

QTHER AFRICAN COUNTRIES
UNION OF AFRICAN AND MALAGASI STATES

(Cameroon, Central African Republic, Chad, Congo (Brazzaville),
Dahomey, Gabon, Ivory Coast, Malagasy Republic, Mauritania, Niger,
Senegal and Upper Volta)

67. Ever since the establishment of the above-mentioned
union, providing for mutual consultation among members on foreign
policy matters, the bloc has tried to expand trade and initiate
nid programmes without much success, Nevertheless, during the
first half of 1962, Niger, Danhomey and Senegal concluded trade and
technical assistanee agreements with the bloc. The first bloc
overtures to meet with any success eame from Czechoslovakia,
Poland and the USSR, all of whom concluded trade agreements with
Niger. None of those countries has so far accepted financial
assistance from Communist countries,

68. With the exception of the Ivory Coast, Gabon and
Malagasy, the economies of the Afro-Malagasy Union states are weak,
since most of their basic exports are tropical agricultural
products, which are diff'icult to export profitably, except to
the protected French market, The Communist bloc appears to these
countries as a potential and important new outlet for such
products as peanutas, coffee, palm oil and bananas, The case of
Camcroon has, hawever, shown that the Soviet bloc does not provide
a stnble market for African exports, The European satellites
had increased their trade with Cameroon, taking up 8% of the
country's total exports in 1958 and 1959, Bloc imports of
Cameroonian goods dropped to less than 3% in 1960 and was further
reduced in 1961, Similar trends have been discernible in some
other states of the Union,

69. It is still too early to assess the degree of vulnerability
of the countries belonging tc this group to relations with the
bloc, Most of them are slready committed to neutrallsm in
foreign policy and have learnt that a way to get more attention
and assistance from the West is to develop relations with the Enst.
The increased rble played by the Common Market, the possibility of
United States' interest in the field of aid and trade, nare
important elements that will play a part in the future cconomic
orientation of the above-mentioned countries.
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ASTA
AFGHANISTAN

70. During the period under review, Afghanistan is thec frce
world country wherc the USSR mad~ her most impressive gains,
Cubg apart. New Sovict credits extended during thec twelve-month
peripd ended 30th Junc, 1962, have morc than doubled thc total
financial assistancc cxtended since early 1954, Morce than
0.5 billion of Soviet cconomic aid has becn committed since
1954, The Soviet military programme in Afghanistan continued to
cxpand, and the country is now completely dcpendent on the USSR
for military equipment and training: over 2,300 Soviet expcrts
were rceported to be at work in the country during the first half
of 1962, the largest amount of Soviet experts in any single
country, whilc more than half of Afghanistan's total tradc is now
dirceccted towards the USSR, )

71. The Afghanistan/Pakistan crisis and the stoppagec of
tradc across the border has affected progress in United States and
German Federal Republic aid projects in Afghanisten, and disrmptcd
Afghanistan's important bilateral tradc with India., The dramatic
saving of a part o Afghanistan's vital fruit crop through a
Soviet-organized cmergency airlift considcrable enhanced Afghan
estcem for Soviet coonomic relisbility,

72, In October 1961, Afghanistan accepted two Soviet credits
totalling $196 million, and, during the first half of 1962,
another $100 million credit., This assistance has been provided
on extremely generous terms, with lengthy amortisation periods
of thirty to fifty years for major Soviet credits, at an intercst
ratc of cither 2% or, in some cases, with no interest at all.
Repayment of the larger credit will not start until 25 ycars after
thc aid has been used, thus enabling Afghanistan to discharge the
carlicr Soviet debts beforc repayment of the new credits bcegins,
Approximately $360 million, including the carry-over of §58 million
from the first five-year plan is available for the second five-
year plan, drawn up with the assistance of twenty-five Soviect
economists, which began in March- 1962,

73. Projects under thc second plan earmarked for Soviet
assistance are mainly in such ficlds as hydro-clectric power,
roads, irrigation and petrolcum development, as had been thc
casc under the first five-ycar plan. In addition, Soviet assist-
ancc is now allocatcd to cducation, technical training, agri-
culture, housing, city planning and geological survey. It sccms
that the USSR has insistcd particularly on the acccptance of the
cstablishment of a polytechnic institute that could cventually
graduate 300 engineers cach year.

1.0 _CONT'IDENTIAL ~58-




DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

-59- NATO CONFIDENTIAL
SCZ127-D/119

74. Afghan leadcrs have becn favourably impresscd with the
spccd and efficiency with which the bloec instituted and conducted
most of 1its projects. In May, the sccond Czcch coment factory was
complcted in the North-eastern part of the country. Together with
a fruit-tinning factory in South-central Afghanistan, all the
projccts under the Czech credit of §5 million oxtended in August
1954 have now becn complcted. Further progress was made on all
bloc projects except petroleum exploration and the Salang pass
tunncl and road, on which work had to be suspended for the winter,
No commecrcially cxploitablc oil has dbeen found, and the future
prospects are not very promising, The drilling tcams did discover
a natural gas ficld which may have commercial possibilitics. The
Nussians arc working on the road linking Kandahar, in South-
central Afghanistan, with the USSR town of Kushka, The Afghan
Government has continued to resist Soviet cfforts to establish
scveral mechanised state farms that would rcquire about 2,000
additional Soviect techniciqns to enter the country.

75. The /.fghan armed forces, consisting of over 100,000 men,
arc cquippcd with Soviet material, Since mid-1961 delivcrics of
som¢ ground equipment, ineluding T.SY4 tanks, have been continucd,
and the military airfield ncar Shindand in ‘/cstern Afghanistan
which will be able to accommodate the largest military plancs is
almost completed. More top-level Soviet military adviscrs began
to arrivc after Marshal Sokolovski's visit to Afghanistan in
October 1961, B

76. The closing of the Afghan/Pakistan border gave additional
tradc advantages to the bloc, The Soviet airlift operation
rcscucd part of Afghanistan's fruit crop that would normally be
consumed in India and Pakistan, Although data on /ffghan's forcign
tradc are scarce, it is gencrally believed that total Afghan
trade with the USSR in 1961 reached about the same level as in
1960 (49 million), which might represent between onc third and
onc half (according to various sourccs) of Afghanistan's total
forcign trade., In early 1962, the basic tradc and payments agrce-
ment betwecen Afghanistan and the USSR was rencwed for the
eleventh time, providing for some incrcase in their tradc and the
import of $12 million worth of Soviet consumer goods to gencrate
local currency needed for Soviet economic aid projccts. Ncw
trade protocols with Czechoslovakia and Poland were also signed,
although trade with thesc countrics will continue to be small.

Low Soviet prices are stimulating sales, '

.77. Although the Afghan Government sccms determined not to
allow 1its disputc with Pakistan to affect adverscly its ‘relations
with the Jest, Soviet influcnce has expanded considerably, ang
*fghan dependence on thc USSR in the military and foreign trade
spheres, in addition to the considerable strain rcsulting from
the size of the public debt incurred by the country as a
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consequence of the bloc economic aid so far drawn, totalling
obout ¥155 million by mid-1962, have further weakened
Afghanistan's ability to maintain her policy of non-nlignment,
The USSR has continued her efforts to expand her penetration by
favouring the teaching of the Russian language, both at Kabul
University and by providing courses available to Afghan military
officcers and .,fghan Press Department personnel, /is long as the
difficulties resulting from the strained relations between
Afghanistan and Pekistan remain unsolved, it seems likely that
the USSR's influenee in the country will grow still further.

BURMA

78, During the opening months of 1962, Burma agein
experienced a militery coup, and the first events following the
change of governmcnt tcndced to be to the disadvantage of the free
world, whose assistance programmes were curtalled, No new
credits were extended by the bloc to Burma, but the implementation
of the Communist Chinese economic credit of 84 million, cxtended
in 1961, maintained Communist China in hc¢r leading r8le os the
major supplier of economic aid to Burma. Burma's trade with the
bloec, although substantially increased in 1961, ran into
difficulties resulting from the imbalance between its large
exports of rice to the bloc and its lmports from them,

79. About one-half of the Communist Chinese credit has
been allocated to such projects as a plywood factory, a sugar
mill, several cement factories, a textile mill, & bicycle tyrc
factory, a bridge over the Salween River, two smgll hydro-clectrie
power stations and a 265-eile road, In March 1962, a Sino-Burmese
board for the implementation of economic and technical co-operation
ngreements wns established, The Burmese apparently had hoped
that part of the Chinese credit could be devoted to the agricultural
scctor, but they were informed in September 1961 thet such items
as fertilisers, agricultural machinery and irrigation pumps were
not availatle, Burma 18 also encountering some difficulties in
the purchase of tractors in the Soviet Union, and had been
trying to obtain authorisation from the USSR to purchaee Czech
tractors, possibly with a Soviet credit,

80, The three Soviet "gift" projects (a technicnl
institute, a hospital and a hotel) were formally turned over to
Burma in July 1961, but by mid-1962 the hotel was still not in
operantion, An Israeli firm has undertaken the management of
the hotel, but insisted on aslterations costing an additlonnl
#£200,000 before opening the doors,
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84, During the first helf of 1962, about 60 bloo
economic technicians were reported to be at work in the country
two-thirds of which were Communist Chinese, and the rest ’
Ruseians, In addition to preliminary surveys for the
establishment of various factories scheduled for implementation
under the Communist Chinese credit, they were also studying
possibilities for the expansion of the steel mill at Insein,
The twenty Soviet techniciens consisted half of doctors at
the USSR gift hospital, and the other half were at the technical
institute, About seventy Burmese students were Btudying in the
bloc (half in the USSR and half in European satellite countries),
The USSR has made available an additional ten scholarships to
the Patrice Lumumba Friendship University in Moscow, and some

. Burmese -students may start technical training in Communist China

when the economic agreement is implemented,

82, Burma's trade with the bdloc rose substantially in 1961
over the 1960 level, owing to the considerable exports of rice
to Communist China, . Burmese imports of bloc supplies amounted
to ¥26 million in 1961 as compared with 35 million in 1960,
representing about 12X of total Burmese imports., Burma's fear
of not being eble to dispose of her rice surpluses has led the
country into trade arr ments with dbloc countries that have
not always been to Burma's advantage,. During 1961, Burma
exported a total valus of #54 million (representing about 20%
of total Burmese exports) consisting mainly of rice to Communist
China, as against only £13.4 million in 1966, and hardly more
than ¥3 million in 1959, Shipments of Burmese rice to bloc
countries have dbuilt up balances which may praove difficult to
liquidate, and therefore amount to extending interest-free
credits to the bdloc, The Soviet debit was levelled considerably
by oil deliveries, but the Communist Chinese debit aggregated
over. 14 million as at 30th April, 1962, As a result, the
Burmese allocation of rice exports to Communist China for 1962
was reduced to .200,000 tons, as against 350,00(¢ tons in 1961.
The Burmese have apparently insisted .that the rice sold to
Communist China would be for their own use, rather than for
export to other couritries such as Cuba.and Ceylon, since 1in the
past rice exports to the bloc .have often been shipped to other
destinations. The Communist Chinese have in the past generelly
used Burmese rice for payment of imports of Ceylonese rubbdber,
and there are no indications that Communist China intends to end
what has become a usual practice, ) .

83, Although the position of the West may have been
weakened by the coming into power of General Ne Win, 1t cannot
be said that the bloc has made much headway in Burma during the
period under review, The projects extended as a gift by the
Soviet Union have created more embarrassment than goodwill,
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while the implementation of the interest-free Communist Chinese
loans are still in the stage of preliminary surveys. Burma
has discovered that even if the Sino-Soviet bloo cen be a
worthwhile market for her agricultural produce, it does not
provide an easy source of supply for the type of equipment and
machinery most needed by the country,

CAMBODIA

84. No new bloc ald has been extended to Cambodia since
the last report, although the Cambodian Government asppears to have
no obJection to the expansion of bloc trade and aid programmes,
So far, about 70 million worth of credits and grants have been
extended by the bloc, Communist China is the mailn source of bloo
financial assistance, with grants amounting to about g60 million,
the remainder consisting of credits and grants extended by the
USSR and credits from Czechoslovakia, Of this total, more than
£30 million had been utilised by mid-1962,

85. Of the projeets already completed, the tw¢ most
successful were the Soviet hospital in Pnompenh and the textile
factory at Kompongcham, built by Communist China, The
geologlical survey started in 1957 and the Pnompenh - Sihnmoukville
railway undertaken by Chinese teams were completed and the
technicians left Cambodia, The construction of a radlo statiorn
was completed in September 1961, and preliminary work or. the iron
and steel mill to be bullt with Chinese assistance was a_so
finished, ' The cement factory under construction was de.ayed
owing to antagonism between the Communist Chinese techni:ians
end the first Cambodian director, who was replaced before the
end of 1961, On the 2nd May, 1962, the Soviet Ambagsador
prcesented models and plans for the technological instituts to be
built at Pnompenh, on which rapid progress has been reporiad,
After prolonged negotiations, agreement was reached by the end
of 1961 with Czechoslovakia for the construction of three saall
factories that had been offered in November 1968, Machinery
and equipment valued at #4.6 million will be supplied undetr credit
by Czechoslovakia for a sugar refinery, a tyre factory and e
tractor-nssembly factory. In December 1961, Czechoslovakia
agreed to provide Cambodia with threce 6,000 kW generators umier
a fiftecn-year credit valued at g3.4 million, At the end of
1961 Czechoslovakia was awarded a contract to provide on n eredit
bnsis a ceartridge factory for the production of small arms
nmmunition, With thé¢ completion of several projects in
Combodia, over 140 technicians from the bloc had left the couwntry,
leaving about 170 behind. Over 100 of them are Chinese, and
50 Russians, The USSR agreed to extend for two years the tours
of Quty of the 25 Soviet specinlists assigned to the hospital and
to continue to provide without charge the required drugs and
chemicals,
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86, Ccmbodia's trade with the bloc declined sharply from
£21 million in 1960 to $16 million in 1961, 1Imports declined
from giL.4 million to 12,3 million, while exports to the bloc
werc halved, from g7 million to 3.5 million, thus continuing
the large trade deficit that Cambodia hrs accumulated with the
bloc. The share of the Communist countries in Cambodia's
total trade remaincd about the same in 1961, nccounting for
approximately 128. During the period under review,
Czechoslovakia presented a large trade exhibition in Pnompenh
in February 1962, and the industrial end agricultural equipment,
as well as a wide range of consumer goods, were sold on the
local market after the exhibition closed. Czechoslovakia
seems to be determined to maintain her presence and was
reportedly planning to send ships on a regular basis to the
port o: Sihanoukvilie, One-third of the total amount of rice
released for cxport in 1962 was bought by Czechoslovakia and
the USSR, at prices reported to be about 2€% above the local
export price, '

87. 1n spite of some Aifficulties encountered in the
implementation of bloc assistance, it would seem that this aid
has received wider and more favourable publicity in official
statements and in the Cambodian Press than Western aid,
Sino-~Soviet aid has been considered to be more "disinterested"
than Western aid, and-there secms to be a reluctence to
connect bloc initiantives with Communist political objectives
in Cambodia, Nevertheless, Cambodia has not accepted military
aid from the bloc, and there are no indjcations that the
government would be ready to accept anti-aircraft guns and jet
fighters offeréd By Czechoslovekia and the USSR,

CEYLON

88. The Sino-Soviet bloc has made strenuous efforts to
capitalise on the internal political and economic difficulties
which Ceylon is now experiencing. The attcmpts to utilise
close ecdonomic relations to promote political objectives
culminated in the Soviet Ambassador's public statement in
November 1961 -in which he linked Soviet ald to Ceylon with the
foreign policies of the two countries, The Cingalese
Government, in an effort to stem criticism from the Opposition,
has made efforts to accelcrate the implcmentation of-the bloc
economic aid programme, which has been dragging on since the
extension of o line of credit by the USSR of £30 million in
February 1958, The Government has established a stnte
corporntion to manage thc imports and distribution of petroleum
products that entered into agrcements with the USSR and Roumania
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for the purchase of petroleum products, a corporation to
implcment and operate the steel rolling mill scheduled to be
built with Soviet ald, and a governmental engineering corporation
te design and implcment projects in the public sector, some of
which will be partially financed by Soviet credits,

89. No new bloc credits were extended during the twelve-
month period under review, but out of & total amount of #58 million
put at Ceylon's disposal, and consisting mainly of a 30 million
Soviet credit and a 26 million Communist Chinese nid programme,
severnl contracts for further implementation were signed,

Progress up to mid-1962 had bveen slow, as only £6.1 million hnaa
so far actually been utilised, Under the Soviet programme, two
projects are to be mentioned, $6,.8 million hns been set nside
for the construction of a steel rolling mill, and 5.9 million
for a stnte~owned tyre and tube factory to be completed by 1965,
The USSR abandoned six of the sixteen projects originnlly inclulded
in the 1958 economic nid agrecment, and any balance of the

£30 million credit that is not utilised before the expiration of
the agreement in 1963 might be made available in goods, the
proceeds of which could be used by Ceylon to finance the local
costs of Soviet projects under construction,

90. .In May 1962, Communist China renewed for another five
years the sid agreement comprising the 15.8 million grant
extended in September 1957 ond the 10,5 million iine of credit
extended in September 1958, It is understood that Communist
China will provide a textile mill end supply a large amount of
rolling stock for Ceylon's state-owned railways, The failure
of the Kantall sugar plantation scheme to reach its production
target has caused some criticism regarding bloc aid, and concern
has been expressed over Ceylon's ability to service the debts
she 18 incurring with the bloc, but these considerations hnve
not affected the government's willingness to expand economic ties
with the bloc.

94. About thirty-rive civilian technicians from the bloc
werc reported to be ot work in the country, twenty of whom were
Russians, which reflects the fact that implementation of bloc
economic aid programmes has so far been negligible,

92, Ceylon's total trade with the bloc in 1961 wns about
#52 million, Exports to be bloc declined by 10% from the level
renchcd in 1960 and imports from the bloc dropped by Lu% from the
1960 level, As a rcsult of new trade agreements signed with
scveral bloc countries, trade with the bloc is expeoted to
increnase significantly in 1962, They provided for bloc purchases
of atout half of Ceylon's production of raw rubber and almost nll
sheet rubber, while the bloc is expected to supply approximately
one~quarter of Ceylon's requirement of petroleum products for the
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next few years. The first shipment of Soviet petroleum to enter
Ceylon was “zlivered in Mdarch 1962, In late Lpril 1962, the
Government expropriated more than one hundred “estern-owned petrol
stations to be operated by 1ts now Cingalese petroleum corporation,

+93. The most remarkable recent deveclopment in the Sino-
Soviet economic offensive has thus been in the field of trade,
wherc the bloc has gained a pesition of considerable importance
in such key industries as petroleum, rubber and steel. Notwith-
standing the lack of tangible progress on ecoromic aid projects
that led to a certain amount of disappointment among the
Cingalcse, the Government is contimuing to reinforce its
economic links with the dbloc, .

INDIA

94, 1India's rclotions with the Communist countries continue
along the previous lines of both cautious expansion of economic
relations with the Soviet bloc and a sharp decline in those with
Communist China, Among the more important developments arc to:
be mentioned the purchases of helicopters and transport planes
from the USSR, the Soviet contract to supply India with jet air-
craft engines and the Soviet offer to supply India with two
squadrons of Mi1G-21 Jjet fighters, together with the manuf :turing
facilities ¥v produce more of these aircraft. India's trade
contimuéd to increase with the dbloc as d whole, although tradc
with Comtunist China dropped sharply in 1961 and is expeccted to -
disapnear altogether in 1962, :

95, Although Czechoslovakia was the only dloc country to .
extend an additional credit of about $6 million . during the secondi
half of. 1961, approximately $750 million is still availablc for
assistance of the implementation of the third five-year plan.

So far, out of a total of %950 million extended by the dloc (of
which at least ‘§810 came from the USSR), less than $200 million
hns actually been drawn (of which $175 million 6n the Russian ‘
credits). Among the projects so far completed, the Bhilai stcel '
mill, handed over in carly 1961, is by far the most important, and
in Mobruary 1962 India signed a contract under which the USSR will
undertake to raise the capacity &t Bhilai from the present

1 million tons to 2,5 million tons of steel ingots per year,
Production delays and management and labour problems have plagued
the steel mills constructed by the United Kingdom (Durgapur) and
the Federeal Republic of Gormeny (Rourkela), reinforcing the -
favourable impre#sion that the Bhilai performance created in publie
Opiniono . ' :

. 96, The petroleum refinery constructed at @auhati in Asramt
with Roumanian assistance was inaugurated in January 1962, but i
was soon discovered that the quality of the crude oil produced in
nearby oil wells did not allow processing with the type of
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equipment provided in the refinery, The Roumanians had npparcently
designed the refinery to process the type of oil on the basis of
a test which did not correspond to the real type of oil generally
available in the area,

97. Other important projects so far ecompleted in Indin arc
two ccment factories (one in Assem and the other in Madras State),
three sugar refinerles, one in Assam, one in Madras and one in the
Punjab, and an experimental mechanised farm in Northern India,
Among the other prineipal projects which are currcntly under way,
only the Barauni o1l refinery and the Ranchli foundry-for;e hanve
made any apprecisble progress, 3everal new contracts for
projects in the steel, pctroleum, metallurgical, e¢lectric power
and pharmaceutionl industries were signed with the USSR, Poland
rnd Czechoslovakia,

98, In spite of the progress made, there has been some
coneern within the Indian Government, and even in the Indian
Parliament, over the considerable time-lag between the Soviet
putlic nnnouncements of credits extended and the actual
utilisation of such credits; delgys in the delivery of power
cequipment from the USSR even necessitnted a cut in the power
praduction target of the third five-year plan,

99, The number of bloc technicians employed in India Jduring
the first half of 1962 has declined since the end of 1959, when
they reached nbout 1,170, to approximately 665, ibout 500 Soviet
technicians were still nt the Bhilai steel mill nnd at various
0il exploration sites; the remainder were Czechs nt the foundry-
forge project and Roumanians on petroleum projects, The conduct
and performance of the technicians have continued to impress the
Indians favourably, Approximately 200 Indian tcchnicians were
receiving training in Petroleum and heavy maochine opcration in

ommunist countries during the first half of 1962 ond n rceent
ovict contract provides for instruction in the USSR of a further
76 Indian specialists in pharmaceutics, In addition, the
>viets have now started a new scheme under which they will traln
fndian enginecers in Indin before sending them to the USSR under
the terms of an electric power project signed in June 1962.
R oumania is training some Indians to work in the oil refincry, and
Czechoslovakia those who will be in charge of the foundry-forge
project,

100, India's tradec with the bloc in 1961 represented
approximately 7% of the country's total foreign trade, Imports
from th¢ bloe increanscd from F74.4 million in 1960 to
g124.6 million in 1961, in part as thc result of deliveries under
the Soviet economic aid programme, while Indian exports to the
Lloc rose from $168.3 million in 1960 to 115.3 million in 1961,
The USSR remnins the main bloe training partner, although the
Furopeon satellites as a whole have increased their exports to
Inlin and their imports from India at o much faster rate than the

OSR,
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101. Trade with Communist China droPped from $6.8 million
in 1960 to 3.7 million in 1961 on India's import side; and from
#11.8 million to 0.4 million on the export side, The 1954
treaty of trade relations with Communist Ching was sllowed to
lapse, and additionnl measures were taken to curtail sharply
Commur:iist Chinese trade activities in Indiae,

1 IA

102, Indonesia has received more assistance (both ecopomic
and militery) than eny other frec world country. She is the
major recipient of bloc military aid, accounting for sbout
#Z1 billion, while total economic credits and grants amounting
to F64O0 million bring her into third position after India and
Egypt. The bloc has been using the tension tetween Indcnesia
nnd the Netherlands over West New Guinea to increanse its influence
in the country., A massive inflow of Soviet military equipment
continued throughout the entire periocd, and a new agreement waa
concluded with the USSR in 1962 volued at about 70 million for
additional support of the Indonesian military build-up, providing
for the purchase of planes, submarines, naval support, craft
and anti-nircraft weapons,

.~103. On the. cconomi~ s!de, $36.5 million new credits were
extcnCed by Poland (to Le repeid in eight annual inatalments at
2,5% interest), 24 million by Hungary (repayable in eight yesrs
at 2,5% intereat), and a credit from Czechoslovakia of an
unspecified value for mining development (repaynble in ten years
at 2,5% interest,.with the possibility of repayment in raw
materials produced by the facilities contracted, with an option
of further purchases ~"ter the credit hns been repaid).

104, The USSR contracts for five projects under
earlier credits; they include a #1,1 million nuclear reactor in
the Djakarta area; a $25 million esteel rolling mill in West Java;
a #7.5 million superphosphate factory in Central Java; the Asshan
multipurpose hydro-electric project in Sumatra and thc Kalimantan
(Borneo) steel project. Progress was continued on the other
Soviet projects already under woy, among which the stadium was
completed in time for the Asian Games, The USSR regortedLy
completed L5 km, of jeep track in Kalimnntan (Borneo) out of a
total of 600 km, to be finished by 1965. Equipment for the
mechanised agricultural project in Kalimantan has reportedly
arrived,

105. Utilisetion of Polish credits has v a1 Leen confined
to surveys of future projccts, These inclulde passenger car
Loocuibly factory. Poland was aoctive in surveying coal mines for
rehabilitation in Sulswesy and Sumatra, and in October 1961
contracted to deliver a 10,500 dwt freighterin 1963, costing
g4 million, to be paid over scven years beginning after the
delivery of the vessel,
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106, In Scptember 1961 Hungary agreed to provide 200 buscs
for the 1962 /isian gemes under the credits extended, and to

build an elcctric light buldb factory in Semarang, valued at
£1.4 million,

107, In February 1962 Indoncsia and Czechoslovakia signe:d
agrcements for the implementation of mineral development projects
under the 36 million economic co-operation agrecment of Julv 1966,
Prospecting will be carried out in two stoges: first, investign-
tion of nickel and copper ore deposits in the Sulawesy arca;
sccondly, prospecting for copper, lead, zinc, gold and mangnanese
in Western Sumatra and Jova, Czech expenses for prospecting
and eventunl mining will be paid by shipments of the ore produced,
This also applies to the agreement for the investigntion of coal
resources in Sulawesy, if exploitable coal deposits are found,

Thce balance of the Czech eredit, about 19 million, woas allucateld
for the purchase of 2,000 railway freight cars, hydro-electric
equipment, machinery for a bicycle tyre factory, a sugar mill,

n diesel engine assemdbly factory, facilities for producing tractor
tyres, and a technicnl training centre, These allocations come
in nddition to the contracts signed in 1961 for the provision of

a 4,2 millioh cement factory.

108, In January 1962, Indonesia and Roumania signed
agreements allocating part of the gL42.5 million Roumanion credit
extended in June 1961 primarily for the development of the
industrial petroleum induatry, This credit is to be repaild in
ten years at 2.5% interest; in addition to equipment for the
petroleum industry, Roumania will provide a wide variety of
machinery and equipment for other industries under this credite.

109, Two-thirds of the 30 million Communist Chinese crcdit
first offered in 1959 and reinstated in June 196 18 t¢ be
utilised to construct six spinning and seven w:nving mills;
rcpayment of the credit i1s to be effected over a period of twelve
years at 28 interest, starting two years after the mills have been
completed, Sc far, only six Communist Chinese textile exports
hnve arrived, in June 1962, to study the projecta to be
constructed under the credit,

110, Reflecting the large-scale implementation of military
ngreements, the number of military technicians in Indonesin
incrensed considerably during the first half of 1962, exceeling
the number of civilian technicians, The number of civilinn
technicians in the country nlso increased markedly, from about
180 by mid-1964 to 410 by mid-1962, LOO of them nare Soviet
technicians, of whioh about 170 were working at the Aslan Games
Stadium, and connected facilities, 100 on the Kalimantan road
project, and 20 on the survey of phosphate and sulphur resources.
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The rest were engaged in projest reports and surveys related to
other projects, During the first half of 1962, the presence of
ten technicians from European satellite countries was reported,
The number of technicions 1s expected to increase in the coming
months, as the implementation of the economic aid programme
gathers speed,

114, Trode between Indonesic and the bloe in 1961 consisted
of $68.,8 million worth of exports to the bloec end ¥69.2 million
imports from the dloc, representing e slight decline from the
levels reached in 1960. There have been reports that a
significant amount of tin and rubber exports during 1962 will be
for the rcpayment of dedbt obligetions, Repayment in the form
of tin shipments to the USSR started in November 1961. During
1961, the share of the Sino-Soviet bloc in Indonesia's total
trade amounted to about 10%, :

REPAL

112, Major rSle in bloc economic penetration has been
increasingly played by Communist China who, acocording to Nepalese
officials, was "embarrassingly generous" in the implementation
of her programme, Communist China extended an additional grant
of 9.8 million for the survey, machinery and technicians for the
construction of a road from Katmandu to Tibet, to be completed
by 1966, 1In contrast, the Soviet attitude since the beginning
of 1962 showed a marked hardening: the Soviet Union announced
that work on all Soviet projects would be suspended unless funds
were provided by the Nepalese Government to meet loeal currency
costs, The USSR completed the survey of the part of the
East-\Vlest road for which she was responsible, but refused to
undertake o survey of the rest of the road, Contrary to previous
practice whereby all bloc aid to Nepal was in the form of grants,
the USSR extended the first loan made to Nepal of about
#3 million to finance imports of Soviet commodities tq be used
for raising local currency requirements,

413, The only noticeable progress on the five projects to
be covered by the USSR grant of 7.5 million was the rifty-bed
hospital at Katmandu, which is now nearing completion. The
other Soviet projects were far behind schedule, mainly because
equipment had been held up at Calcutta by customs difficulties,
Communist China succeeded for the first time in bringing into the
country a sufficient number of technicians to undertake wOork on
all of their piojects, Preliminary surveys of the road from
Katmandu to the Tibeten border and of the cement factory to b~ ‘
established at Hitaura were completed, The leather tanning -~
shoe -factory is under swrvey and the first of the three gift
planes arrived in May 1962, ® .
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114, The number of civilian technicians in the sountry has
increased from 55 (mid-1961) to about 130 (m1d-1962), 115 of them
being Chinese, 100 Nepalese were studying academic subjects in
Communist countries (65 in the USSR); eabout 35 were following
technicrl training programmes (25 in the USSR),

PAKISTAN

115. The 1 .ment has continued to maintain its basically
pro-Wiestern at!'. .ce, although the agreement concluded with
Communist China to demarcate provisionally the border between the
two countries was indicativo of the Pakistanl tendency to exploit
Indo~Chinese ‘ensions, The only significant bloc activity in
the economic field consisted of the arrival of Soviet technicians
(now numbe. ing about 80) and equipment and the beginning of
drilling operations under the 30 million oil exploration
ngreemcnt . The Soviets continued to show interest in remdering
advice on West Pakistan's salinity and water-logging problems
whish constitute one of Pakiatan's main preoccupations in the
agricultural field,

116.. Both exports to and imports from Communist countries
declined in 1961, as compared to 1960, The bloc share of total
forei trade in 1961 did not exceed 7R of total Pokistani exports
and 2§nof total Pakisteni imports,

LATIN AMERICA

BOLIVIA

117. The 1issue on the acoeptance or refusal of offers made
by various European satellites and by the USSR of economic
nssistance 1. - becen in the centre of debate ever since the
middle of 4861, The Government has tried to gain time in the
hope that the Alllance for Progress would provide an answer to
the necds for Bolivian economic development, withbout having to
rely on assistance from the Communist world; the Government,
however‘ has not been able to avoid signing a contract for
Bulivia®'s firat bloc ald project,

118, The aegreement concluded with Czechoslovakin by mid-1962
provides for the construction of an antimony smelter in the city
of Oruro, with an annual produection capacity of 3,600 fine tons
of antimony, and employing about 220 persons, The credit
cxtended by Czechoslovakia amounts to 1,9 million, to be repaid
over eight ycars beginning in 1968 at 5% interest, in antimony
produced by the smelter, Fifty Czech technicians will
ns8s5i8t in the construetion and operntion and the project is
scheduled to enter into production by the end of 1964.
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119. Czechoslovakias has repeatedly offcrcd to construct a
copper smelter which cculd be paid through Czechoslovakia's
purchases of the smelter's total production at world prices, to
construct a $3 million sugar mill in South-eastern Bolivia under
a ten-ycar credit at 4% interest, and, in general, to sign
bartor doals exchanging Bolivian minerals for Czech machinery,
and corn for agricultural equipment. All those offers provide
for tochnical assistance for planning and cxecuting the agrec-

ments and for training. in operating and servicing the machinery
and equipment., Lo .

120, During 1962, this was supplemented by a proposal to
assist in constructing a railway bdbetween Cochabomba and Santa
Cruz, as well as modernising cxisting lines, while allowing a
number of Bolivian trainecs to go to Czechoslovakia for specialised
instruction in railway operation.

> [OEPIRA T

121, On the USSR side, the offer to cxtend $150 m11116n in
devcelopment crcdits has been kept alive, whilc at thé same time
offers were made to supply Soviet turbo-prop aireraft to the
Bolivian airlines under a twelve-year crcdit at 4% intcrest,;
repayableiin local currency without down paymont.

‘122, Both Cgzechoslovakia and the USSR have made efforts to
expand trade relations with Bolivia, Czechoslovakia sold Skoda
motor vehicles and agripultural equipment, while the USSR sought
permission to bring .to.La Pag a selccpion of industrial exhibits
originally destined for Rio de¢ Janeiro, and proposcd to establish
a resident commercial mission in La Paz, Both Soviet proposals
wore rcjected by the Bolivian Government. Notwithstanding all
thesc efforts, tradec with the bloc remained negligible.

BRAZIL -

123. 8ince the resignation of Presidqent Quadros in
lugust 1961, the tondency to increcase economic. relations with the
bloc has slowed down considerably. In Novcember 1961, diplomatic
rclations with the USSR were rencwed, and the Foreign Minister
defended the resumption of relations on the basis of the needs
of Brazil's economic development and on the importance of
widening markets and increasing exports, It also appears ‘that
an exchange of diplomatic missions had been the sine qua non
condition for Soviet assistance. in Brazil's industrialisation
programme,

124, Up to mid-1962, howevor, the expcctations arising from
rcnewed diplomatic relations had not been realiscd, although
rumours continued concerning the possibility of Soviet aid
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ranging from 100 million to #1 billion, It would seem that the
Brazilian Government prefers to wait for the time being to see
what results can be achieved through the Alliance for Progress,

125. Among the various offers made by the bloc to assist
in the industrialisation of Bragzil's underdeveloped North—east
region, there is only one that seems to have received special
attention: the USSR has indicated her readiness to send equip-
ment and technical assistance for the construction of a factory
to extract gas from domestic shale deposits, This particular
project would consist of an agrecment between the USSR and a
private Brazilian oil firm, The insistence on this relatively
smnll project by the USSR is apparently based on the fact that
she wonts to demonstrate the economie feasibility of the project
that had elready been surveyed by the Soviets in 1960,

126, So far, no major programme of bloc technical assistance has
been in operetion in Brazil; only about ten technicians from
European satellite countries were reported to be working in the
country,.

127. Trade betwcen Brazil and the bloc has shown a 168 decline
in Brazilian imports from the dloc between 1960 and 1961 that
could not be compensated by a 5% increase in Brazilian exports to
the bloec, Brazil's trade with the Sino-Soviet bloc during 1961
namounted to F145 million, or approximately 5% of Brazil's total
tronde, as against 5,5% in 1968, Trade relations between the two
arens have been highlighted by the opening of a large Soviet
industrial exhibition in Rio de Janeiro, inaugurated by the Soviet
Minister of Foreign Trade on the 3rd May, 1962. On the same
occnrsion, a protocol for an expansion of trade during 1962,
doubling the 1961 level, was signed, The USSR ngreed to purchnse
about 30 million worth of coffee and various quantities of cocoa,
rice, cotton and tobacco, The Brazillans in turn agreed to
purchase 300,000 tons of Soviet wheat, nearly 400,000 tons of
petroleum products nnd 10 million worth of machinery and
cquipment, It was also decided that a new long-term trade and
payments agreement should be concluded to replace the one that
expires at the end of 1962,

128, The Soviet industrial exhibition, said to be the largest
scheduled for showing sbroad during 1962, was reported to have
resulted in sales of Soviet goods smounting to 25 million,
Visitors to the fair are estimated to have numbtered half a million
during its thirty days' period of opening. Visitors appenred to
Le impressed by the technical equipment and henvy machincry, but
not by Soviet-made consumer items,
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129. Early in the year, a Czech commercial attaché was
assirned to Recife, Lfforts were mainly directed to the pro-
motion of the sale of replacement machinery for the area's many
textile mills and on Skoda cars, trucks and buses, ./ .fter a visit
to Poland by the Brazilian Foreign Minister, the two countries
initiated discussions on the new trade protocol aimed at doubling
the 1961 level of trade. The Soviet occupied Zone of Germany
seems to have been less successful in its efforts to sell tele-
phone equipment, Commercial contracts with Communist China were
negligible, in spite of the approval in December ‘1961 of a new
and highly optimistic payments agreement with that country.

CUEA

130, The economic situation of the country has been
deteriorating continuously since mid-1961. The disappointingly
low sugar harvest, and the inexperience of planners and managers
have led to a general decline in industrial production and the
disruption of previous trade and distribution patterns are
clearly showvn by the fact that per capita food consumption in
Cuba 18 estimated to have dropped by more than 15% over the past
two years. The country's dependence on imports of basic
commodities  has increased, and the régime ‘had to appeal to the
Soviet bloc £or additional assistance to meet her most urgent

economic needs,

131. Bloc military aid has made the Cuban armed forces
among the most formidable in Latin Americe., By the end of 1961
bloc deliveries added at least 3100 million worth of war
material to the Cuban military potential, and this trend was
continued at an even faster rate during the first half of-1962,

132, Efforts to diversify Cudban agriculture have not yet
yielded results and the économy remains significantly tied to
sugar exports., Production of sugar for the season ended
mid-June 1962 amounted to approximately 4.8 million tons, as
against ‘5,4 million planned target, and the previous year's
harvest of 6,7 million tons., The negative effect of the sugar
harvest on foreign trade will be mitigated, however, by the
availability of a reserve stock of sugar carried over from
former years, The reserve stock amounted to-1.2 million tons
at the beginning of 1962, Cuba is increasingly faced with the
necessity of cutting sales of sugar to the free world, depriving
herself of badly needed convertible currencies, or, alternatively
reducing sales to bloc countries at premium prices.

133. Bloc efforts to shore up the sagging Cuban economy
emphasise emergency measures to check the deterioration in
industry, and to meet-the shortages in consdmer goods, which have
proved more serious than had been expected., Investments in new
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industries continued at a very slow pace; of the lnrge number of
factories scheduled, not more than three or four emanll ones
courstructed with bloc assiastance had entered into production by
mid-1962, A number of others were, however, under construction
and work appeared to be proceeding on the preliminary stnges of
several mnjor projects regquiring cxtended preparation, Sites

for the c¢steblishment of two nickle plants were surveyed and
plans completed for the construction of a large petroleum refinery
hy Soviet experts, Equipment for three thermo—electric power
stntions was in the process of being manufactured in Czechoslnvakina,
Three 10,000 ton ships for the Cuban merchant navy were under
sonstruction in Poland, and Polish technicians were working on
blueprints for two shipyards, The Hungarian engineers launched

a floating crane for the Havana harbour that was to be delivered
before the end of 1962,

134. In spite of delays in the implementation of bLloe
projects in Cuba's industrialisation programme, the USSR
reaffirmed in April her determination to assist in the economic
development programme by announcing an additional €100 million
extension of credits, It was stated that the total of all
Soviet credits (¥300 million) will be used for twenty new
industrianl installations, including a petroleum refinery, a
large steel mill, several tool factories, two thermo—electric
power stations and two fertilizer factories, In view of Cuba's
urgent consumer goods need, part of the additional credit might
well be used to finance current imports, On the whole, it
remains fairly certain that Cuba will receive only a limited
amount of Soviet cepital goods in the coming months,

135. The Eurcpean satellites, who had extended by the end
of 1960 about F97 million credits, continued to obligante portions
of their credits to Cuba for specific projects, Czechoslovakin
signed a 7.6 million contract to construct a cement factory
(annual capacity 500,000 tons) by the end of 1963, An ngreement
signed with Bulgaria provides for machinery, equipment and
technical assistance to construet five industrial projects,
including a colcium carbide factory,

136, Although the rate of implementation of the bloe
anssistance programme in Cuba hnd been rather slow, the number of
civilian technicians continued to incresse rapidly. By mid-1961
their number was cstimated at 500, it reached 750 by the end of
the yenr, and 950 by the middle of 1962, Most of them were
engaged in geologicnl exploration, the nickel industry, lmprove-
ment of agriculturnsl technigques and a number of them were employed
ns8 andvisers in economic planning. 6CO0 of .the bdloc civilian
tochnicians were from the Soviet Union, 300 from the Eurcpean
satellites and about 5¢ from Communist China,

N.\TO CONFIDENTIAL ~Tu-



DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

-5~ NATO CONFIDENTI..L

45/223-0/119

137. The training of Cutans in Communist countries continued
to increase rapidly. By the middle of 1962 about 1,700 had
started ncademic training programmes in the bloc and some 2,9CQ
hnd received technicel training, Additional training programmes
in the bloc are planned and an agrcement with the USSR provides
for the acceptance of 800 Cubans annuaily in Soviet academic and
vocational institutions, Bloc military technicians in Cuba by
mid-1962 have been estimated to be epproximately 460,

138, Totnl trade with the bloc during 1962 had been
optimisticelly anticipated to reach well over g1 billion, as
compared with about 3575 million during 1961, 250 million in 1960
and 18 million in 1959, but in view of her poor sugar harvest
Cuban found it necessary to revise her export possibilities, and
it was unofficianlly announced in February that Cuba might cut sales
of sugar to Eastern Europe, In an effort to compensate for the
loss of purchasing power from free world markets, the Cubans
sought to renegotiate the 1962 trade protocols in order to obtain
more supplies (particularly consumer goods) from the bloe on
credit, In May 1962 the revised proiocol signed in' Moscow
increased the original target for 1962 by 50 million., This
increase is supposed to cover considerable amounts of foodstuffs,
as well as additional motor vehicles, fertilizers ond an oil
tanker, which will have to be shipped at least on credit, if not
as a grant, in view of Cuba's reduced purchasing power, thus
increasing the cost of the "model of Socialist development"” to
which the Soviet Union has committed her prestige in the Caribbean,

2

OTHER LATIN AMERICAN COUNTRIES

AR NA

139, Argentina's trade ngreement with the USSR, the last
remaining of her bilateral agreemcnts with bloe countries, wos
terminated in 1962 with Argentina still in a credit position,
Although there were at least two substantial sales of wheat to
Communist China during the first half of 1962, trade with the
Sino-Soviet bloc continued at the low level prevailing in recent
years, Some construction equipment and machinery were delivered
under the 1958 Soviet linec credit, New arrangements agreed by
the end of 1961 permit Argentina to use this offer, of which
68 million is still avallable, to buy equipment and machinery
for roand construction, mining and sgriculture, So far, the
shipments have consisted primarily of road construction equipment,
and it has been reported that the USSR has insisted on sending
technicians to accompany any machinery sold.
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BRITISH GUIANA

110, The Soviet bloc made a number of offers to assist the
development of the country's economy since the coming into
power of Dr, Jagan. By the middle of 1962, only a commercial
agreement with Czechoslovakia calling for the export to that
country of 3,000 tons of rice (valued at about {1 million) had
been concluded. The Czechs have apparently offered to establish
a tannery, an assembly plant for motor vehicles and various other
factories, to produce, inter alia, shoes and cement. The Soviet
occupied Zone of Germany reportedly offered to construct about 20
other factories with the necessary technicel assistance to
operate them until the Guianese can take over, The Soviet occu-
ried Zone of Germany is also envisaging the rchase of bauxite,
coffee, rice, bran, and wood, Since March 1822, there have been
some indications of FPolish and Hungarian offers of trade and aid,
but by the middle of 1962 none of these offers had been accepted,
Soviet assistance is being rendered to British Guiana through the
United Nations Technical Assistance Programme. In the spring of
1962 two Soviet geologists undertook a study of petroleum resources
in the country,

URUGUAY

141. Uruguay's meat industry hes been suffering from reduced
sales to Western Turope, The USSR and Czechoslovakia tried
during the first half of 1962 to re-enter Uruguay's foreign trade
by purchasing Uruguayan beef, taking advantage of the Uruguayan
meat industry's difficulties, Bloc trade with Uruguay has,
however, fallen off considerably in recent years since her
refusal to accept Soviet o0il in payment for her wool, for which
outlets have been found in the West. Uruguayan imports from the
bloc dropped from $15 million in 1960 to 4.1 million in 1961,
while her exports increased slightly to about 215 million in 1961.

$°t31 trade with the bloc did not exceed 5% of Uruguay's total
rade,

CHILE

142, 1In February 1962, Soviet interest in the purchase of
60,000 tons of copper and semi-finished copper products from
Chile was revived, but no agreement was reached on the list of
goods which Chile could buy from the USSR, nor on the type of
copper products acceptable to the USSR. The offer of Soviet
assistance for the construction of a copper smelter and a
petroleum refinery in Chile had been introduced into the
negotiations, but this offer did not allow for the signature of
an agreement, Poland signed a barter agreement with Chile for
the exchange of 2 million litres of Chilean wine for 1,500 tons
of butter and 5,000 tons of fishmeal,
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