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H The atecnchecf report is thc ninth in a serlee that was 
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AND COWXIJSIONQ 

1, Sirrcn the first report(1) i n  t h i s  ser ies  submitted in  
August 1057, Si&fic;u?t developments have taken place in  the 
Cumrmrdbt economic ac t i v i t i e s  in the delreloping countries. 
Rcccnt cvmts  sugzested that the Soviet/Chineee ideological rift 
has by now nrencf.&d a 2oint tha t  night effect  the i r  resyccti-re 
f'creign aid yc?l ic ic~.  Ecznomic p tmtra t ion  efi'orts by the zaviet 
Union end the European ~ a t e l l i t e s  on the one hnnd, and Communist 
C I - i n s  cn thc 9th-r, 6eem less  co-ordinated than in the paet and 
care 2,231, :n Eone ca3esS dearly competitive. Apert from 
8c.vit.t a i 8  t o  TnUa a t  the ti= of Chinese aggression, the timing 
of aid extenden by both side8 t o  Algeria anrl the Somali Republic, 
t h e  more favournble t e r n  offered by Communist China 88 against 
t h o ~ e  required by USSR lo-, tho readiness of Comminlst C h i n a  t o  
extend aia f o r  b u k e t  support refused by the Soviet Union, are 
l nd i ca t iw  or  l n c r s l i s i ~  competltlcn especially in  East $.Trim. 
Althoegh bo th  the Soviets and the Chinese aim at eliminating 
f&&r?rn  inflqencea i n  the developing countries, t o  describe such 
C o n ~ m n : ~ :  eranomic ac t i v i t i e s  a8 or1glmtln.g from "a Slno-Soviet 
bloc" viould suggest a Ngher degree of co-ordination than 
warranted by recent devclopmente. 

2. I)lirhg the ten yeera porZod now co-ue~& since the 
Saginnine of the Conmunist econoalc penetrat ion, tile intensity of 
their eflxorte hao fiactuated. After a rapid s t a r t  Ln 1954, tho 
voltme of  a id  extended and the rate of traue expansion directed 
tcwards the developing c ~ u n t r i e s  reached their top n~aentun rlve 
years l z t e r  and were kept a t  that level  up un t i l  1960-1961. 
They loat  apparently much o f  their impetus  thereafter,  although 
a reamgtion of large-vocale a id  aommitments by Communist coun+,rles 
has been reported during the early months of 1964(2). A t  the 
aeme t ime  Comtlll?ist economic penetration may become more subtle 
end technical aaairjtance rill probably wmain one of the most 
dyri&mlc sectors i n  such efforts.  These increasingly 

1 C-M(57)116 - "The Economic Offensive o f  tha Sinc43oviet . . - - 
bloc"* 

(2) ~ r o l u  J W - U & ~  unt i l  MPJ 1964, 8618 million new loans have 1 ?en 
pr~ndeed bj the Comunist countries mainly t o  k i t e d  Arab 
Republic, India and Algeria, If this r a t e  was t o  be 
majfi:aimd throughnut the year, new aid commitments w o u l J  
ag?in x n c h  the rreord levels of ths  1959-1961 period. 



eophieticated ComIUiIniSt economic a c t i v i t i e s  reogln, therzfore, 
5 dengcrous t o  the i'iest, although the Communist rulers ,  taking 
O, accoult ~ robeb ly  of' t he i r  own econamic d i f f i cu l t i e s ,  appear - anxious t o  Keep the actual costs of their f o r e i y  aid p&grammes 

within more closely controlled limits. 

3. A$ the recipient end, during r e c a t  yeare, r, zoreiderable 
number of deVt?loping countriee became independent, bet nome of 
them, which do not belong t o  the Communist world have not yet 
reached Western democratio etandarde. Notwithsta~dlng the serious 
Communist economic penet-ation sfPort8 during the d i f f icul t  
t rwmit ion  period towarde independence, 80 f a r  the danger of' the 
Soviets or  Chinese gaining control I n  these areas has not 
materialised. although the Communist threat s t i l l  remine, as was 
ntaently i l lus t ra ted  by the Zanzibar episode. The Soviet and 
Chinem Communists have apparently reoigned thenselves t o  accept 
yields from t h e i r  e f fo r t s  at a much more dietant future than 
originally contemplated. Cuba ra ises  a speoial problem. It haa 
ostensibly parted from the free world end has become, from an 
econcmic point oP view, ent i rely a w n d e n t  or_ the C o m ~ ~ i e t  world, 
Lut it i e  interest ing t o  follow the developrcsnt of Conrnunlst 
a a ~ i ~ t w c e  t o  Cuba i n  order t o  aseeaa the cost it enta i l s  fo r  tha 
eoonomiee of the USSR, i t 8  s a t e l l i t e e  and Communist China. 

Y 
c;l (a) gattsrn o f  Corm:mlst Foneign Aid and Trnds  12 1962 and 
0 Bn* 1962 w 
n 4. The trends that beoame apparent a year ago(1) have been . omfiraed during 1963. They may be oummarisea as follows: 

2 - a mrp reduotion of the new commitments f o r  economic . 

aia; 
0 
4 

- a etes* Increaae of' actual  expenditures under 

U exist ing programaree; 
m 
8 - a further  growth of military aesistance programmes; 

U - 
3 a rapid exganslon of tsc&.ical asdstance t o  developi-% - oowrtriee and training f a c i l i t i e e  i n  Communist countries; 
CL( 

5 - 
a a slarlkening r a t e  of trade expansion with the 

I developing countries. 
LI r2 5. Since the enend of 1961, the flow o f  new Com_munist economic 
3 a id  oommitmw~ts h e  been reduced t o  about BSaTZTT11Ton per year. 
9 f i l e  r e p r e z e x  lesa than h a l i  the amount extended during each of 3 the three pwccding yeare 1959/61, when an average of  ,@O milli@n 
4 per year of new economic a id  commltmenta had been announced by the 
, 

cl 

2 (1) See eighth rwport C-~(63)39 
n 
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Commict ccun t~ ies .  13 t o t a l ,  since the beginning o r  the 
f c r e i ~ n  & i d  goXicy intrcAuced by the Soviets i n  1954 and up to 
thc z::d cf l'ik3, a%at 35  bi l l ion  has thus been Eroeioed by the 
Ccmull;n:at C O L . I ~ ~ ? E S .  'i:lis t o t a l  reaches $5.5 b i l l ion  if 
econ~mic &veloycteut a id  t o  Cuba is added. 

6. Concoaltent with the reduction of new extenslone, th3 - 1 letcent?$: 3n 3f ci3 D X  2 s in i t i a t ed  e a r l i e r  has required 
~ p ~ 1 ' 1 w : r i e a  ad IY*I&$%&~ s on Communist credits  have "is etuadily increamed t o  reach over J f k O  million during 1963. By the 1st Ja?uwy, 196C'r a t o t a l  of m.6 bi l l ion  economic aid f r ~ m  
Sc~cmurrist swrcee  had thus been dram,  while same 83.3 bi l l ion  v!so 
st i l l  outstnnAing at  tk.5 disposal of the developing countries and 
about $450 n i l l ion  t o  Cuba. 

7. The Soviet m i l l  t4 mi stance programmes have 
s ~ n t l r ~ ~ e l  u ~ ~ b a t ~ d ,  occurring oyportuniticn: 
the  mili tary build-up oĉ  Indorzsia at the t ine  of the Dutch New - - -  
Duima question, the st-engthenfng of the Iraq1 hrw under the 
K m e l m  rSgime, fur ther  arms deliveries t o  E m t ,  military eqt~ipment 
f o r  I ,  fo?. I rdle ,  even d u ~ i n g  and a f t e r  the Chinese 
aggxs :13r,, and, c o : ~  +,-ecently, f o r  Somli .  By the end of 1963, 
z.oughLy $2,6 bi l i ion  !lad bean drawn by the developing countries, 
ref:-escutlng adme 8% of the military assistance extended. The 
vo1u.w of military a id  t o  Cuba, not incluaed i n  t h i s  to ta l ,  has 
f'iuctuated. After the withdrawal of Soviet mlesiles from that 
io lmd,  t o t a l  military r i d  to Cuba b e  been estimated t o  over 
&50 Iuillion by the end of 1963, 

e9mic l l  asslstence Is steadi ly  growing in  importance 
aid c f fo r t s  of' the Communist countries. 

By m.icl-1 63 ,  some 155800 technicians (includillg 4,600 military 
advisers 7 were a t  work i n  the developing countries outside the 
Communist camp, 1.e. more than twice the number of those reported 
a t  t!w e1.3 of 1CJt;O (7 ,UW,  including 1,200 military advisors). 
A t  one ti me, mll!.tary techniclane I n  Cuba largely outnumbered those 
i n  a l l  other developing countries t d e n  together, while u i v l l l a r ~  
Comwur~iet tectxliciane, a t  the beginning of 1963, numbered more 
thnn 2,500. A t  the end of the year tho t o t a l  number o f  
tech*riclane currently working in  the de\*eloping corntries (Cuba 
exohded) declined t o  %,200 as a resul t  of the large number of 
military a8vjeers that kf% some o r  these c w t r i e s  during the 
eecona half' of 1963, bu t  t h e  c iv i l i an  technicians from Communist 
aount rien cur:*ent l y  i n  the developing ones further increased 
t he i r  tcltal number t o  11,885, by f'mp the highest figure ever 
roached since 1956. 

9. Slm~.ltaneou&l;~, tho number of nationals f r m  develoyi71g 
countries receiving somc kina of t raining i n  the Comr-iet 
countries has r isen s teadi ly  from 1956, the year of the beginning 
of t h i s  kind of act ivi ty .  By 1960, it had reached a t o t a l  of 
11,700, out of whloh 4,600 were military personnel. From 1955 
till ehd 196537,550 strldente from 78 developing countries, 



Including 16,200 military personnel had received some form of 
training i n  Commist countries. The size of the mllitary 
t ra i r lng  schemes has thus grown morc rapic?ly than that of 
technical and acndsmic training. A t  the end of 1963, somc 
17,000 students (including over 3,000 military trainees) were 
current* studying i n  the Comcunist countrles. In addition, the 
number of Cuban nationals trained in  ColPmUnist countries in  purely 
acaftemic and technical f ie lds  (thus exluding m i l i t a ~ y  training 
fo r  which no S i  u rn  Is available) had alteady reached,7,200 a t  the 
begiming of 19 8 3. 

10. After a s t e t 0  r i s e  from a very low s tar t ing  point 
during the second half of the 195Gts, trade between the leas- 
develo ed countries and the  Communist countries had been growing -- 
since* a t  almost the same r a t e  as  the former's trade with the 
free world. A t  the end of 1962, the annual trade turnover 
(imyorts plus exports) between the developing countries and the 
Comunist countri c s  rose t o  02.3 bil l ion(1)  , representing an 
increase over t i e  two years of about 19; over the 1960 iigures. 
The share of the Communist countrles i n  the t o t a l  trade of the 
developing countries has remained almost constant since 1960, a t  
about %&, whlle the industrialiaed f ree  wo~ld  (including Japan) 
abaorhed roughly 7q0 o f  the foreign tmde  of the developing 
countries. If Cuban foreign trade, amounting t o  over #.A Bill ion 
(exports plus Imports) were t o  bet included. this picture would be 
f'un9amentally el tered i n  that t o t a l  trade oi developing countries 
wwld then present a continuing trend of rapid growth. During 
the first half of 1963, foreign t rade between Communist countries 
and developing ones continued t o  show a moderate expansion 
oomgarable t o  that noted in 1962 but wl%h a more rapid i ~ c r e a s e  i n  
Commist  trade with Africa. On the contrary, trade with Cuba 
tendad t o  decline. 

(b) The Burden of Forelrn A i d  on the Economjes of the 
Commwi a t  Countries 

11. During 1963, &awlnee by the developing countriee 
amounted t o  roughly 8383 million rm c r e a t e  extended by the 
Soviet Unlon, $60 m i l l i o n  on European sa t e l l i t e s ,  and hardly more 
than 621  million 0x1 Communist Chinaere aid. A s  a percentage cf 
OhT, t N e  may be co idered ae a very a 11 cost Sor Communist 
count r iee;  about fo r  the US%, d for the European 
s a t e l l i t e s  as  a whole and a much s m l l e r  fraction f o r  China (0.0&). 
Even i n  the aane of Czechoslovakia, where aid t o  developing 
c3vntries bas been mentioned among the reasons f o r  the fai lure  
t o  f u l f i l  the domeatic economic plan in 1962/63, i t  amounted only 
t o  lees than 0.8; o f  W. If Soviet assistance t o  Cuba under i ts 
various forms (development credits.  deliverlea of consumer 
Q O M P ~ M  of' Cuban trade cieficit . .to.), mounting t o  about ,#%? 
m i l l i o n  ir. 1963, is included, the burden f o r  the USSR economy - 
(i) Foreign trade or  Cuba excluded. 



a g p r ~ a c k ~  0 . s  of GhT. More iwo.*tant i e  perhaps the ehort-term 
effect of' foreign a id  on beiance of payments of Comuniat colmtriee. 
rro p r ~ c t s e  i r~ornmtion is  wmifable i n  tkis respect bu t  the 
exp3 r i c11~~  qf Wes+,c-n c o u t r i e e  shows t h a t ,  eve3 when a la~ .ge  p&rt 
of a id  le "ticd", %%-e is  a c i ~ i i c m t  margin o f  expenditure t o  
be phi& i n  ;lsrJ CUrrenCjr. The foreign aid programme ha6 a lso  
inc?lr*ect ef'fectr, on the balance of paymente of Communiet countries 
t c  thu extent that  i t  absorb6 reeources which could be exported t o  
earn hard curror,c:r, or  used ea a eubetitute f o r  imports from hard 
currency areas. To the exteat that repayment8 were t o  be ob td i~ed  
i n  b p d  currencioa, foreign a id  might not neaeaearlly oonetitute 
a arain on such currency reeaurces. However, no repayments of 
t h i s  laad b v e ,  so far, been reported. 

12. Economic aid provided by the Communist world compares 
poorly, both In nbsolute value and as releted t o  C3P, with t h  ,ad 
effor ts  o f  the i n d u s t r i ~ l i s e d  t r e e  world, which amunted i n  recent 
years (1:6~/62) t o  en annual a v e w c  oPfi5.6 b i l l ion  govemcntal  
assletancu, of which nefiriy half  c m i s t e d  of grants(1). If ,  In 
adtlition, the flow of net private capi ta l  f avour iq  the economic 
c?cvalopmnnt cf the more backward cotmtries is considcmd(2), the 
f x e  ~ ~ 3 . 3  e f lo r t  In mcent Pesrs is cwrent ly  eighteen times 
gract.t-.r '_a ab:bnclute value t F a n  the economic aid provided by tfie 
Co-bt 00c~lt1 ~ J S .  

13. The general a l a c b n i W  o t t h e  m t e  of mowth discernable 
d ~ l n g  tho lofit two or  three yeare in a l l  the Communist economies 
aml tile problom or reallocation of meouraes have, hwsever, b2ought 
foraiqn aLd policies t o  t he  Limelight i n  the Communist countries. 
Eoonnmlc aid has Men incFeasingly cr i t ic ieed  r i t h l n  the Connnmist 
world em1 Ccmmniet China aan be expected t o  oontfnue t o  exploit 
the irrtcrml oppooit2on againat t h e  Soviet assistance policy 
favouring nations where "consistently progressive f ~ r c e s  are  not 
i n  powerM(3). A t  a time when the Communist countries are  
corry~llod t o  ta1.e meaauree t o  redreee the i r  own internal 
aevulopmcnt p h n ,  they w i l l  neigh carefully possible pol i t ica l  
gains before rm2crtaking elrbstantial now a id  conmitmcnts. 

( c )  R e o l t s  eo f ~ r  sbtalned by the  Communist countries 

lf+. To the extent tha t  economic a id  from Communist sourcce 
alms a t  reduoing Westemi ird'luenoe i n  the developing areas 
t r a d i t i w a l l y  linked t o  the induetrlal ised countriee of the f rec  
world, and t o  building up a Snvlet or e Communist Chinese prescnce 
i n  t:ikae areae, there 1 s  no doubt thnt aome resu l t s  have been 
obtained. The influence of the USSR i n  the  Middle East has boin -- 
(1) 85.4 bi l l ion  of t h i s  t o t a l  is provided by lIATO countries. 

(2) The net rrapital flow from private sources avemrged about 
H2.6 b i l l ion  i n  1460/62, and is by i t ~ e l f  6 times larger i ?an 
th% t o t a l  economic a id  provided by a l l  the Comuniat cow'  Aes. 

(3) PPJVDA, on 7th Au,y l s t ,  1963, published i n  w~Ly t o  China 
cri t icism FL ~ P ~ L $ & J  :Justif ication of  the Sovict aid poli?. , 
&a-i:l,jg th.: C h l ~ m  of BCIWIJ~ n i ~ t m s t  of the USSR an?on& ?he 
yeoplcs cf A ~ i a ,  X'rlca nnd Latin A~nr lea .  - 7- fi.m ---. cmxtrym:-;~ 



considerably enhanced through the Communict military assistance 
programmes i n  the Arab countries. The economic aid and trade 

Ci off'ensive has encouraged neut ra l i s t  policies i n  nxmy Afro-Asian c' 
H oountries. The Communist aid experiment with Cuba, by demonstrating 
4 tha t  military and economic assistance w i l l  be forthcoming under 
a appropriate circumstances, may have added confidenc~ t o  Communist 

subversion i n  Latin America. 

15. On the other hand, as  could be foreseen, the 2hase of 
actual  implementation of economic a i d  programmes proved much 
lens glsmorous than the i n i t i a l  announcements of the extension of 
large-scale l ines  of creui t  and po l i t i c a l  yields of Communist 
foreign aid policies have shown a tendency to  diminish. A number 
of spectacular errors have had t o  be reported and both the Communist 
donor countries and the recipient developing countries are becoming 
inzreasingly conscious of the lim2tatione and the rea l  cost of 
Foraign a id  programmes. 

. Economic and military a id  by i t s e l f  has not led t o  the 
enerpmce of Conmunist r6gimes i n  any of the recipient countries. 
Count:*ies l i ke  Iraq and Guinea, where bloc penetration had gone 
f u r  tkmat , have recently redressed t h e i r  balance of neutralinm mom 
i n  favour of the west. Even In the  case of Afghanistan where a 
oonstant flow of Communist a id has been maintained since the end 
of 1953* the more recent developments do not suggest any furthcr 
progress of Soviet influence, The Communist aountrics sti l l  
d e ~ i v e  prof i ta  from the heavy omcentration o f  foreign aid on a 
small numbor of countries and from the i r  ab i l i t y  t o  take prompt 
actlon motivated by po l i t i c a l  coneideratfona on whatever vulnerable 
epot t h y  might think f i t  t o  @elect. The recent Conmunist 
military a id  agreement with Somali may be quoted as another example 
of how the West can be outbid by the USSR. 

17. It is d i f f i cu l t  t o  assess the ropercussions of the 
icbological rift between the USSR and Communist China and of the 
i n t e rm1  cconomia difPicul t ies  encountered by t h ~  Communist countries 
O n  t he i r  foreign aid and trade policies. On the one hand, the 
pN3W3nt s i tua t ion  i n  the Communiet world may stimulate the ef for ts  
of Moscow acd PeUng and encourage the unde~developed countries 
t o  acaegt increased a id  from both a t  t he  expense o f  the i r  t i e s  
w i t h  the West. On the other hand, the schism between the USSR 
and Communist China has complicated the task of the Communist 
foreign a id  and trade planners, a s  it introduced a new dimencion 
t o  the growl% competition between both leading Communist nations. 
~ c j m m u ~ l i s t  China tends t o  rely on the emotional appeal of racism 
and close identif ication with the have-nots, while the USSR seeks 
t o  aapi ta l i se  on i t s  prestige as a major power. 

m 
~2 18. Thc rac t  that  the previously united frmt of the 
4 C~min~niSt bloc has now openly been broken has damaged the image of 

Communism i n  the developing count~les .  The effectiveness of the U Co~munist economic offensive may be fur ther  blunted as  a 
fi comequence of the recent slackening i n  the ra te  of economic 



W 
growth within the Ccmmunist oountries, since i n  the past Communist 

5 prqogsnda hr.td cwstant ly  stressed the superiority of the 

c' ~cmw-.I~t  CCT)T?O."I~ c z g r t m ,  pesen ted  aa a model t o  be copied f o r  
a G ; ~ C P ~  a ~ t  t o  ~).*i~.25rity. 

19. Fcr the xacons explained above, and while Cuba may well 
continue t o  absorb a largo portion of the Communist foreign aid 
capubil l t ies,  it seem unllkely t h a t  the volume of a c t u l  Comrrmnist 
econonic a id  exnr?r,di,ures i n  t h e  developing countries w i l l  r i s e  
~ !gn i f i cmt l$  above tu? lev92 of  6500 million annually during the 
coming years, The laa30r expCIuIit~ret3 w i l l  probably continue t o  
be directed t o  t?:e few ~0Untri€!S where large-scale economic aid 
programmes are already i n  operation (India, Afghanistan, Egypt). 
Done arses cf Africa, and possibly also fiatin America, may offer 
opgortiu;iti,ns f o r  incrc:.sed C o m i s t  aid act ivi t ies .  Econoffiic 
and militnry aid w 1 1 1  no t  of i t s e l f  produce pro-Ccmunist rlglmes. 
-re po l i t i c a l  cr-mdltlons resul t  i n  a suoceesful seizure of koc!er 
by a pro-Comrnunl st grcjup, however, Soviet anct/or Chinese Commu~,?s t  
n i d  could be esscn3ial t o  its suzrpival and consolidation of power. 

20. Leamifr~ by experience, the Communist countries can be 
expected t o  seek co improve the po l i t i c a l  uaef'ulness of their  
fore'gn a id  policies by a higher degree of eophistication with the 
eo;nbhation of' a v3ri3ty of aid  and trade techniqu~s m d  a closer 
ecrutlny of the  p o t e n t i d  aid opportunities. They w i l l  t r y  t o  
maintain t ne l r  posLtiune where they have already gained a Zoo~hold 
( R E  i l l  &fa and the Middle &ist), with p08sibly some additional 
hn7, rrhile i n  Africa end Latin America the Communist countries 
m y  t:-y t o  expand t h e i r  influence t o  new areas with important  id 
progosala , dwlng the  comlng years. Anyhow, new extensions vvl l.1 
not be ~ r s n t e d  bcS0Fe a much more thorough examination than i n  the 
past o f  the advantsges the Comnunist countries may expect t o  
derive from the dqel, and Comunlst economic aid may well be 
increa~singly concentrated on' coilntrles who are most l ikely t o  take 
the eide of the C.~mmmist camp in  international matters, or  where 
the C~ciuuiulni st countries have already invested large-scale 
econonic aid, 

21. Whether collaboration among European Communist countries 
may become more effective than i n  the past remains an open qwrtion, 
but t h e  USSR w i l l  have t o  devote greater at tention t o  Chinese 
Competiti03, and may t r y  t o  support its e f fo r t s  t o  contain the 
l a t t e r  with additional a id  offers,  part icularly i n  Africa and i n  
eome Asian countries ( N e  a l ,  India). The COYECON Bank, which c.ane ? into being i n  January 19 4, still  has many intra-bloc problems t o  
tackle before it cen p l ~ y  any gcrceptlble co-ordinating r81e I L L  
Coinmunlst a i d  policies. On the whole, it would seem that th: 
European s a t e l l i t e s  are l ihely t o  discount a id  fo r  ideological 
reasons and rather oonsider it a6 an adjunct t o  their  foreign ::*a& 
expansion f o r  such comoditjes as they &re unable t o  ae l l  t o  c , .  t o  
bW from more alvmced K'este-m countries. 



22. The general trend t o  stress increasinely the technical 
assistance side of economic a id  may w e l l  be cor.tinued. Current 
Communist e f fo r t s  may concentrate on Lnfluencing f u t u r e  key 
po l i t i ca l  and tccfuiical leaders of the developing countries through 
training and scholarship programmes and t o  ga in  greater sympathy f o r  
Communist objectives among the mili tary and other e l i t e  groups. 
Similarly the prestige of the Communist countries now depends more 
on actual  performance and achievement, and the type of projects t o  
be assis ted may be increasingly af'fected by these considerations. 
Pure imp~ct  projects aiming a t  spectacular showpieces of no 
economic intereat  may well beoome a thing of the past. 

23. The future v-lume of Communist m i l i t a r y  assistence is 
more d i f l i c u l t  t o  forecaet. Mil i taw aid has proved t o  be 
pol i t ica l ly  effective,  and it aan be expected that  t h i s  fot-m of' 
foreign a i d  w i l l  be continued whenever the opportunity t o  exploit 
cont=ntions betvieen regional disput83t8 ppcsscttn itself. .  The 
future volume of military equipment sent t o  the developing countries 
would obviously be affected if' an agreement was reached on 
disarmament and i n  part icular if the USSR accepted the United States 
proposal not t o  pass on t o  the developing countries their  s u r p l u s  
or  outclated military items. 

24. A s  compared with economic aid,  the delivery of military 
iteIW ha8 generally been considered t o  be leas  costly than the 
imglementation of economic aid. This was eepecially trce i n  tne 
past ,  when the US= could dispose of technictally obsolete 
equipment, but, with the inoreasing sophistication of the 
mquimmenta of the &eveloping countries, th i s  advantage of 
military ass i s tmce  over economic aid seems t o  be declining. The 
Comc.unist countries are, however, rarely faced with a choice between 
the two forms of aid, as military a id  cannot be considered a s  a 
substitute f o r  economic a id  and the  two forms of aesistance are 
extended t o  meet quite different needs. 

25. Ae fir as  trade is  concerned, i n  view of the small share 
of Communist compared t o  Western imports from developing countries 
and the poseibil i ty that f o r  some years a t  least  the Communist 
leeders may be increasingly preoccupied with t he i r  own internal  
econcmic problem, the Arture of the  developing countries w i l l  
colltlnuo t o  be ultimately linked t o  the anewer that the West w i l l  
give t o  till8 crucial  question. 
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I. KONO!~IC ASSISTATC~(~) 

(a) Cmdita extende4 

26. The value o ~ '  new 'economic aid extensions t o  develop- 
countries declined from a peak of o v e r n  b i l l ion  in.1961 t o  
#3S million i n  1962 and t o  m62.5 mill.ion i n  1963(2). This 
zwduotion t o  less  than half the annual average of the pre&dIng 
t ,We years would have bezn even more sev5re were it not f o r  the 
important contdbution that  was provided i n  1962 by the European 
s a t e l l i t e  countriea. Polend piayed a major r6le i n  t h i s  regard 
&ring the second half of 1%2 by extending a millLon l ine  
of credit  t o  Brazil end other I m p r t a A  loans t o  India, the United 
Amb Republic and Syria. Czeuhoslovakia added some of the other 
aignlf iceat  new extensions. in 1963, however, the part icipat ion 
of the European s a t e l l i t e s  in the Comanutifst a id  drive declined 
markedly, mfleoting poesibly growing opposition t o  foreign aid 
i n  the Eastern European count rles. The t o t a l  economic aid 
extexuled by the European a s t e l l i t 8  countriea amounted t o  $230 
million in  1962 end t o  only 6 2 0  million i n  1963. 

27, Exteamions of new economia aid by the' USSR did not exceed 
#77 million i n  1962 and hzrdly more than #203 million in  1953. 
The most spectacular of the Soviet Union's commitmente were 
announced during the eecond half' of 1963, when Iran accepted fo r  the 
t irat  t i m e  a Large-aoale Soviet d t e ~  of $38.8 million loan, and 
when Algeria f ina l ly  received, &er prolonged consideration by 
the Soviet U n i o n ,  a l i n e  of crsdit of no0 nill ion.  

28. During 1962, Commvlist China practiaally stopped 
undertaking any new comrnltments for  eaonomic aid, but she 
resumed her  effor t8 i n  1963, appazyntly i n  en attempt t o  challenge 
the monopoly of Com~tuniet aid being extended by the USSR and i ts 
sa te l l i t ee .  C h i n s  extended her main credite generally under more 
fevourable tarme than the Soviet Union (intereat  f ree,  longer 
periods of re-nt, etc.) t o  Syria, Somali and, by the end of' 
37r,:i, iollowing the USSR" move, an interest; free loan of 
630 !&illion repayable by 1990 toAlger ia .  I n  t o t a l ,  Colr~nllnist 
China extended new credi t s  and grant8 amouniing t o  some $16 m i l l l m  
i n  1962 and $88 million i n  1363. 

-L 

(1) Sue ?art 111 - S t a t i s t i c a l  Annex: Clart X and Tablc 11. 

(2 )  For summarieed in iormt ion on n e w  economic credite and gmnte 
extcndad between l e t  Ju ly ,  1962 and 3lst  December, 1963, See 
Part 111 - S t a t i s t i c a l  Annex: Table I ,  Chronological list of 
new economic ass j s tams  commitmente. 



(b) Drawlws 

29, The geographical d i s t r fbu t i cn  cf drawings r e f l ec t s  the  
chronologicsl developnent of the Sino-Sodet aid c c m i t ~ e n t s  s:r.ce 
1954. The main rc.cipicnts of economic a f d  del iver ies  are  s t i l l  
India,  t hc  United .%rah Republ! c , Afghanlctcn and ;~.Aonesia, who 
arn0.q thcmielvcs a b x r 5  a?)oUt 7098 of a l l  Zinc+Soviet aid drawn s o  
far. The other  countries where Sino-Soviet contribut Ions t o  
economic developmcmt play an important r81e are: ?n the MldJle East, 
Syria,  I raq  and Yemen; In A s i a ,  Cambodia and Nepal; i n  Africa,  
Guinea, Ohnno, Mali and Somali. The flow of Sino-Soviet economic 
aid ac tua l ly  de l ivere l  continued during 1962 and 1963 t o  follow the  
earlier pa t t e rn  of dis ' r ibution,  with m i c a  receiving more aotive 
oonsideration. 

JO. Despite the  attempts to accelera te  the r a t e  si' 
impleaentation of c red i t8  previously extended, the drawings 

1963 a id  not lrlcreaee according t o  the w i s h n s  of t h e  
rec ip  ent countries and reports  of d ieeat lafact ion a s  t o  the  slow '-Y 
rate af u t i l i s a t i o n  among msny Comrmnist a id  recipients  became more 
fvequent. The avnilable outetandlng credits by the end of' 1963 
a t i l l  amounted t o  roughly twice the t o t a l  of a i d  actual ly drawn 
mince 1954. 

31. I n  a numbcr of cmes where forthcoming local  currency 
hsd been inadequate t o  sup2ort the l o c a l  costs  of joint projects ,  
the USSR provided commodity credits. Thus #22 million of 
pmvioualy extended o red i t s  wera obligated f o r  commodity cxports 
t o  OhPlna t o  generate the mds for t he  loca l  cost  elemcnt i n  
Soviet a i d  projccte.  I n  Guinea, the USSR established a special  
adminietration t o  aasumo f u l l  reeponnibi l i ty f o r  t h e  cornplction 
of Soviet aid projccts  , 

32. I n  1962, about n 7 6  mil l ion had been drawn, of which 
about $270 million on Sovlet,  $94 mil l ion on S a t e l l i t e  and #I2 
mill ion on Chinese econonic credits and grants. In 19b3, thmc 
figures were: #+64 mill ion in t o t a l ,  $383 rnillion on Soviet, 
#60 mil l ion on S a t e l l i t e  and 6 2 1  million on Chinese economic credi ts  
and grants.  

( c )  m-ntnte -- 
33. One of the ndvant~ges  of thc: f inanc ia l  a i d  exteniled by  

t he  Sino-Soviet countr ies  is  t h e  poss ib i l i ty  o f  rtpa!.?xnt 11: t h e  
form of loca l  cornnoditlea. So f a r  the r e p y n e n t s  on %viet 
economic c r e d i t s  haw been re1otiveI.y srnall and only re.3chcd en! 
eignificance i n  the caws of India,  InConcsia and E r:-pt. T!.wn..nil;r 
be e8ti:aated t o  re,wer,eilt anr~u:ll ly a t o t a l  of' S O I . : ~  2 60 mLliion. 
The only country where annun1 repayment cbl igs t ions  have c r e ~ t t c l  
'a real economic problcn is Indonesia, because i n  t r d d i t i m  t o  hcr 
t3~0n0rni~ purohnees, considerable indebtedness f o r  m i  litcirj. 
de l iver ies  has been i~lcurred.  Thc a t t i t u z e  of  the Comxr.ist 
countries t o  rcpnyment has generally been tough, cven a t  tile r i s k  
of unpleasantnusa. 



XI, MII,I%RY ASS ISTUJCE ( 1) 

34. ~ l t h o u g h  the  volure of new mi l i t a ry  assistance &tended, 
running at about f i00  t o  mlliion a year during 1960 and 1961, 
was reduced i n  1962 and 1963, the decllnc: i n  t h i s  f i e l d  was for  
from reaching the  proportion8 it had i n  the extencion of 
economic aid. New mil i ta ry  aid com~tmeri ts  during 1962 and 1963 
n e r ~  probably of the o lder  of 6300 t o  #350 million a ycar. In 
1962, t he  main recipibnts  of mi l i t a ry  a id  had been Indonesia, 
f paq, t h e  United A r a b  Republic and Ghana, whi le  India nnd the  
Yemen wepe added t o  the list of recipient8 of Soviet mili tary 
equipment. I n  1963 n e w  mil i ta ry  aselstance agreements were 
concluded a1 t h  Algeria, the Unlted Arab Republic . India, Camboaia 
nnd Somall. 

35. It %s generally agreed that mil i tary  a i d  i e  po l i t i ca l ly  
more eMoct lve  than ccororsic a i d  of comparable s i z e  and tends t o  
create s tronger l i nks  between recipient  and donor count r iee.  In  
t o t a l ,  s ince  1955 the  Soviet countr ies  have extended about 
B.2 b i l l i o n  mil i tary  a i d  of which some l+OJ& naa i n  the form of 
disnounts and g-ta and 6% in the form of c red i t s .  

36. Of t o t a l  mi l i t a ry  a i d  extended from September 1955 t o  
the end o f  1963, I ~ o n e s l a  remains by f a r  the  most Important 
rac ipiant ,  followed by tho Arab o w n t r i e s  (Bgypt, Syria. Iraq 
and t h e  Yernsn), w h l l e  mi l i t a ry  a i d  provided t o  other  ccuntries 
(Afghanistan. Ohana, Algeria,  Cambodia, India and Somali) may 
i n  aome cases be cmaider@d tmportant- Prom the point of view of tho 
recipient  country, but remained r e l a t ive ly  small i n  t e r m  of . 
absolute value. 

37. Another navantrrge of mi l l t a ry  a id  over economic 
aselstance resu l ta  f r o n  its easier Implementation. During 
1962/63* dalivwrica of mil i tary equipment t o  the  above-mentioned 
countr ies  continued a t  a rapid rate. Bloc mil i tary  a id  helped 
Indonesia t o  stage a mil i tary build-up on the occaslon of the 
conflict with the Pietherlands over Dutch New Guinea and ass i s ta  
her  i n  h n r  opposition t o  Ualaysia. 

38. I n  the Middle East,  Soviet mil i tary a i d  t o  r i va l  Arab 
countt.ies nor includes the  supply of missi les  and aircr. ift  as 
adveaoed as thosc they scpply t o  Eastern Z~ro2earr cauntrics und 
even i f  tho USSR cnn produce t h e m  readily,  the cost of s u p p l y  iny 
them has obviously been growlag. Soviet mil i tary aid has provided 
Afghaniatan with an incpeaaed capabi l i ty  t o  overcome in tc rna l  
diaeonsion i n  the  tribes. Iraq, a f t e r  the Fcbruary 1963 
~ c v o l u t i o n ,  decided t o  cancel her surface-to-air missile programme 

(1) See Part  111 S t a t i e t j  ca l  Annex :hart I T .  



mn& was reportedly seck?ng t o  subs t i tu te  ccmnventior,al wcapons 
for  thcsc missiles i f  thc Soviets would agree. 

39. l'he Soviet oow.tries have also unde."takm ncgot1at:or:s 
t o  rceolvc the problem of spa~*es,  replocemcnt parts. mid mnterial 
mtintcnancc w i t h  India, I.mq and the United Arab Rcp~blic. 

( c )  rtcpa.vmcnta 

40. A 8  said e a r l i e r ,  Indonesia, who has t o  pay f o r  more than 
#l b i l l i o n  worth of militar;y equipment delivered by the USSR and 
some European aa t e l l i t e e ,  ha8 been able t o  obtain a f t e r  prolonged 
negotietions a reductton i n  hcr annual repaymnt obligstiona. 
Condition8 under wfllch military credita a re  extendcd usually 
remain undisclosed, but i t  would seem that  the pcriod of 
reimbursement might be shorter  than the generally agreed twelve 
yeare' duration of economic loam. Repaynents arL rcflucted in  
the export track of the  recipient country, although it I s  often 
d i f f i cu l t  t o  indicate the  portion of such trade devoted t o  
rc.imburse~ent of military credits. 

(a) Tccfuricinns i n  develowinn countries 

41. The rapidly gathering momentum of Communist technical 
aesie tmca and t ra ining p r o g r a m s  mny well jus t i fy  addtd attention 
from thc  NATO oountries. Ci-rilian technicians and advisera f rom 
communlet coun%cies i n  the dereloplng areas rose from 8,650 by 
mid-1962 t o  11,215 by dd-1963 and t o  11,885 nt  the end of the 
Year. To this muet be added the number of military technicians 
aeeigncd t o  developing countrice (7,140 by mid-1962, 4,600 by 
mid-1963 nnd 2,310 at  the  end of 1963). To some elnent t h i s  
incrcnse re f l ec t s  the tur ther  acceXeratcd implementation of the 
pP0jcCt8 under the economic aesistancc propamas .  Sime 1962. 
however, the  Sovieta have s t a r t ed  t o  conclude technical aid 
mgreemcnts, aa dis t inc t  from any m j o r  economic credi t  arrangcment8 
and by mid4963 sow 1% of c iv i l l an  technicians wcre engaged i n  
medical, edumtfon, planning, advisory and managerial a c t i v i t i e s  
not re la ted  to econom4 c assistance projects. 

42. About 7% a nuniat c iv i l ian  technicians currently 
a t  work i n  thc d e v ~ r ~  - - rc~t ions  am concentrated in  seven 
aountries: Afghanistun. Algeria, Ouirba, Jndia, Imq,  the Uni tcd 
Arab Republic and tnc Yemcn. Th~oug'lout t.% :'el? a g:,o~p of' 
1,700 Sovict tochnicinnr w ~ r c  at work on the E~yp t i an  Aswan Dam. 
The number of bloc mili tery technicians during 1963 increasegl 
Considarabky i n  Syria, the  United Arab Republic and t h o  Ye[>. 11.  

The number of military advisers i n  Imtq bogan t o  dt3clinc af'tr" 
the frill of Kaaaim i n  Febr*xr;f 1s3, whilc in Indcnc3io 4 t1.e t o t a l  
number of military ndvisera l e f t  during the 2nd half of 1963. 

.- 
(1) Sec Part  111: Stat is*, icnl  Annex Chart I" d m, 510 I11 



L3. The West obviousljr greatly outnumbers the 14,200 
c i v i l i ~ n  and mi l i t a ry  pc.PSmx?l from the  Comunist countries a t  
work i n  30 dif ferent  c%veloping oountries of the free world. 
Although t h e m  is  s o  far no evidence t h a t  the Sino-Sovlet 
bechnlcians have been engaged i n  p o l i t i c a l  ac t iv i t i ea (1)  t o  the 
extent t h a t  t b y  o c c u ~  s t r a t e g i c  posi t ions,  as f o r  instance i n  
the c e n t r a l  planning admlnistrntion of the recipient  country, 
they may bo sb lc  t o  influence the  development of an econow in  
auch a w a y  ae  t o  extend o r  re inforce  i ts connection with t . ~ c  
Communist bloc and thus  craate  l i nks  t h a t  may prove l a t e r  
extremely d i f f i c u l t  t o  aev'er. 

(b) Traininn of n a t k a l e  of devc lo~inu  countries i n  tho 
Lno-Soviet bloc 

44. Approximately 14,400 academic and technical  students 
during 1963 won! current ly  being t ra ined i n  Communist i n s t l t u t i o m .  
I n  addi t ion a t  tho end of 1%3, some 3,000 mil i tary t ra inees  wem 
reportedly @mollt?d i n  mil i tary  t ra in ing  p r o g r m c s  i n  tho 
Communist countries. The bulk of the  academic t ra inees  comes 
from various African countr ies ,  while the group of tcchnioal 
t ra inace  c o n 8 i s t ~  mainly of Indian, Indonesian, Egyptian, Guinean, 
Yaliryl on4 Algerian nat ionals .  The major port ion of the military 
t ra incos  came from Indonesia, Algeria, Yemen and Syria. 

65. The e i f o r t a  of the Comunist countriee t o  enhmce t h i a  
p res t ige  through the provisions of educational f a c i l i t i e s  f o r  
s tudents  of the developins cauntriee received much unwelcome and 
advcree publ ic i ty  during 1963. The eubstant ia l  exodus of 
African students  trom Bulgaria after the  February student 
&monetrntions i n  Sof ia ,  the  aerloue incidents  following the 
death of R Ghanaian student In Moacow i n  mid-December and the  
pe r s i s t en t  d i s sa t i s f ac t ion  of etudents i n  other bloc countriee 
s ince  then has shown t o  the Communist loadera the difficulties 
involvcd i n  t M s  kind of aid. The main grievances openly 
expressed by the s tudents  from developing oountries include 
r a c i a l  d i sc~ imina t ion  and segregation; excessive p o l i t i c a l  
indoctrination; exploi ta t ion f o r  propaganda purpoees; 
m s t r i c t i o n s  of w r s o n a l  movement. associat ion and expression and 
d iasa t i s f  a c t  ion h t h  academic ou&icula. There are kny 
indicat ions,  however. t ha t  t he  Communist countrics intend t o  
pureue the16 programs& f o r  t r a in ing  personnel from developing 
countries nnd t ha t  t he  developing countries w i l l  continue t o  
accept scholnrships i n  view of tho lack of  badly needed education 
f e c i l i t l e s .  The expansion of the "Pcoples Friendship University" 
i n  Moscow is making fu r the r  progreas and enlwllment f o r  the 
1963/64 academic year  w i l l  exceed 2,600 according t o  an 

' 

announcalpent by t h e  rector .  In  Novem3er 1963, o new I n s t i t u t e  
f o r  fore ign etudents w a s  openad i n  Sofia, apparently i n  an 
attempt t o  isolate foreign students  from Bulgnrions and thus t o  
reduoe fu tu re  tenalone. 

(1) However; i n  Guinea, Sekou Tour6 has mentioned Soviet ci-'ilinna 
among the  elements which al legedly attempted t o  foment tlke 
overt;zror of h i8  g o v e m e n t  . 



. The signi2'icance of the  14,400 students m a  t ra inees  
from developing c a m t r i e s  currently I n  Ccmmcl.nist cour~tr iee h?s 
t o  be Eeen i n  r e l a t ion  t o  the e&~ca:ional e f f o r t s  of  the W ~ s t .  
I n  1962, there  wert reportedly some 80,000 s t u d ~ r ~ t s  from 
devu loping counll-ies i n  univers:t ieS anrl technical  education 
i n s t l t b t i o n s  of the Uri ted Kingdom, France and the Federal Republic 
of Germmy. I n  addit ion,  43,000 Were studying i n  the United Statea 
and another 7,500 i n  Italy, Canada, Portugal and thc: Benelux 
countrierr(1). In  the f i e l d  of academic and technical  t ra in ing 
f e c i l i t i e s ,  the  West has obviously more t o  o f f e r  than the Communist 
oountriea and the  number of nat ionals  from developing countries i n  
the  West is almost10 times grea te r  than tha t  of such etudents and 
trainees i n  Oommunist countries. Nevertheless, i n  absolute terms, 
the number of  students golng t o  Communist educational i n s t i t u t ions  
l a  already subs tan t ia l  and t h e i r  numbers may w e l l  continue t o  
increase i n  coming years. 

47. Western se lec t ion  methods, by s t ress ing  academic 
achievement, often tend t o  r ec ru i t  privileged p u p i l s  of missionary 
eahools and e c h o l ~ r s h i p s  do not always provide f u l l y  f inancia l  
support. By waiving academia and language requirements, the 
Soviets encourage the poor, less-educated students;  they generally 
offer  s t ipcnds  which include t r a v e l  expenses, food and lodging, 
t u i t i o n  f e e s  and cven clothing allowances. Such students a re  
I ~ e q u e n t  4 aclectod from among the younger age groups; their 
aouraes cover a longer poFicd of time than i n  the iVest and once 
se lected t;.ey can expect t o  be supported u n t i l  they receive t h e i r  
dearnee. Although many complaints have been ra ised,  it appears 
that t h e  Soviet system s t i l l  presents  the advantage of extending 
eduaa t ioml  f 'aa l l i t ies  t o  bright  students whose f inancia l  
Pi tuat ion provants thcm fram considering a l te rna t ives  i n  Western 
countriae. 

(a) Ovemll  t rade  

48. According t o  the oPficin1 trade s t a t i s t i c s  reported by 
t h e  developing countries who e n t e r t a i n  t rade re la t ions  with the 
Sino-Soviet bloc, t o t a l  impor t s  and export8 t o  and f rom the Sino- 
Soviet countr ies  increased rapidly from 1954 t o  1963. From 1960 
onward8, the r a t e  of increase slackcmd, 1961 ir.dicoting onlx a 
496 increase over 1960, I n  1962, a 1% i n c x a s e  v:ns rsported 
which ~howed an iniprove~en",ut r c n c h e d  v r z l l  5elo.v the 2 6  
around gains of e n r l i c r  yeax9s. During the f l r s t  half o f  1963, 
t o t a l  t rade  turnover increased by 1% over the cornpal-nble period 
of 1962. The share of t h e  USSR i n  t o t a l  trade of C o r n m w i n t  
oountries with the d e v e l o ~ i n g  onec, increased s l i g h t l y  a t  tile 
expense of the  European s a t e l l i t e s .  - 
(1) On t h e  bas i s  of informaticn provided by Western countries t o  

O E D ,  see A n g u s  MADDISOiJ "Ynu rBle of Tec1,rlcal Assistance 
i n  Economic Bvclopment i n  the  OIXD Ohscrsver, No. 7, 
December 1963". 

(2) Sce Pnrt  IV: S t a t i s t i c a l  Annex Chart IV and Tnblc 1'4. 



49. The Bhnrc of Comrrmnist countries i n  t o t a l  trade of 
?~n~er-%.veloped c ~ c n t r i e s  remained a t  about % but the Comunist 
ccxt:.!e:: c~.r,?frllr: t o  c c c u y  a predominant place i n  a l i n i t e d  
r m . F ~ ?  c f  EC;' x z r d  dcv2'lo;?ing countrlee. They ore. f o r  instance, 
rrurplylng rno= thml ha l f  the imports of AfghAnistnn and abcut a 
quarter  of tho importe of Mali and t he  United Arab Republic. 
They provide botwocn 15 nnd XY$ of a l l  Indomainn, Burmeso nrld 
C~mbodlnn ircportcj. 9 c  Communist countrlea ore a lso  provi<:ing 
a s l g n i f i c m t  nmr:z?t f o r  ~omt: developing muntr lee ,  absorbing 
about 4% of thc  e x p r t s  of the  United Arab Republic, about 
of tho expor ts  of Af,.hanistan and Mall, betwecn X) nnd 2577 of 
Syrinn nnrl Oii1ns.n.n exgorte and more than 1% of Urugrmyan, 
Sudanese, B w i e c  , Caclbofian, Ceyhmeoe, Ineian and Indoctsiar. 
export 5. 

50. ' w t s  from Connr1niet countrie8 t o  the  developing 
cocntriEs c f  the free wcrld have i n  recent years increased mom 
thnn iniporta from these countries. mile t o t a l  trnde rose f r o m  

#TO?.? nC1lion i n  1954 t o  4'2,289.5 million (19% = loo, 
1962 =. 320, importe by Co~unmist countries from developing 
c c ~ m t ~ i e n  hrvc r-rrxincd allnos% at  the  same l eve l  since 1359 
( 1 ~ 5 : t  = 130, 1362 Sino-So-riet import8 = 292) .  The recent ~ ro r r th  
of t o b d  t r d c  ic; thud mafnly thc consequence of increased 
de l iver ies  of c a p i t a l  goo- from Colnmunist countrica t o  
bove!.oplng ones. In 1994, t o t a l  3 o r t s  from Communist countries 
t o  tho dcveloplng or&s amounted t o  30 million find have since 
lncrea36.d fo ir ly  8'Yeadily million i n  1962 (1954 = loo, 
1962 ~ino-Sovfet cxporta rr 

51, The llirportance of c r e d i t  extenslone has been incrensingly 
etrcsser' n s  almsJs f o r  a subs tan t ia l  exgansion of trade bctwcen 
CommclnS t c o u t r l e s  and t he  developing ones. In view of the 
bolmce of pa~-mcn:e groblens of some of the developing countrlus 
f e c r ~ i s i n g  aid  from Coinmunist oountrlee, there has bcen on the 
Com~unist s ide  un increasing tendency t o  link f'uture nid mom 
closely wlth b i l a t e r a l  trade. In 1963, India and the USS2 had 
been negotiat ing an agreement according t o  mhich the USSR would 
unilertnke t o  cor.8truct cansuncr goods f actor ies  OAI credit, w l t h  
repaymcn t o  be made svcr~ tua l ly  by expwts  of thc  goods p1.oduce.3 
thellfrb. Such agreements had been devieed e a r l i e r  and proposed 
by Czuchoslovrikin. T% trade agreemEnt betwecn t h e  USSR and 
Indonesia providcn f o r  an ann&-1 1ndonesi.m t rade  S u r p l u s  of 

420 n i l l i o n ,  which w i l l  be used t o  wpay part of tho 1ndon~:sinn 
debt obligations. 

52. Tho Soviet Union has for  many yenrs owncd nnd c m t r o l  *i.d 
i n  Loadon a b,mk, the Milscow Xarodny Bnnk, which specia l i res  i n  
flnanclng t h c  Convtir t ihi~ currency trndo of t b  USSR. After  
v i s i t s  b~ of f i c l a l e  of the bank t o  the  Lebmon and clsewhcrc i n  
the  Middle Fnst,  Afr ica ,  Mexico nnd Cuba, a ncw branch has becn 
opened i n  B c i r ~ t  :n thc  hope of dcrfving greater  advnntngcs frcl.1 
convcrt l t l e  cu:-rcncy tm ;c t ransact  ions i n  di.veloping c o u n t r i ~ s .  
without abandor,.'n~ tnc !: i l a t e r a l  arrangcricnt system. 
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53. Some developing countries have been expressing 
dissatinfaction with their bilateral trade arrangements with the 
Com~lunist countries. Ghana has proposed that trade and payments 
agreements nhould be renegotiated in order to ensure periodic 
settlements of the bilateral accounts in hard currencies or 
otherwise to provide for the payment of interest on the outstanding 
trade balances. Indonesia is attempting to liquidate its 
clearing agreements with the European eatellites with payments 
to be effected in freely convertible currency, while at the s m e  
time trying to guarantee a trade surplus by binding agreements with 
respect to the total vslue of trade. Brazil, after running a 
f~vourajle trade balanc- with the bloc for two years, has 
managed to include in its new five-year trade agreement with the 
USSB,a provision by which Brazil can use the surplus on its trade 
with the USSR to financ2 imports froui the European satellite 
countries, provided the latter agree. Such polygonal trade, 
though a far cry from multilateralism, might facilitate Brazil's 
trade with the Soviet colmtries. 

(c) Recent trends 

54. Price movements during the 1960s have resulted in a 
15s decline in primary product prices, accompanied by an 11% 
increaee in the average unit value of manufactures. The 
deterioration in the terms of trade was more or less continuous 
from 1954 to 1961; in 1962, commodity prices were firmer, and 
in 1963 have on the whole remained stable, with the exception of 
ta considerable increase in the price of sugar and a steady 
decline in that of nstural rubber. The long-term outlook for 
the further evolution of primary product pricea is not 
encouraging for the developing countries in the light of further 
technological advances and ahifta in consumers' preferences. 

55. Againat this background the Communist countries generay 
portray themselvee as having economies whose demand for a wide 
range of foodstuffs and consuer goods enables them to absorb the 
agricultural surplusee of primary producing countries. In 
addition, they claim that their planning system allows for the 
proviaion of stable markets in terms of both prices and quantities 
for products from developing countries. Trade statistics have 
often eontradic+e? these claims and trade of Communist countries 
tas ahown wide fluctuations in  the volume of purchases from Year 
to year, quotas included in bilateral agreements have frequently 
not been met, developirig countries have occasionally found it 
difficult t c  obtain from the Crmmunist countries the kind of goods 
and cquipwent they wanted most and the prices paid for the primary 
comoditie8 exported, although kept stable, have not always beer. 
favourable to the developing countries. However, to the extent 
that the depressed prices for primary commodities in the West 
have encouraged developing countries to seek markets elsewhere, 
the unfavourabla long-term trends for such price movements will 
continue to make trade with the Communist countries attractive. 
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56. The r e c e n t  f i n n e r  t r e n d  i n  primsry p roduc t  p r i c e s  i s  
mcinly due t o  i n c r e a s e d  economic a c t i v i t y  i n  the  Unitefl S t e t e s ,  
and t h e  maintenance of  a h i g h  l e v e l  of Eemand i n  V t e ~ t e r n  E1.~.3ye. 
The i n c r e a s i w  v o l w e  0," c r e d i t s  far zvestment  goods extended 
by t h e  West, t h e  n c g o % i a t i o n  of i n t e r n a t i o n a l  c o m o d i t y  rlgreements, 
p r o t e c t i v e  measures f a v o u r i n g  e e l e c l e d  producing c o u n t r i e s ,  have 
a l l  he iyed  t o  a l l e v i a t e  t h e  odveree  movement i n  t h e  t e rnu  of 
t r ade .  Most impor t an t  of all l a  t h e  growing avrarenese of  tho  
f r e e  world o f  t h e  impor tance  of  t h i s  problem, which p r e s e n t s  n 
major challenge t o  'he f r e e  wor ld  on i n t e r n a t i o n a l  economic 
r e l a t i o n s .  



PART I11 

S T A T I S T I C A L  I W I . l K X  

Chart I: Economic aid extended by Communist countries 

- recapitulative totals 1954/63; - credits and grants extended to and drawn by less- 
developed countries of the free world from 1954 to 
1963 ! ncluaive. 

Chart If: Military aid extended by Communist coi~ntriee 

- recapitulative totals 1955/63; 
- aid in the form of discounts, grants and credits 

extended to and drawn by less-developed countries 
of the free world from 1954 to 1963 inclusive. 

Chart ITI; Technical aesistance provided by the Communist co~mtries - 
- civilian and military personnel (technicians experts 

and labourers) in less-developed countries of the 
free world (half-yearly situatton from mid-1956 to 
end-1963). 

Chat IV: Trade between Communist countries and the lesaG 
xeveloped ones of the free wcrld outside Europe 

- annual total turnover at the end of each year 
1954/62 inclusive. 

Table I: Chronolonicnl list of new ecanoalc assistance 
c~mmitments (credits .md nrants) ulldc?rtake3 by the 

Table 11: Bconomic credits and cants extended by Communist 
countries and d eveloping countries of 
n n r e e  world 

Hecapitulatlve totals January 1954 to December 1963) 
country breakdown). 

Table 111: Civilian technicitns from Comufiist countr.les in t!-e 
develo~inrt countries 

Situation aa at end-1963 

Table IV: Trade of develo i_Fg coutn r'eswiLh-the USSR. the 
hlropean Sateldt&~omuni8t x h i n a  a d  its Aoian 
8atellitee (1960. 1961 and 12621 

A. Imports 
B. Exports 
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i C H A R T  I ~ ~ / 1 ? 7 . O / l 7 0  

L ECONOYIC AID EXTCWDLD 8 COYYUWIST COUNTRIES 

BECAPITULATIVE TOTALS IVY/ 63 

IIA~II,." us SI 

I. A ~ T  OF A m  EXTEMOED 4 - 9 4  

Of WICH 

IN THE F W Y  OF GRANTS 32s 
IN THE FORM OF CREDITS 4615 

CREDITS AH0 GR4NTS ELIENDED TO AND DRAWN BY LESSDEVELOPED COUNTRIES 

OF TnE FACE WORLD FROM I V U  TO 1963 INCLUIlVE ( 1 1  

ACCUUULATLD OUlSTAWDIMC CREDITS 

YIIII." U.S. I 

I t 1  I1 c.mp.nd )D )he ~h.,t rh. ~ r r .  h . ~ d m ~  ern nmrmr. nponm. I, r h d d  L. born. in wnd h r  

. C u b  rh+rh  ocraptd w d  fro- 1960 c.nr.rds. hen mr been &l.md hvn rh. h t  01 I....d.-do,.d c w n r r m  k l ~ r ~ ~ - q  1. IL* In. --I* 

. heun. h e n  L..n n.,..d on I*. be.#. .I i o n #  mr.nv m b o l l m o n  
NATO COUP IDENT1.L 



8 I L l T A R Y  A EXTENDED BY COI I IU I I IST COUNTRIES 

RECACITULATIVE TOTALS I9SYt.J 

lY1I1.e" US 5, 

I 
1 UYX I IT  OF AID EXTENDED 3.100 

OF WNm t 

IN THE FORM OF DIYOWTS *M) GRANTS 1.300 
IN TNL FDRM OF CREDITS 1 . 0 0  

AID IN THE rmu OF DIKOUNTS, GRANTS AND 

CREDITS EXTENDED TO hND DRAWN BY LESSDEVELOPED COUNTRIES 

OF THC FREE WORLD r n O v  l w s  TO 1963 INCLUSIVE 11) 
i. s 

1 
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C H A R T  I l l  

TECHNICAL ASSISTANCE PROVIDED BY THE COMMUNIST COUNTRIES 

PERSONNEL (TECHNICIAYS, EXPERTS AND LAROIJREPS) IN LESS 

DEVELOPED COUNTRIES OF T H E  FREE WORLD OUTSIDE EUROPE ( I )  

( 1 )  Mlnirnumamr&ma9es on a 6 monthlv h . 1 1  d Communist persond in k s r  dm1op.d counhml of the Fns World (or * 
p o r i d  ol  d Iaosr m t h  .rcludinp pr.cnvml .daI1 a"909d in wsd. p-rmn. Th. pnmnt chart 11 rmt comporobi~ 

lo V h .  M 1nclud.d in pmrrow m p m s  u n h r  th. maw Minp in thd C u b  hor h n n  mxc1ud.d horn the i t s t  of Crer 

World Iasr de*rlop.d rounn#a#. 
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. 
TRADE BETWEEN COMMUNIST COUNTRIES AND LESS DEVELOPED 

COUNTRIES OF THE FREE WCMLD OUTSlDE EUROPE ( 1 1  

ANNUAL TOTALS (IMPORTS EXPORTS) AT THE END OF EACH Y E A R  

I 

European Sateilttes _ , - ' 
I' 

I -- -- 1 

I 

LESS DEVELOPED COWTRIES EXPORTS TO AND IMPORTS FROY THE SINO-SOVIE T COUNTRIES 

u~ccr a $ USM EUCOCPAM SATELLITES COWHIST CHINA 
-- - 

- L D C  w e n s  e. 

- -1 I 



July 1962 : Pqlsnd - UMi(E~apt): $20.0 millinn(creditj 
- Purchase o f  industrial equipment and 

technical assistance 

- Repayment In commodities 

Czechoslovnki~ - Burma: $2.2 million 
(credit ) 

- bgricultural equipment (1,000 
tractors, lorries, ploughs and H 

traotor assembly plant) - 2.5% Intereat, repayable over 
12 years 

I I S D  - Iraq: $1.4 million (credit) 

- Addition to the line of credit for 
economic development extended in 
march 1959 

- 2.55 interest, repayable over 12 yews 

August 1962 ; ( 4 )  _USSR - ha: $3.8 mill ion (credit) 
- Irrigation dam in central Burrca 

- 2.55 interest, repayable over 12 
years with deliveries or rice 

Bl i l~ar ia  - Alueria: $0.5 million (relief 
grim t ) 

- Medical mission, medicines, 50 bed8 

Czechoslovakia - A1cd:rin: $1.0 million 
(rclicf grant) 

- Medical mission, clothing, medicir.es 

Soviet Zone of Germany - Algeria -- 
$0.5 million (relief grant) 

- Medical supplies, clothing 
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( 8 )  Huncary - A l ~ e p i s :  $1.0 zillion 
(relief grant) 

- Equipment for a 100-bed hospital 

( 9 )  goland - Al~eria: 81.0 million 
(relief grant) 

- Sugar, wheat, fruit juices, soap, 
10 ambulances, dental equipment, a 
medical mission, various comodities . 

(10) Communist China - Algeria: $0.5 million 
(relief grant 

.. - rrheat, construction steel, medicines 
(11) USSR - Al~cria: $1.5 million(re1ief grant) 

- dhest, sugar, rice oil, fish, 
condensed milk 

October 1962: (12) Poland - Morocco: $12.0 rnillion(credit) - Imports of capital goods and equipment 
- 3% interest, repayable over 8 years, 

20$ in cash and 80% in Moroccan goods 

(13) Hungary - U A R ( E d .  $23.0 million(credit) 

- Capital goods and equipment, 
including $12.0 million for railway 
rolling stock 

- 2.5% intereat, repayable over 8 years 

November 1962: (14) Poland - Ssria: $15.0 million (credit) 

- Purchase of industrial goods and 
services for development projects 

- 3% intereat, repayable over 8 years 
(15) Poland - India: $32.5 million(credit) 

- Development of coal mines and 
equipment for coal industry 

- 2.5% interest, repayable with Indian 
commodities 

(16) USSR/~zechoslovakia - Yemen: 
- No details available - 



December 1962: Poland - Brazil: $70.0 million 
(line of credit) - Val-ious economic development projects 

including $26 million for a 200,000 h 
thermal electrical station, the 
largest of the kind in South America; 
ana $7.5 million for steel rails for 
the railway system - 396 intereet - repayable over 7 years 

USSR' - Laos: $2.6 million (grant) 
- 4 transport aircraft and 1 helicopter, 
a 200-bed hospital, and a 50 hv radio 
station 

USSR - Laos: $5.0 million (credit) 
- Conetruction of a hydro-electric 
station on the Barn Nhiep River and 
several small installations 

- 2.59 interest, repayable in local 
currency over 12 yeers starting 
1 year after the station is put into 
operation 

Soviet Zone of Germany - Laos: $0.1 
milrion (grant) 

- Various gifts (photographic equipment, 
sports goods, e tc . )  

Communist China - Laos; $4 million 
(credit) 

- Long-term loan for economic development 
including conatruction of a road to 
Phong Saly 

Czechoslovakia - Brazil. Amount not 
available (credit) 

- Loan to a private Brazilian firm for 
the establishment of a shoe f.rctory 

- Induetrial equipment and mrlchinery, 
technical assistance for implementation 

- Interest free - repayable over 10 years 
. starting 1st January, 1976 
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(24) Bulgaria - Tmisia: $1.5 million(credit) 
- Construction of a "Sports' Cityu 
Tunis 

near 

- 3s interest, repayable over 5 years 

March 1963. (25) USSR - Af~hanistnn: $5.5 million(creditj 

- Addition to earlier line of credits 
including $1.5 million to generate 
local currency for Soviet & i d  projects 

(26)  USSR - Burma: $2.6 million(credit) 
- Purchase of 1,000 tractors, spare 
parts, accessories, and other 
agricultural inplements. Technical 
ossistance in tractor assembly and 
maintenance. Training in the USSR 
for Burmese tractor technicians 

April 1963: (27) Poland - Ceylon: $6.4 million (credit) 

- Complete industrial plants, machinery 
and equipment including $1.2 million 
for a hardware factory 

- 5% interest - repayable over 8 years 
(28)  USSR - Cmbodia: $12.2 million(credit) 

- Hydro-electric power station on the 
Kanchoy River - 2.5% interest repayable over 12 ycnrs 
starting 2 years after com?letion of 
the work 

May 1963 : (29) Bulnaria - Al~e~ia: $6.0 million(credit) 
- Construction of .e textile mill, a 
tannery and an electric motor factory 

(30) czechoslova&$g-=~n&qe_~i~: $5.6 million 
(credit) 

- Rurchsse of trucks and lorries 
- 5% interest, repayable over 6 years 

(31) Communist China - Y e r e n :  $0.2 million 
(grant) 

- Wheat, proceeds of the snlcs to be 
uoed for governmental operations 
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June 1963: (32) LTSSR - UAR(EKYD~~: $44.4 million(credit) 

- Unspecified industrial projects 

July 1963. (33) USSR - Iran; $38.8 million(credit) 

- ~onstruction of n jointly finmced 
dam on the Soviet-Iranian border; 
eleven grain silos; sturgeon 
hatchery, dredging 

- 3.6% interest, repayable over 12 years 
starting after completion with 
Iranian exports 

August 1963 : (34) Comunlst China - Somalis; 
820.0 million (credit n.0 million(grant) 
- Credit for economic development 
- Grant for budgetary support 

September 1963: (35) USSR - Al~eria: $100.0 million (line of 
credit) 

- Por economic development (primarly in 
the field of agriculture) and 
technical assistance, including 
delivery of 500 tractors, construction 
of tractor stations, developmcnt of 
cotton and sugar beet cultivation; 
land reclamation; plants f o r  
proceeaing ngricultural products; 
technical assistance for development 
of Sahnrian oil and gnu resources 

- 2.5% interest - repaycble over 
12 years 

November 1963: (36) Commwrist China - Al~eria: $50.0 million 
(line of credit) 

- Economic development projects and 
budgetary assistance 

- Interest free, repayable by i 990  

( 37 )  Coechoslovak?a - India. $50 million 
(credit) 

- Czechoslovakian pnrticipatior~ in 
Indian econonic development pl:m 
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Recapitulatlvs totals January 1%4 - December 1963 
(in million US j5) 

Recipient 
country 

Extended by Extended 
Total 

Drawn 
Total Basterm Communist ChlN. 

MIDDLE EAST 

AFRICA 

Algeria 
h-hiopia 
Ohana 
(tuinea 
Hall 
uorocco 
S 0 ~ l i  
Sudan 
Tunlala 

Afghanistan 
Burma 
Cambodia 
Ceylon 
Inaia 
Indonesia 
Laos 
Nepal 
Pakistan 

U T I N  AMERICA 

A~gent h a  
Bolivia 
Bmzi 1 

T O T A L  

pro memorin: 
Cuba 

S C m - W E I E P I  



Eastern 
Europe 

Communist  
Chira 

Area & Country I USSR 
I 

NIDDLE FAST 

Cyprus 0 
Iran 

Syria 
wt (Egypt ) 2,115 
Yemen 

I 

AFRICA 1 1,520 

Algeria 25 
Ethiopia 120 
Ohana 220 
Guinea 425 
Mali 285 
Yarocoo 0 
Somali 330 
S U & ~  80 
Tunisla 35 

Afghani a t  an 
Burma 
Canbodla 
Ceylon 
Inaa 
Indonesia 
Leos 
Nopal 
Pakle tm 

IATTN AMERICA 

Arqentina 0 
Bolivla 
Brazi l  I 

(a) Minimum eetlmatea of the number o r  persozs present f o r  a 
~ e r i o d  o f  om uonth o r  more. Persons enga~ed sole ly  i n  
comscrclal o r  mi l i tary  activities a re  excluded. Numbers are 
roucded t o  the  nearest five. 

b Including 39 North-Vietnamese t e c M c i m .  
0 Including 5 North-Vietnawae a d  10 North-Korean technicians. 1 1  





NATO CONPIDEK'IAL 
n/127-D/170 

TRADJ OF DEELOPING COUNTRIES KITH THE SOVIST COUNTRIES, 
L-A AI~U - I T S  ASIAN S A T X L L ~  

Notes referring to Tnbles 1V.A ~ n d  IV.B, 

All data are based on official trade statistics of the 
&eveloping countries mless otherwise indicated as estimates 
(see (f)). 

(a) Annual rate based on Janunryharch figures 
b) Annual rate based on 3anuary/June figures 

Annual rate based on Jmuary/September figures 
A M U ~  rate baaed on ~anuary/October figures 
Annual rate based on January/November figures 

(0) in the c o l m  of $ of total trade represents less 
than 1s 

n.a. = not available. 
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Intrccluc tory Note -.--- 

P c r t  N conkins  a short annlysia of ths Communist 
attempts a t  economic penetration i n  those h % j E I - ~ l e ~ e ~ ~ ~ e d  
countriee where such ef fo r t s  hEve been most noticaa5lc during 
thc period, mid-1962 to  ena-1963. In mder t o  provide the 
sconomic bc.cl:aound fo r  f a c i l i t n t i n ~  the  evaluation of the 
Communist ecownic r.ctivitiee, a br icf  description of the 
prevailing e o o n o ~ c  ~ P t u e t i m  during 1963 of each of thcee 
aountries bae becn Cklded. 

ror each inc?lvi&al oountry, a table  sumarising 
past economic @.id, techniccl aeeletmce end t r c l e  hne been 
included to  indicate the overall  e izs  of the Connunist economic 
ef for t s  since the beginning of these activities irn 1954. 

The tom,  ::Gominunlet countrientl refers to the 
following aountriea: the  USSR, Comrmniet China, and * o  
European s ~ t e l l i t c :  comtr iee;  ( ~ u l g a r i a ,  Czechoslovnkin the 
Sovlet Ocoupied Zone of Oarmnny, Hungary, Poland and ~ o u c a n i k )  . 
The term mcy occoeionally include Ncc* Yorea ~4 l!orth Viotnm, 
nelthm of tAhich ace normnlly a dcmor of old. I t  w i l l  be noted 
fhot thc t o m  doe6 not include YugodLavin. 



Afghaniatan 
B 3 m  
OarnbocZia 
Ceylon 
Ind4.n 
Iat?onea5,n 
Lcos 
Nspcl 
Priklet.cn 
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I.. The Cyprigt cconorrgp l a  t r a b i t i ~ m l l y  bnsod on nmic t l l t u ro ,  
C l i m n t i c  c w d t t i c t ~ s  are,  hora-rer, h i @ y  uncortoin nnd a p i c t i l  turul  
ont3ct w&fcra F ~ $ ~ * G ~ v  f ian Erouat, In rddit ion,  f u m n 3  ut.4 t e  
t-ro 'hrakcn up i a t o  n r s .  bar of emnll holClngs whose prori t n b i l i  ty  
IF m G R t  w a c s  rrn2ins quostlonablo. FlnturPJ rcaourc.oe ,ma l h i t r d  
and c o n c l ~ t  mcinly of chrcma, asbeattw, copper and i r o : ~  ores, 
Enall-scr.10 1r.ditotly l s concontlme.tcd i n  tho c c p i t ~ 3 ,  Nicosin, c?d 
in t t o  p.vuta ol' Xrqp;ta,  Lar*MoE Pad Itinr.~aO1, The  couritiy !md 
hoped t!>nt %ourian w ~ t ~ 3 . d  help t o  ire&*ees i ts  ndversc trcdo ha;-nna, 
mtl 1% m e  doriving lnrogc benufita from t$i: Unitod Kir.g&m m i l l -  
tory b ~ 1 ~ 3 5  nn t . k ~  i n l m d ,  

?, D - a r f ~ g  3963, t i l o  oconaml~ situiit ion in Cyprus r m i n c d  
prexwldue, Jep&c"lng hcnvi;lp on extwnal Otnmcl r l  cid. In amly  
1965, tho TBPD cxtcnled n $21 mil l ian  l o c i  to cover throc-par tore  
QY +,he coet of  c. pra$zct f o r  an o lec t r io  power afc".tan. Tho 
Uni tad  1:1zgdm pwtic1p::tod In  ~ x l o u e  d e c t r i f i c a t i n n  projccts 
and or tonwd r? $5.6 mil l ion oredit mpplomontod by a $2.8 i a ~ l l i o n  
l o w  fxcm the Feriornl Ilcpubllo at ourmany in mid-196:. 

3, 2yp~:s m n  a t t m p t h g  to obtcin n b d l t i u n ~ l  n i d  frm 
Yepatern Ewoptnn countries when at the end of the ycnr ccnnornic 
eonaids-lo t l  ,PIG w a r @  ~anolctely oPerehadowod by t h e  dc ter iorr  Lion 
of the p ~ l i t l c n l  ~ l t u a t i o n .  

(million US a) 

1 Comnuniot  China I - I - i - i 

L 
-- 

(1) Poland 



4. A f t =  aonaiderablc de lay ,  Polnnd stnrted work on the 
Panngueta port during tho sacond hall of 1962 uncler the coonomic 
a i d  ngroamont eigned enrlicr. About 60 Poliah tachnicime have 
aince, bocn working mr thls pragoat. 

5. Cypriot trndo with thc Camrmniat aountris~l roe0 elgnpllfi- 
cnntly Qwlng 1962 orar 1961, mainly as a roault  of incr~cnad 
Cypriot Lnporte f 'mm tho Ekropra s a t c l l i t o  c o u n t ~ i ~ s ,  na e o l l  r.s 
Inareaaacl oxports to  tho USSR md tho E u r o p o ~  snto l l l t es .  The 
ahnre of tho Cowrmnist cauntriea in  total C y p i o t  trc?c?o roe0 from 
3% in  1961 to  55f in 1962, 



JxM 
(~cprrlntion 22.2 million) 

8, Iran hne still eamg dLificult yams nhoai. but thc bmic  
fnctme - N@I o i l  earntnga, adequate reearvoe rad bank liquiclity, 
an oxcollcnt hnrvcst  i n  1963, and continued poUtice l  st3'171ty - 
rimy help  t o  r c s t o ~ w  foruiga ln~eetors' aanfidence. Tho IBN, hns  
been pwtinlpating Ln the rinrurcial effcwts neaoss~ry for  cconmic 
i l s v a l q a - ~ t  by extending $35.4 millim in 1962 w;1 fi.t0.,2 n i l l i m  in 
1963 thce bn2a;ring i t s  t o t n l  cantributiane since 1957 to $l8?,1 
rrdll I a, The i n d u s t r f a l i e e d b ~ ~  oountrice h a w  mnintaln;.2 r. 
awstnnt  t.iow of predita and @ants from offiainl  source6 amounting 
t o  obwdt 1170 mlllim c~ma?.u during the 1960e. fmoqg tho most 
FcaX~t  dwelcpmente in t N e  f i e ld ,  tho lonn of $60 mill im cxt-n13d 
on 13th l;ecr(3rnbW by 2rmlce f o r  p t i c f p a t i o n  i n  tho Scv~lopmont of 
uuoh lncluatrial aootore aa, pstro-~heralocle, talevleion, t c h -  
aonnmmiantione md eloctricitgr msy be nsteb 

Camn?unl st China - I - I - - J 
I ' 38.6 47-2 6.6 1 J 1 



~ ~ 4 m i c ~ J  aasie t rnse  ns of 3-t December, 1963: 

~orrmuniet c i v i l l m  t o a ! o i a n s  i n  tho omintry: 5 
Number of national8 being t ra ined i n  Comurilet countriee: 15 

(million us 8)  

(a) Lo88 thM $50,000 

(b) E o e n t  d e v e l o r m o ~  

9, Binco I r n * e  uni ln tornl  doclr -mtlm i n  19% th?t sho would 
penait no fore%@ misal le  baews t o  be oetablltthod on her t e r r i t o ry ,  
hor r e l a t ions  t t h  the  USBR ahowed a marked improvement. Throughout 
the eecond 1. ' ' L r  1962, Were  nns a notlaeablo increnao in 
8rv'le$/Irani ,Aturol md e d u o a t i W  oxohmgee. 

10. On the 27th July, 1963, I r s n  entered i n t o  hcr first 
UgPoemont 01- eooncaic nld w i n  the USSR for the jo int  dovelopncnt of 
t h o  Ama River, M c h  mrrrks the bounbry  betwcen Irm mvld tho SSR of 
Azerbaipn. The t o t n l  mount extended by the USSR Is cqulmlant  t o  
$38.8 millicm, t o  be repaid by Iranian exports over twolw, years, 
s t a r t i n g  a f t e r  oampletlm, nnd berrrlng nn lntonest  of 3.q , .  Thia 
CrmO~mt is t o  oovor p e r t  o f  the jointly-financed &m on the 
S o v l a t / I r n n l ~  border, the aoet of 11 grain ~1108, o eturmon 
hat~hew on the Caspian ahore and tho dredging of tho I r m i c a  por ts  
of Pahlnvi and BiSndnP Shah. 

11. 1r.ulqa cantrlerclal rolat iona with the Comrmnist aou?trics 
in~luUed tho  annuol rmewnl or  trade ngroementa f o r  1963/64 r l t h  
Cz~+-ho8lomkia, Pclnnd, Hungary and t he  USSR, During 1902, I13n'a 
%0tcl t ro l lc  with the Ccnmmiet countries inorensed s l igh t ly  a t  about 
tho actmo r r t o  os tho countryt s overal l  f o r e l m  trada. 



a :  7.0 million) 

130 pe t ro lom production, M e h  stogtxtted under tho K?.sab 
p&li;las i no~eheed  frcm 49.2 million tan6 of crudo in 1962 to  
55.5 rni;,!.l.ion tcns i n  1963, On the other hand, whxt p r o a ~ c t i n n  
was bc.Cb l i l t  by a f?ir.g\ra i n f e o t l m  pad auifered, In t h o  
norlihwn pa-t  of tho c+untry, from the Jmo reanpt icm of h o ~ t i l i -  
t i e 6  botween the rind Kurdish inau~gonts. i ~ t  thc en3 of tho 
yew,  the e?tj,z-.t~?a f o r  the gear 's orop aore lowor thnn thoao ul 
any cf th .~ ro .~c? lna  six yerre, 

1. Tho I L ~ W  ri;;irr~c turned t o  the Ykatern countrice f o r  the 
&vef ~ n n c n t  of t r n h  nnd t o  obtain oconamia aid. During the 
P O ~ ~ I  h?if  of 1963, the Uniten Statoa, tha Fedorsl R~publ io  of 
Ocrmny 3rd I t a l y  a l l  concluded trr.00 :ad/or eccnmic and 
totW13.ca.l co-ojorati ~n n~semen te .  Iraq aacaptud nn i n  &rest-free 
loan of ,&@ milSlcm from Kurmit, t o  be repaid i n  25 yearrr, and 
r e o o p l ~ e d  in turn the 1932 del%xmntlon oi Kunmit'a border. 

(million U S  9) 
n 
5 
a t Exten&& D r n m  OutatnnCi-g 

I 

n 
W USSR 183.9 
z Europenn s n t s l l i t e s  33.6 
53 COnmuni e t  Chinn I ." 3 
c;l TOTI& 2170 5 
U 

78.0 105~9 

1.0 - 
79.0 138.5 

W 



Communist c iv i l inu  techniclane i n  the oountr~:  1,175 

Number of n a t i ~ . m ~ J s  trcined i n  C m u n i s t  oountries: 1,970 

(1) Petrolcum export8 to  the fro0 world nccou?ted fo r  nbout % 
of total  Irrqi exports. 

(b) pocont develomenta 

16. Tho 8th February, 1963 rl.:olution i . - t r s  t.c& IICV 
Oovernmont which attempted to follow n more b d m c c a  pollcr  bctwcon 
Feflt cnd West. Tho ne t  result mas a much more c r l t i c a l  Qppro~ch to 
Soviet economic a id  poposcls. The Government dccidcd to continuo 
those projocts tha t  WCFO clre3dy i n  cm advancod stago of i@vc?o~-- 
ment (an olec t r i c n l  equipment fnatory) , a pharmccou t i c d  f a c t a : ~ ,  
n knl t t ing m d  hosiery faotory, n @m~ent factory, G ge&@o?l 
m-rey, grnin s i lo6 nnd the Bn@v3c&Bnera mllwcy. Somc ~ r o  ~ e c t a  
roro romo-fed from the Soviet a id  programno (c eulphur-rocoworg p l r n t  
ond a f e r t i l i s o r  fcotoly),  vhilo further ~ c t l v i t i c s  a C  t h c  clcliwry 
of mntorials fo r  three more projoeta were etoppcd (n  steal nill, on 
e lec t r io  l i g h t  bulb fcotorg ma tho gl-lsewaro fnctory). Tho m i l l -  
t n r y  k:?~07&* a t  the a d  of 1963 not eo fnr oltorcb t h o  
genoral l i n e  of f o r a im  polioy init intoil  in F ~ b r U a r ~ .  

17. Tho Fobruary G o v e ~ n t  hne indlcnted i ts  desire to 
lessen I r q g s  rcl iance cn the USSR os r. source of supply f a r  tnili- 
tnh*y equipnant, but general omversion t o  Yestern m a  t U b  e q u l p n a 2 t  
cannot be expected i n  the ahorf run. klinor deliveries of Soviet 
mili tary equipment ha& boon continued md.  n new oontrnct 
eiLpled f o r  e ix  MiG.21 fightere, poasfbly to  roplace MI& 1 9 ~  
doatroyca c t  tho t l m e  of the Fobrunly coup. 



19. Trade ~ t n t i 3 t i c e  f o 2  the period n f t c ~  Lho Fcbwnry 
royoXution m e  no& y6+, ~ v u i l a b l e ,  but it can be expectcd that muny 
bud.nos~mcn i v l l l  hove :ecusned trab with the Vlest. The cvdntry 
ha a, however, trrrde afgermalta with Ccmnnunist China, the US,% ma 
t a e  Eurcpmn sa ia l l i t e  countrioe cnd IFnq may seek to prose;-ve 
o m o  t r c h  rc ln t ia~zs  alth them &%p;n3.~t c o u n t r i e s ,  which are 
w i l l i n g  t o  pwctfi8c Iraqi &tea, The outogno of n e g o t i n t i  ms 
between tho i r q l  Government and the Wostemt-ownod g r u p  of oil 
ao=pprylies \d.12, to a k r g e  extent, lnflucnce t,?o m p i 3 i t y  rvlth 
whlch Irnq m~.y be cblo t o  rellrese the bc-lance In oconomic o l d  anC 
trade, cnd In m l l i t L w y  n s a i a t a c e ,  in f ?vow o f  the Vest. 



9yRI1: 

(population: 5.2 million) 
cl 
e4 gcw-onia si tunt ioq 
5 
& 20. The -inn experiment of n more l i b e r c l  economic ordcr 
a un8cwtckan o f t o r  the break rith Egn;lt m e  stoppxl by tkc  rc \ulut isn  
H of 8th Mmcb, 1963. U p  t o  then, it had bocn rr.thzr successful i n  

t l n  the curr~noy , increnaing the natloncil i ncmc  f (15s in 19 V 6 2  ovor the p s v i o u s  year), l i bc rn l i s ing  f o rc im tr-de 
a by l j f t i n g  Import r e s t r l c t ione ,  ~tnd 8ncourr-glng t-ie re turn  of 
c;l Pyrlnn oapi ta l  t h a t  hcd l e f t  the  o m t r y .  I n  odclition, ncrsures 

of l a n 3  rcf o m  and prof i t -ehrr ing w i t h  workcrs i n  industry hc.d 
a beon rctainod,  
W 
m 21. Developments s ince Ylrch, 1963 l lrc unccrtzin, md rcccnt 

1nfom. t ion  i s  lr?ekin&, but t h e  announced tntroduction of the 
ra t ioning of supplio, a t  , m d  of NovoraLxr, 1963, s u g ~ a t s  n 

I fumlmentnl lack of public confidence, musing a resumpti on of thc a f l ight  of' oopi ta l ,  tho hoarding of suoh vitcl supplice 9x1 sumr, 
& r ioo  and fioua*, nnd a p e r &  etagmtim of business. The po l i t i cc l  
m cllmntc prevnil ing a t  thc  end of tho year w e  unf3vourablc t o  'any 

long-torm caonomic development prospects. 3 

(million US 8)  

n Iro?hnicaJ. aasslstmce aa of 3 l e t  Dcaombcr, 1963: 
W 

---- 
E C o r r ~ n m i ~ t  o iv l l i an  teohnfaic.ns i n  the country: 290 
53 i .' which: USM 
m 

140 
European s e t e m t e a  150 

3 
cl o Kumber of ni l t lmcls  tm.ined i n  Cormrmnist countries: 200 



TWils dL.-- 
( m i l l i o n  US $) 

European satellites 

(b) Recent devslmmriIlte --- 
22. In Maroh 1963, a new OowFnment, i n  vhich the ~ n * a t & l  

Forty plrys :! mn2cr role,  c a m  into power m d  pol i t ica l  preoccupn- 
t ~ a n e *  mcinly cmcerning the Union with the U1.R cnd Irnq, cnd x i th  
the fac t . imnl  strvg@.e fo r  pOwBPl took the foreground, The new 
c o ? ~ ~ r m m t  die ac t ,  however, develop t h o  active anti-Comnunist 
intornnl policy tkcct charaoterieed t he  nt t i tude of the new ler?der- 
v p  i n  Iraq, and there hne not  been a e  etrnin i n  ~ o v i e t / ~ y r i c n  
relotions that developed i n  the case of Imp. 

23. In  Covcmber 1962, PoZmd erfandod n f i 5  million crcdi t  
to  Byrin, repnyable In  eight years, and benrlng nn intcrcet m t o  or 
3$ fo r  tho purchrse of induetr ia l  goods .ma services dcstincd f o r  
devclcprncnt pro joste.  1. ropmtad Soviet offer  to construct c W n  
ou the l$lykatcs River Wa6 oountered during tho early ilnys of 1963 
-y nn nmounctlmcnt thnt  the Fedmnl Republic of Ocmny had qgwxl 
t o  finr.nco it, m d  I n  FobrWy 1963, Syric. acccptcd n C o m u 1 1 ; s t  
Chlncau cwdlt of $16.3 m i l l i o n ,  r epyab le  avor ten yoars, s t z t l n g  
13 19.5, i n t c r o ~ t  fme. 'Ib announced purpoee of tho lam wcs t o  
3Xaw!ae import6 of iniluntrial equipment md m.chincry, ~md t17c 
iwqu!red technical asaietance t o  implement thcse inchstr ial  $1.0 jocts. 
O o m m u l i s t  China may hnvc thus o t t  mpted t~ increase her cx@oPts 
In order t o  roduce her trade Qericit wirith SyFia, which had bem 
&rov!ln& Lnrgcr a s  n r e s u l t  of purabascs of Syrian cotton. 



NATO WNFIDENTIAL 

25* Xn t he  nillta-y f i e l d ,  further progress vms reportcd on 
the  new military cirpmt t o  be built by B u l w i a  about 30 miles 
vmet of PalmIra, but difficultlee w o r e  encountered i n  mooting thc 
planned s&e Culos, 

26. Llthough tmde  between Syria and the C m u n i s t  countries 
rase during 1962 over 1961 i n  absolute fi@mce, +ibcrc wra l i t t l o  
char.gct i n  ,tho proportion represented by such trade i n  t o t c l  Sp1 .n  
tmdo. I~bout $40 millfun worth of exporta wore eent by Syric t o  
tho Communi s t  countries ilurlng 1962, a s  ag,inst $28 million in  1961. 
The shnre of the  C o r m m i ~ t  oountric~ i n  t o t s 1  S y r i m  cxports 
romnlnrtb, however, a t  ?bout 245, moro thnn 90$ of i?hich consistcfi 
or coltan, The ehare of the Cormrarnist ccuntries i n  t o t a l  Syrinn 
import8 rose  from W,, to 1% 



UAR - EQYPT 
(~opula t ion :  20.0 mil l ion)  

27. The UAFt's econmic s i tua t ion  during 1963 suffered frun 
an incrent3ir.g pnraly~ i s  of wivate i rcl t ia t ive,  and tho comtry 
ccntincad t o  depmd her.vily cn nesf atnnce *an nbrsnd, pz r t i  cul3rly 
WO ?meric?m grain &l iver ies ,  t o  cover t h e i r  most urgent ncocis. 
During t h o  1902 Pinunci.-..l y e m ,  only - of the pllnncd investrnonts 
wan repo~teCUy rarlisecl, a d  We e f f e c t s  of the unusually poor 
harm'ot o f  1962, p ~ r t i c u l n r l y  cotton, mncle themsel'res f c l t  most  
Wavour.?bly. Foreign 14v3ebtebese cantinued to increme. Thb 
wage cmd yr ioe  pol ic les  r e su l t ed  i n  n considerable increzse of b me 
c?neumption. 1nS;ustrialisntion is cost ing n l a rger  proportion of 
foreign ouproncy cv-z'sy yecr but brings i n  hardly my foreign 
cwrwoy, PIX e thc home mar'xot nboorba p o b c t i  on. 

28, The L?2' s exports inareneed fian $351 mill ion i n  1962 t o  ' 
$497 k ~ 2 U o n . l n  1953, but imports during the snme s r i o d  rose from 
$&97 ni l l lon  t o  $E53 m i l l i o n ,  thua maintaining an annual deficit 
of fibcut f l 5 0  miiiion, Dif f l cu l t i e s  with the bnlanco of payments 
are beooming &sonic. The overatraining of resources is ref lec ted  
in  the  severe fora1.m exchange shortage, and conat i tu tes  r. eericus 
threat t o  tho ULR's devcslopent pragrmme. 

29. The rZnnr.clcl coneequencee of the  Yanen onmpaign ad?.cd 
another heavy burclfm t o  the bud&. The coat of this expedition 
m a  eetimntod a t  ovar $60 million i n  f o ~ o i g n  aurrency a t  tho m a  
of the f %rot quarter of 1963, and cantinucs to b n i n  nn importa:~t 
p m t  of the  sawce forcSgn reeawoes, The USSR hn3 clemmdec? cnsh 
i n  f roe  currencies f o r  all t h e  mterinl she auppliod t o  the ULR in 
conneotlon with a l e  enterprlee.  

(mil l ion U S  $1 





33. On 16th  Janliary 1963, the USSR nnF. #a U . 8  si(plccl a 
t o c ~ l  t o  covcr the f i n d l  blueprints ?nd opcoificntiuns of t h e  

,wnn High Dm. Contrary t o  the s i t u n t i  Jn p o n i l i n g  -t thc cnd 
~f 1962, good prwreen is being 8 thc Suviets sccm t o  hnvc? 
a ~ c q d  t o  the inareasod use of Vestern equipnent, finnncoc: by the 
ULR, i n  tho H i ~ h  Dam construction. I. l m g o  inf lux of tochnicims 
fo r  tho r 3rmn HirA D m  hns brought the  number of Soviet nxtil)nr.ls 
angngod on that project  t o  3bout 1,@0. Tho t o t n l  of Soviet bloc 
o iv l l i nn  t c c h i c i o n s  in  the  country during the sooond hnlf of 1963 
m a  estimnted a t  about 2,115, Including 290 Europenn s r . t c l l i to  
natIonp.18 engqpd iz vsrious economlc r.ctioities. Promoss on 
the ;.s;vnn High Dam a lso  l e d  t o  the O ~ s p t c h  of thc f i r e t  p u p  of 
~ ~ ~ ~ p t i n n  personnel to  the USSR f o r  t rn in ine  an hyi?r+electrio 
pro jctots. 

34. Data nvnllnble br ml+1963 on the orilcs of magnitude of 
tho UtR's ic tornntionnl  repnyment obligntions a r i s ing  from Soviot 
bQvelopmant l o m s  indiantcs that in to rzs t  and principnl pnymcnts 
due t o  Ccmmunlst cocntries w i l l  rise from $9 million i n  1363 t 3  n 
porik of $60 mill ion i n  1970, n f t e r  which they w i l l  decline t o  
$54 mill ion i n  1973. Most of thcee pcyments w i l l  be i n  Epyptinn 
eurronoy tw ccmnodltiee. Them e s t l m t c e  were m c l c  bofore the 
Mnaunceaent of the most recent  ngrccmcnt on the $44.4 million 
loan extondo& i n  June 1963. 

35. The pcraentagu of Ewptinn cotton 801~: t o  C o m n u n i s t  CNnrr 
and the Soviet bloo rose  3nP.rply during the 1962/63 season over 
the rc ln t ive ly  1067 le-rel in  1961/62, &ring which hnlf tho cotton 
cxpurts rant t o  Y;estcrn countries. Datn avnilablc on cstton adlee 
ina icn te  that 70$ of cotton export8 &ring the  scnson ended 
31et i",ugust, 1963 have been purchneed by the Sino-Soviot coun*loS; 
tho USSR, Czeahoalomlcin nnd Camrnrniet Chinn being tho lnrgest  
buyere. I t  muld sccm, thorefore, that XUR cotton snlos to tho 
f r e e  world hnvo found, a t  l e a e t  temporarily, t h e i r  h i@est  1 0 ~ 0 1 ,  
and t h a t  bumper crops w i l l  go mainly to tho bloo. Tho ecopcGlio rind 
tm& relatimtvhlp betweem the U1.R cnd the Soviet countrioe is now 
well establiahocl, eo tibat oiolent  yaw-to-groar f luctuat ions i n  the 
level o f  trcm botwesn thaae oountrieo nro unlikely. 



33, On 16th  Jmlinry 1963, the USSR nnc? thc U . 3  s i w c d  n 
prvtoc~, l  t s  cover tho f i n d  blueprints ?nil ~ p c c i f i c n t i v n s  of the 
i.emn High D P ~ .  Contrary t o  tihe s i t u n t i  :n prevailing .?t thc  cncl 
of 1962, good progress i e  being mcCe, 7s the Soviets eccm t o  hnve 
agreed t o  the incrensod use of Vestern equipnent, finnncoC by the 
U I - H ,  i n  tho H i g h  Dm ~ ~ n S t r U ~ f i o n ,  f ,  lmEo inf lux  of tochnici-ns 
fo r  tho I 3mn High Dnm hne brought the numbcr of 3ovict nntiunr:ls 
ongngcd on that project  t o  shout 1,400. Tha t o t a l  of 5oviet bloc 
o lo l l inn  tcclulio~cule in the country clurlng tho aeoond half of 1963 
m e  estimated a t   bout 2,115, including 290 European scltolli to 
nntionnle e n ~ . c e d  i n  various econanic zot iv i t ies .  Promoss on 
the ;,swan Nigh Dnm a l so  l e d  t o  the O ~ s m t c h  of tho first pnup  o f  
Ilwgtinn poreonnel t o  the USSR for t rn ining cm hy-o--electrio 
projects. 

34. Dntn ntrr.ilnble by mid-1963 on the oritcr of rnnpituck of 
tho UAR'r; internntionr.1 repayment obligntions c r ie ing  from Soviot 
development lo,ms inniontee that i n t c i v s t  and princip.4 pnymonts 
me t o  Ccxnrmznist  cacntr ies  w i l l  rise from $9 mill ion i n  1963 t3  n 
ponk o f  $63 mill ion i n  1970, after wNch they w i l l  decline to  
$54 mil l ion in 1973. Host of thcse Wyments w i l l  be i n  Emptian 
aurrcncy or  cornnoditlea. Thcse estimcltce were m n c b  beforc tho 
annaunc~ment of the most recent  apoomcnt on the 844-4 million 
loan extended i- June 1963. 

35, The pcrcentnga of Esyptlrut cotton sold to  Comrmnist CNnr. 
and the  S&et hlob rose  nhr,rply h r i n g  tho 1962/63 eclneon ovor 
tho relatively low lens1 i n  1961/62, during which half  the cotton 
exports wan% t o  nestcrn aountries, Datn nmilnble  on cotton snles  
inbioato thn t  7% of cotton export8 tlu-ing the  scnson ended 
31at August, 1963 hnve been purahnsed by the Sino-Soviot cmtr ioe;  
tho USSR, Ceeohoalovalcin and C%mmunist C U M  being the lnrgest  
buyers. I t  would scam, tharofore, t h ~ t  IWR cotton snlca to the 
free world hnve found, a t  l ene t  t ~ p o r a r i l y ,  thcir hi&cat level ,  
and t h a t  lnmrgor crops will go mninly t o  tho bloc, Tho eccrllEpio m d  
t rade  re la t lnnahip  betwe- the U1.R and the Soviet countries is now 
well esbcibliehad, so that vlolent  y e w - t w o a r  f l u c t u n t i m s  In the 
l e v e l  of t rnds  between those countrieo a ro  unlikely. 

N[.TO CONF IDEhT 1l.L 



JHSRI 

(~opuln t ian :  5 million) 

36. Since the (lealine of in te rna l  h o s t i l i t i e s  i n  e c r u  1963, 
the new Yemeni Government h m  been compelled to t u n  i t s  r.tt cntion 
t o  t he  toak of c?cLallng with naute f innncinl problams and clevising 
eon0 means cf  pranoting eaonanic Cevelopment i n  n country 
uharnctcrised by it: mcillnevnl backwardness. 

37. '71th revenue inactequate t o  cover current expencliturcs, 
t he  Yemeni leadership had t o  re ly  on foreign nssiotrncc. The U . ' 3  
extends& an in teres t - f ree  c red i t  of cbout $4..8 million, Yugoslcvin 
82 mil l ion for  vrxioua i n h a t r i a l  projects ,  nncl the Soviet Zone 
of Occupation of Genn-ay an unspeoified croiut  f o r  ngrlcul turel  
maahinery. i.lthou& the Soviet Union had been c??po?.chcrl f o r  
flnancinl a id ,  no new a a ~ i s t ~ m c e ,  except a vast nunbcr of tcchnicir.ns, 
hnd been provicled. 

38. On the  Teetern s ib ,  i n  addit ion t o  technical nssistLmce, 
oonsiating mainly of telephone emerts an& the s t a f f  of m r .g icul-  
tUPaL o o n a u l t i n ~  centre,  the Bedern1 Republic of Gcmany cxtcncled 
n Credit of about $2.5 mill ion f o r  various Cevelopment projects. 
The roa(f-bui1Un.q project  connecting M o m ,  Tat izz  nnd SO'M under 
t h e  United Sta t e s  asaletance p r o p r m e  ma& fur thcr  progross, 2nd 
a water supply eystem f o r  Ta'ize was a l so  provided unclor the scme 
QrOgfcUmnsr 

(a) ~ s u a u l t u l o t i v e  to tn l e  - 
(million US $) 

xtendeil Drawn 

USSR 25.7 20.7 5.0 

Lhulo~onn ~ o t e l l i t c s  1-0 1.0 

&chnicnl ass is tcnce  a s  of 31et December, 1963: 

Commmiat c i v i l i a ~ l  tschnicinns i n  the country: 852 
of which: USSR 825 - 

Curopcnn s a t e l l i t e s  
Chlncas 

5 
20 

l7uaber of n a t i o ~ a l s  t r a i n c d  i n  Conumnits countr ies :  
62~8 



(1) No o f f i c l r l  Y a n c r r i  t r ade  s t c l t i s t i c s  ore nvnilnble. P i m r c s  
f o r  thc US% r.rc those indicc-tcd by o f f i c i r l  Sovict tm& 
s t a t i s t i c s .  

L 
39. Tho in tcrnnl  s i t ua t ion  i n  t he  Yamon h-8 cantinucd t~ be 

troublod ever since thi? fctll  of the Imamntc i n  September 1362. 
T:lu now Go-rcramnt of the Yuncn Arab Republic prufcsscs n strong 
I n t e x e f  ir. n iicvslopncnt prqframn, but 2 s  1m~: ?.a f igh t ing  
ccu ,:.ll.c3, th.3 , L l i 5 m y  acpects  of t he  s i t u n t i m  w i l l  ovcrshcclow 
ec*.na.~f.r: pro; lwrs. 

UP FR -- 

40. Dotnila concerning economic nid extcn(le3 to thc Ycmcn 
by the Cm,muni st  c o m t r i e s  oinco tho September 1962 rcvslution 
ore not available, a l t h o u a  i n  Novanbcr, 1962, the USSR ".ntl 
CzechoeZsvoki~ rogortedly undertook t o  cclrry out sevol-nl ~ i l l i t n r y  
nnL'Jor octjnornl- projczta t o  which thcy were not previously 
crnnittoc?. Tho USSR hns bocn ar.iC t o  bc cunsiilcring o i l  o x p l u r  .- 
t ion  m.2 tho Ycr.:cni .Clover;lncnt hns nppmcntly ? ~ k c ~ ?  f d r  ' u  . ; ~ t  
support. Comrnuni st Chinn hoe r o p o r t c a y  cbnndoned thc long- 
c:e:r.yod nro j e s t  fLlr  tho c o ~ s t r u c f i . ' n  of R ~ p i m 1 I n g  w t l  v ~ c ~ v l n e .  
mi3.1, Ths  Ycn~cn i s  the only MidClo gastorn country wherc Communisb 
ChLnh  hze ofPcrcU aid of cny size. 

41. Tho number of Conmnmist c i v i l i n n  technlcicns i n  tho 
l'err.cn i?ruppocl s h ~ s p l y ,  as nll but  twenty C o m m u i s t  Chincsc 
tochnjcF.as  l c f t  tho country a f t e r  the camplctim of thc 
::rt1n2. 31 I i o c c i a  road, but  shor t ly  af terw.r .1~ Soviet pcrsomlcl 
e t n r t c l  t s  ?.wive i n  Inrge numhcra, following the  S n l l r l  
~evrjr~+rncnL's ccaing i n t o  power. By the end of 1963, thc  rw3cr 
of ; q c r t s  fYsm the Sovict Union i n  the country hnc: rc-chc ! * b > u t  
CL5. 

Exporte 

1960 

, 
Imports 

1.2 

1960 1961 1962 

1.3 

1961 1962 

1.4 3.2 1.9 2.1 



NATO CONFIDENTIAL 
KCTrrr-Trno 

42. The USSR has  b u i l t  up a s i z e a b l e  presence i n  the  
country, p r e s e n t i n g  h e r s e l f  a8 a bencvolcnt  g r e a t  power h e l p i r : ~  
t o  c o n s o l i d a t e  t h e  Yemeni Republic,  and 3 s  a d i s i n t c r e s t c d  bucke r  
of Arab r e v o l u t i o n a r y  movements. The s t r a t e g i c  l o c z t i a n  of'  t k . ~  
Yemen as u p o t e n t i a l  base d o m u s t i n g  the e n t r m c e  t o  t h e  Red Sea, 
and i n  proximity  t o  the "horn of  ifrica" provides  a r e l u t i v u l y  
inexpensive oppor tun i ty  t o  the USSR of  entending Sov ie t  in f luonce  

.W i :~  t h e  area. 
@ 
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43. Tho axodus of about 1 mill ion Frenchman i n  1962 hzs hnd 
fnr-xcching rerK.rcuseions on the caonmic prosyeots of tho  country 
but  it i e  too enply 17 U a w  R c los r  yieture of .;l-rin's cconrrnic 
s i t ua t ion  n s  n t  tho end of 1963. 

44. I n  the  c@icul turn l  aector, tho 1963 hnrvoet sccnlocl to  
hnve been better thnn omected, nlthou& thc  prof i t  ?.nil l ~ s s  
balru~ce La stil l  t o  be dm#n. I n  March 1963, governmcntcl d c c r e ~ s  
made lognl tlm emergency tnke-over by pc.-.snnt mm-cement cmunitteca 
of about 17,000 n5cniloncc: French fcrms. In  October, 4,000 fvmi  
s t i l l  occupicd by Fi-ench fr?rmere wero incluGecl i n  the nntionnlised 
sflctor, v;hlch now covers n l l  former F1-cnch-owned fnrrnlmd p l u s  a 
f ow fnrmn prcvirausl y hold by Algerians, bringing the t s + d  t o  about 
?2,000 f w r n q ,  coxring 6.5 mil l ion acrcs  (mostly vrhcntl3w1, vim- 
yWd3 m d  ci Lruc pla~ta:iona), ond producing sane two-ti~irib of thc 
t o t a l  agr icu l tu ra l  output of Algeria. Nevertheless, the v3st 
mnjority of the 600,000 Algerian peasmta  .we s t i l l  dcriving t h e i r  
l lvolihooil  frcm tho exploi ta t ion o$ t h e i r  own meape plots. 

45. Most of Llgorin'a t h y ,  s t i l l  largely p r imto ,  manufncturing 
Beatop ('erne 500 mil f ac to r i e s ,  largely food procesoing, b u i l a n g  
matcrinls, f e r t i l i s r w s  nnd m a l l  R e n @ . u l t  one? Bcr l i e t  assembly pl?.nts) 
WQre ropcrte4ly cmtihuing t o  function n t  pcrhqm 30:~ of cPpnc1ty. 
Tho cork In i lua tr~~  newspapers, most m j o r  bus and lorry  scrvicc;, 
t he  flour m i l l s ,  br ick and t i l e  works, nnd other minor f?.ctorics, 
moot b l ipc i ty  hotcla, bakcrine rmd- lounc'riee hnvc boon nntiunnliso& 
Tho tynins, t o l e ~ o n c s ,  post-of rice ma electricity continued to  
f7uzctlon and, a t  the end of the year,  l c a s  than 103,000 ~~~~~~~a 
rcmnlnea, mninly i n  Algiers (ma Ortin. No econcdo brcnkCown h?.s 
occwrod, thanks mainly t o  French aid, mounting t> smo $a r . i l l ion 
eincs indepadanco. 



47* i n  November 1963, 1Jgorin rcqncsted ~m increcse in 
roynl t ics  paid, nlminu n t  r c i s i n g  the prcsent 50/50 shnrc to 60% 
i n  t hc l r  favour. I n  addition, n numbcr of importLmt problems a r c  
n t  issuo, incluCin,o Llgcrifi 's  partioipcttion i n  the cdclltionr.1 o i l  
pipel ine going from thc  o i l f i c l d s  t o  hrzclf, her part icipat ion i n  
the Frcnch-British-.'mcriccn combine n t  i.rzcvr, which w i l l  turn 
natura l  gas i n t o  l i qu id  mcthL?ne f o r  trnnsport t o  Ore-t Britnin 
and Fr-ncc by spcciol  tankers, and the trns-Mcrliterranccm pipe- 
l i n e s  to b r i n ~  Snharan i~as t o  Europe/ a l l  of thc-sc mnjsr projects  
nre  tho sub jcc t  of new requosta by tho i Jger icn  Government, 

48. Rcpcntcd Oov,.rnmcnt proclcmations of austerity have not 
yo t  bacn fully matchcd by &~ds, T h c  cos t  of l i v i n g  has becn rising 
atemlily during recent  months. I t  moms unlikely t h a t  the 1964 
budget w i l l  bo balanced, even allowing f o r  a 5.3% incrcwc i n  tnxes 
and aonsic?crcblc, thou@ rcduced, Frcnch aid, Foreign investors 
havc so f a r  avoided ccnrmitments i n  :.lgcrin on account of continuinl;. 
uncertainty a s  t o  tho country's economic future and thc s tntus  of 
pr ivotc  cntcrpriso. 

(a)  &ampi t u l a t  ive totnlrj 

gaonrxnic n id  195U63 
(mil l ion US 8) 

Toohnlccl assis tonce ns  of 31at Deacmbcr, 1963: 

C ~ l s t  c l v i l l m  teahnicinns In the country: 600 

Nwnbor of c iv i l i nn  nationrile t rc incd  i n  Cumnunlet countries: 
505 



I 

i Exports Imports I I - 

1.8 $ of t o t a l  t rn& 

(b) Rccent Jovcloqs- 

49- U p  t o  miil-1963, tho approach of tho Cmnunist countries 
t o v u ~ d a  ecmomic n n c ?  mil i t a ry  r e ln t ions  w i t h  ;.lgcrir. hnc? bccn 
ra ther  mut ious ,  tho European ~tntellitcs, partlcu3rxly B u l s r i a  
and Polnnd, being thc most native. During 1962, i Jgcr in  recoivcd 
a numbor of @wits of  r e l i e f  ~ u p p l i c e  (clothing, fo&stuff ?nd 
m e d i c a l  euppllas) vnlued a t  about 84 million, supplemented i n  
Novctmbor 1962, by the ~ r r i v n l  of about 150 B u l p i v l  moilicnl 
poF8onncl and tho e igwtu ro  during the smo month of n technical 
aeslRtnnco agroamont botwtmn tho t2o countries. Tho f i r s t  long- 
t o m  eaonmic r&vclopnent C r o a t  extended by C cmumnls t cuuntrice 
tlras cmounccQ i n  Jwo, 1963, when B u l ~ r \ r i a  oxton4ccl$6 million 
f o r  tfro establishment of a t a x t i l o  m i l l ,  n tr.nncry nnd c a  c loc t r io  
motor factory, 

50. A f t @  soma dalaye, 8uge;osting a more c r i t i c a l  apprnisnl 
tJun In e a r l i e r  cases rhen the USSR movcd rnpidly i n  extcnilin;! 
large-ocalo cconm~io aicl (ns f o r  i n e t ~ n c o  i n  thc cnsc of ~ t h i o p i n ) ,  
a high-1cvol Soviot econmic delognt im offorcil by nid-scptcmjcr 
1963, n m j o r  l i n c  of c r e d i t  f o r  oconanic ~~ovcloprncnt, v ~ c h  ms 
accopLcd by ?-lgcl$a.  his jp.00 mil l ioa  lorn , - o y ~ ~ t s c U y  cnr l ' l cs  tho 
U6UCil SOVict Fntcrost rad,e of 2.5% pn;L a rcpnd7r.c:nt pcl'iocl Of tu'dvo 
YCtU'& Pro jec t s  t o  be coverod by t h i s  crocgt arw t~ b0 f ~ t h  i- 

d i S O ~ 8 ~ e d  v r i t h  tho i,lgerira o o v c m e n t ,  but thc U C S I  hns ~u~l,ct:toQ 
that most of t h i s  C r o a t  ~ h o u l ~ ?  be used fo r  ngricul tun11 ficvci 
man$, including the  rlelivqry of ti-,-.ctors, tho construction of 
t r ac to r  s ta t ions ,  r c c l ~ t i r : n  of fannlcnl, 7n.ni the l c v c l o ~ c n t  r'f 

cotton anti augm bcot d t i v n t i o n .  In tho  i n ~ l u o t r i l l  f i c l h  tho 



US83 propcscd t o  eetcbl ish  frailties f o r  processing n p i c v l t u r a l  
,proawe rad t o  prwif7.c technical  nssistoncc i n  the ~'.c~elopmcr.t of 
Sahsron o i l  mcl gas resources. 

51* This  m r : j O r  move was solm f o l l m o d  by .I Clm?1unist Chinjse 
o f f e r  of a lonc-tcrm interest-fret? crcclit of  bout $50 million 
I n r  econovic Cevslopmcnt r3rd tcchnic:d as r i s tmcc .  Tho projects f o r  
which the C h i ~ c s c  crcc?it w i l l  be employcd hnvc not  bccn ,umounccd, 
but  i t  HRl6 undorstooil t h a t  some budgetmy nss i s tmco to t l~e  ;.lgcrian 
Government m i & t  bc included. T h i s  o f f e r  w.s appnrently ncccpted 
by Llgcrie n t  the end of November, the oxteniled l o r n  being repayable 
'W 1990- 

52. By 'mirl-1963, absu8.570 Connrwzlst bechnicinns were in 
i l lgeria ,  of which about 35 were mi l i t a ry  and 535 civilinn. .".t the 
end of  the  year, thc number of c i v i l i n n  tech_?icinns from Cannumist 
countries rose  t o  about 600, of h i c h  525 came from European 
s n t o l l i t e  oountries. Sinco November 1963, more than 400 a i r  forcc 
and nnoal t ra ineas  have bcen receiving t ra ining i n  the  bloc, and when 
i n  October 1963, f igh t ing  broke out between Morocco and d g e r i a ,  
Ewpt ,  Cuba nnd ih Soviet Unian delivered both mil i tary  nilvisery 
a i d  anC. equipnent t o  Algerin, fmong the militrr;r a c t i v i t i e s  
involving the USSF. and Llgeria,  a nunber of tcmlrs hove been sent  
primarily t o  bc used i n  de-mining, @nd m y  eventually equip nn 
Algorian tnnk rcdment. I n  ndJition, Bulgmin and Communist Chim 
have clclivercd -11 amounts of mi l i t a ry  equipment. 

53. Bcforo the  end o f  1962, LLgorin hnd concluded sane ba r t e r  
apetnncnts v l  t h  Czechoslovakin, Polmil mcl Famania, but hcr first 
long-tcrm trnclo lomeement with thc  USSR wns signed only on 
4th November, 1963- Tho USSR i s  t o  supply ships,  nutamobiles, 
t rnotors ,  farm machinery, mnchino tools,  excr.vr.tdr s, road-bullU.ng 
and hois t ing mz.chinos, paper, o i l  products, chemicals and oil- 
d r i l l i n g  oquipinent, in axchruago for  c i t r u s  f r u i t s ,  Cntcs, olive 011, 
wheat, wino, mcthyl alcohol, hides mr? othm trnclltioncl i.l;yri?.n 
exports. Tho t o t a l  mount of t rade envisaged fo r  1964 vns se t  a t  
$20 million m d  a payments agreement t o  f a c i l i t a t e  thc  settlement 
of aocounts between the tn-o countries was nlso c~nc lu?~cc t  



(population: 22 mil l ion) 

54. Ethiopia l a  now halfway throu* her second fivo-ycnr 
plm, and entlsrnatory progress hne been rcportcd Curing 1963. 
Tho soaond fivo-yom p l m  hae, concontratod on ngricultural  
c2ovelopmont. Althnugh much romaine t o  be dono i n  rnoCorn1sing 
farm method8 and mn.-ing the lnnd more productlvo, some tochnienl 
odvlsere beliovo thnt  s ince  a large p a r t  of the lnnil i e  f c r t i l c  
and .wall wntorcd, and t h o  climate frwaurp.ble, prospects f o r  
dcvoloping the country In to  one of tho major Lfrican food 
producing areas nra mad.. 

W "  
m 

E - , -  - -Rod Son mi! the  rocil &iurelpting.tha port wl-a tho cnpitnl m d  thc  
f o r t i l e  highlnnils are among the most Important i l c v d l ~ p n ~ n t  
~ r o l e c t e  to be unde~taken in the oountru. Thc 3 0 0 4 1 ~  r w d  

55. Earmamia dovclopmant i e  hnu@ered by thc nbeonco of rorsls 
and ra adequafd t rcneport  Byatem. The new port a t  i.ssob on the 

i ink ing  i.ddis .?.hba with the Red sea ~ r i i i  be fincmcoa t inax n 
f l3.5 mill ion a r c a t  sxtenbd by the Intcrnat lonnl  Bank f o r  
Rcconatruatlon and Dcvelopnant and the Unitod S tn tcs  ;.id Progrnnnno. 
Recently four n m  a i rpo r t8  hoe  been openeQ the finanolng of 
a i r p o r t  o o n s ~ c t i p n  hae been mde possible by n $20 millian lonn 
from the United Stattie Dovelopient Lonn Pun& 

56. The coffee mop, which oa~ls t l tu toe  ~ t h i o p l a ' e  main 
0y?c.lb* oonmoaitp, m e  excolleat,  both i n  q ~ ~ . l i t y  and qunntity, 
a d  r,L?mr crop8 Mve b o a  showing encowagin& incronacs. 1. recrrd  
totaf. of 64,000 tan8 of bhe roaont ooffae mop is  baing oxparted 
U m b r  the tonne of the In t e r~ t lon r? l  Cofico 1,grooment. 

Qtam~!~$  st ~oanmCc  nc t lv i t i eq  

, . (a )  R e a a p i N c t h  t@a.Jz 

(mill ion US 8)  

I USSR 



c a m m i a t  civilictn toohniulans i n  the country: 130 

trumkor of n c t i m c l s  t ra incd  in Communist countries: 70 

(million us $1 

(a) Lose than $50,000 

(b) ~oocmt a o v d o n c n t s  

57. 1. ~ J Q T  FWblm fcloing tho USSR in Ethiopia i s  how to 
Inareaere har ecananic involvement In Ethiopia without upsott ing 
the  8 m l i  Rapubllo, *oh is  higher up on tho  Soviet l i s t  of 
priori t ioe.  O f  the #lo3 mill ion l ine of crodi t  cxtencled Fn 1959, 
lees thnn had been used by mid-1963, and prospects fo r  futuro 
u t i l l e n t l m e  aro  e t i l l  far fran bright. 

58, ;.t the en&o? 1962, the longdlscusaed o i l  r s f inery  
at i.WJm wns &pee& on on principle,  bu t  i n  1963 negotintione f o r  
a0tunl eonstmotion were a c e  m o r e  held  up by n diepute over 
Wether tho ceflnery BhouXd be engineerad t o  handla Soviet  orude 
o i l  Or Lliddle Er?etorn c x d e  oil.  Tho B&-ar Dar Technic31 Schoolp 
a 8oviot g i f t ,  that was suppoeod to bo ~or~iplcted by the beginning 
a f  the n ~ ~ c  year in Beptember, 1962, m e  only opened i n  
June, 1963. In e c - l y  9optenib02?, 1963, a Soviet i n i l u t r i a l  3 - W  
Suam eamplctcd i t e  stu* at tho r o q ~ o s t  of w-o ~ t - h i o ~ i - ~ ~  r ~ ~ v c r n m ~ n t  
On potonti31 indcs t r in l  ~ i t a e .  Tho rapcut Is &a:d t o  k-::"?> 
concluded an thc feaeihlll l iJ  of meat procceslng f ~ n t o r i c e ,  f h l f  
nnd wgotoblo aanncrioe, an odtblo 0 5 1  p~ocesa ing  f?atolly, 
tannorloa, nnd o shoo fnctory, al,l of u&iic% crould be imp7-cncntcd 
undur tho  1959 l i n e  of crodtt if cgroom~nt i a  rwohed b c t w a  the 
Ethiopisn Oovarnment nnd tho USSR. 



60.  ,',bout 130 60:-let tco.?nlclo.na vrom working on t b u o  
projoota by end-1963, oi lhioh 15 were Czeohoelovuan m d  5 polir;k, 

62. Dwtng tba'firat sunrter of 1963, Ethio2i-m exports to 
Camnunlet countrlca &eWfiraoE by same 30% as ocmp:lrcd with the 
f i r a t  quartor of 196.'. rhilo impate f rom thoao c > u n t r i c a  bcroc.aol 
by cbaut LC)$$ Etwopia has UQ .fcr bew uneucaesslrul in sall lng her 
ooffoo svpPu6 to the USSR. 
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5 ( ~ o p l l a t i m :  7.3 nill ion) 
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H &conomic 8 %  
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5 63. Tho min pro,.s-ese Rchleved b r i n e  1963 rmq i n  the  

bmstrinl f ie ld ,  ahere a new o i l  refinery with a 1 million tcn 
capnalty n yonr m a  'bui l t  by the Itnllm $*.to O i l  Cmpany, Ell, 2 t o  w owned jo int ly  6 t h  the  ~ e r n o a n t ,  an1 had atartod 

5 produotion. Thla refinmy w i l l  mpply a1 Oh:!m's noode and evon 
b refine aano crude for o-t, I. soap ic.etoly to supply most of 
O ~hnnn '  a roquiremnts -a -s b u i l t  by rover  Brothers, ~ .nd  n jute snok 3 faotory covering hnlf the oountryl e noede m a  31s 3 opcnod. Two 

mcm-proceasing Ao to r l ee  m e  e m o t e d  t o  go l n t >  production 
onply i n  1964. They m e  being built by Q c m n  cmpanios, ond w i l l  
be armed jo int ly  with the Qmonmont who r d l l  thus ba nblc to 
proosae nbout e quarter  of t h e  nnnud ilooooo plucluoticm. r A  

-A 

3 64. r". new savor ar plan (1964/1970) tmts lwrmhcc! n t  tho end 
I o f  1963. Xte mnln f~ . e to  inaraaa mtisn?ll fmme by 5.5% 

w a ymr, r? l l in~  f o r  A ... mnta up to $2.85 bil l1 m over thc scvon 
ycara, of whiah more thnn half is c w o t e d  to oomo from thc privoto 
BOO~OP. rA 

c/r! 
4 65. During 1963, work oontinueil cm O m n ' s  blggsat nlngla 
c;l indua t r lo l  projeot,  the Volta R i v e r  hydro-alaotrio 'mil flooc- 
O regulntlntr dm. H a l f  of the coet ($I97 million) *ma financod by 
W tho  Qovcmont  cnd the ot!=r ha11 t b m &  lorn8 from tho IBRD, 

the United Stcrtee and #c Unlted Kingdom. Vfork on the &m l a  
\ 

@li@atly &head of oahebule, b e p l t e  sane h a g o  from rooent 2 floobe. ?Wrk m a  nlao s tn r tod  on the Volkr :.luml ?ium C anpnny ' 8 
5 ~nalter aith (1 onpnoity of 100,000 tam, nhic t- be bui l t  by 
vi on fmeriaan rim for UUnitcd Stntcs  anil ~ u r o p  . ,um canpnnies. 
0 The m o j e o t  18 illroct1.y l i nked  dth the Voltr. CL) -ml w i l l  s t a r t  

pro&otion when o leo t r io i ty  from the v o l k  dam p c m r  a t n t i m  bocanea 
amilnbla by mi d-1965. vi 

H 



(a)  pc:uui tulntivc tota lg  

;ic~nom!.c o.-&'& : 

( m i l l  ion US #) 

Ipochniccl --- awsistancc a6 of 31 st December, I 71.3: 

Comunist c i v i l i a n  t c c i m i c i ~ ~  in the country : 340 
of which1 USSR : 220 

mopcan  s n t o l l i t o s  : I20 
Comuni s t China : not nvailnblc 

(b) Roccnt dcvelo~lscntq 

67. Ctrreat Soviet c ~ o d i t s  to ~ & n a  ~ c l l  for  n g c o l o g i c ~ l  
8L?r-70yt a G h ? l  n i l l ,  J study for a wjcr h;rdro-clcctric pr,w0r 
&*fition on tho Blcclc Vol&. River, a shipyard c t ~ h o  po:.t of Ti'm, 
a h ~ i l ~ l n g  devclopmcnt p o j c c t  in  ;,ccrclt a t r a c t o r  osscmb;y 
Tac tory and nevcrnl other p o  j j c  ts.  The ,-a~~.:n s a t c l l i  tee 
WOPC vorking on a tyra fnctory, n printin(; i l la~rt,  a phr.r.sc~uticn1 



58. Onc cf G l r . n s l s  r n~ jo r  complcirt3 hnd b~air. th d i f f i cu l ty  
of mL.etinc; t h ~  l c c d  c o s t s  of  Sovict prujocts.  In March 1'165, 
tho USSR ca~markcd up t o  $22.2 mill ion oi" unuti l iscd c rcd i t s  
n l r a d y  i n  o:ristcncc f o r  the import of Sovict consum~r goods, 
building m t c r i n l s  ,and t h e  l lkc,  t o  5c dcl lvr~red from 1963 t o  
1966, witr, rcpnyncn*. i n  s i x  y m r a  s t a r t i n g  two y m r s  a f t o r  
u t i l i sn t ion .  Thc Ghmaian Clovornmcnt i s  m q u l r ~ d  t o  usc t lm  
loca l  curroncg procccds from thc sn lc  of thcsc cormoditius 
axclusivcly f o r  thc  loca l  cos t s  of nomc Soviot-ossistcd projccts  
In Qham. Chominn d i ssn t i s fuc t ion  r o m p t ~ d  thc rcorg:.nimtion 
of t h ~  Sovict &olo&icnl 8wvcy, which is  nuw p l , l c ~ d  undur tho 
direct supcrvislon of the Ghana Ooologicnl Survuy. 

69. l k s p i t c  Ww8o f r i c t i ons ,  Ohann continued t o  be rcccptivc 
t o  m y  nuw bloc proposal. Tho GhDnaicrn Ssvm-yar  Plan, vrhlch 
c ~ n t ~ r d d  i n t o  o f f ~ c t  on 1st Cktobcr, 1963, unticip- t ~ s  foreign 
locns and g m n t s  t o t a l l i n g  morc than $700 milliun during the 
poriod, 2.ncl apparently uxpccte n largo & n r ~  of thls umount 
tc comc from Sovict coun%rios. So far, hovrwcr, no ncvr c rod i t s  
h v o  boun e x t ~ n d c d  t o  Ghana s ince  mid-1962. 

70. Lnong t h ~  inciividual bloc pro jce tg  on which slow progross 
during t h v  ~ c c o n d  lnlf of 1962 and i n  1963 to be rcportcd, i s  thc 
nuclonr r m c t o r  t o  bc b u i l t  with Sovict assis tance,  Soviot 
tschnici 'ms vmro dcslgning a fish-.processing f'tlctory a t  Tcma, 2nd 
work continued on th,: upper Volta d m  m d  on t h ~  reinforczd 
concrotc ynncl r=ctory. Tham wits considcrcblc a c t i v i t y  on t h ~  
80viat  a h t o  Psm p o j m t a ,  the onc a t  Aldomc being dusi~piud t~ 
scrva a l s o  nn a t rn ining cen t re  undcr Sovict supwvision folw 
egricultural oquipmont opurotors. 

71. Thc &st Ck~lcnn pr in t ing  p lan t  a t  Tom i s  expected t o  
go into oporrtion by t h u  a d  of 1964, and constrvc t ivn  of thc 
Poliah sugar ~~~~~ry continued. As 2 result of Czech d ~ l - y s  
and inaction, Czach pnrtlcipcltlon in tho Koin~ncb su(7r.r cnnc: 
p l ~ n t n  tion/ri.f incry pro jtc t was tcrmlmtc.1, and by 1 n X - 1 % ?  
O h a M  was nogotinting with a I)utc.h f im t o  tnko ov.~:.  chc, p r b j ~ ~ t *  



73. *.bout 330 communist c i v i l i r ~ l  technicians were w~rking 
~h;l;-m by mid-1963, a decline of somc 1@ from th: ~ r c v i c u r  six-  
morlth pcriod. In  cddi t ion  t o  t h ~ .  ab3vc-u.cnticna~! :LC t i v i  c i  1x3, 
t h y  lncludo tcchnicol ossistancc t o  Gham , . i rmyo and t h ~  
momburfi of tho Soviet Gcologicol SUWQ~.  .,lthoU:h tho Soviut  
r ' , ir l inc Loroflot  bcgzn n regular wcckly scrvicc. Zrom Moscuw t o  
;.txm Curing Supttimbcr 1362, c n r l i c ~  Soviet ri,3 Lo Olmna'n 
:,irlinc In thc  form of e igh t  11.18 aircmfc* c,intinuud to b.j a 
sourcc of cnbnrrcssmunt; most of t h e m  wcro gr.mxhd, cit21cr 
bocuueo of servicing difficulties, or  f o r  rmsm:, cf e~onviny. 

74. Tho m c i >  l Incidents i n  Bulgnrir?. i n  F~bruslry nnd 
March 1963 l a d  t o  d i p l o m t i c  p ro tes t s  by G h w ;  thc numkcr of 
Ghax-nlun ocndomic nnd technical stbdcnts in thu bloc countrica 
r r t  ti' und 3f 1963 w.s cstimntcd a t  about 1,015. Tha dcnth of 
a Ohnminn studont In  the USSR rcportod In mid-Dxcmber and tha 
ensuing dumonstrations in  Mowow kv,: further al'foctcd Soviet/ 
Ohuwian rclotions.  

75. Sino-Bovicit o f fo r t s  t o  cxp?nd trade with Ghanr: nppccrod 
by mid-1963 t o  bo increasingly eucccssful. Thc 2hnalnn 
(tovc~ 1 w n t  i n  thc pas t  oftcn fnvourca Sovict impwts through thc 
licensing systcm i n  ordcr t o  rodress its trodc: d3 f i c i t ;  howovur, 
thu Sino-Soviet countr ies  hnvc bccn taking c.n incrunsing shnrc of 
cocon. I n  the 1962/63 soason, t o t a l  Sino-Soviet imports of 
O h n a i a n  cocoa wcro sccond only t o  shlpmonts to  the Uni tcd Statas,  
who nccountod f o r  about 25% of t o t a l  Ghclmian cocoa sports. 
During thc: first q w r t c r  of 1963, tho Slno-Soviut countrice 
sMro of Qhanu's tmdc mom thnn doubled a s  compmod with tho 
sumo pctriod oi 1962. 

76. Ohm has ~xprcsacd  d i sa t i s f ' ac t ion  v r i  th t h ~  opurction 
of i ts  t r aac  cnd pr.ym~nte agrcomcnts w i t h  thti Co~nmunis t countries. 
Instead of an import surplus which would hcvc bc3n i n  Qham's 
fuvour undar proscnt arrmgemcnts, sinco 1962 Ghlm has bocn 
running aa axport eurplus whlch shc is, in cffcc t, financing. 
!i%a Oh&nnian Oovt)rmmont hns becn sooking t o  rmiw hor agrocloonts 
with tho Communist countr ics  In ordcr t o  obtain a porioMc 
sottlcmcnt of b i l n t o m l  accounts i n  hard currcncios or thc 
paymunt of l n t o r ~ s t  on trod0 balances. 



(~opl l ln t ion:  3.4 million) 

77. 1.ft.c~ 1958, wkon the country scvercd hcr rc lc t i ans  with 
Frnncc, th, oconomic si tuntiun s tcad i ly  dctcriorctc?d. In  
Lh,ccnb~r 1561 a rcvcrsnl of thc polit icr.1 cr icntc t ion haltcd thl: 
p r u v n i l i w  trcnd, which would hcvc Icd towards comp:ctc: dcpcnd~nco 
on t h ~ ,  Comnunist countries f o r  economical rmd t w h i c z l  aid. Up 
t o  thun, thc Sino-Sovict countr ies  k ~ d  bucn rapidly increasing 
t h o i r  shE.rc o r  Guincarl cxports, although thc West k d  maintaln~d 
i ts  p r c d o m i ~ n t  trndc ?os i t ion and continued t o  import Guinea's 
w i n  nincrnl  products, such as iron, bauxltc an3 alumina, which 
were considof-ably incrcncing thoir r o l o  i n  ~ u i n c n ' s  forcign tradc. 
ruprosanting a lnos t  7096 of axports i n  1961. In t h ~  long run, thcsa 
growing mincml cxports t o  tho Vlcst provcd a b ~ t t c r  sourcc f o r  
ooononiC dcvolopmont thnn Communist oeeistancc. 

78. As a rcsult o f  thc rcvisad a t t i t u d e  of  tho Guincnn 
Qovclmcnt, tho love1 of Cor:~;.unist i n f l u a c 3  .lad ~ l c t i v i t i ~ s  is.s 
rmcincd pr;rcflccll;. unchanged sincc ezrly 1962, j:har&%s the 
':.st -mined ground. 

79.  Foreign a14 i n  1963 nmountcd t o  about 840 million, 
roproeunting more than of t o k k  Guinean c~~1.rning6 from 
oxporta. Iklf of this cane from thc Unitcd States ,  one-qmrtcr 
from tlra Fudoml Ropublic of O u m  and tha rcmcining p m r t c r  
Ih8cmComcniat BOUTCOP. ThD announcad roneaal of Frcnchaid,  
tho  hop^ f o r  incrcosed Unitcd Sf;~?tds a s s i ~ t a n c c ,  t h c  rcccipt  of 
s u a k i n ~ d  nid  from tilt rcdcrcl R q u b l i c  and somc additional a id  
promisod by Yugcslcvin ccrnii a t  a tint whcn cconcmic negotiations 
with tha Communist countr ies  wcro hcrdcning ns a r c s u l t  of 
l3uin~a 's  insis%ncc on c. morc rc.pid lmplcmcntation of Sovict r.id 
&nd tlu: l c tb r ' s  pmssurc  fo r  Wyncnt ~f Guincn's d c f i c i t  on 
tradc account. Howcvcr, dospite  somc o f fo r t s  by tho Guinocn 
Qovornmont, p r o ~ p o c t s  f o r  a v a s t  incrcrrsc: of Wcstcrn c id  or  
prlvutu invcstucnts r o w i n  w t t m - o t i v o ,  nnd vnrious propoeod 
projects hc.v, ~l~countc;rcd i l i f f i c u f t i ~ s .  In  vil:va of tho 
na tura l  wc!lth ~ i t h  v~hich Guinac?. i s  ~ ~ d o r c d  ( d a o s i  t s  of bau:itC 
i n  Northon Ouicw. havc boon c s t i ~ ~ a t c d  c t  one-third of the 
world's nupply) long-tcrm p r o r p x t s  m m i n  f n v ~ u r i i b l ~  zlld 
technical accistancz a-.y possibly play an  inpar-Ur-t r a l c  i n  
foroign cid.  

Coneistdcl of prccosscd bouxito, produccd by 

~q carrn-mrI;& 



Euxopocn Mining and ~"Jumim Rufining Consortium -t Fri?., 
Dulling 1963 r~ numbcr of  stops wore taken which &?Y l o c d  to  an 
ir~provorn~nt in  Guinw's oconomic prospects. Guinoa joincd thc 
1ntc:rnntlollal Monchry Pund, cnd the I n t d m t i o n ~ l  B-nk for  
R~cunfitrilc t ion cnd Dcvelopncnt, A new suvcn-rear plon for tho 
puriod 1 964/70 was in prilpnrction by the 2nd o r  tho yew, and 
tha Guinuan f m c ,  which had ~ u f f u r d d  from inf'lation cftur i t s  
doparturd from tho fra,m cunc, m a  i n  tho proccss of bcing 
stabilieod. 

(million US a) 

UB8R 73.1 45.6 27.5 
Guro,~aan s a t a l l i t c s  25.2 t 4.8 30.4 
Communist China 26.5 5.5. 21 .0 

TCQLL. 1 2b.8 65.9 58.9 

Comuniat civiXian tochniclana i n  tho country: 880 
o f  which: US@ 425 

E w o p ~ a n  esltollitos 320 
C ommuni a t  China sc 105 
N o ~ t h  Via th-.mccic 30 

(million US 8)  



(b)  R ~ c ~ n t  dcvclo~,ments -- 
a. Conctruction continued on Communist p r o j ~ c t s  ur.d~r 

c n r l i c r  c r c d i t s  ( ?  hmtpr rqxir contro, 3 ccmpl\:x ,,f 
prcfcbricatod bui ld injs ,  a factory t o r  pro&Jcln:> cf .-mctc blockc, 
e la rgc  saw-mill), n 13irtch 2nd c i@ro t to  factory m c l  r. p c , l y t ~ c t m ~ c  
1 ' s t i tu tc ) .  Bcf'oro thc und of 1962, contrncts w r o  cignud f o r  2 
cumcnt fac tory  asd f o r  j e t  kcroeeno a tom& and P'.!c;lling 
f a c i l i t l c s  c t  Coxkry a i rpor t .  Tha USSR a l so  complutod the two 
50 MY rad io   station^ near C o n a k r y  i n  Soptcmbcr j462. The 
Ouincan/Polish F l s h i ~ g  Company, which is the only productive 
ontorprioc t o  be put  i n t o  operation, hcs dm-wn inc.-caoing 
die% ti sfnc t i o n  rcgnrding cqulpmmt and tochnicinns, 

82. Thc -01-mous opumtlng c o s t  of the Czcch and Soviet- 
sup:~ortdl Air Ouincan is bdginning t o  outweigh thc p o s t i g e  v:~luc. 
In order t o  meet Guinca:~ complaints on w r i o u s  aspzcts  of the 
bloc a i U  pf ogrcmxc - tlio r a t e  of implcmcnt~ti  on, thc i r regular i ty  
of dollverioe,  tho high cos ta  of c e r t a i n  opcmtions and the 
shortcomings of thc matorials  and tmhnicn l  ndvicc - the USSR 
dimp~tched 2 high-lovol dologntion t o  Comkry c ' u ~ l n g  the second 
half of June 3963, and both countr ies  agreed t o  thu c r e u t i m  u f  
an orgmiza t ion  t o  consolidate work on prodocts und~r construction. 

* 83. In tho c v m t  of lagging Sovlat a id  prb@nmrnos mid of 
Wi3storm ro luc tamo t o  become i n v o l v ~ d  f o r  any grt?Jtly increased 
eupport, Communis$ C h i w  might find cn opi>ortunlty t o  use 
incraosod oconomic a i d  a s  n mocns of enhancing hur prest ige i n  
Wo8t i rf i ica.  8inco 1 963, wcrk on thc Chinosc mr.tch and 
C i @ r ~ t t ~  factory has yono o h a d  briskly,  cn~; i n  June 1963 
Frosidunt Sokou Tour6 ab.tod t ha t  Chin=. l xd  tmnsfcrrcd E l  mil l ion 
"to c n ~ b l o  Ou in~c  to  m k c  purchnees in any country". At l u s t  
pnrf of t h i s  t ronsfar  w i l l  be used fo r  pu rchscs  of oquipn~nt 
nuodod f o r  Chincsc-supi,ortod a i d  pro  jcc t s. 

4. Uoaplto hunours t o  tho con-rg, t h r c  h s  sa f h r  boon 
no massivo ~ x i t  of Comnunist Scchnicians *om Guincz. T~L: numbor 
of Communist c i v i l i a n  pursonncl i n  tho country by mid-? 963 was 
still about I ,020, anly s l i g h t l y  bclow thc mid-1 962 figure (1,080) 
and s l i g h t l y  mom thm tho reportzd f igurc  fi)r onJ-1962 (940). 
This f iguro dccrcascd t o  about 880 by t h  ond of 1 363. K!if 
tho 200 Communist tcachars .re due t o  bc ~cpl?~cocl by Frmch.  -1nd 
Unny Communist t ~ c h n i c l c n s  should dep?.rt wh.n thc: ccw t : w c  t 1 n 
projocts  on which they =re working a m  compl,t~d. Tho rillnts r ~f 
Communist tcrchnicnl p a r s c n n ~ l  involvccl in Ouin&.n cvi-tion nna  
f i sh ing  m y  bo cxpictod t 3  shiick. Thc: 300 or bo t c ; f ~ ~ l c i f . n s  
na tin6 n s  cdvi s c r s  and p l ~ n n o p s  may f luc t u a t u ,  dcperdtng 0'1 

Wastorn cffLrts  i n  this sector ,  whilo thu t,stzblik,hmcnt ot' r: 
8oVict construct ion or@.nizatlon my brin;: :: ncw in f lux  of Sov ie t  
tochniclzns. ;.bout 45 Sovict m i l i v r y  ~ydviscrs werc b ~ l i u v d d  
bo ac t ive  i n  O u l n ~ c  auring tho year. 



85 During t l ~ o  i$62/63 school yacr, t h  nurnbm of Guinmn 
studonta i n  tho 3oviot bloc docroasod by about 200 from thc 
provious yocr 's  t o t a l  of about 650. 

86. In 1962, Ouinoan t m d e  with c.ch of tho Guropcan 
scltcllItc?a and w i t h  Comur~la t  C h i n a  m a  brou&t into bc-lanca a t  
l cvc l s  wcll bolow thoso nchiovod i n  1951, Similarly, during tho 
f i r s t .  k l f  of 1963 tho USSR se l~ rp ly  rcducud hcr oxpurts t o  Ciuina, 
r c f l o c t b g  a g r o w  concorn over tho  paymate problem. ~ u i n a ' s  
trcdo with Communist countrioe i n  1962 crnountod t o  34% of her 
t o t a l  trudo, as cc mparod with 33% i n  1 9 6 4  . Th; s l i g h t  avcrnl l  
incrcasc rOSUltod ;porn t.% Sovlot wlllinlplass t o  zllow Guinon 
t o  iun up c trade d ~ f i c i t  of moro t t n n  $10 million f o r  t hc  year. 
~uinoa's commorcinl debt t o  Communist countr ics  has now r i s c n  
t o  3vcr million, cnd payrrl~nts t o  thcsc countr ies  Cro bccombg 
an increasing burdan on tho economy, a s  Guincn is  csropollcd t o  
cow,lit a s ign i f ican t  port ion o f  her  chicf h r d  currency xwsourcc - 
c l u m i m  - to tho pLaynlc.nt of t h ~  debt on Communist crodits.  

87. During tho f irst  ha l f  of 1963, Ouinca s i w ~ d  nGw 
protocols t o  her besic  tm& and payments agrcunicnta with thc 
USSR, Bulgaria, Ibst ~wmany, w r y ,  Poland and Commrcrist Chln;l.  
Talk6 w i t h  Czechoslovakia ra2ortodly brokr: off without agreement 
on a protocol. 



&J,I -a. 

(~opulc.tion: 4.4. million) 

cl a 88. Informt ion  on !k.~i's cconomic d~vclopncnt  during 1963 
3 Is bcarca, a s  recoct  ~ t c t i ~ t i c s  a r c  lccking. WitLin thc  francwork 

of th,: fivc-ycar dcvelopmcnt plan which is to br: complctud by 
W I 966, Mali is cvncontroting on improving agriculture. in  ordcr t o  

rbdross hur trndir bnlcmu. I n  1961, the  trndc dofici  t amountcd t o  
@ somc a21.5 million, rznd tha trndc bnlarcc s i tuat ion worscnod during 

1962 t o  roach c d c a i c i t  of somo $35.7 million. U 
W 
c;l 89. Out of thc  clvailablc: s k t i s t i c s  fo r  1962, i t  nppcxre 

thct Mcli z f t e r  1cc.ving tho franc zone has bccn sh i f t i ng  her $ tmdo  towards thc Communist countrius. Up t o  the m d  of  1962, 
trcdc wus o x c l u s i v ~ l y  d i ~ r c t i r d  tomrds  thc Wcst, thc f r m c  zone 
cnd Ul-. 

3 90. Aftor thc dissolut ion i n  1960 of the Fcdcmtion of  h!.li, ' rul:.tions with Soncgal dctmiornted,  2nd t h ~  bulk o f  Mali's a u m o r t s  wero s h i p ~ c d  through the Ivory C a s t  a~lii the Port of 
k ;.bijan, Rcccntly, howuvor, re la t ions  w i t h  hcr nwghbour have 
5: improved, c.nd thc railway t o  Jhhr is  oncc. ::or- buing used f i r  
m outnard shipmats, but M a l l  has l i t t l c  cxccpt poanuts t o  offor 
4 i n  tho my uf  exports. 
c;l 2 -mist ~concirnic zc t iv i t i cn  
n 
\ (2) p.+cauituI.ativc totr.lq 

( m i l l  ion US $) 

u 
Communist c i v i l i n n  t o c ~ v l l c i ~ m s  in thc country: 

0 -- ---.I- 

Outstanding I 
on I .I .64 

31 .O 
I 0.1 
19.3 

68.4 

c;l 
U 
m 
8 
U 

a ,  

USSR 
Europc-.n m t d l i  t ~ s  
C ommuni st C h i  ria 

Extended ~ ~ . z w n  

55.5 f 211.5 
22.6 
19.6 

3 a p ! C % L  

4.5 
0.3 
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Imports j Expor ts  

1 960 1 i 961 1 1 962i 1 960 1 961 '1 362- 
1 I I I I 7 

( b ) a d  ;vYeII,oarnmc~ts 
91. Sovlct in-flucncc i n  Mali ccntinuod t u  renuin strung, 

bu t  tho incrcaeing f inanc ia l  difficulties which fucc the: country 
k v a  tundcd t o  str,lin hur r ~ 1 ; r t I a n s  w i  th tho Communist  countrics. 
Ec onomlc arid c omcrc i o l  delogationa fiom k.1 ;!li ' s principc 1 
Cornnumist csuntr ica ' creditors - tho U8%, Czdchoclovakia r.nd 
H ~ l @ r y  - vis i ted  I k l i  dwing  thc  first half of 1963 and 
discussod tho problcm of' dcbt pilymwts. ..lthough f o r  p o l i t i c a l  
roasona the Communist countr ics  applnudod H a l i  ' s crcat ion of 
hcr o m  franc on l e t  July, 1962, t h i e  mccsurc did l i t t l o  t o  case 
&?lit8 f inc ln~i31  diWicult i ;?s ,  and del3eptions from Communist 
cowltrios &sVo sought paymmte, a r  a t  lecst furthor nssurc.ncce 
of p.?Jrrs-nts. A t  cconomic t a l k s  hold i n  Bawko in i ~ p r i l  1363# 
tho Soviet Blugcttion m y  k v c  agreed t o  somu &-sing of s y m i n t  
ZCrme. Tho poor prospects for repnymcnt, however, rxy  h v c  An 
inhibi t ing of foc t  on futurc c i d  commitments. NO ncvibloc 
c m d i t ~  h v o  beon axtonc?ua 5y Communist countrics t u  Mali since 
thr: middla of 1962. Tho Mnlinns, on thcir sidc, hrvc ?.irdd 
their criticisms of bloc c i d  programmc~~, rad pmt icu la r ly  cf tn0 

thlt Mali should put up 25% of pro3oct costs. 

92. Tho 8tc.to firm supported by B u l ~ . r i n n s  ms prcvud 
dis;lp~oSnting; presumably bocauso of m i l  dcf ic i~i lcy ,  tha f i r m  
h n B  produced n very poor yiold. Tho Communist-suppllcd ..ir M i l i  
continued t o  cxperionce chronic f i m n c i n l  d i f f i c u l  tics, cl t h ~ ~ u g h  
tho Camunist countrioa ro+ain their- c?.ornincnt pcs i t ion in L.ir 
tFQRsport. 30 progress was mdo on the Bnrmko/IL~nk.n ~*-lilw~Y, 
prcib~hlq. a a r c s u i t  of c i i f f i su l t ios  i n  reconciling ILllnn znd 
W ~ l n a n  raiiwcly mugeg. S m i c t  e tudlcs  f12r tho improvcmmt uf 
m v i s t i o n  on tho Nigor Rivcr wcre rcpor tcdly ~omplotcJ. Lack 
of 8-plc.  par t8  f o r  Hungur1c.n buscs  r e su l  i.cd in  numorca 
bl'OCklr;w?ls. Cox~struction of tho Yovict sports stcldlum ncnr 
&?IIL'lko W6 pi'oecoding, m d  u t l l i m t l c n  of 2th Czoch Ci'edit bf 

640 million h s  bccn largely confined t o  a cottor, t ex t j l c  combin0 
i n  sogou. 



NATO C O N F I D E H T a  

93. Although Soviet  ge010gical and mineral explorat ions 
begun i n  1961 heve a p p a r o ~ t l y  revezled l i t t l e  explbi tnble  
mineral  woalth, M a l i  has  b m n  i n s i s t i n g  on t h e i r  i n t e n s i f i c ~ . t i o n .  

94. Thcre have been no d e l i v e r i e s  of m i l i t a r y  equipnent 
ojnce 1963, but some Sovie t  n i l i t a r y  technicizns zre sti l l  i n  
Mali, while some Malians were rece iv ing t ra in ing  i n  the  USSR. 

95. On 5 t h  January, 1963, Wi signed n technica l  assiotance 
agreement with the USSR, providing f o r  Soviet  assist,ulcc i n  the 
estnbl ishncl l t  of th rce  schools  t o  t r a i n  a g r i c u l t u r a l  spcc in l i s to ,  
nursoo and nidwivea and sen ior  goverment  o f f i c i u l s .  The USSR 
hne a l s o  s t a f f e d  an , pprent ice- training c e n t r e  which i t  
conetructod i n  k a k o ,  and has  provided sone teachers  f o r  the  
M a l i a n  eecondnry school systen.  

96. By mid-1963, t he re  were about 445 Connur.ist c i v i l i a n  
tochniciane i n  I Y L a l i ,  o f  which 285 came from the USSR, 120  f ron  
t h e  European s a t e l l i t e s ,  25 f r o n  Comunist  China, 10 f ron  North 
Korea and 5 from North V i e w .  About 500 academic and 
t echn ica l  e tudents  were etudying i n  the Sino-Soviet countries.  
The government-controlled information media did not  publ ic ise  
events  unfavourablc t o  t h e  bloc,  and conpletely i ~ n o r c d  the 
naltreafment of African s tuden ts  i n  Sof ia  and the  Moscow 
demonstrations. It appeared, however, t h a t  most French-speaking 
bblians i n  Bamako were aware of these  incidents .  

97. Malian t rade  with Conmunist countr ies  incressed 
s l Q h t l y  during the  f i r s t  s ix  months of 1963, a s  the  l e v c l  of 
Imports roeo somcwhat o v e r t h a t  p reva i l ing  during the f i r s t  half  
of  1962. The l a r g e s t  por t ion  of Mali's peanut crop - hcr w:ly 
import~.nt  export  - had bccn purchased by bloc coun t r i es  i n  1961 
and 1962, r s  Coumuniet China entered the  narket  f o r  t he  f i r s t  
time i n  Scptenbcr 1962. Czechoslovakia and Poland reportedly 
agreed t o  pay M a l i  i n  conver t ib le  currency f o r  30% of  t h c i r  
purchases of l a l i a n  peanuts. The USSR, who had been approached 
with a a imi la r  request ,  r e f i s e d  t o  do so. The Malians have 
undertaken t o  increase  the  share  of the  peanut crop going t o  
France i n  1963. 



MOROCCO 
(Population: 12.4 million) 

98. 1963 wns 3 nore favourable year for Mo~o&wi - q & r l c u l -  
ture, whose improved production largely accoUtcd &OR? t a d  
sdtisfactory devolvpment of the cnuntry9s foreign t t l b d c .  
Exports increased by about 12% during the first thqro%-p tpr to rs  
of 1963 over the Sm~c period of 1962, while inport&"ro!w$ncd 
st the smc level. The increase in exports vias r n & l W y  d u a  ta 
sales of citrus fn ' i t ,  olive oil and barley, whilc B b l c  a of 
other cereals, vege.L?bles and wine increased modcr&%ly . The 
trade improvement was especially noticeable in the @ S ~ h . q ~ g ~ g  
with' the franc zone. Sin'ee the' Common Market he3 b%cn 
currently absorbing some 58$ of all Moroccan exporWs t& co-try 
m e  by the end of the year working to reach an agr&eFWan,t order 
to guarantee her European market. 

99. The main efforts for future development &l% dAfected 
towards the improvement of the irrigation dams and r%twafk. 
In Itrlay, 1963, the first Moroccan sugar beet refincgfk~tfir-ttd 
production, but owing to disastrous floods in thst p 9 r t 3 c u l a r  
region the results renained far below expectation. Nc-+r-the&ss, 
an additional sugar nil1 is foreseen for constructitjob irr\ 196.,, 
The expansion of cotton cultivntion la also envisa@&. In 
Ilutunn 396'1 the. government etarted to mtionalise %O&Q Z i ; O , O O Q  
acres of farmland held by French settlera; the p r c ~ g M ~ ~ 0  3 8  t o  
he epread over a period of three years. 

100. Industrinl production, which accounted fmf a b w t  3% 
o f  total Moroccan exports in 1963, presented a les%%nc~$raghg 
picture. Nevertheless, Morocco hintained her p o & k i o ~  0s t h e  
world1e langest exportor of phosphate rock, producOflbnafwhi~h 
was well over 8 nillion tons in 1963, the highest over 
reached. Iron end zinc ore output roee slightly. Ti; Q 
declining world prices and the coetly nature of crc@lbit9Ci0n 
reeulted in near criaia conditione for the manganofW5. l.*& 
iron ore industries. A decline in the output of ~ 6 4 8 f l 4 6 ~ ~ ~  
load nrd cobalt was rsgistered. As a result, ernpQ0mc46 An 
the mining induetry declined by nearly 10$ Outpu6 bf W'Jdooil 
durini 19 t v  3 rose to 150,000 tow, as compared w i y h  1?'/,090 in 
1362, but the outlock for petrolem still remains mfbbl *@tic 
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b u i l d i q  n sup . r  beet re f inery  tmder her  $4.8 mil l ion c red i t  
extended a t  thc  beginning of 1962, and Czecf?oelovakla has  bscn 
de l iver ing  copper mining machinery f o r  her project  under n loan 
of $380,000 extended in 1961. t h e  recent  Polish c r e d i t  of 
$12 mil l ion had not been u t i l i e e d  by end-1963. Although it was 
intended to provide f o r  the  Import of c a p i t a l  goods and 
equipment, so  far no s u i t a b l e  p ro joc t s  have been agreed upon. 

102. I n  t o t a l ,  some 25 t o  35 European s a t e l l i t e  c i v i l i a n  
tochniciana have t ? e n  working on the  p ro jec t s  under implementation; 
t h e  25 Sovict  c i v i l l a n  technic ians  who were i n  the country before 
the end of 1962 had all left by mid-1963. 

103. The USSR has continued t o  provide soae mi l i t a ry  a id  t o  
Morocco. Sovlct  o i l i t m y  technicians were present a t  Melcnes i n  
connection with the  N I G  e i r c r a f t  del ivered,  f o r  which addit ional  
apare p a r t s  were received i n  ea r ly  1963. In  addit ion,  during the 
f i r s t  ha l f  of 1963, the  Sovj e t a  shipped some 100 mm an t i -o i rc rnf t  
P a .  Soviet  n i l i t n r y  technicians a r e  a l s o  worlring on mine-clearin6 
operations.  

104. During 1963, pone 1 0  t o  15 Moroccan s tudents  were 
receivjng "vchnical t r a i n i n g  i n  Poland, and nenrly 200 were follow- 
inp; acadeuic courses, ha l f  of then i n  the  USSR and hal f  i n  the 
European a a t e l l i t e  countr ies .  

105. In 1962, Moroccan t rade  with the  Com~mIcit countries 
increaeea both on the import and on the export s ide.  T h i s  incrcasz,  
which became more apparent during the second half  of the year, 
oombir-ud with an o-rcrall  decl ine  i n  Morocco's world tmdc ,  incrensud 
the t o t a l  share of t rade  wlth Conrmnist countr ies  t o  over fl. hor . i r  
t h e  CoCU2W.iot t rading partners, China remained the p r i m a r y  supplicr  
(green t e a ) ,  while Poland and Czechoslovakia were thu sa in  Morocca~l 
oXpOrf mricets.  The Moroccm t r ade  agrearnent with Communist C h i m  
which lapsed i n  Ssptcmber 1962, was renewed i n  Apri l  1963, M O ~ O C C O  
being able  t o  obta in  the  s e t t i n g  of a b e t t e r  t rade  balance t x g c t  
than t h o  one included i n  the  previous agreement. 



& 106. The major i ty  of t h e  S x a l i  pcpulat ian c o m i s t s  of r . ~ , ? d ~ .  
Th;.eo-qutlrters dur ive  a l iv i .ng  from i i v o s t o c k  bmedf rig (n,:lrdy 

& g o a t s )  a , ~ d  only  15% from a g r i c ~ f i t x c .  Th.2 mbst i q o r t a r ~ t  export. 
5 com~aodi~t iss  ni-e btmnanes, which accour~t f o r  4546 of t o t a l  expw LC;, . d 11-re mizalr:  235, h.'dos and s::lno 1096, timber ax3 cna-.coLd L .  . , I ; ,  
u f i s h  a,?d f i s h  p r e p r ~ r a ~ i o n s  2.4$. The l a c k  of n t r a n s p a r t  P ; ~ . ' ~ G ~ J  3 i s  s t i l l  e mafn obs tac le  t o  economic d e v e l o p ~ e n t .  The co::?, z . i  

Lznrnn p.w3vction i s ,  as y e t ,  not  conp9Litive, C L . : ~  t h e  lrl.;c:+ $ e r - ~ x t ~  of  t l ? ie  c 3 ~ ~ 3 t i t y  have gcncrall:: becn 2 1 x ~  1e1 t~ t::' .I) -. 
-I ':'I 21 5:le f r m ~ ~ ~ ~ l i  o f  a s p e c i a l  a p - s e m n t .  P!!~?:.LI'-:R h a v :  I.c~:r\ Vr - .. 

t a k m  to increnae  the  product ion o f  g m i x ,  t -egct . : . ies ,  o ' q - ~ c -  . ~ . d  
t n  t j a c c ~ ,  wllich rc_c,"cmnt roughly one-f i f  t h  of i u p r  ts, wi ih th:. 3 aim of c ~ v c r i n g  t h  c o u n t r y t ~  needs. 

I 

W 
H 1137. Fiver 8 ince  she reached independence i n  15':0, thn Smz'i 
k Rtpub!.ic k%n been faced with consiifern"u e  eco!#oi?i: ?. ?oblums, nn-! 
5: h r * ~  cr ;? j*o~ic  v i a b i l i t y  sti'l rel teins :lr up?r. qrc:ti:n.. 11: !::.xh 
c/r! 1963, s3c bl-o!ze o f f  rii-plornatic r e l a t i o n s  with tLc: Un.:.tcd K2rLt7~, >2, 
4 w11o i ~ a d  p r o v i o ~ s l y  provided budgetary st:ppcll t .  t e n d c n  v . i  . t ! .  
A b ~ t h  he r  ne ighbows  (Eth iopia  and Kenya) i ? ~ r n ? s - i l ,  SC?YL~.; s i - . - ' - -  I . - ? L  

a m i l i t a r y  b~i l ld-up  which i n p r e d  an z",itisral a . ~ d  stvez.2 str-ill r/ on her clready we& cconor*;-. 
\ 

Communist eccnomic a c t i v i t i e s  
& 
- - -_ . - - - - - -  - -- 

5 m (a)  R c c m i W c t i r o  - t o t a l s  -- -- 
a 

uf,m 
European s a t e l l i t e s  
Cciixunis t China 

Techc-lcol a s s i s t a n r e  a s  of 31ot December, 1963: -- -" - - -- --- 
Comimist  c i v i l i a n  t echn lc i .xs  i n  the ccu:ltr;: 3,:s 

N w b e r  o f  n a t i o n a l e  t r a i n e d  i n  Comunla t  c o u r ~ t r i e s :  425 



NATO CO:PIDE:;?IU 
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T m 4 e  rr i th C o r n m i s t  c o u n t r i e s  n e g l i g i b l e  - 
Recent develo&ments (b) ------- --- 

up t o  the  end of 1662. 

108. Somali ha8 rcce ived  c loae  a t t e n t i o n  from the  Communist 
c o u n t r i e s ,  as tkey noved s t e a d i l y  forward with p r o j e c t  a i d ,  t r a d e  
prorno.tian, scilrjltlrships f o r  Somalia, t echn ica l  a e s i s t a n c e  m d ,  
more r e c e n t l y ,  military a s s i s t a n c e .  

109. The Soclnli Gcvornment confirmed on 3 l s t  Octcber, 1963, 
its d e c i s i o n  t o  ,-ccept " in p r inc ip le i1  t h e  Sovie t  o f f e r  of an  -19 

agreement providi .  g $42 m i l l i o n  worth of equipment. On 
3rd September, 1963 tho  Somali Prime H i n i s t e r  announced thct 
Comuunist China had o f fe red  a l o a n  equivalent  t o  about $20 n i l l j o n  
and n g r a n t  f o r  budgetary support  of about $3 mi l l ion ,  w1.1ich could 
cover The d s f i c i t  c r e a t e d  5y the l o e e  of B r i t i s h  a i d  following 
t h e  An@o-Somali 4lplomatic  r u p t u r e  i n  March '1363. 

110. T'le s a l e  of Sov ic t  600ds imported under the  comnodity 
credit n&;rcea~~ri  t ha3 generated by mid-1963 $1.4 n i l l i o n  t o  cover 
l o c s l  cnqts  o f  c i ~ h t  bloc p r o j e c t a  f o r  ivhich t h e  Sonal i  Government 
I n  w l y ~ i t t e 5  t o  f w n i s h  m p p o r t i n g  f a c i l i t i e s .  Work w2a hew on 
p r o j ~ ~ t  a g r e e a o n h  s igned with the USSR f o r  a secondary school,  
a printing work*, a 50 kW r a d i o  s t a t i o n ,  a milk-processing f a c t o r y  
a t  X!ogadi~hu, a meat-packing fac to ry ,  a f i s h  cannery, a 50-bed 
tuberculosis h s y i t ~ . l ,  s t a t e  g r a i n  farms, state o i l  seed wid cot ton  
frms and t h e  er lsrgcment  o f  the p o r t  of  Berbera. A s  a r e s u l t ,  t h e  
nun'Jer of  Soviet  t e c h n i c i a n s  i n  the  country r o s e  by end-1965 t o  
a b ~ u f ;  330, n o t  inc luding  some 1 5  European s a t e l l i t e  na t iona l s  
c i ~ r r c n t l y  there.  Drawnrings on the t o t a l  extended e c o n o ~ i c  z i d  
c r e d i t s  of $84.4 n i l l i c n  increased  t o  over $14 n i l l i o n  by thc end 
of 1563. 

111. Western e f f o r t s  t o  con ta in  bloc i n i t i a t i v c a  have becn 
cnrnplicatzd by C o m u d s t  5hinese competition. Somali and 
CODEXUIIS~ C h i n a  sigrAed a cc tu ra l  agreement i n  Zanuary 1963, and 
n ?;rade cnd payments agreement by mid-May 1963. Subeequcntly, 
t'no Chlneoe s e n t  a de lega t ion  05 eoononic, c u l t u r a l  and t l i l i t o r y  
e x p e r t s  t a  Mogadishu t o  d i s c u s s  poas ib le  Chinese a s s i s t m c c ,  
inc luding  d i r e c t  budgetary support .  

112. Somali ' s  r e 2 e p t i v i t y  t o  Communist i n i t i a t i v e s  r c s u l t c d  
by t h e  end of October 1963 i n  a no te  s e n t  by the Sonoli  Goverment 
t o  tho I t a l i a n ,  West G e m n  and American Anbassadors i n  Mogadishu 

i l l l o n  in which i t  waa s t a t e d  that t h e  t r i p a r t i t e  o f f e r  of $14 n- 
Wcstcrn mi l i5a ry  a i d  -.yas t e c h n i c a l l y  inadequate f o r  S o m l i  >kcccie, 
knd p o l i t x c n l l y  unacceptable becauee i t  contained t h e  cor.dition 
of Somali r e f u s a l  of Comunis t  arms. The &mount of Sovict  
rn l l i t a ry  a i d  c r e d i t s ,  o r i s i n a l l y  r epor ted  as $28 mil l ion ,  had i n  
the ncan t ine  r i e m  t o  $42 n i l l i o n .  It i s  not  impossible t h a t  
t h c  USSK1s move wan i n  p a r t  motivated by the d e ~ i r c  t o  prcv2r t  
Coliiunist China 2rom exbzlding h e r  inf luence  i n  t h e  country. 



W 113. Tho succeso of Comunis t  c o u n t r i e s  i n  cxpmding t h e i r  
~ c h o l a r ~ h i p  programme f u r t h e r  wae another  proof of the  p r i o r l t y  c' cons ide ra t ion  g iven  t o  Sona l i  by the  Comunists .  The mid-1963 

4 e s t i n a t c  r epor ted  t h a t  about 385 Somalis were s tudying i n  t h  bloc,  
a of which 265 were i n  thc USSd, as conpared with about 665 i n  tkc 

W d t .  Fur ther  development of t h i e  programme was t o  be expected, 
d e s p i t e  the  r a c i a l  i n c i d e n t s  i n  Bulgaria and r e p o r t s  of d i s -  
m t i s f a c t i o n  f r o 3  Sona l i  e tuden t s  elsewhere i n  Cordilunist countr ics .  ' 5 By t h e  end of t h e  year (1963). the  number of ncadtlmic s tudents  
t r a i n e d  i n  the  Sov ie t  Union reached 300. I n  a d d i t i o n  t o  this 

U f i g u r e ,  105 Somali s t13en t s  and t echn ic ians  went t o  Europenri 
W e a t e l l i t e  c o u n t r i c s  and ano the r  20 t o  Conmunist China. 
c;l 
z 11.;. A state t r a d i n g  agency was founded i n  l a t e  1962 t o  

f a c i l i t a t e  t r a d e  wi th  Communist countr ies .&der ,  t~ c >laced i n  m r l y  
W 1963 with the  S o v i e t  Union and Czechoslovakia f o r  t r a c t o r s  and 
3 bu l ldoze r s  a t  an e a t i n a t e d  c o s t  of more than  $2 mi l l ion .  In  t h c  

r i v a t e  s e c t o r ,  a wide range of consumer goods from the  Soviet $ L o n  , Czechoslovakia and o t h e r  Comunis t  coun t r i e s  began t o  f ind  
w mr.rkots, and i n  t h e  nor thern  p a r t  o f  t h e  country (ex-Bri t ish  

Somullland) t h e  USSR becacle the primary s u p p l i e r  of constructioil  
H mzte r i a l a .  D e l i v e r i e s  of t r a c t o r s  l e d  the  goverment  t o  concern 
$ i t s e l f  with t h e  problem of repaying Communist c r e d i t o  and loans. 
4 As t h e  amounts due t o  Communist c o u n t r i e s  increase ,  the  Somali 
c;l Oovornmont may be forced  to a s k  f o r  a rescheduli-ng of repaynents, 
O s i n c e  Sonol i  h a s  l i t t l e  to  o f fe r  i n  the way of exports.  

8 
\ 

W 
@ 
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SL'DAN - 
(Population : 12.8 mi l l ion)  

Econonic s i t u a t i o n  - ------ - 
115. I n  1963, Sudan enJoyed another -per cot ton  crop, 

fo l lwr ing the  exccl lcnt  r e s u l t s  of t he  previous year. 95% of the  
1363 crop has a l r c ~ d y  been sold,  the  3SSR being the  biggest buyer, 
paying cash, followed by t h e  United Ki dom and India.  I n  1962, 
Sudanese expor ts  rtrlched a t o t a l  of $22 2 .7 mil l ion ,  of which 5596 
cor.sistcd o f -co t ton ,  t he  o the r  main export  commodities b c i w  
gun arnbic,  of which Sildanese production repreeents  85$ of tho 
world t o t a l ,  l ives tock ,  h ides  and skins  and peanuts. I n  1963, 
expcr ts  w i l l  probably be of the  same order ,  although a s l i g h t  
decline i n  world nark@+; p r i ce s  f o r  co t ton  night  a f f e c t  the t o t a l  
value of e x p o r ~ s .  

116. I n p c r t s  i n  1962 amounted t o  $256.6 mi l l ion ,  and d u r i n g  
1963 the  Enma l e  re1 w i l l  be kept ,  with the  United Kingdom n s  the 
moqt i r p o r t n n t  s:lpplier i n  both years. The estimated t rade dcf  i c i t  
f o r  ' 9 6 3  of a t o u t  $30 mi l l i on  w i l l  not  ser ious ly  e f f e c t  Sudant8 
ove ra l l  c r e d i t  o ~ i t i o o  with fore ign exchange reserves  which had 
reached about 8 145 mill ion by the  end of 1962. 

117. Tne Sudanese economy thus remeins ab le  t o  cover her  
e s ~ e n t i ~ l  consu iw  needs by he r  export  earnings,  while the 
natio:lel k ~ d g e t  r e t a i n s  a t  i t s  disposal  a surplus t o  f i m n c e  a 
1 ~ x g o  p a r t  of t h e  ten-year economic development plan. This plan 
a i m  a t  a 638 increase  of GlOP during t h e  decade 1961/70; this 
tawget i e  t o  be reachad i n t 9 r  a l ia  by a d i v e r s i f i c a t i o n  of farm 
prnCluction. Aid has already been pledged by the IBRD, thd United 
KiA%d3rn, tho Unibed States,  the  Federal Republic of Germany, tho 
USSd, Yugoslavia, the United Nation8 agenciea and, r e c e n t l y ,  Kuwait. 
Prcgress  on tke nost  important p ro j ec t  under the  devolop~cnt  plan, 
fhe  Roseires dam, continued e a t i s f a c t o r i l y .  This projec t  i s  t o  cos t  
over $90 mi l l i on  and, when completed, w i l l  allow the i r r i g a t i o n  d 
an a d d ~ t i o n a l  1 mil l ion  acree before 1970. Benefit ing from her 
p o l i t i c a l  s t a b i l i t y ,  Sudnn i s  probably one of the AfricLq c o ~ ~ ~ ~ ~ ~ ~  
with tho beet  prospects of developnent, 

Comunist  econonic a c t i v i t i e s  _ . , _ - L - _ _ - - - - - -  - - - - - -  -- 
(a) Rec~pitul . . iy& t o t a l s  

Economic a i d  195!r/6$ : ---- - - (mi l l ion  US $1 -- 
. 

23.0 2.9 20.1 
--_,,,* --4 ----a 
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Technical  a s s i s t a n c e  a s  of 3 1 s t  December, 1963:  3 ---- 
hl 
V 

3 Communist c i v i l i a n  t echn ic ians  i n  t h e  country: 90 

5 of  which: USSR 80 
European e a t e l l i t e a  10 

& 
Number of n a t i o n a l s  t r a i n e d  i n  Comunis t  coun t r i e s :  435. 

(mi l l ion  U S  $) 

(b) Recent &y&oumenta 

118. Engineering 8nd f e a s i b i l i t y  s t u d i e s  under t h e  1961 Soviot  
Aid A g r e x x n t  continued throughout 1962. Contracts  so far signod 
cnl l  f o r  the  cons t ruc t ion  of two g r a i n  s i l o a ,  two f r u i t  and vegetable 
0arining f a c t o r i e s ,  a n  onion-dehydrating f a c t o r y ,  n nilk-pro?estdng 
f a c t o r y ,  a n  a g r i c u l t u r a l  l a b o r a t o r y  and an experlroentnl cotto:! 
e t o t i o n .  Although d e t a i l s  a r e  lacking ,  work on t h e w  p r o j t l c t u  
apparen t ly  s t a r t e d  dur ing  the  f i r s t  half of  1967 with nhout 50 
S o v i e t  t echn ic ians  working on them. These p r o j e c t s  do riot cxhoust 
the 5622 m i l l i o n  a v a i l a b l e  under t h e  1961 agrooment, and up t o  
mid-1963 no a d d i t i o n a l  c o n t r a c t s  hed been signed. The Sudm y tc r t ed  
a new ten-year economic development p lan  during the  tieconll h d f  of 
1962, and i f  aes ia tnnce  irr not  forthcoming fron t he  Wb:st, the  
Sudanese might seek i t  from t h e  Comunis t  coun t r i e s .  

119. Aprroxinately  435 Sudanese were studying i n  nczdonic 
i i i s t i t u t i o n s  i n  the  Sino-Soviet coun t r i e s ,  of which 190 i n  t h o  USSR, 
240 i n  E m t e r n  European c o a n t r i e s  and 4 i n  C o m u n i s t  Chinu. 

120. Sudan r a t i f i e d  h e r  f i r s t  t r a d e  ~greac len t  w i t h  L o m ~ i n i ~ l t  
C h i m  i n  August 1962 and h e r  f i rs t  t r a d t  agreement m t h  idba t t in  
toward8 the  end of the  ycar .  I n  February 1963, Sudan ent<.rc.d into 
a t r a d c  agreement wi th  Poland, and i n  May 1 9 6 3  wlth Hungary. h r  
t r a d e  a&rcene:lt ~ t h  the  USSR has  been renewed. A c i v i l  n v l t ~ t L u l l  
agreement with Czechoslovakia was i n i t i a l l e d ,  b u t  had nut beer1 
r a t i f i e d  by mid-1963. The agreenent  provides r i g h t s  b c t w u u n  
Prngue and Khartw, but the Sudanese hnd indicnted t h r ~ t  110 ol~'u:rrd 
r i g h t s  were t o  be granted.  
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121. In 1962, the USSR was Sudan's main Comnuniat t m d i ~ q ,  
partner, X o l l o ~ d .  by China. Cotton was the m i n  export t o  the 
bloc, while inports consisted mainly of cement, agricultural 
machinery and wheat. Sudan's trade With the Cowmnist countrios 
during 1962 expanded nore rapidly than with tho runt of tho world, 
aspacir-;ll;r during the second half of the year. 



(Popula t ion  : 4.4 o i l l i o r - )  

Eccnomic s i t u a t i o r .  .----- 
1 2 2 .  During 1963, t h e  Tunisisn ec?nomy contin1:cd t o  exnind 

sl cwly but e t m d 4 l y .  About two-fif tl:- of the  rxitimal ir.c,~.,c 
i s  de r ived  f r o u  a g r i c u l t u r e ,  and u ~ l c e i t a i n t y  of mi~ . fa l l  C L L : ~ C L  
c rop  y i e l d s  t o  vary from yoa r  t o  year; f o r  i n 3 t m c c ,  t k c  bc-cc..ljc!r 
ra ins  hnve cons idcrnyly  b r i ch tened  t h e  a g r i c u l t u r a l  ou t look  f o ~  
1St4. 

123. A new enphnsis  i n  the  econonic d e v e l o p c n t  p l m  wno 
anr,o;ll;cd du r ing  t:le yen-, f a v c u r i =  d l r . ? c t  ~ r ~ C s c . t i ~ a  ir.:.cstn~:r.t~ d v  
whlic! y r c ~ i o u s l y  cr^fcrts had beer. concei l t ra ted  G i i  sccir.1 in;-CJ-;:wn-ts. 
Tho unenyloynont situation r emi ins  a s e r i o u s  probleci. 

C c . ~ m n i n t  econonic a c t i v i t i e s  

Economic a i d  ~95!~/63: 
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Tcchni.al assis tsr lce as of 31et December, 1963: ---- 
Com,ulist c i v i l i a n  technicians i n  the country: 235 
Nwber of na t iona l s  t r a ined  i n  Comuniat countr ies:  55. 

(b) Recent dovelcpmente 

126. Under the Po l i sh  l i n e  of c r e d i t  of November 1960, a 
harrtware f a c t o r y  and t e x t i l e  mi l l  were completed during the 
second ha l f  of 1963, and Poland agreed t o  undertoke the study and 
f i n a n c i . ~  of a "co-cperlti-re house" in Tunis under the  1960 credi t .  
Tho pro jec t  v . 0 ~ 1 8  provide f a c i l i t i e s  f o r  a na t iona l  co-operative 
school an4 headquarters f o r  the  nat ional  co-operative federat ions,  
t o  be s e t  up under tho three-year economic development plan. I n  
Febzu~ry  1963, a pro%ooal was i n i t i a l l e d  f o r  the  study and construc- 
t i u n  by Gulgaria of a spor ts  c i t y  near Tunis, Bulgaria oxtendlng a 
c r e d i t  of $1.5 mi l l ion ,  repayable over f i v e  years  a t  3$ i n t e r c e t ,  
and  represen t i% 25% o f tho t o t a l  construct ion cos ts .  Reptlymcnt 
w i l l  be i n  Tunisian g o ~ l s  wi th in  the  framework of tho 1551 tmdo  
agreeinorit, which was renewed f o r  1963. 

127. A t  t he  end of 1963, 235 Soviet  c i v i l i a n  technicians,  
including about 100 metical personnel, were cur ren t ly  working i n  
Tunisia. Only cbnut 55 ,3tudents and t ra inee8 nure i n  the ' l ov ic t  
co*Jntrics during the  f i r s t  ha l f  of 1963, half of this t o t r l  i ~ z  the  
USSR and the  o ther  ha l l  i n  European s a t e l l i t e  countr ies .  

Tra*: - 
(mi l l ion  US $) 

128. An a i r  apeenan t  waa aigned with Czechoslovakia on 
1st February, 1967, roc an a i r  service  Moscow-LV'lnrsaw-Frcg~~c-Tunis 
by the Czech a i r l i n e ,  i n  r e t u r n  f o r  a Tunisian a i r  s e r \ i ce  co 
Prague. Ncgotiatiofij with Eulgaria  and the USSR over a i r  r i g h t s  
had been conducted, 2ut no agreement had beon reached by n id - lW3.  

129. Tunisian trade with the Communist countr ies  d 1 t r i . r ~  1952 
declined both On t ' ~  l a p o r t  and on the export s ide .  The ::!.?rc c f  
t hc  t rade  with Cornmist countr ies  i n  t o t a l  Tunisian tradt? turnover, 
mounting t o  6% i" ly61, declined t o  about 4% I n  1962. 

USSR 
Europoan s a t c l l i t ~ s  
Cumunist China . 
TOTAL - - - ,  

as % of to t -1  t rade  
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3.0 3.9 
0.9 0-6 

Exports 
1.960 

1.6 
2 . 3  - 
3 . 9  

1961 

2.5 
4.7 
0 . 5  

I 

3 1  7 

1962 

2.3 
3.7 
0.2 

7.7 6.2 6.7 



130. I n s t a b i l i t y  may ~311 be increasing i n  -'Zrica in  gmera l ,  
reeul t ing f r ~ m  growing tensions i n  colonial  areas,  ditiillusion 
ar~d ~! .e i rg  ogpo 31 t ion t o  Oovemunents In recently independent 
natisna, Intcmml secur i ty  poblome and intermational di t~putes,  
a8 arooe betw-il A l g ~ r i a  and MorocaO, Sama l l ,  S t ? iog la  and Kenya, 
m y  provide oganinqs f,yr Soviet mi l i tary  a i d  oi fers .  
Di6eurtisfac+.lon with th.\ rate of scanomic ad soc ia l  progress 
reach08 by pro-:ilce:ern rCgimes i n  the  f ace  or  ovcr-optlaistic 
hopes and over-@mbitloue plant3 my i n  varying degrees undermine 
the pooltion of theae rdglmee and offer opportunities fo r  h r t h e r  
 omm mu nit st eaonosic nld and t rade penetration. 

131. :Iaving h d  r e l a t ive ly  l i t t le  succose In 7 e s t  Africa, 
Oonmuniet C h h +  has begun t o  concontrato on the mst coast. wherc 
Chinase ~osiUt=r.ts are mare numerow and t r ad i t i ona l  .;rode links 
h o t t e r  of3t~Slf3ncd, v,-hilo tlu: Soviot prosoplco is only s ta r t ing  t o  

ii&!!a& 
( P a p l a t i a n  3.3 mil l ion) 

. The country is l a rge lp  dependent on i ts  fcrcign trade,  
In rrhlnh pernuts conet i tu te  tho main export comnodlty. The 
long- Lc .m autlook f o r  peanut cxport p r ices  scena, howcvor, ra thcr  
~ a v o u r a l l c ,  and e ivcrs i f tcn t lon  of oxports m y  be rcquircfi. 
A four-year econonic dcvalopmcnt glan is undcm7ny. ~ r o v i d l n g  f o r  
en & munl incrcw.so of [ITTP. m c c  18 p o v i d l n ;  tilc bulk of 
the aenistctaco ncodcd t o  rcach W e  goal. 

133. G'.TT, i n  a rcccnt atudy on tragc i n  p o p l c a l  products, 
oonolr~ilcd tha t  f o r  Scncgal any incrcesc i n  indutitrlnl production 
clapontic& on the  poss ib i l i t y  o i  finding out la t s  f*~r  such products, 
m a l i ~ l a  i n  thc  nci+?hbouring countries,  and on the  fur ther  
oduoutlon and inareaec i n  the numbor of Scnogalcse technicians. 

2 
0 

U4. No oc~nomic dcvclogmeat a i d  has so far bccn extended by 
tho Comuniat countrioe t o  %magal, although 6hc appnrcntly nndc 
appoachoe in  1962 virtually inviting a i d  offcra. No tcchRicinn8 n 



*om Communiet c m t r i o e  wero reportad i n  Sonegal during 1963, 
but about t h i r t y  Scncgnlcse students  rrorc undcr oing training in 
tlm USSR and tun i n  Czechoslovakis. During 19 g 2, Scncgsl 
im. ortcd a t o t a l  valuc of g5.3 mill ion m i n l y  from Cornmist China (d.2 million) and tllc rcat from hlrop- aatcllltc countrlca. 
Sonogalaact export8 t o  Couuuunlat ~oWtric8 wcro negligible. 

(b) peccnt d~v-~onte 

135. In  Juw 1962 Sonogal conaludad a gcnornl ccanomic and 
tcchnical assistance avooncnt vdth the USSR, nnd a year l a t e r ,  
a t  thc Inv i ta t ion  of t2.s Soviet Union, a Scnegelcse Delegotion 
signcd i n  Noscot! an agrwmont fop Soviet par t ic ipat ion i n  en 
abr i cu l tu ra l  development project  Lbe t o t a l  cost  of which has bcen 
estimated a t  about $16 million. Whether t h e  Soviet par t ic ipat ion 
i n  this project  will be l i m i t e d  to technical assistance or involve 
fitvlncinl aid is 60 far no t  clear .  This w i l l  be the  first 
Soviot-aids projuct  i n  the countq .  

136. The t rade  agreement concluded in 1962 mentions 
d e l l v e ~ i e s  o f  industrial i n s t a l l a t i  on8 in vague terms, and cred i t s  
nright poseibly bc forthcoming. 1. Soviet technical micsion s p m t  
three months durlng tho flrt3t half of 1963 rcportcdly t o  become 
acquainted with Scncgal ' 8 need8 i n  roade, telcconmunications and 
agricul tura.  

E;hFPa 
(Pogula ti (n: 4.6 million) 

137. Livestock brooding proridoe somo 894 of the t o t a l  

9 reduction of Camamon. The mein "i o r t  cornmoditiea a r e  cacao 
about 265 of t o t a l  c x g o ~ t a ) ,  coirco 215) and aluminium (2%;). 

produced by the nLuminium smelter a t  Edea. Piwber and bananas 
are of minor importmco. In 1963, about 83:; of exports went 
t o  the countr ies  at' the European Eoonomic Coimmity, mainly 
France, who a e s i s t e  the economic dovelop~ent  e f for t0  o? Cwcroon 

(a )  Rocapltulntive 

138. No economic a i d  had been extanded by tile Sino-Soviet 
countr ies  by tho end of 1963, althaugh by and-1963 some 330 
Gamer oon students  had a c o c p t d  and were f o?.lowi t ra in ing courses, 
J41ixd.y i n  the USSR (250) and Comsunist China (50 4 , though also 
i n  some Euro ean e a t c l l i t e  countries,  1.e. Cast Germany (15). 
Bulgaria (10 7 an& Roumanla (5). Trade wlth tho Eumpean 
S a t e l l i t e 6  incroaeed during 1962, although it represented only a 
negligible f rac t ion  of t o t a l  trade. Csmcroan imported the 



equivalent of a . 3  mil l ion *om, and exportmi $0.7 million to  
C o m i s t  countrieB, of which tmae with the Soviet Union nr.d 
Communist China accounted only f o r  a vary ana l l  f w c t l o n .  

(b mgx0S-w 
139. Crvnoroun signed a connnorcial agroc,.. ~t with R o w l a  

during the  aocond half of 1962, end i n  March arld Apri l  1963 
signed a s o r i c s  of agreemanta with .the USST,, Ihlgaria and poland. 
Tho U88n 8ubsoqwmtl.y Ctnno~ced that aho hnd ngroed t o  aee i s t  
Camaroon i n  &cfiifp &:d aurvcrJr n c t i v i t l c s ,  ax! t o  oup-ly equipment 
and m t c r i a l s  f o r  & o r  oconomic dcvclopmant. i!k Bulgarien 
Doyuty bllnietor of r o r c i m  .P#aira armouncccl du r in~ j  tho first 
hnlf of 1963 that tilo Cmoroon ltovcrnmant iux? rorucstod the 
i n s t a l l a t i o n  of an agricultural t-raining c m t r o ,  and t ha t  
Bulgaria m e  roody to send tho epocia l ia te  rcqpircd. In 
&pi1 1963, tho Camr;r~on Govo-~nt 8ubi.dtt& t o  tile USSR a list 
of p ro joc t s  which she wishad t o  undcrtako, but no Booision hR8 
so Par boon takon. The trade agreement ooncludcd with tho USSR, 
althmgh not  mantioning tho extension of orcdi ie. providos in  
rathor vagua t o m  f o r  wm lnduetrial ins t j l ln t ions .  

l&w.ax 
(~opuls t ion:  2.3 million) 

& N I P A ~ ~ % & ~ &  . 
U+O. X?ahoney i a  ono of the ~nallctst -3'ric.m stntoe, rr?d t :u: 

amelhcse of i t 6  in t c rna l  ricrlrlrct ms%ce i t e  inacs.:rinl dovclopncnt 
dopcndunt on the poss lb- l i ty  of  cxprGing i t a  prodccts to its 
i~au.~aiiato naighbours (Togo, Upper Volta end Niger). A four-year 
8conomic development plan m a  started in 1962, aiming nt  
improving agr iau l tu ra l  grocluction, which i a  thc  mainstay of tho 
cconowy, oetabllshing nar lndustr ioa basad on l oca l  raw umtcrials 
and the balancin@ of the etate b a e t .  Spoainl cf for ta  a r c  t o  
be mede to improve transport and crnnnumlcations, which a r e  s t i l l  
hsmpor1n.g davolopmont . 

U1. -rig the first three-qugrterd ot 1963, t b  b l e n a e  
or t m d o  QeteiriomtBd further, w i t h  importe increasing by more 
than 30$ whilo cx;gorts, ha l f  of rhlch c a s i s t  of p a l m  kcrncla and 
palm o i l ,  rose  by only 85 over tho saaa pcriotl or" 1962. 

n2. Budget aeslatanoc hat3 boon providc3 by i7~*mco, anounting 
t o  n m r l y  2C$ of inlcmnal roumw, on tho canditlon t A a t  the 
oovcrnmant takcs tho nooaesapy stape t o  romcdy t!w situaticn. 

~~&,t&c@~1&&,qPtJy&$.i~& 

(a) ~ a ~ i . a f ~ p , f & n a  ti 04 

143. Ui) t o  tho announcement of the a r r i v a l  o f  a fm Bulmrian 



ozl~cr to ,  no cconomic or tcnhnlcal asnlstnncc had bccn p o v i d o d  by 
thc  So-.4ct countries. Dahcrcy  had no Grade rs lnt ims with the 
Sino-Sovict countrioa up t o  1963. 

l&4. Dnhonoy eignad various economic, technicel aseie tanc c 
and cu l tu ra l  agrccm.nts w i t h  the USSR, Bulgaria and Czechoslovakia 
during tho first helf of  1963. The first i n d i c ~ t i o n  that  
technicians from Communist c o ~ n t ~ i e s  m y  bo working i n  Dahomcy 
m a  announced by Bupar ia ,  although 80 far no spcc i f ic  projccts  
hnvo bcon agrcod upon. A t  thr: end of 1963, 25 ocadmic students 
from Iahomey wore rcportcdly studying i n  tho  Soviot Union. 

E&E& 
(PopuXatian: 3.0 million) 

3.b . f g a r t  from foods tuf t s  fo r  horn consumption (mil let  and 
sorghum 5 thd main agricultw?al resource o f  E?igor i s  groundnuts, 
which eccounted f o r  more than half its t o t a l  oxports i n  1962. 
The aharc of t h i s  aommodity i n  Migor'a %reign t rade  has bccn 
dealining i n  roccnt years, a e  the Oovermmcnt a t to~rpted t o  diversify 
ag r i cu l tu ra l  production and encourage cotton and tobacco 
plantat ions.  Exports of llveatoek, hidos and skins have also  
born stepped up. Industry is a t i l l  alm~st non-cxlstcnt. 

w. i?igoP :me barn receiving foreign assistance from France 
(about Gq;), tho  ;SC (30,+) a d  the &itad Sta tes  (1%;). During 
tho rirst h a l f  of 1963, t o t a l  czgorts rocovorcd a r t o r  the 1952 
doalino, while thc v o l ~ c  of imports ims iwduccd a s  compared t o  
thc  s e a  pcriod of 1962, but  tilo trade balance s t i l l  showcd n 
small d e f i c i t  following the  scrlous gap bctlrccn exports and importe 
i n  1962. 

3&7. N & e r  hasheon mpafod4. agpraachd. by t h m  Communiet 
wun.triosr since the mlddlo of 1962, and a numbcr or" agneccents 
W o l W  ooneludod-of a aomc~cial, tochnioal a d  cu l tu ra l  nature 
V t l t h :  Polnnd, Ctmzhaslovakia an& tho USSR, but the  President of 
NiEcW- roml nod euspiciou8 of' Conmcmi st intcilt ions. There b s  
bean sane roaietanco by ofYicials an6 studmi;; t o  thc accoptrncc 
of Sovlct. scholarshipa, dt5Daugh by eM-19L3 about 70 acnclcr.lic 
atudcnts had s t a r t e d  t o  follow t ra in ing  progrnnmcs i n  thc LSSR (501, 

ih Poleu113 (10) and in the Soviet Zone of Gcmany (10). It 
been rcporAob that sono students are accking thclr transfor 

t o  Wastnrn univerai  see, 



(Pa~*tion: 37.2 million) 

148. W i n g  1963, Nigeria, rho has the largest population 
of all AfPioan C O U ~ ~ P ~ O B ,  an& uho enjoyed re la t ive  gol i t icnl  
s t ab i l i t y  In tha middlo of an area of coneidorablo twmoil ,  made 
eatisf'actory prograss i n  tho inplemantation of her 1962/68 
&evelopcisat plan. 13.ta ~ l a n  calls for lnvastmenttl t o t a l l i w  
$3.3 bi l l ion  over 6OVan peers, and anticipotoe an inflow o f  
foreign capi ta l  mounting to  16915 million frnn of'ficial, and 
@30 million *om private sourcos. So far, forcign capltal  
ontared liigcrb a t  tho r a t e  expected by thc g h .  

lh9. Rigcria. has alrcaW roached a s t a ~ o  of  dcvclogmcnt 
whiah ~ 1 1 0 ~ s  f o r  EI furthor divcreif icat i  on of' ~i ,r ict l i tural  
proauction, and whcrc tbc grounBaork i O r  t h c  dcvclopnent of 
industries ueiilg local ~ g r i c n l t u l a l  and othcr natural r a w  
materials hsls bow Laid. During 1963, thc main ~ c c t o r s  where 
growl;h was most significant woro: textiles, o i l ,  ccncnt, 
aluminium and rubber products. It i~ cxgcctcd W a t  the country's 
necde f o r  t w t i l c e  w i l l  be covered by her own industry within 
f i v a  yoaFa. 

190. Discoverioe of o i l  deposits GM tho Ntgcr Dclta and 
thc conplctic,n by the und of 1954 of a rofinory jointly owned 
by tho Qovomment Rnd sho l l  and EP w i l l  malre Nlgoria 
self-mupporting In petroleum producta by that time, Tho plan 
onvisages that by 1968 petroleum w i l l  b v o  r q h c e d  cocoa a s  the 
m i n  ~ o u r c o  of forcign currency. Tho conetmction of tlic r i r o t  
aluminium rol l ing  m i l l  s tc r tad  In August and tm mnca t y r e  
XBcrtories using local ~ i b b c r  entered into production. 

351. Divorslfication of agricultural  prodlrction mdc further 
promesa i n  1963, 1 sugar ame p l a n t a t l a  and rcf ihcry t o  supply 
eventually over one-third of  Nigeria's sugar roquiremente i e  
belng developed. QmunUnute and o i l ,  cocoa and palm nut8 and o i l  
romaind the -in T or t  commoditiee during the first half of 
1963, amounting t o  $ of t o t a l  w o r t s ,  follow& by crude 
patrolcum, rubbor anl cotton, accounting Par anothcr 21% The 
main eutphasf- of the plnn is on the Purtner axganaiun of oocoa 
exgorta. : )lm nuts and grour.drmts a r e  receiving much lower 
pr ior i ty ,  . i ~provcncnt In o i l  extractian mcthcds aro cxpo=te9 
t o  increab, ~ ~ n s i d e l ' b l y  papalm nut alrl groundnut o i l  oxports. 
Cotton dl1 also bo davel,opd as a foreign cum'ancy earner. 

i;: 152. As a mombcr of thc Clommomaalth, Nigorin banofits from 
4 prcforontial troatracnt by tho l ~ l i t c d  Kingdom, nho providcs tho 

main outlot f o r  Kigcrian palm oi l ,  groundnut o i l  and palm nuts. U The United Kingdom also inports 25% of Nigcrian cocoa and ground- 
fi nuts, with tho Connon Harkat taking half ~igcrio 's  groundnut 

oxport8 and over ono-third of cocoa a3d paZn nut w o r t s .  
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1 cr)m7mi9t ccononic a c t i v i t i o e  i n  t h i s  region increnscd 
ne the met ,',frfcan countr ies  bccame indcpcndcnt, but by the cnd 
of 1963 no a j B  progmmc had been set irp by tho Sovict cou~t;.ieti. 
\;I th in  the narr3wer l i m i t 8  of her  economic c a a b l l i  ti oe, 
Connunist China m y  bo expected to continue to concentrate her 
aid and t rade  eiForte i n  this oroa. me Zonzlbar oplaoda dt:ring 
tho early months of 1964 dFuw the a t t en t ion  of Cle fie0 world t o  
tho po ten t i a l  dangora of C o d a t  penetration i n  this region. 

157. Li'angmyika providcs about 405; of thc world prrrduction 
o r  s l e a l  amla160 CX.XOrtt3 cotton, coMco, tcrr and cocoa. The 
roet of her atp.icultura1 procluction, hanpcrcd by lack of vmter 
in  the lorgoet pert of tile country, is ueed f o r  in tcrnar  
oonsuaption. !h.ngmyilsa I s  orell crdowca trith n inera l  rcsourccs, 
an& the nlning industry, which h48 been stcac?ily growing in  
iujjor'tanco, prcducos iminly diamonds, gpld and load. Rich 
iron-ore deposi ts  i n  proximity t o  coal  yrovldc further 
p o s s i b i l l t i a s  of wcyloitatiorn ig tho transport p r o b l e ~ s  ctm be 
solved. Poroign t rade  has so f ~ r  been almost cn t i r c ly  dircctcd 
toward8 \icetorn Europe. 

@jpg$g, p-i,ccact_i_v,i,tLep 

158. In Octobor 1962, Tmgtmyilca nnnounccc? thr t shc r3s 
roam i n  principle t o  sign a tmdo cgrecncrA wi th  !:ungnry, nnd in 
Doaonber 1962 couclu&xl n cul tu ra l  agrcocr.mt ~11th  Comuni st Chino. 
Trade agreement8 were a l so  signed shor t ly  thcrcef tcr  w i t h  Polnnd 
and CzechoslovPlkia. Coumu~ist China purchsiscd nn lncrecsing 
share of Tanganyilcs'e cot toa  crop during the first l m l l  of 1963. 
By March 1963, it wae rcgorted that Poland had agrecd t o  provldo 
technicians f c r  a sugar j?roduction survey. .'&t the ena of the 
year, 233 Tangan~rikan s tu ient8  were following acadenic COW8e8 i n  
Communist countries,  of which there  were 185 i n  the USSR, nnd the 
rcst m i n l y  In the Soviet Zone of Ocrmnny and Czechoslovakia. 

159. Uganda iwd a bunpcr crop of coffcc b. 1963 (160,noo tcns) 
f o r  tllc second ycar i n  eucccssion, cxcccciin~ by sone 50,000 tx .3  
tho e q o r t a b l c  quotc nllocntcd by tile In t c rmt iona l  Coffee 
hgrccmcnt , rcsult ixg i n  a drop In g r i ccs  paid t o  producers and 
e t rcsc i~r& the  urgmcy of eom roor&an lzn t i~n  of tAc agr icul ture1 
sector.  Cotton >reduction wa8 nore e n t l s f a c t ~ r y  and the 



lyGj/& crop is cxl..ectcd t o  bc well above thc 1961/€2 Ngwc, 
when cxccm r a i n  causcd a scrious setback In  cottun O U ~ ~ I L ,  
without r~mchlng thc  1962/63 l evc l ,  nhcn tllc crop twice as 
la:-gc as the prcvious o x .  

(a) Q c ~ u l ~ t i v c  Infnrmatt~or 
In  1960 ancl 1961, Comr;;u21iat China has berm b-~yinp; a 

r o l a t i v u ~ v  llargo proportion of Uganda's cottoil c:*op. Stc;i 
punclvlecs wcro, howevcr, in tc rmpted  d w i n g  1962. Ugandan exports 
to thc  Sirlo-Soviet countries f luctuated as follows: 

TJTAL - -  - --- 
As $ of t o t a l  t r ade  

(a) Leos than $50,000 

360. In  w 1963, ~ o n n u n i s t  China rcportcdly purchneed 
one-ninth of U;landnls cotton glroduction Tor tho ncason. C E ~ ~ A ? L :  
internal priccn t o  rise. Bloc prospocte fo r  tilc cxtcnsiull of' 
t rndo aDpoer Pavourable as far as thoy conocrn tac pvrchasc of 
a.griculturo1 products, upon which -&st ,*fiican countrlcs dcpend for 
export earnings, and for which t h w c  is rc l a t ivc ly  lnzs  C C ~ T C '  i n  
the f r c c  vmrld. Uganda rccoivcd a B u l g a r i a n  trede mir;sion, but 
no nprcencnt was signcd. A t  %he end of  1963, 110 studr?r?ts *on 
thJ e country wore rcportcdly following acndunic collrcas in  
C c x m n h ' ,  countr lcs ,  45 of than .in t h o  S ~ v i c t  Uulon, 140 i n  thc 
Sovist Zone of Qemnany and 25 i n  Czcchoslovd~ ;a. 



satolllte comtrles  have born reported. Before thc end of 1962, 
the Sot-1zt  bloc !ud etxtabliahd some stnncling in Kcnyo by 
cxtrtnCiilg 5 : m c i n l  aid to an influentin1 ~"mction of Cic Kcnyn 
&?rlcai~ Jatioml b i o n ,  ~ ~ l c h  participatcc? In tllc Kcnyattn 
C~vernmcnt nf'tr,r inclc~~cndcnc c. Of nkout 1,350 %st Zfricm 
etwlants cwbrrntly atuclylng In Cunnunlst countrice, Kcnyn 
provl8d the kr,c8t grou~., 445, of' which 135 ncrc etudylng in 
tho USS;l, soac 3C0 in various Curopan satellite countrics 
(~zschoslovakin, BulgarZa, &st Qerm;my, Hungary, Poland md 
R ~ u m a n i a ) .  l&out a dosen K ~ n y a n e  are etudylng in Communiet 
Chrna. 



:;FQZJIm 

( m p u b t i m :  15 million) 

162, The closure of the PRkistani border since 1961 hRd 
g rac t i co l ly  cu t  the count- off from hcr econonic r e l a t i  Ins with 
thr i  froc world, as the USSR had become the  mnin l i n k  t h r o u a  
which foreign goods sould reach t h i s  Land-locked country. Tr~dc 
with the free world during 1962 rras therefore severely hnnpcrcd 
as transport through North-Ihstcrm Irnn grcsent a consic~cmblc 
d i f f i c u l t i e s .  mc i m c d i a t a  roau l t  o f  tha tonlcr closure h d  
b p a ~  thc loss of a L a r G c  par t  of the (;ovemwcntle rcvcnucs, 
dependent f o r  eomc 5 ( r , ~  on custom dut ics .  lkis l o s s  icd t o  
bMgotary deficits and, bcfore t h o  end of 1962, thc I W  rcc~mondcd 
a l imi ta t ion  of Wvermnent borrowing and the ostnbliah?tcnt of a 
uni tary  cxch&uy r a t e  of tho r'9shani in an cffort t o  baLrnce both 
the Oovemmant 8 budgot nnd tho a m t r y ' s  w t c r n a l  accounts. 
~ o m e e t l c  s tocks of can- goode remainad, howover, i n  guod 
~ugply. 

163. In &rah 1963, a new OovemrmePlt took o f f i ce  undcr the 
leadership 01 the formor Minister f o r  tiinee and IndusLry, 
Nr. Yilssuf, i n  Yay diplometicr re la t ions  with h k i s t a n  were 
re8toced. Negotiations w l t h  Coabnvllst China wcre i n i t i a t ed  t o  
delineate the mmow s t r e t a h  of bordcr ncpamtini: tlw iforth-matm 
part of Lt'gl-ranletan From Commuaist China. The roopuning of the  
.'.i'&tm-?aklatani border, which nocompanica tho s c s u p t i m  of 
aiplomatic rolntims, dl& holp t o  strengthen - rghnnistnn' 8 
f a l t c r l n g  economy and allow the ~ ~ u ~ l ~ t i ~ i l  of dcl ivcr lee  o r  frco 
norla  nit¶ goods that had b o a  piling up i n  lW.istan. The ncw 
Oovcmmanf, although aontinulng to nainteln aordiol r e l a t i m a  
w i t h  tho USSR. hns becn trying t o  imp~ovc its standing w i t h  the 
Yieet. 
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~(z.+o_n>~~~ii=t~.~ P S  OT 31st Decmbcr, 19G: 

Communist c i v i l i m  tcchnici,uls i n  thc  c m t r y :  1,915 

Numbor of mtionrils t w i n &  i n  Comnmist cnuntrics(1):  395 

( I )  Y i l i t ~ r y  tmlnees  excluded. 

lhsLI!&: (n i l l i on  US $) 
i 

Exports 
r 

U86n 
Europasln aatcllites 
ComrmUcLst China 
------.I- rr-r-*- 

T0!LfJ1 
-13---.- . - - - e m - - -  - 
J.8 7; of t o t a l  trodo ! 33 37 36 38 40 

' S - c i ; J : ~ = . s ~ ~  US- --PI-- - - .A 
39 8 

. (a) Data f a r  1962 arc cstlmtes. 

164. while no change in the Soviet n i l i t a r y  programme was 
obscrvabla dur- the first half of 1963, the new Oovcrnment h s  
reportedly been cansidering plans f o r  lessening i ts dependence on 
the USSR f o r  now i tons o f  mil it^ equipment and f o r  t ra in ing and 
advisory nssietxmco. !Phe Oovoment hns cxpsascd i t s  i n t c x s t  i n  
obtaining 3wcdish arms and indlcatcd t h a t  it woulfl like t o  rcncw 
its Turkish t m i n i n g  grogrmme f o r  m i l i t n q  advlscrs, n s  t m l l  a s  
t o  expand its nruy t m i n i n g  p o p m ~ n c  trlth tho United Stntcs. 
Varilma proposals f o r  reduction or  Bofcnco oxpcnttiturcs ncrc 
a160 Wer c u n s l d o r a t i ~ n  during tho f l r s t  half' of 1963. 

165. Some ncw progoct contmcte  were slgncd with the USSR, 
plane f o r  ogre& gmjccts u n d e ~  thc M'ghan second five-ycar plan 
wcre cornplotad and work on major Copmunist-aiaod pzrojects under the  
fir& plan continued. Soviet ofYicials  had comzentcd on the 
dl fPlcul ty  of obtaining l o c a l  currency From the ,'f&han Govcrnment 
t o  oover the l oca l  cos t s  of sone of t h r i r  projects  and on the 
9th ttarch, 1963 the USSX extended $5.5 million t o  generate local  
ourrency f o r  such a id  projects .  It is not qui te  c lear  if this 
a i d  was extended i n  the form of a grant or n c red i t .  A t  the end 
of 1962 it hnd boen rqorted t ha t  the Co~.munist ca ln t r i e s  had 
f'umlahed about a6 million worth of c r ed i t s  fo r  cuncl)r.:er goods f o r  
the cam purpose. Sevcml iit'ghan/soviet a id  ~grcerncnts were signcd 
during thc first half of 2963, most of tiler: balri& rc le tcd to 
purclnsscs undcr the sesond five-year plan, which s ta r ted  in 
Ynrcll 1962, anfl t o  wh:ch the L'SSR h&t p ~ v i  ~ ~ s 1 . y  cunni tt c.1 herself . 



166. Thcso contrncts inclllde the a ~ p h a l t i n g  of the mad 
bctwcon Dnshi and 3herkhan (lo~niw'ly ~ i z i l q a l i r ) ,  cxpan~ion of waxrk 
on tkc G ~ p a r n  n i l i t a r y  a i i ~ u ~ t  and the ostnblishmcnt of four 
mchrmiscd fnrns.  \lorK on the major cxiat ing projects  proceeded 
rapid1.y. Tho L"3SR a s s i s t &  i n  tho devclopnent o f  Afghanistan's 
inportant cot ton crop by sending t rac tors ,  f c r t i l i s o r  and special  
wind-realstant cotton sccd, dcvolopcd i n  tho USS12. The Comnunist 
countries1 petroluum axyloretivn proerame in Ilorth Afghanistan 
ldl t o  tho dfecovery of an important n e w  gas f i e l d  and new 
potroleun wolle. 

167. During t h ~  v i e i t  of t he  Soviet President Brezhnev, 
(12th t o  17th Ockobcr, 1963). an agreement vrae slgned t o  exploit 
, ~ ~ @ m n i s t a n '  e ex tms ive  na tu ra l  &R8 resemos, discovered by the 
Soviets. Oas prodmtian is soheduled l o r  1966, 25% t o  be uti l isf :d 
dDmeatic~l3.y i n  a 24,000 irW power s t a t l c n  and a chcnical f c r t l l i s c r  
fhctory, an8 75% (1.5 b i l l i o n  cu.m.), equivalent c s  a source of 
energy t o  1.3 nillicln metric tons of patmlcun, t r  bc cxportcd t., 
t h o  UESR, tk.18 providing n subs tan t ia l  !fghm cxport a t  n t i nc  whcn 
debt rcpnyncn5s t o  thc USSR w i l l  become burdcnsonc. 

168. Tiie f c r t i l i s c r  factory ma the powor s t n t i ~ n  a r c  t,, bo 
fihnnsed undcr tho ojristing Soviet econonio nss i s tMce  prcgmnnc, 
while exports t o  'he USSTI may posaibly involve thc cons t ruc t i  w 
of a yipel i r~e .  It was also agreed t ha t  r o w  hydro-electric research 
s t a t i o n s  w i l l  be catabliahod along the Lb-e-PanJa Rivcr, which 
forms tho bordcr between the USSR and North-&st iXghania t~n,  t o  
8et r rnine  the hydro-clectria m d  l r r i e a t i u n  potent ia l  of this 
ragtan. Yh od&ition, an  agreement had been signed on 
5th Gqtanibar, 1963, $rovidIng COP Sovict co-opcratisn in  building 
an atomic rosearch reactor  i n  Af'gbnistan. Clovict syccia l is ts ,  
mol, uachincry and equipment rill bo provided, and hf-n experts 
w i l l  be tminod i n  2Jghmistan thmugh tho Intcrnntlonol Atonic 
Enorgy -'.gency, kdziclr w i l l  also arrange t o  send a mmbcr of  Afghan 
a tudent~l  t o  tho USSR l o r  training. It i e  not !mown whcthcr tho 
roactor  w i l l  ba financod through a grant o r  a c red i t .  

169. '1110 U998 is t o  cantlnuo exploration for coal,  irm orc, 
and beryl.  Tha crnaci ty  of the grain s i l o  0;  t hc  Soviet-built 

bnlscry a t  Kabul is t o  be exxandod f r o m  20 t o  50 t l ioumd tons, and 
a d d i t i o ~ l a l  fkctorice f a r  tho production of b i scu i t s  and mcnroci  
avo ylanncd. Iho factory t o  produco cons tmtc t i~n  materials w h h h  
t ics  i n  w i t h  the a c t i v i t y  of the  Soviet t a a m  drclwing up plans f o r  
tho rebuilding of tho c i t y  of Kabul Is being constructed, and 
hu'thcr progress ores repor td l  on the Salalng Pass tunnel, thc 
W m B a  md Nnghlu hydro-clactric p ro jcc t s  nlong thc  Kabul RiVcC* 
and tho Kus- t o  Knndahor highmy. The Sovict-built air terminal 
a t  h b u l  wns off i c i a l l y  oponcd in Yey 1963. The LESR has 
8uccooded i n  ~Bvancing tho da te  of opening of i t s  polytcchnfc 
institute l o r  1,000 stutaents i n  Knbul from 1967 t o  Ynrch 1965, b u t  
1Xghan o f f i c i a l s ,  ccnceFnod about Sovict p n o t m t i s n  i n  the f i e l d  0" 

education, llave slrcesad that they could providc nc i ther  thc l o c a l  
aurrcncy z o s t s  nor t??c 1,000 puallf icd students. So f a r ,  the 
Ninistcr  o f  Education h 3 ~  re jec t& the Sovict rcqccst t o  cstnblic.h 
f i v e  yrcpnrl tory nchcals. 



170. ;m n i r  acrvicc between Yra&ue and Kabul v i m  inaugurntcd 
on 20th Siurc, 1963 by Czech ni r l ine s .  ,'.bout 2,100 bloc 
technicians wcrc at vmrk in 'Zghnl8tan c?win~: the first h'ir o f  

g1963, of which morc t2nn 1,900 were cconomlc ndvlscrs and technical 
4 goraonnol, and about 200 mil i tary advisc?s. ,'.bout b3il ncacienic 
a students and sone 220 n l l i t a r y  personnel w r o  roociving training 

i n  tho Soviet bloc countries (mainly in the USSR, but n fou in 
Poland, Czechoslovakin and Cormnrniat China). W 

E! 171. The nost  importan& -ding %partner of ,'.fghanistan remains 
the OSSR, which absurbecl in 1962 over 3 5  of to ta l  Nghan foreign 

Utmde. I t  is still L o  early t o  evalunte the result8 of  the 
W reopening of the rakiatani border c m  ttrade with Western countries. 
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Em?& 
(Population: 23.7 n i l l i o n )  

~ a i c  s i t u a t a  

172. Duim tho first half o r  1963 tho Burnoso n i l i t a r y  
W v e r m n t  took n nwbtw of steps tovmrds a f l r n  control  of the 
economy; p r iva t e  banks vrerc nationallnod nnd neasuros were taken 
t o  place a l l  impor^ tra& under a state o rgan imt im.  Sini lar ly ,  
a l l  nojor w o r t  trzile will be co~laucttd by a s t a t e  munopoly. 
Rotail tmdo m e  a l s o  plnced wdar Oovcrnnoirt control.  

173. fn Oataber, the r evo lu t ionay  council produced a report 
en the cauntqy's ewmomic evolution in which it was claimed that 
ngr icul turdl  production during the y m r  Octubber 1962/Septcmber 1963 
llod lncronscd by 1375 over the p r e v i m s  year. In the mining 
industry some progress was rep )rt& i n  tho producti ln of land, zinc 
and copper, while tin product lw f e l l .  'Ilhc nanufacturing industries 
and handicraft  wcrc said to have incronscd the i r  production by 
neorly 6s. The foraign trade balance rms kept fav x t r n b l e  by R 
steady roduotlon leaving a c r e d i t  dvring the M r s t  
nine months of of about $31 miLlion ns conpired w i t h  a 
a r a d i t  of m i l l i m  during 196v62. 

174. Tho Last r i c e  crop comploted in tnr ly  19& hna bccn 
eatinrated a t  about 7.7 n l l l l o n  metric tcuur as against 8.2 milliun 
tons i n  ear ly  1963. The r d u c t i o n  m a  rt3portedly due t o  adverse 
weather condftlcns and noode. The snaller crop w i l l  not 
n e c a a s ~ r i l y  mean reduced export sarnings In view uf tho carry-over 
f'raua the previous 8r*lson and tho biapler w r k e t  prices. 

175. The 1963/64 programme foresoas a nain e f f o r t  in  
ag r i cu l tu ra l  production (mechanisati m, irrignticm, f e r t i l i s e r s ,  
axtmaion of cultivated areas) .  AgFicultuml product1.m is t o  
increme by 183 wcr 1962/69. Yarnafacturlng M u u t r i c ~  and 
handicrafts  are t o  increase by 46, meinly i n  the state sector. 
Poreilpl crodl ta  W i n g  1963/64 are -ctod to amount t o  sone 
-0 nil l ion.  

(million US $1 



T a c h n i c a , s s i s t a n c o  ---- ... -- . -- a s  of 3 l e t  December, 1963: 

Communist civi l icm technicians in  the cauntry: 90 
Nunber of mtl  m l S  trained i n  Comuniat countries: 55 

I b 

European satellites 
Conmundst China 

176. During 1963, Burma cmtinuod t o  fallow her policy of 
n m t m l i a n  ?rdl o f  good rclcttions w i t h  Commis t  China, a policy 
which vns not v i s i b l y  aMectecl by the Sina-Indian dispute i n  1962. 
Connuniat Cllilur ountinues t o  plmy a doninant r61e i n  bloc re la t ians  
w i t h  Burr;la. 

177. During the aced p a r t  at' ~ 6 2 ,  tho USSR extendcd a 
c r o d i t  of $3.8 million fo r  tho c o ~ t r u c t i  ~n ~f an i r r i g a t i  m darn, 
repayable t l ~ o u g h  de l ive r i e s  of' r i c e  over twelve years, a t  2.5% 
ln te roe t ,  ond Czechoslovakia p r o v i d d  a laan  of $2.2 m i l l i ~ n .  
repayable over twelve years  at  2.5;; interest for  the purchnse of 
1.000 farm t raotors ,  l o r r i e s ,  ploughs and a t m c t o r  ~ s s a c ~ b l y  
iho twy.  The Czech loan m a  su-pplarmntcd i n  Wrch 1963 with a 
V68R credit o f  $2.6 million for  ti= pwchosc of an addit ional  
1,000 Soviet two to r s .  The Soviet c r d l i t  includes spnro Parts, 
aoceseorios and o W r  nmicultul.rrl iglcnenta. It a L o  provides 
taohniaal  aoeistnncc i n  t m o t a r  assembly zaa maintcnnncc, and 
t m i n i n g  f r ~ r  Bumeeo technicians i n  the USSR. 



150,000 tyreB, two 8Ugar m i l l s ,  two plywood f ~ c t o r i e s  and the 
expansion of the s teel-rol l ing nills at m. L factory f u r  
the construction of d iese l  engines, a water-punp factory and a 
road project have been cancelled. 

179. The r i r e t  actual  dellverica of' r a t e r i a l s  under tho 
Chlneec loan ar r ivdl  i n  &ril 1963, v h c n  F. c ~nsignwnt of 3,500 
young mit trues  vms dolivcrod by air. Tf01.k on the Irr igation 
&m being b u i l t  dth soviet aesistancc, f o r  vrllich on agreement 
vms eignod a t  tin? end of AmgWt 2962, is procooding on schedule. 

180. About 40 Chineso t ochn i c i a~s  wcre currcntly a t  work 
&wing 1363, cansisting of m14ous tmns 02 cx-pcrte eurveyiw 
projccte uncler tho Chinese l ine  of crcdi t  nnd e grciup of sugnr 
expcrts. Tho USSR ncrintalnetl 45 civllim tcchniciana, goclogieta, 
planning experts an8 hydm-oloctric ollgincars i n  the country, 
and sovm Rouaanlrrn petroleum technicians werc also preaent in 
Burma du--ing 1963. Twenty Burnese tmc to r  technicians departed 
f o r  tho USSR In Jtme 1963 f o r  a thl.00-month tminlng  c-ursc in t he  
uee of Soviet t rac tors  and t h e  ogerntion of mechanistxi farms. 
Thcs were later j0ln@3 by mcthcr  &Wouv of about 25 students under 

181. m i n g  tho f i r a t  half  of  1963, thc distr ibution or  
Communil~t trado with Burma ahowcd et oonsidcmblo changa in 
rolat ion t o  gravloua yr#ars. The Communist cuuntrioa su plied 
about 1s of BWEU'S imports (as  campared t o  15$ i n  1962 7 Rnb 
purchased about %% of her cxgorta (11:; i n  1962). Thc USSR 
ovortook Conmuniat China ns the mln bloc purchsor  of Burmese 
goode (na in l .  r icc) .  while Coroamrnist Chinn ronalnal Burma '8  
largest  supyliar wlthin the bloc, Under thu bnrtur trade 
agrcenont with China, Bwm ha& accumulated nvlinly in  the years 
1958 t p  $960 considerable iqport gurpluacs. T h i s  inport surplue, 
which still amounted t o  a b o u t n 7  million in October 1962, had 
been wduced t o  D.5 milllun by the end of &=mall 1963. 



WW-& 
(Population: 5.8 n i l l i o n )  

cl a Eononic  situn,t&& 
5 
& 182, P o l i t i c a l  considemti  ne s t i l l  b r g c l y  ovcrahndowcd 
W the f inancial  and cconomic pmblema which tho country was facing. 
@ Relntionw with Thailand ~ ~ i ~ c Q  far f i Q n  &rtisfactory and 
@ notwlthstnnding the  ccmonic dllsadvantae;cs the Govcrnmcnt broke 

off rclntione, with t 9 D i m  Oovcmenf i n  South Victnnm. Cambodia 
ranounc& a l l  A c r i c a n  a i d  and recal lcd her Anbassodor from the 

c;l United Statce. 
z 
W 183. Canbodla's cconomy rem~linid in 1963 on tho whole 

haa l th ia r  than most of  her Immediate neighboure' economica; the 
high cos t  of thc inplcnentot im of tho development plan, the 
growing budget d e f i c i t s  and the lmrcaso  i n  the cost cf l iving 3 were, however, iMicn t ive  , a grow, ocononic tens im.  

' Prinae Sihnnouk hns repeatedly atreseeel thc ef for t  of industr ial-  a i ea t ion  unde r t aka  by h i s  country, w i t h  the -In emphasis on 
k irn~~ovmaont of transport and development of port  f a c i l i t i e s  ond 
5: hydro-electric energy. H i s  Oovcrnnont has also announced its 
c/r! in ten t ion  of lmtionalising t rade  and banking. 
+f 

Outstanding ' Extended 1 Dram on 1-64. , 
I I 
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fi Cont!tunist c i v i l i a n  tcchnlciane i n  thc country: 155 
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(million US $1 

(a) fnclwling lqpor ts  fiom PTorth Vie tnan :  1960: $0.6 n i l l i o n  
1961: $0.9 n i l l i o n  
1962: ph-9 million 

r--- 7- ~ x p o r  t s 1 Inports 1 
- -- 

exports from North V i e t n a ~ l t  1960: $0.3 n i l l i o n  
1961: a . 2  n i l l i on  
1962: 530.3 n i l l i o n  

(b) &06@t dcv+31o~m~&g 

184. Since mid-1962, Cocibodiq has diaplayod an increasingly 
benavolont aftittat30 towards t h e  Connunist countries. She had 
os t sb l i sha l  diy1or;ratIc re la t ion8  w i t h  a l l  the countries by 
January 1963 and econornic and mil i tmy  aid agreomcnts w i t h  the 
US= were conclu&ed i n  -2pril. Tho USSR extended a crcd i t  of 
a2.2 million t o  construct a d3m u l t h  nn alactricity-&cncrnting 

3% c i t y  of' 50 mW. conattvction of which is schcdulod t o  begin i n  . Dotoils on tho n i l i t m y  agroement are not known, but the 
USSR 18 cxpccted t o  providc 37 nm. ant i -e i rcref t  guns, four t1i0.17 
f lghtora ,  o number or n i l i t n r y  valriclos, and a rmdnr s o t  with 
aeeooiatod equipant .  This i s  the first tiae tha t  Cambodia has 
acccptad mil i tary  a i d  f r o m  a eource other than Frnnce or the 
Mi tod  States,  elthough she *ill probably continue t o  rely roalnly 
on tho Veelt a8 e e o w e  of mil i tary  aesietance. . 

185. The Soviet technological I n s t i t u t e  financed ffirough the  
Bwict comvdlty legort pFograuune is t o  be comglcted i n  early 19% 
an& ha6 boon dosigned t o  acoonmodate ultimately 1,000 studarlts. 
25 Soviet inet ructors  are elcgectod t o  a r r i v e  In Cambodia t o  
tcnuh a t  tho i n s t i t u t e  fo r  n period of two yeare. It is 
anticipntad that during tile ogcning year, the first cloS8eS W Y  
include a t o t a l  of about 200 Eitubeata. 

1960 1 1961 1 1962 
- 

1960 i 1961 

186. Tho previoue~-completed projects  under the Cllincsc 
Progrnnmc i n  Cambodia (tho ylyvrood factory, the paper m i l l  and 
the t ox t i lo  mi l l )  are still operating below capaci tr. In 
RnPticubr,  various a t tcupts  have bow nado t o  improve salca of 

1962 

~uropoan  s a t e l l i t e e  
Comnuniat China 
----7---- 
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187. 1hnds u ~ i g l m l l y  earmrkod f C,P tile iron sr.lcltcr prc~ j ~ c t  
licnvcr now bucn switched to  the'cm9tftiC'tion o f  a scoond t c x t i l c  
nix1 rind o. P;-3s fnctory..  Ton Chlnesc tfrahnicians ~ P ~ i v c d  i n  
Luguct 1963 t o  a t n r t  t!ic imploncnt~ t l  )n of t he  projcctcd g l a s ~  
fnctory. :.nothcr & 56 a~i l l lon  o r  tho ox ls t l rg  Chlncse credi t  
f o r  tlic onnstruction o: a comnt f~ctory was a lso  a m o u ~ ~ c c d ,  and 
tho f t ~ c t o r y  l a  scheduled t o  bugin o p e r ~ t i o n  in  Txccr.~bcr 3.963. 
I. sl;iug!~tc?-homo built with Chinese a id  cms ofr"icially opcncd i n  
&A t b ~ i b m g .  

188. Thc Cambudians nnd t b c  Chinosc nre  also T C I ~ O ~ @ C ~  tcr bc 
wor*kIng oct thc detai l s  of t.wo cot ton-so~d o i l  f ac tv r i c s ,  t~ bc 
c ~ i l s t ~ ~ u c t c d  with Chiucsc aid. irwtllcr prt>.p-ccs wns nlso mtlc 
oli the  ot:lcr projccto. I n i t i a l  cons tmat i  Jn nc'iivi';ics 
concctrnirg tno  tgru factory,  the tmct t i r  asscr~::I~' SncLcv::, t iw 
s.~.pz-  rcf'ilic-ry and the ~ n n l l - s z a l e  munitiune fac tc~ry  uixi:.r the 
Czoch lint of c r cd i t  wrc undcrttken. 51 

WI 189. Thc nwbor of c i v i l i a n  technicians f h r n  tho  Cu~~n:n '* t  3 countricn in Cambdln during the f i r s c  fihU of 1563 rosv t > j,:, 
0 inc1udir.e about 95 Shlnasc tachnlcions, m u s t  of tiim wol-kirg a L 
W the concnt factory. Tha Sovict twhnlcians rrorr: ! lal n i y  om: 1.1yzd 
fi at  tho t~ .chnological  fna t i t u t c ,  m a  a$ t ho  Zo-1lc',-3uilt - 

"Friendship Hospital" a t  morn  Pcnh. S o w  $3 C n r , l t d i ~ t  s werc \ 

a currently stuaying i n  ~omc.unis t  countries,  wrc  tls n 60 of t1wn 
@ i n  t h ~  UZjSIt, 15 i n  Czccim~lovakia m d  5 i n  C a r m u ~ l s t  China. 
J 



191. X t c r  throe ycars of austerity policy, rcsul ts  SO fnr 
obtain& rcnain below axpoctati3ne. Dospitc thu off ic ia l  
announccscnt c l n i n W  me establfalment o f  somc 400 ncw 
industr ia l  onterpriscs during the hst threc nnd a hnlf ycars an3 
thc pl,mncd 200 new dovcloprcnt projects,  unenployrlcnt cmtinues 
t o  j?lnguc th. country, and the national incono fa i led  t o  increase 
according to  plan. Diffioultiea in  transport and thc 
Novonbcr 1963 s t r ikes  a t  the  port of' Co~ombo, pnrnlysing Ceylnn'e 
m i n  1 M c  wltb the actside world, hnve contributcd t o  tho blot& 
outlook fo r  tho econow. 

192. Dcspite a record tea arop of' 490 ni l l ion lba., (a 596 
inarmso avcr 1962), export cnrmilys nny rcmin a t  the semc l o v d  
ns tho prcvioue gwr's bccnusc of a dc-clinc i n  pricco. Thc output 
of  rubber arrd csconut product8 rcmincd prnctically urlcilnngcd a s  
conparod w i t h  1962. A t  thc end o f  1963, the i;ovcrmnont 
nationallsod oil dletr ibct ion m B  thc gcncml inswmncc businass. 
Thc mitcd  Stntoe suspcMcd l ~ c r  aid p?ogmnnc u t i l  stcps r-roro 
taka t o  c~ngcnsnto thc o l l  corrpanics l o r  seizcd nsod.8. 

(a) &gca~ttuk.tivc m-12 



(Population: 10.6 n i l l i on )  

191. :.f%cr throe ycars of austerity pclicy, rcsu l to  so fir 
obtnlncd rrcntlin below c~pcctnt iSn8.  P c m i t o  the o ~ l c l a l  
nnnouncoacnt clalning the atatabli&psoht of some 400 new 
i ndus t r i a l  cnterpr1sc.- during tho kist three and n hnW ycr-rs m a  
thc plr\nncd 200 new &c -ulopixnt projccte,  unenpluyxcnt cuntl nuee 
to ~ l a g u o  the cauntry, and the  nat ional  incono i a l l t d  t3 Incrceac 
according t o  p l m .  Di f l i cu l t l ee  in  trclneport Rnd the 
Novonbor 1963 strikes at the por t  of Colombo, paralysing Ceylm's 
nnin l ink wlth the octside world, k v e  contributed t o  the blcak 
outlook f o r  tho munony. 

192. Despite a record tea orop of 490 n i l l i on  lbs., (a 55 
incronsc svcr  1962), export cnmlngs my rcnuin n t  the spnu k v c l  
ns  tho prcvious year's becau~o of a dc-cline i n  pricca. Thc output 
of mib'ocr arid csconut products rcmincd p m c t  i ca l ly  unc:mngcc! as 
congarcd w i t h  1962. A t  UIC crd of 1963, the  dovcrnncnt 
nafiomllsocl o i l  i l lstribfit ion nnd thc g e m r n l  i n s ~ ~ c c  business. 
Tho Uilitod S tn tcs  ~uspcnC?cB licr ni& p?og,lmnc u n t i l  stcps itcrc 
takon t o  congcnsoto the oil conpM1as for seizcd assuta. 

Conrmnist c i v l l i n n  t o c h n i c i ~ n s  i n  tho country: 85 

m h c r  u i  nc.tionals t r a i n d  in C o ~ . i e t  countries: 200 



I Cxporta 

WSR 
nsnopcm s n t e l l l t o s  
Comnrnist C-hIml -------.. 
TOW& 

(b) m n t  dwclo- 

194. Despite the suspension of t h e  Uulted Statcc ni3 
progmmie in Ceylon on 7th Febrmni-y, 1965, i h r i r n r n  Lst cou r t r im  
npppnrontly concentrated t he i r  nnjn eWorta on i c p - x ~  ny thu lr 
trade t i e s  w i t h  Ccylon rz';hor wn3 a t t x ~ t i ? g  to rt2'acr: tile 
United States ns e. source of large-scale foreign aid. 

195. Progmss under the Communist economic asc is tmce  progra-mas 
continued at e. slow pnce. Yoet  of the sixtcel: Sovic t  pi 'oju~ts 
ol*iyimlly f ~ r e s c e n  i n  tllc 1553 azd agrcenczt have g : . a d ~ ~ l l y  been 
@ogpcd. Thc yrogrnmc surrcreil fion poor p l p n h g  and thli: 
i ~ ~ ~ r a c t l c n l  charr.ctcr of sono of tho projects,  ei-roru t o  bc 
a t t r bu t e f l  r a the r  t o  Ccyloncsc of'ficlals than t o  Sovict t o c h n l c i ~ ? ~ .  
Go far  c nly thc iron and s t c c l  norlre, aw2 the Q T ~  r'nctory 
~ ~ J ~ L c ~ c G  i n  Uio yrtyrclLU,iO havo unde eouc hc=.&:ay a - d  On 
lSth f i lp ; t ,  1963 an agrccncnt 1x1s coricluiie?. by ~ h i c h  t ; ~  USSR 
Yto3ild supply Ccylon, undcr tho line of cred i t  ~xtcr i .cd  1 3  
I ' c k m ? y  1958, wlth oquipmnt =d to&nic?l a s s i skncc  f >-" a fl~ur 
niil WAJ n grain clc-m'ioz* nww tho Color~bo in i .Lodre  



by tho a d  o f  i-ugwt 19b3 t o  carry out 
nnd vcriourr pob3cne connuctcd w i t h  the C O r I 8 t ~ ~ t i ' ~ n  o f  e. glass 
f n c t c n ~ .  

Soviut t c c ~ ~ i c l a r ~ s ,  45 fron 
Chinosc wcrc working in 
a group of icn tcclmiclans 
s tudics  on aond supplies 

198. The nutually-sntiaihctory aab eucceesrul rubbcr/rlco 
t rndc rrith Chlnn, tho oPfcr6 of Sovlct gctrolcnm prDc?ucts n t  
pribco conoiclcrnbly lawor thm t l t ~ s c  of i :ustun c l l  conpmics, 
and tho nb'lity o f  thc Coutnmlst cornt r ios  t o  absorb increasing 
qw.ntitlcia nT tllc expenfiing exportable surpluses of Ccylon '~  m i n  
o o m o ~ l t t c s  favowed thc  Oovoment ' e cvrrcnt policy of c:epn.ndi?& 
trodo with *&eso oo*u:tr?es. In cdalti?n, r. r o  UP ~h:~~>Ing  
aorvice mn i n a u y l . n t ~ d  in thc first half o f  19 f5" 3 bct\:;cn . Ccylon 
ru9d t;?w USSf:, and a N ~ r t l i  Koran t rade  ni8siun m s  ~ s t r . b l  la:~c.d 
i n  Colanbo. 

199, ~cj . lon 'a  iapor te  frsn tho C o n r ? ~ n i s t  countr ies  during 
1962 inorcnscc? by ncm WB.n 50$ st a t ine when ~ c y l ~ n ' s  world 
inports fcll S i i & t l y .  5310 Suviot Union has been scl3ing 
graatiy i*lcrcHsod q w n t i t i e s  of petroleum products t o  the country; 
cae a result, @o &are of the Sino-Sovlct countrlcs i n  tha t o t n l  
Inpor ts  o r  Ccybn rme f r o m  5$ in  1961 t o  85 in 1962. Thc bloc 
l ~ r c n e d  Plnultanoounlg its share of ~cylon's world o q o r t s  t o  
near ly  135 In '1562, as congclrod nith about 10$ In 1961. "Jorc 
than hnli Ceylon's 1962 rubber w o r t s  went t o  thc  Cocmuntst 
covntrlcs. of  &loh tha Fajar 6bro nse tskcn by Conncnist Chinn, 
although 3ul&%rla nlcl Czachoslovnlria wqra a l so  buying Ccyloncac 
rubber. . In addition, B u L g a r b ,  Ci6oohoaloffsllia & i Z o ~ , z i a  were 
addod t o  tho list of Cownunifit oountrlos buyln$ ccylon's coconut 
oil. 



.Qw& 
(Po:~cllation: 4590 n i l l i o n )  

FpPoj~op,ic situptiun 

200. ;.ccurdine t o  tlxa mid-turn appraisal a i  t h e  t h i rd  plan, 
lesucd by tkm Planning Co~lmiseiun Ln 2Qovenber 1963, the E r b w t h  of 
n n t i a m l  incmc  during tho flrst t w o  years of the third five-year 
pLnn has baon est inatod .?t c a l ~  2.59% per annun, corsgorccl with tho 
r a t o  or over 5,"; cnvisagmi i n  the plan. and is barciy abovc the 
fa te  of growth of the population, PO-estimtcd i n  1962 a t  2.1:; to  
2.2;,. Wring  tho yanr &rch 1962 t o  a r c h  1963 t ~ t a l  
sg r i au l tv ra l  product1 rn docllnccl 3.&% a8 conpc.rcd with tho pruviuus 
yonr, and w i n  pwduction dropacd from 79.9 c l l l i o n  tons i n  
1961/62 t o  77.5 n i l l i o n  in 1962163. In 1962,'63, raw cotton 
productIan hnrdly ruochcd tho lev01 of 1960/61 ( .3 n i l l i on  boles) 
~ f t w  n Bh;~p fall i n  1961/62 (4.5 n i l l i o n  belcs 3 . ovcre11 
pr'oop c t e  f o r  tllo a w ~ z ~ t  ywr ?r?, ;.owv:.r, S,ni;-' - c  r. "he 
tr~n.ls aincornnble i n  tilo induditrinl Pcator a r e  norc mcournging 
ol t l~ough the ineronslce o f  6& i n  196v62 and 8:; i n  1962/63 
roaninod m11 b ~ b w  thc pLanned 135 annual incroaso. 

201. Thaw m a  a con8i&mble act infkow of forcign capi ta l ,  
but by iP.r the l a rgos t  ptrt of the awegate  n e w  invcstncnts was 
fint'incod through e t ld i t iaaal  doncatio saving. In t l ~ c  first two 
p u P 8  of the plan, new enplogaont a ~ e a t e i l  tn tho non-agricultural 
sootore m e  a s t i m t o a  nt 3.2 nil l loa.  Howcv~r, thc t o t a l  
PMlloblo  tlnnpower increaeod Pore mpi&ly than thc omplogncnt 
opportunitlce. 

202. Dlring the first two years of t h e  plan, Inc3.n'~ tmdc  
bnbrmo ingrovdl conowhat. Xth oxgorte r i s i n g  stonc?ily and 
Upor ta  bolng kopt b l o w  tho 1960/61 lcvc l ,  dciXcit8 fo r  1961/62 
and 1962/G3 anounted to  f l lh n l l l l o n  and $861 n i l l i o n  rcspcctlvely, 
as q p i n s t  roughly $l. b i l l i o n  Sn 1960/61. Tho posi t ion in  respect 
of invia iblce  v:orsenod. Tho balerno of pt~~~cr.ts posi t ion s t i l l  
oontinuoe t o  exer t  suriuue pressure on the country s cxchangc 
Po8~rvue, notwithstEuullng a rise in %I'cign aeeiskmce. 

203. Tho increaeo i n  G o v e r n a t  expundlturce r c su l t i ry  nninly 
f1-3n a oonsidcrably cnlnrgod n i l i t s r ~ r  sirart In tho Pace of  the 
Coununiat Chinese thrclnt has bean net  by la rgcr  rovcnuc rcceiptR 
~ S T X ~ L  h x n t i v n  and incrceacd ruccipta sn capi tn l  ncc.xmt, ra ther  
thnn through n progroseivc incroneo i n  budgcta~y dcf ic i tn .  



Corasuniet c i v i l i a n  tochniclana In tho country: 950 

204. Tho Sino-Indlnn borCIor oanf l lc t ,  whic!~ startod In 
8cptcnScr 1962, did not nfTcct Wvlot willingnose t o  c o n t b ~ c  rxd 
wan ta incrcoec her n i l i t a r y  &id t o  India. In cnrly 196>, thc: 
Soviot Mi(i.21 rightcrs prcvlouely ordor& by India bcgm t o  bc: 
d o l i v c r d  and i n  .".upst tho Indian Oovcrnne~lt annotmcd thc t  LI 

govcmmnt -owncc? corponrtion k d  b o a  organiscd f o r  tho 
aenufhctuw of  tho a i r c r a f t  under Sovict llcmcc i n  twu fnc t v :  6 s  
t d  bo constructad Sn the Etaharashtra nnd Orisea s ta tes .  Tho 
Inilinn os t ina t c s  lxidlcntcd thrt it woulA tekc two yefirs bcft rc. 
Ir .ctorics vom sot up cml tho  1:iQe aotuclly pror'xced. ! . c c ~ ~ ~ ' ~ , s  
t o  thc Indian 3 in i s t c r  of Dafencc ?reduction, t h c r c  hr.s bccn nu 
Soviot c o r n i t n m t  f ~ r  f lnancinl  aesistanco on this grojcct. 



205, The USSR ha3 orrered a vide ranee of sophtc't!~%t-fi 
mll l ta ry  cquipnent in &y and J u n ~  which Ir,dia had v~elcocu?, 
although she w i l l  continue t o  rely fc;r tlilltat-y mppl las  uainly 
on the Ueet . 

206. In hhy 1963, a cu l tu ra l  exchc\rqe agrcezcnt w.a nigr.ed 
with the US%?, providing f o r  a Bubatmtial  'Incrcaao in cxd:nnge3 
in tha i"l0ldS of eoience, aclucation, public health,  art  and 
s p n ~ t s .  The USSR announced t4at taa. w l o n t i f l c  ccntrcs  would bc 
establ irhcd over the next s i x  ycnrs by several Indian 
w ~ i v e r s i t i o e ,  w i t h  Soviet technical  a& f inanc ia l  aseintancc 
extendod through UKSCO.  Tile Soviet ays te r~  o f  educ~: lion has been 
Intrwdunecl on an  experincmtal basis in three schsols i n  tilo PunJab. 
hr. axchange of sc ion t i s t e  m s  arrange2 vdth Czechos!_ov~kin and n 
five-gear a tonic  merw agrecrra~t was signed with Polmd in  
Lpri.1 1963. 

207. 81nce the middle of 1962, two new econonic credits have 
bccm ertm.dad t o  In3ia by the  Zur@ge&m satellitt: couutriee: thc 
Slrat wds extended by Polnnc? before the end of 1962, and anour.ted 
t o  $32.5 n i l l i on ,  rupoyrrlile with Indian exports, bcaring &I 
intorefit of 2.fi;hf'or the deveiopnant of coal  uines ar-d the pwchasc 
of opvi?c?cr.t f o r  the con1 in'iustzy. In Novu~bcr 1563, 
CoooBoola&l3 oPfu;-cd a r,e-7 crcfiit cf $50 tlj l2 ioc  +'c r the 
atpanhion of the founLry forgo a t  Canch l  a* thc n a v y  c l c z t r i c  
worka at Hydcrabail, both of which two under constr-adtion vnkr 
pravioua Czech credi ts .  Tina total dispusit?on of the new aid 
l a  t o  bo nagc1tiatcc1 bciorc *tho n i d N c  of 1364. 

U m 209. Soviet aid ha8 F ? r 7  focused on heavy industry. The 
3 nost outstanding pro:ect +'.a Ehila i  s t c c l  n i l l ,  vhoee cqlansion 

t a  a c a p c i t y  c j f  2.5 uiT;  - . as of e t c c l  I n g c t ~  pcr y m r  i s  
owuatcd t o  bc c o q l o t e d  a ..MI-1964. A Vnitcd S ta t e s  s t c d  
B V r m y  tcan r a t ed  BhiZnl 3s the b c s t - o p e ~ t e d  stecl  ill i n  thc 
gu3l lc ecctor(1). (91s nost ccr~nonicslly ~ f T i c J c n t  s t c c l  rrorks 

3 clro those of tho p r ivc t c  Tata Cornpaw ~t ~nmhc?pur).  WLC 
%ltod Sta tcs  expacts gava the folXovriw rcasons f o r  +A's svcccss 

I 

u 
3 (I.) Tho othcr imin s t o c l  n i l l s  In thc  2 ~ X i c  s,-ctclr cr..: Thc 
v1 Ruurkoia plan t  (constructed with nssistancc f'rm th.. F(:dc~al  

3 Rcpullllc sf Oc.r~yllsy, an& probably the nost ti.rhr11 . l l l Y  

c;l e??.ancod t:rpo of a t co l  n i l 1  In A s i ~ )  and t h c  '11 . b n t  

0 {Luil t  with United #in&n acsietnrc.,cj, Ir. . . L. sovi  C t  

a Iinicn agrocd $0 r,&)hcc tha b i t c d  f:dtcs as d L  r a L . 1  soUP5;. 
Pi of' finanei-l, a i d  f o r  the cstabli&iu;dnt of ar\ aCL5 ti.x-.al steel 

nj12 nt BOi.LZFO. 



(n) The oontmct puts no tine l i n i t  on tho pcriod o f  S o v l ~ t  
supcrvisi.m nnd, as a Pcsult ,  the Sovict tcchnlcia?s 
are nSLc t o  cxcrJise a continuing influcncc on the 
cpwiltion of tho n i l l .  

(b) It is a re l a t ive ly  uneophieticatud plant ,  mnufacturing 
a c o q a r a t l v o l y  s inplc  l ine of products. 

( 0 )  It has access to tho highest grade i ron om,  and its 
ac tua l  capacity exeeede ite m t d  capacity, thue 
naking it a fhirly lgiaplo mttcr t o  achicvc high 
groduc ti on .'cCordS. 

210. ;-Iork on tllc other  Coanrnist projaote progrcssod a t  a 
rnto which vma gcncrally Satisflactory to both Indin and the Sovie+, 
countrice. Consl;mzc3,lon of tho h a v y  rmchincry factory a t  km.chi, 
wi~loh includcs both Sovict and Czoch asaistanca, m s  bchjnd 
achoilulo by tho  niddla of 1962, mhly a8 a conscqucncc of Indian 
plaru~ing orroro, but construction hns shoim con~iclcrnblo pragrcss 
s?.ac~ t110 b c ~ ~ i n n l n g  of 1563 mcl l i m i t e d  prcductisn rr.8 cxpectsd t o  
bcgin b o f o x  'iiio c;la of 'do ycar. Production on a s i g n i r i c ~ n t  
saalc l ~ ,  hw~cvcr,  not aqectotl before 1.967. 

211. Vork on the coal-nining nnchhcry factory i n  t7cst Bcngal 
o o ~ t i n u c d  et an acc~3emtcd pram?, and production m s  cxpcctcd to 
~ t ~ r t  bafaro the end of 1963, wlth mil poduet1:m schcdul~d f o r  
1966, Tha &wveli thernal  power s ta t ion ,  which I-ns inaugurated 
i n  1962, won h i ~ h  prnisa f ron  Indian df'ficials and a l l  a? i t s  
f i v o  50,000 kl'l wits b e p  operation bcforo tho cnd of 1963. In 
F$mmry 1963, thc USSR npccd t o  cxpancl Its or ig ina l  capacity 
~ 3 o n  250,Oi)O to 403,OdO kV. Tho Soviot $20 ni l l i - ,n  crcilit f o r  
its g h n m c e u t i c ~ l  pro&ranna a180 n o v d  rapidly nhcnd, with first 
8 a I S v o r j o ~  of oouignent starting in  mrly 1963, concoaitnntly 
v i th  t ra ining programes in tho US=. This progranne includca 
factor lo8 f o r  U.a nanufacture of an t ib io t i c s ,  synthet ic  drugs and 
eurgical  inatrmncnts. 

212. Developnents i n  the fleld of petroleum under Conaunist 
a i d  p rcgwx&8 included contract8 falr addi t icnal  Soviet d r i l .  lng 
aqui~ncnt, nnd tho bcginr,ing of conetrucrtion of a rcftncry i n  
Gujarot. Tho BFrauni rcf inory has been dclayccl and procluction 
o r i g i n n l l ~  p l a m d  t o  a-t i n  A p r i l  d id  so only by tho cnd ~f 
1963. Pie Romanian rcfinery i n  bean continues t o  cxpcric3nce 
difficulties. A projcct  t o  innoculato the  a n t i r c  popuXati7n 
against s ~ U p o x  w i t h  sovic t  asaistanco i e  under m y ,  vzhich riay 
bo coDpnrccl with an cqunlly ingrcsaivc United Stntcs  nnlnrin 
project. 



t o  ostnblish othcr s i n i k r  cnterpriscs hnvc ovokcd Li t t l e  
onthuletin in  Indian Oovcmucnt circles,  

2%. O f  tilo approximt8ly 960 Soviet bloc ccononic technicims 
i n  b d i n  during the socond h n l f  of 1963, about 735 c ~ w c  fron tkc 
uSSR (nainly in  c o ~ c o t i o n  w i t h  the B h i h i  s tcc l  plant) ,  while tllc 
eocond lorgcst group consisted of about 110 Czoch technicians. 
>A 0stine.tod 275 Inaim 8 t u d t ~ l t B  Wore following courses a t  acadcnic 
inst i tut inne of various Sovict countries, while 580 tmincaa were 
ourivmt3y racciving tochn-4n thc Connunist corntries 
mainly i n  tho US=. T I h ~ ~ ~ s  approximately 700 Indians underwent 
training i n  the USSR in ra la t ian  to  the Bhilai s t ee l  progmnne, 
nost of the current training is  now undertaken i n  India a t  the 
Bhi hi works, About 75 Indiana dostlnea fo r  cnployncnt in t h e  
Itanc3hi works are schodulcU to go t o  Czcchoalovakia for a ycnr's 
tmining i n  the heavy nnchlncry industry. 

215. As India's ab i l i t y  t o  acconnodate training Drogrnnncs 
on tilo spot continuos t o  cxgculd, there shsuld bc n noticcablo 
raluotion in  tho nwbcr o f  tsainoca leaving for Coununist countries. W 

u 
Cr 

5; V) Inilin'8 n l l i t a ry  equignent, both t he  DSSX a;;d kzcchoslov&kia hnd 
4 inaicatca their nillingnesa t o  provide a wldo r8 e of military 
d 8u~uliot3. inclulinrr nirasiles. wdar and tanks. nflilitnru aid from 

~ o k i e t  countrie';i has so fi;r bem mln ly  concentrated on Sovict 
aircrerrt. IncluditlR MiG. f ighters. AN.12 transports and 
holiooptbrs. 1ndIan p i l o t i  and technicians hsvc undergone 
spocialisod UIO. t rainlng i n  India an8 the US=.. 

217. In&Io1s trndo v r l t h  the Bovict countries continued t o  
e n d  Mrkcdly,- in jpr ts  to ta l l ing  g215 n i l l i o n  i n  1962, 
ru~rescnt ing  1 q ~  of IWia 's  world inporte. Inilia'o balance of 
poynonts surplus with tho Connunist countrics turned into a 
$38 ni l l ion  drtflclt during the f i s c a l  year 196l/62 a s  o result o f  
tho nccclomtcd dclivcry of equigncnt, while cxports cxpandod t o  
$If& nil l ion,  or 12:; of Indian to t a l  cxpy ts .  M i a  continued t o  
incmaso her e f fo r t s  t o  e x p o ~ t  t o  Wo Comunist countrics in order 
t o  bccp her balance of paynents dcf ic i t  w i t h i n  m g e a b l e  
proportions. 

216. Thc repaynent of loans fron Sovict countrics is n o t  yct 
a najor burden f o r  India, nor is  it expected to becone one in the 
f u t ~ c .  The f inancial  advRntagc for India of Sovict loans  l i e s  
i n  tho abecnce of any rcquircncnt t o r  payncnt in  h n d  currency: 
i n  other rcspccts, financial t e r n  a t  l c a s t  a s  fnvourablc are 
available i n  the Vest. Paynsnt t o  tho Comunist countrics i n  
rmpCCS c0UI.d bccone a positive benefit t o  indir- if it opcncz n 
now export nnrket f o r  industries such Re tcx t i lcs  and footwear, 
for  which there is excess capacity. 



bring t o t a l  Soviet traflc t o  about 9440 m i l l i m  by 1966 ( t ~ l c c  the 
1462 lcvcl).  %c ncw tcras profi t0 f o r  an ir.c?cmsc i n  Indian 
0iaortD o f  r ~ t n u f 3 c t u r o ~  a,r-d ~ ~ O C C S B L *  i t ens ,  no tAs t such goods 
~ 1 1 1  cons t i t a t e  about 5 q ~  of Inlllan exports to the USSX by 1966, 
n o  cctrpnl-cd with the prescnt 3a; t o  35% The 1956 Xndo-Sovict 
shipping agreenent was rcvislod in  Novenbor 1962 i n  order t o  atop 
up f r s igk t  sorvicos nrd an addi t ionel  direct a i r  route betwccn 
i)cUi an9 UOECOW ~las s t a r t e d  i n  Liirch 1963. 

220. In Rovonber 1963, Ossahos lmkia  cancluded n new 
fivo-year t rade  nerccnellt rnith fndia, einultaneously with the 3fPcr 
of nn ace9 ' o r a l  ec?nornic c r d i t  of &O n i l l i o n  and proniscd t o  
aomidur - -,.asing ?hie miu t o  a00 n i l l i o n ,  Undcr the tredo 
egracnenL become effecti-ve In January 1964, p l a n n d  cxchngea 
w t l l  roncn $80 n i l l i o n  In  1964 and npgroxinately ad100 n i l l i on  in 
1965 mt.l 1966 ( thc  levels  f o r  1967 and 1968 t o  bc d c t c m i n d  
h " v p ) .  Total  trcdc bctwcan the tno countrlcs i n  1963 wi l l  
probably mount t o  sonc $50 t o  $60 ni l l ion .  ncrr t,mdc agree- 
m n t  pith Czechoslovakia a l s o  providoa f o r  a d i v c r s i f i c r . t i ~ n  of 
tmC!o. 1q; 3fl IMian cxpoFtB t o  Czmhoslovakin w i l l  mch yenr be i n  
nun-trr.c!lt f o r s l  itins, inchding uanufeaturcd gads .  :dmual 
Indicm i q m r t s  a%or.i Gr.ccf?oslovakia w i l l  inolude f o r t i l i s c r s ,  special  
etcole,  non-forrow metals, In addit ion to mchinc tools, heavy 
mchlnwy nnd c~ulpnent f o r  power and other  he@-vy indus t r ia l  
projacta. Tllxfng L!e ZI ra t  hBlf of' 1963, lndinn axporta t o  the 
Sovict Cnjl:o;l shored sr narlted lncresae over tho corroaponding 
p a r i ~ d  of ~952. while il~ports Pron the WSR declined sowwhat. 
t*lthoir&h tho f x 0 s  bslanae irzproved m the Indian side, it st i l l  
rroscnfccl by 3id-?953 a d e f i c i t  of sono a1 ni l l ion ,  as com.rcd 
ci2h r. $9 n l l l i c n  deMci t  during the f i r a t  s i x  nonthe, of 1962 
and a $47 nlllion ddf i c i t  over tho year 1962. Indian t r ~ c l e  with 

' tho ml paan 8tItellite countr ies  irrermscd noderatcly, Imports nnd 
e.lg?orts bchg  kopt in bnmcc. 



221. After the eettlement with the Netherlands o r  the quostion 
of New Quinea, an economlo and financial  stabil isation promamme 
w a s  aet up with the aas i e t an~e  of economlo advisers from the 
Xnta~national Mmetary FWf&-,*~-Xn*btay, a nwbe? of  rneaszms were 
taken to  favour export8 and t o  control imports. The '"estern 
aoun t~ i ee  then w e e l '  t o  supply oapital  equipment, credits ,  and 
&bt &ferments; in \h is  war ,  it had been estimated that  a to ta l  
c f  #300 million aid oould be gut  at the dioposal of the Indonesian 
Owarnment, that would allow It t o  stem in~ la t ion .  

222. During the last quarter, however, all hopes of stabil- 
ielng the Indonssiem economy haB t o  be abandoned, The September 
r l o t e  i n  Djakarta violently expxv3s~ing Indonesian opposition t o  
the oreatian of the new FeUeratlon of LIalayela led t o  the eeverlng 
af a l l  eommeraial t i e s  with the Malaysia Federation and the p o r t s  
or SLrgapore and Penang that hhad been handlihg about one-third of  
a l Z  Indoneelan exports. The aomnoaitlea nost affected by the baa 
'Rem rubber, t ln ,  oopra and vegetables. As a resul t ,  the 
ao#tryle export errrmings were suddenly cut i n  half ,  while 
Malayeia'a trade rarr reduoed by 8ome 5 m e  tra* balance 
deflait  therefme wwsened rapidly ard the Oovernnent 'a budgetmy 
iuibalmca ewng alraoet out of aontrol. 

223. Swift intlatiar, resulted *om en inareaee in 11e money 
eqg3y by about 33; over a icm months. I n  yay 1963, the of f ic ia l  
Fate of the rupiah was devalued from 45 t o  ph t o  315 t o  $1 for 
olqar ts  and 540 t o  $1 far Imports. the unofficlrtl f ree  
mrrrlcet, the exchange value aontinwd t o  fa l l  thereafter,  reaching 
1,250 t o  $1 by the an8 of the year. 

224. With the possibil i ty ai ba lan~ ing  trade thus removed, 
Rid -om thB West stopped. TheUnited States offeredno new 
oredit6 and debt deferments w e r e  waived. Only Japan extended 
a of $12 million. By the end of the ye- by almost any 
etanara'd the Indonesian eoanoprr spge-a t o  bo in 
than cvor, mlth repayment obligation8 of foreign 
mare than one-quarter of t o t a l  mart earnings. 

a nmse condition 
debts absorbing 



w t p 1 c  0.54 : ! :  
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~ w l u ~ i c n l ~ m c e  - 88 o f  31st Deoember, 1963: 

(b) puent dmelopmmta 

225. Slnce the settlenent of the DutchNew Guinea iesue, 



Xndoneoia hns been conf'ronted w i t h  a detcrlorating ec cnonic 
eituntion, and sought t o  iwrove her r o l a t l o n ~  wioith the W e E t  in 
o n k r  t o  obtain Inoreased Vlestcrn aid, but the recent conflict 
over Malaysia has obstructed pogcess  towaras a rapproahemcnt, 
Indonesia probably offers a bettsr opportunity f o r  the Soviets i n  
thc i r  rivalry with Comrmnzist China than Chinaf  s :.sian ncighbows, 
puch as Bwm, Cambodia and L€tOS, all the more s h o e  the Chinew 
oolcmy in Indonesia preaents a s o r i w s  problem f o r  the Sukarno 
C)ownunant. 

226, i ~ e  ths Colamnlat eooplomia aid programmes have moved 
slowly, a conslderabltt baaklog of musod credits  has becn pil ing 
\rp cnror tho years. The only neuf additional credit  extended s h o e  
the middle of 1962 came mom Czechoalov~la,  who provided a l o w  
of $5,6 million, t o  be repaid o w r  six years a t  inintest ,  f o r  
tiro purckase of 1,000 trucks, s a ~ v l c e  equipment and spare parts. 
In addition, some Indonesians w i l l  be tralned i n  Czechoslovakia, 
and some Czech teezniaal lnspactors w i l l  assist in cstnblishlng 
aoFvioe eentrea In the naln town6 of Indoneah. 

227, TWO pro ea t s  were oompleted by the USSR during the 
eecond half of 19 d 2: the 1.sian Gt.unes Stadium and the sub-c~l t ica l  
nualem assembly plant for  the university. Most of the Soviet 
p ~ o j o o t s  already &r way are w e l l  behind achsdule, mainly due 
to  the lack o i  local  ewenay, snd the ahortage of ski l led labour 
ln Indomala. The Kalimantan road6 project was reduced In scale, 
and the date of oompletion postponed from 1964 to  1966. The i?on 
and steel grojeot l a  oloeely related t o  the above roada project. 
Work on the Tjllegon a tee l  m i l l  s tar ted befare the end of  1962. 
Equipment Por the Kellmantan meahanieed agricultural project was 
received before the end of 1962, but large quantities were s t i l l  
Lying and deteriorating on the &cke at Sukaboja a yea.  latar. 
;Ster a two-year delay, ccoletructlon of the A ~ ~ b o ~ h a  tcchnologiaal 
W t i t u t e  a tar ted In September 1962, and aervice surveys were 
sllnrted on the Jgehan hydro-eleatric =d alumMum projoat in 
Suumtra, whiah l a  t o  cost about $l15 miWon, and is the lnrgest 
single Soviet economic pmjcat  in Indonesia. 

228. %'he cconomlcr a id projoata of the European s s t c l l i t c s  
bhomd l i t t L B  more p ropeas  than those of the USSR, f o r  tho same 
Fensone. Equipment tor tho $4 million ccncnt factory in Uakmsrr 
W 3 8  ~ a l i v ~ r c d  by the end of 1962, but conetruction atnrtcd with 
considerable delay rmd moved slowly, No prowess was mdc on the 
82.5 mlllion diesel  locomotive assombly factory, and work on a 
tyro factory was delayed by laak of locnl tinancin&:. Only the 
8Wil.l hydro-eleotric s ta t ion at Tjurung was practicnlly oomplct~d 
by the and of 1962, (md a new contract undar the Czcah aid yrosrnwme 
for a augar m i l l  was signed by mid4 963. 



223, :~Fccrnent nae rmshod on tko ut i l ies t ion  of the 
Hungmittn $25 million credit  for t:lc censtruotion of e i@t  
triglustrial plants nnd the delivery of soec amall vessels, 
Oontracta wePC a i g m d  by mld-1963 for  thc building of thrca oxygen 
f c t o r i e a ,  t o  be buiit  by Hungary. 

230. Up t o  the cnd of 1962, there had been l i t t l o  progrorjs on 
the  u t i l i sa t ion  of the Polisb eredite extended in 1361. $r ?Ad- 19 63 
contrnata had been signed fcul two projeats: a sugar m i l l  and n 
building mo~iols factory. The l a a t  four of a firat ser:',es of 
twenty-four ehips t o  be d e l l v e c o a - d m  the 19% credit  arrlved a t  
the end of 1962, md i ?ons t ru~ t im o r  the f~ ehipyards t o  be b u i l t  
wulea- the 19% ctredit w a s  unbr  way. 

231. Negotiatlans foP the  utilirsnticn of the $30 mllllan 
RoWmnirvl credi t  for ptroleum development an& r e f imr i ea  in  
Cen*al Java have not reached flnal decielon. A preliminary 
ogrecment reached In June 1963 w i t h  the Western o i l  cornpanlea a t  
T w o  removed a potential  source of f i l a t i o n  with the West. 

232. L i t t l e  economic ald aat ivl ty  has t o  be reported under 
the Communist Chine- a id  programme. A technical Weement was 
s iwed  %n Julg 1962 far the i lementatton of the $30 million l ine  
t$ oreai t  extended by China, 7 20 nlll ion being e=marked fo? the 
construotion of t ex t i l e  milla, and the ~ ~ d e ~  far spare par ts  
and acaessory ftmtaries. In January 1963. there was an exchange 
o r  notes between Djakarta and Peking under which Indonesia l a  t o  
be Lllloned t o  rmn an adverse balanae of' trnde with Communist Chinn, 
the clef'icit t o  be firmced at a l o w  ra%e of Interest. 

233. ConQnunlat aid prog~ammes have been mare impreeeive In 
the miUtaPy field. I n B ~ s i a  had been extunded nilitrrry aid 
valued at fJ'1 b i l l i on  that  might have h e w &  Indonesia i n  a 
Q d l i c t  with the Dutch, rmB now lends w e i g h t  to  Indoneelo's 
oppoaltion t o  Malaysta. By mid-1963, up to 8% of  the military 
aid iw the arm builb-up of ths oountry had been delivered. 
Iadaneeia ohrmgod by mid-1963 her emphaais t o  purchasing ~ p a r c  
swts anb s u ~ ~ l l e s  for the e d ~ m a n t  alt'oaay received, and hopes - 
herself t o  m&;lufaatu,=e emall - e t i t i e s  of d l l t n c y  eugpa-t 
equipment. The spare parte  situation eeems to  be c r i t i oa l  in f 
a l l  threo smvioes. 

234. Thie massive milltary oid has created a madar re~rymrr.ts 
problem, ae t he  Soviets originally remeed t o  grad a morutor4m 
for tho Fegnymenf of Soviet loans for military and economia 
pIi2cha830. A new Soviet/Indoneaian thrce-yem trace a g ~ e s ~ c 7 t  
was signed in Djakarta on the 30th Zgril, 1363 set t ing n t c ~ c  5 
of $u million annually for Indamelan exports during i363/65 ~f ld  
$20 million nnnually for Indonesian imparts. In Jme  1963 rm 
apeemant was aonclucled which, by stretching out the o v ~ a l l  
pWio& of repayment, reduced the amW repayment obligatiano cf 
the country. 



235. 1.t tha enend of Scptembar 1963, Poland reportc.1ly &+-ecd 
t o  lcr&hen the reprp'cnts sckedclc of fr-clonwin's ~:ll',rx;r dcb:,, 

s l c h  then smounted t o  g[* million a year. It was EXSO 1em.nt 
@hat Czechos1oval:ia had been approached, but had so fas refused to 
waooede t o  Indonesia's request fo r  a debt re-scheduling, 
c;l 

236. During 1963, about 2,090 technic!ans from dcrmm;st 
M o m t r i e s  have been at work i n  the country f o r  perbiods erceedlng 
p month roughly 1,500 being m i l l t ~  instructors and advisers, 
@a apinsi 80me 500 aesigned lo eccmorPio 'develo~rnsnt projects. 
af t h e  l a t t e r ,  430 were Soviet techniziaas moet of then working on 
m e  Knlimantan road project and on the reluted mineral survey a& 
Oipon anB s t ee l  projecte. l'le remaining technicians, s l ight ly  over 
%XI. were distributed over t h e  Tjilngang s t e e l  m i l l ,  the Tjilatjap 
+ 'e r t i l i~eP  factory, the Asnhan aam, tile soda-ash factrry and the 

4 jRt:arla ho~pi ta l .  O f  the 75 European ea to l l i t e  tec,%iclans, mc 
t the largest groups consisted of about 15 Polea worki~g a t  the 

%ement factory. No Chinese technicians were reported Fr. the 
%owltry awing 1963. About 970 ecademic students aere exrolled 

high fizhool and university. Inat i tut icns of the Cormmis+, 
1aour1t.iiiea a t  the end of the ysar, some 430 of t k n  i n  tha Soviet 

YUnion, 3 W  111 GzeYhoelovuria, 85 In the Soviet Zam 01 Germ-, 
i n  okbw F*IlPopem ea+.elli%e aounkries end 40 i n  C ~ r m m i x t  China. 
nd3ittcn, 21:s 1rdc:lcsien tschn?c?l ~t=il".ent s wve f 3? l o v . 3 ~  

aining ac,wses in  tk.8 bloc, 02' w l i h h  160 In U X R ,  1rAclud%g a 
coup of about 1SO bemg trained f w the pc~rcieam iiiduszr;-. 
4 
u 237. Ths %tmmtst mvntries'  a b r e  of Tr-dwssln's f o ~ t 5 t ~  

%ad.. continusd t o  :n=rease Bur l=  1552, vhile t ~ t a l  1l;d~r.e.dbn 
& e l h e &  *there Basioally, Indoneeicu~ trade vtl. & borninlist 

csountriea consiscs of' an exchange of soviet and Eurmcatt? sntelii-ce 
chinery and vehicles and Commud st Chinese t ~ x t l  I n s  Tor lndonr sian 

ubbw, the Commun. b 'st comtrico bq-Lw more tCa7 2v; c f  I ;~dowsie 's  
v%ottl rubber eaipmto. Thl s parcataga r l ~ e o  to approxLm~tely 3roz 

total  Indonetiian rubber exports if Soviet prchases  of i h l s  
on the Singapore market are aWd. The Indoncsims have 

een atterrgting 60 far apparently with l i t t l e  success t o  varket. 
eccmdary export pro&uc5s, stzch as epioes, r a t t an  an3 emll-hclaer 

h b b e z .  It seems that t o  brsalc tho la-&le patte,ms LevelopeG with 
L$he US3R and t o  1'6-open Kestern m k e t s  t o  Iridonesim expokts will 

e a dilX'iru2t proposition, The previoua experience of the 
RYptiens i n  the cotton market rnw be quoted aa an wanmle of the 

p2c3lemc t o  be faocd by a 2evelqing co-mD-y t h ~ t  want; t o  r=-&rect 
~ I t a  t~*hfla t o  Vestem customers after having tuvned towarLfv the 
~aarkets of Cammunist c m t r l e s .  
n 
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z&i3 
(population: 1.9 mlllion) 

omic s i t u a t i s  

238, The O O V ~ ~ ~ ~  oontinued t o  be preoaaupled with pol i t ica l  
Md military problems as a Ff38lllt of whlah the eoonomia developmnt 
pollay was neglected. Although large-#male hos t i l i t i e s  wcro 
suspended, i'requent e l d r r m l ~ e  went an throughout tho year. 

239. Perelstant uudgetary ds i i c i t 8  resulting from the 
mili tary expenditures led t o  hem ixSL8tionary pressures, and 
r ~ i d  deprociathn of the Laotian Kip, previously comicbred as a 
re la t ive ly  s table  oun'enay. 'llthkr 10 days from l e t  Ootober, the 
v a l w  of the Kip -11 fro@ 435 to $l t o  620 t o  $1. Australia, 
Fratloo, the United Kingdom and the United States  se t  up an 
$8 million etabil leation fund in an effort t o  reduce fluotuatione 
in the  value of ths Kip. 

240. The bas10 eaonomla altuatian throughout 1963 remined 
~n&snged: Laos l a  still more dependant on fmeign aid than any 
othar oountry i n  the area. 

p~manznia% eoonomlo p o t i v l t l ~  

(4 -totale 

(million us #) 

I 4 
USSR 7.6 L5 6. 1 
European satelliter 0.1 .. 0.1 

Oomm\mist C h i M  400 - 4.0 
P 

TOTAL ? U.7 1.5 . 10.2 

Tr nee a 

No arPlc ia l  Laotian trtrads s t a t l s t i o a  maileble. 



5 
0 21rl. By miblpG2 the ceascfire In Laos transre;-red the E s n t -  
w 'J'lcst cunfrontation t o  the pol i t i ca l  w d  eoa?omI? ff:el.ck. During 
4 the f o l l ~ n j n g  months, Communist eeononia aommltments ozae whly a fion t~?e USSR with minor moves *om C o m m u n t u t  ~ l i t r . 5  e M  North 

2 242, 'Ihe USSR offerad aa gmnts & 2L3-bed ho+i ta l  t o  be 
5 stdf'ed with Swlet  &tore ma a 50 E;;I radio e ta t l~n .  A e r e a t  

uf $39 mlll lon was ex+dm¶fvl fir the eanetrmction of en 8 . 0  
hyeo-eleotxllc station and a pomr distribution network; the 
l o w  is t o  be repalcl In twelve yeam ai%?r the conpl~tion of the 
pmjeot  and beam an interest  rate of 2.5;;. z 

W 2Li.3, The UESR alao agreed t o  consid3r Laotlsr. yoposu le  for 
W a trlok-rAiL% projecit arut trfi prooeachi: or cotton m a  fruit 

juioe, Tha European eatellites did not provide coonod.: 3 as~!.stnnaa, apart fro= token gifte of sports goocia, photog~aphlc 
, equiprnant and unspecified gcods w o r t h  $llcC,000 from East Germar~r. 



(Population: 9.4 million) 

247. Thc N e ~ a f e e a  eoononty ramaim anet of the most backward 
in  Asia ,  CeyenUng traditiontrllJr on India for  her l imited r e l a t i m a  
oith the outaide w o r l d .  

248. E~onorula &velopnfmt d%?an& almoet en t i re ly  cm outside 
awietanco and tho m e t  aanditian for fur ther  pxweeae ie an 
improvement of tho c o ~ a a t i a n s  8ystenr t o  open up the  country 
t o  oontact w i t h  t h o  outelde w r r l d ,  Eoanomio a id  l a  mainly 
provldad by Communist China, ths USSR, the United S ta tes  and 
Xndia. The United Sta te s  provide8 sane $lo million and Indin 
about $8 n i l l i o n  a year t o  improve Ncgal'e alp'iculturo, infant 
induetry, e&matlm and roads. 'Phe United Statea has j u ~ t  
aanstruated a $5. million ropearay t o  tmanapart goods i n  the 
KatPuuldu area, a $3 million telephone exchnnge f o r  the capital 
and rnocbl Psrrne In the Southorn g l e .  h all a i d  equipmlent haa 
t o  ba cl~annelled ?Amugh Cdlcutda an4 Pat-, good re la t ions  with 
lndla rereaim a yerequlslte f'm any serious grogrese i n  the 
eaonomlo f icld. 

(a) Bacagi_tulativa --+ -,---- t o t a l s  

(million US $) 

Cornmmict c i v i l i a n  teohnloians In the oountry: 125 



N o  offlclal Nepalese trs& o t s t l s t i c s  nvai .;t3,1c, On 
tLe taels of off lc iaL Soviet tmdu stf%tieLics ,  the P ~ Z l o w l ~  
f i gu res  for Nepalese trade w i t h  tbs USSR are rzpoiL~ed: 

(mil l ion US $1 

(b) pecent ~tve lo~mente  

2b9. Tile Nepnleee dotcrml~mtlon t o  became h s s  dopcnde~~t on 
Xndla hnd created by early 1962 a climn te that w a s  f avaurab lo fir 
&tunlmint eoonomlo penart=ati@Ii, but CormrmnEst Cninn'a aggms:.!cm 
a ~ s ~ & a ?  Ir Cl?.n reneed tc  dcqen thls bclinac.ia~., C c m m ~ i s  t 
CXndse ecmornic 8ctivi:ila in Nepal Lase prsbinbly bk.n 6 ~ t ~ t 3 ~ l r t 3 t  
raducorl iia M resuit. Them have b o a  no n e w  d u  c,f'ors by t h ~  
Cor,rr~lat c0u.nt.rlos slnce the r u U e  of 19~2, b ~ t  Che S i n o S o ,  Let 
ecrmorrlo pro,prrmme BCd confinue to make a m  slow F r o p e r 9 ,  
Dlfflaul",oo in xising the local cmrcnq r~~q~il1.x 1 t o  fL11mc3 b l ~ c  
p~*o;)dCtr~ VLI'G, l~t~mver,  ~ O L U I W ~ B ~  ehsad, b6 the ile.:L.y-l orbfired 
Naf x o m l  Wading Corvoration, willch handlen tnc: c:,'.c r I' ClzlneGo 
arm Soviot goods t o  bc used to generate locrill m?r.w.?., , DCLQI 
cparation. Substantial. quant5.5i~s o f  ma% ccmx;lc J t LC a uri:.t d 

tho  e e c d  hall" a," 3,962, song which ccl;ttrlt vas arc ol' thc 
moat important. 

251. Litt.16 or no progress was made with the ChirLcss-s.7sistC~' 
CCulCllt factory m.d loattier tmmcpy, A t  tllc em: o; St  3ccn;\cr 1953, 
the Ct.inf,r,c d~citieci to atmdun twir original ya,cis n: -1 g:';.J ~t 
~ 3 4  Pl*opunod t h e  subotitutlan of tho followirg f i v e  prujucts :  a 
a 2lhr  pxper m F l l  of t e n - t a ~  or~ppc i ty ,  a pmc? a?r.t lo?, 
i 3 J L  W X L ' ~ ~ U S C S ,  located ncsr S o d c t  pl'oJects, a tr ip k and tilt' 
f 'cl~to~y in Kutrrsndu an& about a &%en snail Ir~-ignti~: , . !  p ? O j W t  3. 



252. Both CoIrummlBt China and the USSR encountered frustrnthg 
problcme in their  popanunee in mpl. Thc Chinese face the threct  
poaed by India's ab i l i t y  to out the transit road along which aid 
materials move into Nepal. The Soviet economic advlser, whose 
appointment to the Negelem nanaSiona3. planning council was f orcod 
;Wn the aovarnment by the USSR, hae mat with ficquont frustration 
In gettm h i e  adviae aacepted. 

253. Tha number OA' technioimf~ from CODIIDUII~~ t countries 
ourrmtly work- In Nmal rpae #timated at some 35 Soviet a d  go 
Ohince2, On-tht?- job training 16 We principal farm or industrial 
adrloa$ion used by the Comnxdst coun~lea.  In addition, about 160 
Nepalese student8 were foliowing oouraes in variaua Shii~usa and 
Soviet academic institutions and twenty trainees sere cngnged in 
techniasl training pro=-8. 

254. There has been s o w  inaroaee In the amounts of Soviat 
and Chinose commodi t i e a  imported into Regal, inaluding sub st ant ial 
quantitiesr of suah ceaential goods ae camnt and corrugated iron 
@haeta. Howwer Nepal condurrta 9Cf; of  he^ trade with India, and 
nuah Sino-Soviot im~orts wore mainly tino reault of temporary 
ddmoatio ehortagea 
beaoaing ckpauknt 
bloc oountriea. 

- 
i n  India* Nepal has so 
an trade w i t h  Comanrnlst China and the soviet 



(population: 98.6 million) 

25-5. ;zcoramg t o  off 1 c ia1  reports, the nat tonal lncome 
during the f i S C a l  year 1963 inoreased by only 1,l$ over the 
prwious par,  ae coware8 with 6$ in 1962. This s l ight  gain i n  
t o t a l  national income has been more than offset  by the 2.25 

owth of pa ulation,. ss-tast &"- q i t a  income decllncd *om 
~L.YI.J~ in 1982 t o  15% 95 in 19 x 

256. Because of dieaatroue reawer, agrictlltural production 
mffered seriously &Ing the last yea.. The fac t  tha t  Pakistan's 
industry has nor grown t o  the point where it has becn able t o  
offeet  loeeee of a bad harvest i n  the national inoom is probably 
the most remarknble development in reoent years: a r i s e  in cotton 
t ex t i l e s  and jute mumfactures compensated the f a l l  in r ice  
production. m e  part af agriculture In thc national Income in 
1963 has been reduced t o  5qi, nhile tha t  of mlmufacturing 
aoaomted for &l&. However, more than 8@% of the Pakistani 
population still  earn8 its l lvalihodl an the land, arld agricult- 
ursl exports, mainly jute, account for more than 7& of the 
nat ionfa foreign exchange earnings. Jute, of which Pakistan 
grovidee more than of world production, has becn encountering 
growing conpetition md the resulting fall i n  price6 has af fected 
Pakit3tan16 largest single export commodity. 

257. ;in important pa r t  of development resources i a  devotod t o  
sgriaulture, and water rosourceg bearing directly on agriculture. 
8011 ealinatlon add8 t o  the problems facing the country. Foreign 
aid oontinuee t o  play a key r81s in Pakistan's development, since 
her foreign cxchange earnings pay for only a l i t t l e  m r e  than half 
of' what she i e  importing t o  flll ourrent needs and t o  equip the 
oountry with o t q i t a l  goods. 

258. P a k i e t a n * ~  external eaonomio relat ions oontinued to  be 
conduoted a l m c l s t  ent i re ly  with the :;oetcrn Industrial imd countries. 
During the f l r a t  half of 1963, ezgorts rose by more than 1F over 
the f i r a t  half of 1962, but there ha8 been a decline BinOC 
Zuly 1963. 



Comrmxd& r r i V i l i ~  teah.nZci8na in the country: 100 

N'm5er of net lonf i s  trained in Communist cormtrtes: 5 

(million US $) 
- - 

1 I Exparts I Imports 
I 

1560 1 1961 1 1962 1960 1 1961 , l?i;Z 

3.7 5.3 1 3.8 4.6 
8.1 5.5 1 3-2 8.0 
1.6 L O  3.6 , 4-2 

30.7 27.0 ' 11.4 ! ~ ' 9  ' 10.6 116.9 

AJ 5 of tota l  
, &r -.( -ti 

(b) Rseent ~elo~nents 

259. The nssistm2e provided by Testern countries to JnAjn 
t o  resist Gomunulist Chlm s aggression has given rise t o  su,cp:cion 
In Ptdciatan which, in turn, provided an uncritically w a r m  reception 
$0 co1?~31*nist Chlnene offers of inureased trade and oultural 
re let ion% In Jmmry 1963 the two countries concluded a trade 
amocmcnt ma in idarch 1yG3 an eygreernent on the dema-cation of the 
bmder between C h h  and Pakistan-held Kaahmir. 011 the 
29th Auguct ,  an air agreomnt war, si(p2ed, affarding Palciatan 



t r d f i c  ~ i g h t s  i n  Canton Shanghai, while ChFna received 
r i gh t s  a t  Dacca (East Pakistan) or Ilarachi or Lahor (Itiest 
~ak le tan) .  

260. During the first haV of' 1963 the USSF, appmectly 
conccrncd about the extension of Communist Chlrleue Influence in  . . -.. 
pakietan, submitted proposals for the exchange of doctore, 
ecientistr,  and t w t i ~ t s .  nnd for the improvement of trade relationn. - -. but  Faxletan reaated nfigatively, suggeiting that a more cordial 
reaoption might be received if the  USSR would a l t e r  her osaictance- 
to-India policy. Pakietan haw%nd!kaated, hmever, that she would 
welaome Soviet aid In the nuclear f i e ld ,  tmd In the conetruotion 
of the Tarbela dam. 

261, Betwean the 28th November wd tho l e t  October, 1963* 
Pokietan signed f ive  new bar te r  weementa with Communist 
anuntrles. Tho USSR anB Commroliet Chlna each w i l l  &livcr 
100,000 tons of oenent ( w a ~ t h  about $1.7 million) i n  exchango for 
raw jutc. Polnnd 18 t o  provide ebout #500,000 worth of cement 
for jute, Czachoalovakia $300,000 of automobiles m a  various 
oquipmcnt f o ~  chrome ore, and H u n g a r y  $W,OM) warth of e lectr ic  
metere far jute. Thaee f l v c  apeements are i n  addition t o  the  
b,wtrrr nlp.cemcntr, with tho USSR anl Polmd, and a trcde apeccent 
with Albania eigncd a a r l i a r  in  September. The valuc of  these 
bortor a g f c o m t s  amounted t o  tibout $f6 million i n  trade ench wny,  
prsaurnably in addition t o  reguler b i l a t e r a l  t r ~ d e  with Qomunlst 
oountriaa and would rcpromnt a Increase over the 1962 trade. 
Tho new agrsoioants ampear t o  be intended t o  demonstrate Pakiotm'a 
indqpndcnoo of her W'ltsatcmr Al l ies ,  ra ther  than t o  indicate a 
evbstantial 8hWt i n  her euonomia relations. 

262. Exgorta t o  Commwist Qzina during 1962 had reportedly 
bocn extremely saaall, but it would s e e m  tha t  Paklatan might 
inaroasc her exporter of cotton, jute and leathcr t o  Chlnn undor 
tho now trada agreement, in exahtinge for industrial  products, 
oolpent and o o a .  

263. During the first haV of 1963 the USSR etoppud up her 
oil exgloratlon p r a g r m  In both %st end East PaLietarh I t  was 
L I N ~ O I X I C O ~  In  June 1963 that tho ntrmber of Sovict o i l  tcchnicinns 
at w w k  In PRkiettm woula bc incraaasd t o  165 w i t h  a branch oflioo 
t o  be set up In Cast Prikistan. A t  tha an8 of the ycor 100 Soviet 
t00hniciwe m r o  report@&ly a t  work in the uountry. 



LATIN hM"J,ISA 

ARGENT IRA 

(Population: 21.8 million) 

264. The political unaartaintJi which followed the fall of 
President Frondi~li in 1962 and which prevailed up till the 
election in July 1963 of Reeident 11158 seriauely affected the 
economic development of the country. Industrial production 
during the flrat half of 19631 dropped by almost 20% 

265. With the establiehment of a new Government and the 
announceinent of a,series of meaauree concerning internal credit 
policy, the protection of creditors, the internal n~tional debt, 
the reform of the Developent Council and the better co-ordination 
of inveetment policy, as well a6 the agreement with the creditor 
oountriee on tbe uettlement of Argentina's foreign trade deficit, 
the eituation began to improve. . 

the main i t m a  of externel aid received nay be 
mentioned a t of 535.5 million extended by the "Allinnee for 
Progreaa" for the settlement of the balance of payments deficit 
with the United States and for Argentina's oonstruction programme - 
$18.75 million extended by 54 European Banks for balance-of- 
payments eettlemonts; and a $25 million loan for economic develop- 
ment projects by the Bank for Inter-American Development (BID). 

267. Although by the end of the year one of the most pressit*g 
problems, i.e. the heavy governmental budget deficit, had not 
been seriously tackled, proepeots are that Argentina's economy may 
move out of stagnation in 1964. 

$$no-Soviet economio aativitiea 

(a) Recaaituletive totala 

Economic aid 1954/63: 
(million US $1 
Outs tand! ng 
on 1....04 1 --- 

67.0 1 
- I 
- I 
---d 
b7.0 - =I 

Dram 

33.0 
3.7 
- 

36.7 

t 

USSR 
European satellite8 

Oommunist China 

TOTAL 

Extended 
r 

100.0 

3.7 
- 

103.7 



WTechnical aosietance as of 1st December, 1963: 
5 
~ ~ o m r n u n i a t  c i v i l i a n  technicians i n  the country: w 33  
cl 
aNumbsr of n ~ t i o n s  t re ined  i n  Oomnuniet countr ies ;  
5 

20 

Trade : w- 
(mi l l ion  US #) 

(b) Rsoe~t devsl  went 3 
\ 

W 268. No new devdlopment is t o  be r e p o ~ t e d  i:: t;,e field of 
LC eccnomio aid. The i . lne of c r e d i t  of $100 m ~ l l i o n  c c '  p a c i e  by the  

USSR i n  October 1958 f o r  the  development of A r ~ e 7 . t  . m b s  p e t r o l , . u n  
o i n t c r e s t s  has been l e f t  untouchod a f t e r  some d o l i v e r l e a  of 
c;lequlpment in 1960. 
U 
r/, 269. me Soviet  Union i n  h e r  search f o r  vast quan t i t i e s  of 
z w h c a t  t o  overcome the  cur ren t  g r a i n  cr?a;lq concluded dur-fng thc 
~ a e c o n d  ha l f  of 1963 an ag~eement t o  impart 1.6 mi l l ion tons . ~ f  
uwhea t  from Argentina, and was nego t i a t i ry  a fu r thd r  0.5 millfon 
c;ltons during the  l a s t  montha of 1963. The r e w n t  wheat deal w i l l  5 haw t o  br paid by the  Sovle ts  in hard cvrrsricy. E a r l i e r  i n  the 
L y a a r ,  Soviet Representat ives i n  h e n c e  AXres had pr3poscd a n  

I increaued trade exch~nge  t o  l i q u i d a t e  a $10 rn~1li.011 b n l m c e  
f i a c c m d a t e r ?  by Argentina i n  her  t rade  with the US:%. 
W z 2 7 0 .  I n  l a t e  Septeabe? 1063, it was rcporte.1 t hp i  
z n e g o  t i a  t i o m  with Communist C n i n a  far  the erpoi-t of rub::t-xt ir .1 
r n v o J . i r ? ~  of beef and mutton were enter ing tthe:Lr f in31 9tar:c3. 
4 Acc-~-dinz t o  some reporta ,  aa much ae 100,COO tcns of m a t ,  v?lued 
c;lat 615  n i l l i o n ,  were being s o - c h t  by the Chinese. A?-;tnti.niail 2 off l c i d s  have releafled no infa;mation on the qaanti  t y  L L I L ~  v t i l u ~  
n 
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USSR 

European e a t e l l i t e a  
Communist Ohina 

' TOTAL 
AB $ of t o t a l  trade 

Exporte 
-- + 

Imports 

1962 

8.5 
39.7 
25.8 

1960 . 
17.8 
41.9 

1.4 

1960 

13.5 
34.4 

( a )  

I 
3 

1961 

12.7 
40.1 

4.2 

61.1 
6 

57.0 
6 

1 9 6 1  

11.9 
35.8 

(a) 

I 

1962 

8.2 

15.0 
0.2 

-- --, 



of meat actually involved, and trade circlcs have expreosed 
doubt that Argentina could supply more than 50,COO tons viiihout 
disrupting shipments to her regular cuatomere. Total Argentine 
meat exports in 1962 amounted to $228.5 million, of which about 
$3 million were sent to Communist countries, including a emall 
volume to Ohina. 

271. Argentinian exports to Communist China increa~cd 
sharply during 1962 as a result o f  the Chineae purchaeea of 
rain (wheat, rye 811d COW88 graias). The share of the 
Bomuniat countries in irgentina80 total trade inoreaeed 
elightly during 19.72, but remained below 5s. a sharp reduction 
of Argentinian Imports from the European satellite countries being 
compensated by increneed Argentinian exports to C o m u n l s t  China. 
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(Population: 3.6 million) 

Economic situation 

272. In 1962, Bolivia's national income had reportedly 
risen by about 4.296 and the Bolivian economy continued its 
progresa throughout 1963 although at a slower rate. Progress 
during the closing months .of ,lf)S3,yes nevertheless more 
encouraging than durlq- the firet months of the year. 

273. This progress has been favoured by the constmt flow 
of economic development credits from the Alliance for Progress 
and by the implementation of the rehabilitation programme for 
the state-owned mining company COMIBOL which produces 7M of all 
mineral exports of the country. The state-owned oil company 
also reported new gains. 

274. In the 1963 Governmental budget $65 million had been 
included consisting of United States economic aid under PL 480 
and in October the United States Government extended the list of 
projects to be implemented under the Alliance for Progress. 

275. The ilbolivianon, the exchange value of which has 
remained unchanged since January 1959, can be considered as one 
of the most stable currencies in Latin Anerica. As a result of 
the introduction of the economic atabilisation programme in 1961, 
the cost of living index during the first 10 months of 1963 fell 
below the 1962 figure. 

276. Bolivia's trade balance oontinued however to show a 
heavy deficit. In September 1963, the IMF prolonged its 
#10 million standby credit for another year. 

$ommunist economic activities 

(a) Reca~itulative totals 

277. In spite of Bolivia's chronic trade Froblens 2nd the 
internal political pressures for acceptance of economic 2.ssistance 
from Communist countries there has been as yet no significant 
Soviet economic penetration (though Bolivian tradc with Communist 
countriee expanded sonew5at in recent years by end-1962 it still 
represented an insigi~ff icant fraction of Bolivian foreign trade 1. 

278. Ozechoslovakia has repeatedly offered economic 
assietance for the construction of a copper smelter and a sugar 
mill, the modernisation of the existing railwey sy-.t?n and  for 
the development of the country's hydro-ol.octric resources. Late 
in 1960, the USSR made Q vague proposal of a credit of $150 nillion 
for a tin smelter and for pntrole~un and mining develoPcnt. A 
ear later the USSR ofxerec? tc sc.paly turbo. prop aircrp-ft for the 
klivian civil airline. None of these of;~r~ has so far been 
accepted. 

NATO CONPIDENTIAL - 
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279. Bolivia is  the r ec ip i en t  of large-scale a i d  from the 
United S ta t e s  and the Government i s  anxioua t o  avoid p r e j u d i c i w  
fu tu re  United S ta tea  a i d  by c l o s e r  economic t i e s  with the  
O o m u n i ~ t  ccui-i-tries. 

( b )  Recent develomnents 

280. Czsch.~.~lovskia has continued t o  promote ac t ive ly  
Communist i c t e r e s t ~  ia  BollT.-la. During the f i r s t  ha l f  of 1963 
a l o n g ~ f a n d i n g  $1.6 mil l ion o f f e r  of a Czech c r e d i t  f o r  an 
antimony smelter was repeated, A new Contract was proposed, 
Including addi t iona l  Czech f inancing f o r  the loca l  construction 
cos t s ,  and p o r t d i n g  .'or t o t a l  repayment i n  meta l l ic  antirony o r  
ore8 inotend of an crbligation t o  pay a t  l e a s t  2546 in US $. 
I n t e r e s t  charges (596) and period of repayment remained unchanged. 
Bol iv ia  had not  reached a final decleion by end-1963. 

281. There a r e  about 10 bloc technicians i n  the  country, 
moat of whom axe Ceeche rtssociated with the sa l e  of  Skoda l o r r i e s  
and busaa. A t  the  end of 1963, eome 155 Bolivian academic 
s tudents  were fcllcwing courses i n  Communist countr ies  of :vhich 
mom :ha h l f  i n  Cze~hoslo-rakla, 60 i n  the  USSR and the r e s t  i n  
Soviet  Zone of Germany and Romania. I n  addi t ion 5 technical  
t r a inee8  were reported i n  the US- and a similar number i n  
C~ochoslovskia.  

282. A ree iden t  Hungarian Representative was appointed t o  
Bolivia. Trade with the  CouunmLet countr iee bas shown na 
appreciable change during 1963, and represents  a very small 
percentage of Eoliviala t o t a l  trade. 



(Population: 77.6 million) 

Zosnomic situation 

283. The internal etruggle for power went on througho~t 
1963 depriving the country of political and adninistr~tive 
st?bility. X lack of consistent economic policy, wves of 
political strikes, a rapid inflation increasing the cost of 
living by about 90% durim- W -yeaer, u against the target of 
2546 set by the 3-year plan adopted in January 1963 rendered 
impossible any comprah,msive industrial and commercial plmwing. 
Foreign investment from private sources dropped to $5 million 
durirlg the first half of 1963 as compared with $72 millior, and 
$153 milliorr during similar period8 in 1962 and 1961 respectively. 

2P4. The United States extended an exceptional standby 
crodit of $30 million early in the year and promised aid up to 
$398 million for the implementation of the 3-year plan of which 
$84 million was made available immediately and a further 
$110 million was committed to developing projects. Because of 
tho Goverment's failure to carry out an -ti-inflationary 
prograrmae, the assistance flow from the Alliance for Progress 
and balance of payments funds wae, however considerably reduced. 
Nevertheless, by the end of the year, the &ederal Republic of 
Gsrmany extended a $50 million loan 8nB President Johnson 
reaffirmed on 21st December, 1963, the United States determination 
to aeeiat Brazil in its negotiations with the creditors of its 
trade balance d e f i c i t .  Ae exporte of coffee increased during 
the second half of 1963, bcth in volume and in value, while 
Lqorts were reduced, prospects for Brazil's trade balance have 
improved. 

Oommuniet economic activitiee 

(million US $1 

European ontullitos 
Cormunist C h i m  
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Technical --. - a a a f a t c n i  as  of 31et December, 1963. 

Communist c i v i l i a n  tec.b.rAcfana i n  the cowt ry :  2 5 
Number of nntionnla t ra ined i n  Communist countr ies;  100 

Trade - 
b i l l i o n  . 

USSR 

European s n t e l l i t e s  

Communist China 

TOTAL 

Ae 6 of t o t a l  t rade  

- -  . - 

( a )  Lees than $50,000. 

285. Sitme the middle of 1962, the  Soviet Union and the 
W o p e a n  s a t e l l i t e 6  have been s t e a d i l y  pressing ahead t o  improve 
t h e i r  economic a i d  and t rade  r a l a t i ona  with Bmzil .  !Phis process 
war3 helped by the  increasirzg economic d i f f i c u l t i e s  i n  the country 
threatening t o  h a l t  i t 6  rapid  economic expansion. The Brazilian8 
there fore  looked upon development a id  from the bloc as n w y  of 
obvlnting the  need t o  undertake major economic and f inanc ia l  
reforms while maintaining the pace of economic growth, and on the 
expansion of Soviet a i d  imports on a b a r t e r  basis  as a mans of 
reduoing the heavy dra in  on Braei l ' a  convert ible  currency poeition. 

- 
Exgor t s 

286. In t h e  Spring of IS63 B1-azil announced the  conolusisn 
o f  trade agresnenta with most of the m o p e a n  s a t e l l i t e  ~ ~ ~ I i t r i e S ,  
a d  the  renowal of her t r a4e  agreement wi th  the USSR. The 
agreement0 with most of the European s o t e l i i t e s  included F ~ O V ~ S I O ~ ~  
f o r  medim-tern c red i t a  (two t o  nine yeare) .  

1960 

1 . 3  

57.6 

0.5 

71.5 

6 

287. Poland thus  extended a c r e d i t  of $70 mi l l ion  t o  be 
repaid  i n  Eeven ye.Ir8 a t  3% i n t e r e s t .  The main project  , h i &  
w i l l  absorb $26 n i l l i on  i s  the  cocsfruct ion of a 200,OQO kw 
themno-electric power s t a t i o n  in the  S t a t e  of Rio Grande 20 Sul. 
Once Completed, t h i s  p lant  will be one of the  l a r g e s t  of i t3 
type i n  South Anerica. A n  add i t i ona l  $7.5 mill ion of the c r ed i t  

-3.43- NATO CONFIDENT1 kL 

1961 

19.2 

55.6 

( a )  

1962 

39.0 

34.2 

(a)  

74.8 

5 

73.2 

6 



might be used f o r  the p u r r h a ~ e  of 50,000 tons of steel r a i l s  f o r  
the  federrrl rai1w.y syatmc. A mixed Polish-E!~azlli,c.n courisslcn 
was ce t e t l i shed  a t  Rio de Janei ro  t o  study the implementation of 
the Yt'olish c r e d i t ,  but so f a r  l i t t l e  has been done t o  inplenent 
the c red i t .  

288. Czec%or;Zcv?kin extended $60 mil l ion,  and Roumnnin 
$50 million. ~ u n ~ a r v m  extended a c r e d i t ,  but the mount has 
not  ao f a r  been revealed. The Czech c r e d i t  nay be used f o r  the 
aaqu ie i t i on  of equipment f o r  the  cotwtruction bf e l e c t r i c  pow& 
s t a t ions .  The c r e d i t  is s a i d  t o  be extended fo r  ten years a t  4% 
i n t e r e e t ,  with repayme-tc I n  i r o n  ore,  coffee,  cot ton,  cocoa 
and mranufacturod prod 

289. The const r  ., . A O ~  of an onion dehydrating plant  ~ 1 1 t h  
a r i a n  equipment and technica l  ass is tance  was reported i n  

? $ $ x - n 6 3  . The equipment valued at  $500,000 has t o  be 
obtained i n  exchnnge f o r  coffee ,  cotton, s i a a l  and other  Brazi l ian 
expor t  cornmoditiee. 

290. Up t o  the  end of 1963, the USSR had not extended 
development c r e d i t s  t o  Brazi l ,  e l t h o u g h o f f e r s  of lnrge-scale 
aesietanoe have been p e r s i s t e n t l y  rumoured. In  ea r ly  October 1963, 
the  8oviet  technicians had completed a etudy f o r  Pe t robrw (the 
Brae i l i an  s t e t e  o i l  monopoly) on the  prospect^ f o -  petroleum 
development i n  t h e  Amazotl and North-East r e g i  1. T Soviet 
findings l ed  t o  t h e  conclusion t h a t  there  ar, )L. ,-crepccta 
f o r  both o i l  .and gasn.  Ereesr a r t i c l e 6  quoted tl repor t  as 
a ta t -  t h a t  B r a r i l l  has s u f f i c i e n t  o i l  resefvea t o  be s e l f -  
supporting i n  petroleum crude and products within f i v e  ycnrs. 

291. I n  add i t ion  t o  t h e  governmental c r e d i t  mentioned 
e a r l i e r ,  p r iva te  con t rac t s  between Brazi l i~ .n  compacies and the 
Communist c r e d i t  organizat ions have continued a s  i n  tile past. 
For Instance, before the end of 1962, a contract  f o r  the 
construction o f  a ahoe f ac t0  on c r e d i t  had been signed between 
Oaechoslovakia and a pr ivate  3 r a e i l i a n  shoo mmufccturer. 
8imultaneously, con t rac t s  with l o c a l  and s t a t e  governments had 
also continued on a l imi ted  scale.  

292. A number of technic ians  from s a t e l l i t e  countr ies  i n  
B r a z i l  remained neg l ig ib le ,  am d id  tho t r a in ing  of R r x z i l i m s  i n  
80vie t  i n s t i t u t i o n s .  However, the  recent  c r e d i t  agreements 
provide f o r  t echnica l  ass i s tance  anti supervision, and m y  r e s u l t  

Rn i n f lux  of technic ians  i n t o  the country. 

293. Trade wreemente have been concluded with Albania, 
Phrlgaria, Czechoslav&ia, Hungary, Poland and Rounw.iq. Although 
they were the r e s u l t  of a s p e c i a l  Brazi l ian  trade uririsicn that 
v i a l t o d  these coun t r i e s  i n  1962, r a t i f i c a t i o n  had been d e l v e d  
u n t i l  the Spring of 1963 by tho recurrent  p o l i t i c a l  c r i ses .  These 
RgroQrnQnts c a l l  f o r  g rea t ly  increased trade levels .  Trade between 
B r a z i l  nnd the s i x  countr ies  a ~ o u n t e d  t o  sore  $50 mi l l ion  i n  1962. 
Several s a t e l l i t e  coupt r ies  hsve se :~ t  t rade  daleg2tions t o  Brazil 
t o  implencnt the  r a t i f i e d  agreetlents. 

NATO CONFIDENTIAL 



294. Tho BraWlian Government has restated in Sc?tember 1963 
ita dcoire of expanding the country's iron ore ehlprnents to 
Eastern European couqtries. The largest B r a ~ i 1 i . a ~  iron ore 
roducer currently ships 1.5 million metric tons of iron ore to 
goland, OlechoslosaLia, Ro-nia, Hungary, Bulgaria, the Soviet 
Zone of Occupat~on of Germany nnd Yugoslavia. An iricrease of 
theee ehipments to 4 mi13ion metric tons annually ie contonplatod. 
Braell ie particularly interested in developing this trado as a 
meone of paying for euppliee of petroleum which absorbs n 
coneiderable part of Brazil's convertible currencies. Wentern 
oil eupplicre have been selling an average of a220 to $250 million 
<'1~ually on the Brazilian market. 

295. Among the b ~ i e t  bloc countries, Roumania may bo the 
moat interested in such a barter deal as she needs iron ore for 

lamed Galati metallurgical combine, a proposal opposed by 
the 8s SR, who ie unwilling to expand her iron ore shipments to 
meet the requirements of thie project. Roumania was reportedly 
trying to sell refined petrolem products and Brazil was apparently 
ready to accept for the next few years only but insisted on crude 
oil deliveries in the later future. Part of the Roumanian credit 
of $50 million may be used to expand Brazilaa refinery capacity 
thua increasing BreeiLta import capacity of crude oil. The 
volume envisaged would represent a value of about $36 million. 

296. Brazilla trade agreement with the USSR include3 a 
tar et of 3.7 million metric tone of petroleum crude a d  products. 
If 81. goal waa to be reached, the USSR would be providing by 
1965 about 32% of Brazilas estimated import neede as compared with 
2$ in 1962, allowing Brazil a saving in convertible currency of at 
leant $100 million during the next three years. The now 
USSR/Brazilian trade agreement replaces the 3-year pact rh ich  
expired at the end of 1962, It is valid for five years nnd calls 
for total turnover of $160 million during the first year. The 
total turnover target for 1965 was set at $225 million (in 1962, 
$71 million). Brazil is expected to sell coffee, cotton nnd rix 
and t o  import next to petroleum wheat, machinery and equipment 
from the USSR. Among the goods to be aupplied by the USSR, wheat 
deeerves a specilzl mention in v iew of the USSRt8 own shurt~wes. 
Special f0aturee of thia agreement are: c limited most-favoured 
nation treatment, prooision of strict controls on re-export of 
goods exchanged and a ewiag credit of $10 million. In addltion, 
a clause has been introduced to permit Brazil to arrange multi- 
lateral transnctione with the C o ~ i s t  countries, subjcct to the 
approval of each tranefer by all countriee concerned. This 
ooncessloll is the first of this type eocorded by the USSR b 0  a 
Latin American country other than Cuba, 



297. The expaneion of Comm.mi%t aid and trade arecnentr 
with Brazil has led to the establishnent by the Brazilian 
Governneni of a special conmittec Coleste to co-ordi~.:~te 
Drazilian/Soviet bloc trade. In the past, this trnds had bee], 
ixlhibited by Soviet unwillingness to accept greater cinounts of 
Brazil's agricultural exports, by Brazil's inabflity to trnnafer 
balances from one communist country to another and by o lack of 
knterest on the part of private Brazilian importers in goods from 
tbeae countries. 



(Popalation: 8.2 million) 

Eoonqmic situation --- - 
2% With continuing balance of payments difficulties, a 

constmt 3 e c l i n e  of 31e VcilUe of the Chilian escudo, a npid 
rise of the cost of living, social unrest which provoked n 
Governmental crisis, the year 1963 wae for Chile one of 
stagnation rcther than of growth. 

299. To overco:e the currency problems reslrlting from the 
repa-pen, obligations of trade defioits, standby credits were 
extended by the Federal Republic of Germany DM. 45 million , 
the United K!-ngdom (23 mil3.ion) end the I 1JS $40 million . 
Inter-hericm Dcvelopmcnt and the United States Agency for 

1 
Important creditn were promised by the World Bank, the Bank for 

International Development for transport and irrigation projects. 
In Dezember 1363, the World Bank extended two loans for tvro 
agricultu~al ~rajecta worth in total $24 million. 

300. The value of the eecudo in relation to the US $ 
fsll from 1,650 eacudoe for US $1, end-1962, to 2,146 escudos for 
US $1, ead-1963. The cost of living increaeed by nbout 40% 

301. Notwithstanding restriction8 on inports and efforts to 
expand exports, the trade balance during the first 8 moriths of 
1963 showed a doficit of $39 million as against a surplus of 
$53 milllcn during the sane period of 1962, but a further 
reduction of imports during the final quarter of 1963 somewhnt 
improved this pic ti-e . 

302. Prodwtion of copper during t h o  first 8 months of 
1963 declined to 377,000 tone ae oompnred to 399,000 tons during 
the same period of 1962. 

Com1.aist econgmic activities 

NO economic developplent aid extended 3y the Oomunist 
countries. 

Technical nseistance ae of 31at December, 1963: 

aommunlst civilian technicians in the country: less thm 5 



Trade : 
I_ 

(million US $1 
7 

I Exports Inport3 - 
1960 1961 1962 1960 1961 1962 

USSR - - 0.4 (a)  (a) ( a )  
European satellitee 10.6 1.2 1.2 1.1 1.4 2.6 
oommunist china - - - - (a) (a) 

TOTU 10.6 1.2 1.6 1.1 1.4 2.7 
As $ of total trade .negl.' less less 1) 1 t th, 

1 'I' I 
(a) Leas than'$50,000 

(b) Recent develownente 

303 Chilege commercial relatione with the Oomnunist 
oountries, while atill relatively modest, became more active. 
The new interest of the Dhilean Government results mainly from 
i t a  weakening international trade position, especidly vrith 
regard to her basic export - copper. Since 1960, the USSR has 
mds a number of overtures to Chile on the possibility of bcrter 
trade to obtain Ohilean copper. During 1962, a total of 3,550 tons 
of electrolytic wirebar, worth $2.5 million, was sent to the 
USSR through the Federal Republic of Germany, where it was 
refined from Chilean oopper ores and concentrates. 

304. In January 1963, the USSR purchased for the first 
time Dhilean wool and aegotiatione were reported in mid-1963 for 
the direct sale to the USSR of up to 21,000 tons of electr lytic 
oopper. So far, the negotiations do not appear to have been 
auocessFul. By the end of the year, the Chilean press reported 
that negotiations were underway for the sale of 10,000 metric tons 
of copper to Communist Chim to be paid for in cash ($6 million) 
at prevailing world market prices. 



!~XIOO 
_I_ 

(Population: 38.4 

Eoonomio s i tua t ion  

million) 

0 Mexico's GHP increased by 4.896 in 1962 and 
re l imlwry estimates fo r  1963 indicated a r i s e  o f  5.5% to  6%. 

o n  o h  is about 3.1$ e year. 

306. Exporte increaeed'by 11.3 and import9 by 7.56 
tbue reducing the chronic trade d e f i c i t  by about 12% (1 b i l l ion  
Mexican 8 on 30th Ju.~e, 1963). bderico's main t r a d i w  partners 
were the United State,, the Federal Republic of Germany, the 
United Kingdom, France and I t a l y  ( i n  tha t  order). Japan ie 
beooming an Impor ta t  buyer of cotton and exchanges with the 
other  Latin American countriee increaeed markedly. 

CcmQ&uniet economic act%vitiea - 
(a) Recrt~i tulat ive t n t a l s  

Economic aid 3.954163: 

Bo economio development c red i t s  extended by the 
Oommuniat countries. 

Teahnioaf, aeeistanoe as of 3 l e t  December, 1963: 

I)ammunist c iv i l i an  technicians i n  the uountry: none 

Number of nations trained i n  Communist countries: 7 5 

ss?&: 
(million US # )  

Leos than g50,000 
Including 80IU8 muor exports t o  North Korea 

-- 
Impor t s  

1960 . 
0.5 0.7 0.1 

2.3 2.0 1.1 

(a) (a) ( 3 )  .. 
2.8 2.> 1.2 --.- - 

than t h i n  
0.5 / 0.5 1 0.5 1 -- 

USSR 
European s a t e l l i t e @  
Oomimrnist China 

Export e . 
1962 

5.6 
0.6 
(a )  

1960 

0.9 
0.1 
(a) 

TOTAL (b) 

As k of t o t a l  trade 

1961 

(a) 
0.9 
(a)  

1.0 

l eas  
than 
0.5 

1.0 

l e s s  
than 
0.5 

6 . 3  

1 

. 



W ( b )  - Ffoccnt dlevelooments 

307. Mexico agreed to  ell her entire 2963 wheat surplus ol' 
275,000 metric tons t o  en Ea~t-West t r a d e r  operating from 
Switzerland, part o f  which w i l l  probably be ecnt t:, Cub. By 
the end of October 1963, a trade agreeuent h ~ i d  been ai ned with 
Poland. call* for an annual exchange of $20 m i l l i o n  ?mob 
trade averaged $200,000 annually during the period 1!158/62). 
Items listed Include Mexican minarals,.agriculturnl products and 
eome induotrial goods, in exchange for Poliah machinwy, 
equipment and chemical& 

308. Mexioo wae r e p a r t e d  t o  have sold 150,000 tone o f  whmt 
to  C~.nmunis.t Chins and 16,000 bales of  cotton by t h e  e i d  of 1953. 
Comrnuhiet Chinese matertal and merchandise a r r i v e d  late In the 
year i n  Mexico Oity for a trade erhibition to s t a r t ,  probably 
I n  oarly January 1964. Theae deals were the result of 
negoticticns during the visit I n  January 1963 of a Commwlist 
Chinese t r a d e  delegation. 



(Population: 11.7 mil l ion)  
V 

3 ~conomlc s i t u a t i o n  
3 
5 309. Mili tarj  Govemen t  ended i n  June 1963 with tho e lec t ign  
& of President  Belaunde Terry. The new Government took o f f i ce  i r i  
w J u l y  and galned support from baefnesa c i r c l e s  f o r  re -ea tab i iah iw 
P! eoonomic 8tabi lAty and the  implementation of a vae t  development 

programme. A t  t h e  same time it pledged improved s o c i a l  
conditions ae  a result of lalld reform, low-cost housing and 
c r e d i t  ref orn. w 

310. The f l o w  of f r e e  warla fore ign economic nseistance 
c o ~ t i n u e d  unabated mainly i n  t h e  f i e l d s  of t ranspor t ,  e l e c t r i c  
energy and I r r iga t ion .  Loans were extended by the  IBRD, the 
kim-bank, the  United S ta t ee  Agency f o r  In ternat ional  Developnent 
and the  Bank f o r  Inter-American Development. The Government 
programmes f o r  houeing, land reform, schools and roads  a r e  
expected t o  gain momentum i n  1964. 

311. F ina l  export f igure8  f o r  the  e a r  were expected to  
reach $555 mil l ion,  and import8 $565 m i  3: l ion .  The s l i g h t l y  
unfavourable t r ade  balance reeu l ted  from Importe of heavy 
machinery, equipment and c a p i t a l  goode. 

Communist ooonoudc a c t i v i t i e e  

( a )  R e c a n i t u l ~ t i v e  t o t a l a  

Economic a id  1954/63: 

No development a i d  extended by the  Oomunlst countries.  

Tach? ic~ l  ~ s d l s f m d ~  a8 of 31et December, 1963: 

Oommunist o i v i l i a n  technlciana i n  the country: none 

Number of na t iona l s  t r a i n e d  i n  Communist countries:  40 

(mi l l ion US jf) 

European s a t e l l i t e 8  

'("=f!iiin ;67O,OOd 



(b) Rocent devolo~nents ., - 
312. Ozechoslovakia has approached the Pe-xvi,an Gmernmect 

concerning commercial representation in Lima, and a r e ~ u c s t  to 
be pemltted to establjsh e Czech pavilion at Poru'a trade fair 
scheduled for October/November 1963. 



URUGUAY 

( P o p l a  tiorr: 2.6 mil2ion) 

313. The Uruguayan economy depends heavi l  on i ts  ex o r t s  
of wool (5396 of t o t a l  exporte i n  1962 and 1963 7 and meat f' 20$). 
In recen t  y9aro. the  economic development of the country has 
been slowed down and increaeingunemployment i n  the  indus t r i a l  
s e c t o r  has created  a ser ioua problem. I n  the text-l le Iuddstry 
22% of t h e  ava i lab le  manpower was reportedly unemployed while 
56s was working only half-time. A t  the  eame time, the coat o f  
living,hcis been ri~lrig ra2i3ly;  an  Increase of 20k was reported 
d u i r q  the f % r a t  10 trmthe of 1963. !?his has had unfortunate 
repercusoions,  both i n t e r n 1  gnd ex te rna l ,  provoking; popular 
d i a c c ~ ~ i ; e c t .  Tilo Governmen5 wae obliged t o  devalue the  peso by 
46$ i n  Mcy. 1963. The ,mg@t proceqsing- induetry ramsins i n  a 
difficult pos i t l on  mainly cs a r e a u l t  of i t s  low productivi ty 
and compotitioll i r o n  Argentjna, though i ts  s i t u a t i o n  improved 
eomewhat after the  devaluation. 

714. By fhe end of November 1963, the  t rade  balance showed 
a d s i i c i t  of a ~ o u t  a0 mill ion.  Meat exports declined m i n g  
the  eecond half o f  1963 but wool exporte increased. A t  the same 
time, various meaanes were taken t o  check the  r i ~ e  i n  imports. 

315. In Aufumn 1963, t h e  United S ta tee  agreed t o  an extension 
of the repatpent  period f o r  loans  extended by various b d s .  
It was then agreed t o  coneolidate debts  amounting t o  $39 mil l ion 
and t o  postpone repoyment;s covering a f u r t h e r  $14 mill ion. 
A few new economic dcvelop$ieat c r e d i t s  were undei consideration 
i n  various in t e rna t iona l  f i n a n c i a l  In s t i t u t ions .  

Oomimnict economic ac t j .v i t iea  

(a) - RecapAWatIve t o t a l s  

gcoronic a i d  1954/6J: 

Ho eoonomic d e v e l o p e n t  a id  extended by the Clommuni3t 
countriee. 

$echnl.cal assiotanca a6 of 310% Deoember, 1963 

Oommuniet s ivi l ian technic ians  i n  t h e  countrp: Bone 

Number of na t iona le  t r a ined  in Oommunist countr ies:  5 



I European e a t e l l i t e s  
Communiet China 

.. ~ .~ ~ 

1 Ae $ of t o t a l  t r ade  

l l i o n  US $) 

Imports 

1961 1962 

4.1 3.0 

-- 

(a)  Lees than $53,000 

( b )  Recent developmente 

516. The bloc has made a a e r i e s  of t rade  proposels i n  an 
e f f o r t  t o  r eac t iva t e  i t e  t r ade  r e l a t i one  rvith Uruguay. In 1962, 
tha  USSR re-emerged a e  a large buyer of wool and as a consequence 
Uruguayan exporte t o  bloc countr iee  roee t o  over $24 mil l ion,  and 
the t o t a l  turnover t o  near ly  $28 mill ion,  s t i l l  below the peak 
level reached in 1959, when bloc t rade  ( t o t a l  turnover $36.5 
ar l l l ion)  repreeented about 1 5 s  of t o t a l  Uruguayan trade. The 
share  of the Sino-Soviet bloc i n  the  Uruguayan exports during 
1962 reached 16%. Wing the  f lmt e i x  months of 1963 the  m l y  
f i r m  agreement reached concerned the urchase by the  Soviet Zone 
of Oocupation o f  [tomulg of about 8' 1 mil l ion worth o f  
Uruguayan beef,  a port ion of t h e  proceed8 of these exports  t o  be 
used f o r  import6 from the  Soviet  Zone of Germany. The USSR, 
Roumania and CeeahoaloWia have a l l  propoeed t o  purchaee Uruguayan 
goods (wool, h ides ,  r i c e  and meat), but by the middle of 1963 no 
new dea l s  with t h e  bloc had apparently k e n  concluded, despi te  the 
f a c t  that North Korea m e  allowed t o  open an wunoff ic in lM trade 
o f f i c e  i n  Montevideo. Uruguay's f r u s t r a t i o n  over e f f o r t 8  t o  s e l l  
i t 8  produate i n  f r e e  world markets could lead it once again t o  
i n c r e a m  t rade  w i t h  the  Soviet  bloc and Communist China. 

327. During t h e  second ha l f  of 1963, the USSR offered t o  supply 
tho equipment nocesaary f o r  an expaneion by 80 mW of Uruguny's 
main thorno-elect r ic  power s t e t i o n .  Total  coet of the equipment 
i s  estimated t o  be approximately $ 1 ~ . 5  mil l ion,  of which 80$ would be 
paid i n  Uruguayan products, and the  remainder financed under a 
Six-year c red i t .  Yh addi t ion,  the  USSR would provide technicians 
t o  plan tho pro jec t  and t o  i n e t a l l  the equipment. No f i n a l  
decie ion had been reached by end-1963. 



318. According t o  the  annual repor t  of the  Alliance for  
pro;jseas nearly a l l  %he remainhg Latin American countriee 
cxzc.i.rled the ,;oal of a 2.5% annual rise in per  cap i ta  incone in 
1i-~b2 nnd i n  1963. The rsea'a ove ra l l  average was however hold 
brim mtiinly due  t o  %he poor r e s u l t 8  achieved by Argentina and 
Pr.:ri l ,  vrho account f o r  near ly  half the region 's  productign and 
cofiam,> tion. 

31% The pro jec t  :or economic in tegra t ion  covering eo f a r  
G1.n tc.::~: 1 r ~ ,  JfZ 323 :paor, Honduras, Nicaragua and Costa Rice made 
:IL)::,,E CL 1, : r+  b u t  steady he~dmiy. 

320. No ~conomlc a id  Ma been extended t o  o ther  Latin 
Amcrl c m  countrj es by t h e  Soviet  countr ies  nor by Coml~?is t  China. 
The fo l lowirg  c o w t r i e s  had aone t rade  r e l a t i ons  with the 
Oommuniet co--tries during 1962 t 

Guiana - 1s of t o w  imgorts ooming from the bloc 
Hondurae - 2% of t o t a l  imports coming f r o m  t h e  bloc 
Surlnsal - 2$ of t o t a l  Imports coming i r o n  the  blgc. 

k p o r t a  fmm theee  cb tn t r i ee  t o  t h e  Oolwmuliet countr iee were 
negl ig ible .  Trade between Oommunist countr iee and other  Latin 
hmerfcan Ones auch as: Oolombia, Bouador, Jamaica and Venezuela 
renasncd negligible. 

321. Some s tuaente  from the folloaring oountriee were 
roportud i n  aomun i s t  count r ies  at t h e  end of 1463: 

Gulana (75); Colol?lbia ( 5 0 ) ;  Oosta Rica (25)  
Eomldcan 
Rapublio . (5) Ecuador ( 3 0 ) ;  Guatemala (5);  

Honduraa (30); Nicaragua ( 5 ) ;  Panama ( 3 0 )  

Paraguey ( 5 ) ; Venezuela (TO). 

(b) Recent developmats 
522. Ploo e f f o r t s  i n  o ther  countr iee of & t i n  Anerica hcve 

i ~ o h d e d  v i s i t 8  by ~ r i o u e  trade olesiona,  but the re  has bern 
l i t t l e  ind ica t ion  of increczeed t rade ,  and no o f f e r s  of econ~):~io 
a i d  forthcoming from the Cozmmiat countries. Reprenontatlvos of 
Pol is !% textile mtlls p?.nced ordere i n  Honduras. Colonbia vrzs 
urged t o  use tho 3 mil l ion  t r ade  aocount eurplue she had buil t 
up over the years  \ v i t i l  +,;le Sovie t  Zone of Occupation of Germc-,y. 



W 
5 Ozcchoslovakinn comercial rapreaentativee atotioned in Mexico 
0 visited Nicaragus, costa Rica and Haiti, and Oomctunist China a l s o  

Bent a trade mission to v i a i t  varioue Latin American countrieo. 
None of  these approaches resulted In a significant exponaion of 

5 Comunlet economic relations with Latin America. 
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CUBA - 
(Population: 7.2 mil l ion)  

Economlc s i t u a t i o n  ----- 
323. Over the l a a s  f i v e  years  t h e  Cuban eoonoqy has 

s t e a d i l y  deter ioretod.  Paulty planning and gross mfsmnagement 
r e su l t ed  i n  a d o c l i ~ e  of both a g r i c u l t u r a l  and i n d u s t r i a l  
production. Jn f l a tqon  and external  indebtedness grow rapidly. 

324. A drast4-c revtoion of economic policy was a p p ~ r c n t l y  
i n i t i a t e d  during .the second half o f  1963. The new policy 
rtlcognlsee t h a t  eugtir wlll remain the  mainstay of the  Ouban 
econmy, while *e idea of r ap id  i n d u s t r i a l i s a t i o n  and 
agFictl l tWa1 XiivCsif lcat ion seems t o  have been abandoned, a t  
l o a e  t f d r  t h e  next few years. The new object ives a r e  to  be 
r ~ a c h e d  t'ilrough method8 of unpreceaented birshness. 

7 ,2>. r %'he pTi,odty given to sugar aime a t  raising i t e  
p r o d ~ o t i o k  so  as $0 luake it poaeible f o r  Cuba t o  con t ro l  the 
world market by 1970. 

326. In the meantime, Cuba in tends  t o  p ro f i t  from the 
rap id  increasa fn bhe pr ice  of  w a r  i n  f r e e  world markets which 
r e su l t ed  I'Z-om the r ed i r ec t ion  of Cuban sugar exports t o  the 
Oomm\l.nlst countr ies  and from t h e  poor harves ts  a f t e r  1961. 

327. Cuba apparently hopes t o  s e l l  pa r t  of her  improved 
auger crop t o  f r e e  vtcrld countr iee,  using the earnings from ~ u c h  
1 ~ 1 o a  f o r  much-nredcd imports from theae countr ies  a s  well as f o r  
tho repayment of  her  accumulated t r ade  debts  t o  the Communist 
cour~ t r lee .  It v r i l l  be aoted t h a t ,  according t o  OECD s t a t i s t i c e ,  
h r o p e a n  OECD countr ies '  1962 imports from Cuba ($54.72 mil l ion)  
sraeoded exports  t o  Cuba ($33.08 mil l ion)  by some $24 mill ion; 
during the  first ton montb3 of 1963 theae countr ies  more than 
doubled t h e i r  imports ($117.34 ik i l l ion) ,  while t h e i r  ex o r t s  
*oee during tho same period by only 20% ($37.21 mil l ion f . 
AR 8 coneequence, Uuba had already b u i l t  up a favourable t rade  
bnhnce  of some $80 mlllim by the 3 l s t  Gctober, 1963 w i t h  the 
European OEGD countrise.  



W 
5 External Communist economic aid a c t i v i t i e s  c' 
3 (a)  Reca~i tu lc t ive  t o t a l s  a 

(million US $1 

3 Technical assli-tance ae o f  1st January, 1963: 

W 
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Zr " Foreign aommunilst c iv i l i an  technlciane in the country: CR 2,500 
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3, o f  which: USSR 
d 

1,700 

0 European s a t e l l i t e s  600 
W ConuUUnis t China 200 

Eumber of nationale trained i n  Oommuniet countries: 7,200 

USSR 
Burorean e a t e l l i t e s  

Oommunist China -- 
TOTAL 

W 
& of which: acadadc  
5 technical 
V) 3 T m e :  l o  Cuban trade ~ t a t i s t i o a  f o r  the recent yoars a re  
U available. 
m (million US j!!) 

USSR of f io i a l  trade statistics ' Estimates 

. 
Extendeb ' .  

327.0 
107.0 

60.0 

494.0 

Drawn 

35.0 
15.0 - 
50.0 

Outstanding 
on 1.1.64 

292.0 
92.0 
60.0 

444.0 



(b)  Reccnt - 3evelo~mentq 

329. The Comm~mist count r ies  extended development credi t8  
of nea;.=y $500 lc i l i ion  t o  Cuba during the  1960//63 period, but a s  
t h e  cuuiltry continued t o  l i v e  through s o c i a l  revolut ion and 
economic upheaval Cuba was unable t o  t r a n s l a t e  t h i s  a i d  i n to  
immediate economic develoynent. A s  a coneequence, not  more 
than  19% of t h i s  form of a i d  had been d r a m  by the  end of 1963. 

329. I n  view of the  consjderable backlog of unueed c red i t s ,  
only minor amounts o 'addi t ional  economic developnent a id  have 
been extended s ince  mid-1962. In  Septsmber 1962, the  USSR 
provided about $12 a i l l i o n  on c r e d i t  t o  cover the cos t  of 
bui ld izq  and equipping a f i s h i n g  por t ,  including docking 
f a c i l i t i e s ,  re_neir shops, communicatione equipment and fac tor ies  
f o r  proceoeing f i s h  and producing fishmeal. In October 1962 
a t r ade  dolegat ioa  from t h e  Soviet Zone of Germany i n  Cuba 
announced that 2G cvmplete f a c t o r i e s  would be b u i l t  within three  
years ,  and extended a $15.3 mi l l ion  loan f o r  a t e x t i l e  combine, 
t o  be repaicl o? t31e has36 of annual t rade  exchange. In 
JKIK::~ '953, tho UESIi a32ed another $15 million loan f o r  
i i*r lbnt ion,  Grainage and land reclamation projects ,  including 
equipment and technical  ass i s tance  f o r  research, construction 
and i n s t a l l a t i o n ,  and providing f o r  t h e  t ra in ing  of Cuban student8 
i n  hydrology i n  t h e  USSR and the  sending of Soviet professors t o  
Cuba. I n  Juae 1963, t h e  Soviet  Zoae of Occupation of Germany 
extended $13 n i l l i o n  f o r  t h e  expansion of wheat f l o u r  nrllliilg 
capaci ty m d  i n  e a r l y  September offered an addi t ional  $ lo  mill ion 
long-fern credit. 

330. On the  whole, progress on economic development projects  
has been 8;W. The Soviet-aeaieted e l e c t r i c  power s t a t i o n  a t  
hdmricl, d.th 8 capaci ty of 200,000 kW, on which work was s t a r t ed  
a t  tho beginning of 1962, i e  still f a r  from completed and 
const ruct ion began on a 100,000 kW power s t a t i o n  a t  Santiago. 
Some progress was a l s o  made on the  expansion of the  Antil lana 
de Acero steel m i l l  and p l a n t s  f o r  t h e  petroleum re f inery  a t  
Sactiago v t t h  a 200-ton annual capaci ty were completed by the  
end of 1962. 

331. The Bwopean s a t e l l i t e s  made some progress on projects  
under t h e i r  programnes. Ceechoslovskia continued t o  work on a 
household appliance fac tory  and f ac to r i ee  t o  produce tableware 
and sparking plugs. The Soviet  Zone of Germany was engaged i n  
t h e  const ruct ion of severa l  small pro jec t s ,  including a brush 
Paptory and a welding e lec t rode  factory.  Ln October 1962. 
IIung~ry del ivered a la,-ge floating crane. Polnrld was c s n e t r ~ c t l n g  
a ena l l  har.C-tool fac tory  and a &eel foundry, i n  addi t ion t o  the 
de l ivery  of a 17,500-ton merchant ship. 



W 332. Tho most v i t a l  fo rn  of ass ie tance  provided by the  
CiSoviet bloc consieted of l a rge  Soviet  t r sde  c r e d i t s  o f  almost the 

amowit ae  the  development c r e d i t s ,  purchases by the  
~ ~ o m m u n l a t  countr ies  ~f Cuba's dwindling sugar production and the 
eqmintemnce of suppl ies  of p o d s  f o r  current  consumption, 
5 t e c h n i ~ a l  aeeiatance aad m i l i t a r y  equipment. 
& 
W 333, During 1962, imports by Cuba i r o n  the  Comuniat 
&ountries exceedcd t h e  to to l -va lue-&-ber  exporte t o  these 
'countflea by a t  l e a s t  $225 mill ion.  In nid-1963 a t  a meeting 
boi CQIEWOIJ, s evera l  m o , w a n  e a t e l l i t e  countr ies  expressed t h e i r  0 a ~ o n c e m  about t h e  economic e l t u a t i o n  i n  Cuba and her  a b i l i t y  t o  4, 

drspuy t h e  c r c d i t s  extended. Cuba incurred another $250 mil l ion 
z d e f i q i t  in its t r ade  with the  USSR in 1963, f inanced  mainly by 
a b a l a n e e  of p a p e n t 8  ass i s tance  and pa r t ly  by drawings on 
 development credl ta .  
m 
Y 334. When the Soviet  Union took the place of the United S ta tes  

& ~arket f o r  Riban w a r  expor ts  , the  p r ice  fixed by the USSR 
' (Vcb 4 er lb.) waa a t  t h a t  time e l i g h t l y  above worlc: market 

Ypr ioes  Pus b.5 per lb . )  The repercumion on Ngar  pricca of 
&the r ed i r ec t ion  of t h e  &ban sugar  t rade  t o  the  Oommluzist countries 
mreeul ted  i n  a aharp increase ,  so  t h a t  by t h e  end of 1963 the  Cuban 
~ 0 o v e r m e n t  ao@t t o  obtain a reduction of the volume of sugar 
4 t o  bo del ivered t o  the Soviet Union, i n  order  t o  be ~ b l c  both to  
Uearn herd currency and t o  ob ta in  b e t t e r  p r i ce s  on f r e e  world 
Wmrkets.  A tomporary agreement w a s  reached and has s ince  been 
P a a n t i m e d  in  a new long-term sugar agreement under which the  USSR 
'18 t o  increase  pro ress ive ly  h e r  imports of Cuban sugar from 2.1 t! Wmillion f one in 19 5 t o  5 ml l l ion  tons  in 1970. In 1963, Soviet 
&rchaeee of Cuban s a r  mounted t o  about 1 mill ion metric tons 
$valued a t  aorne $100 z l l i o n .  I n  e a r l y  June l963 a p r ice  of 6 cents  
Opor lb .  m a  s e t ,  which is still w e l l  below the  eugar p r ice  on the  
4 N e w  Pork market (during the  second half of January 1964. 10.84 cents 
Upsr lb.). m 
3 335. Soviet economic support permitted Castro t o  proceed with 

8mbitious programme of socie.1 re forn ,  including an exteneive 
z l i t e r a c y  and educational e f f o r t ,  desp i te  economic chaos and 
n&ecline. However, i t  did no t  produce the  prosperi ty and well- 
3belng needed t o  maintain Castro'e popularity. A s  a r e a t  of 
Urorning popular diecontent  Caetro has  come t o  depend increasingly 
lupon the  support of the  armed f o r c e s  and the police. 
n 
W 336. Timely Soviet  d e l i v e r i e s  of mi l i t a ry  a id  have been going 
k n  eince 1960, improving t h e  equipment of the  Cuban Army, which 
~ o n s i s t a  of about 32,000 regulare  and of the  m i l i t i a ,  which 
a o n a i e t s  of about 200,000 p a r t  and full-time members. Meanwhile, 
%r3ining under fo re ign  Communi~t l n e t r u c t o r s  in the cowltry and 
$he sending of m i l i t a r y  i n s t r u c t o r s  t o  the  Soviet Union has improved 
a t h e  e f f ic iency  of t h e  Army and Secur i ty  Forces. 
n 


