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The attached report is the ninth in a series that was
nitiated in August 1957(1l}. The title under which these
portes were presented had traditionally been "The Econgmie
ffensive of the Sino-Soviet bloc in the less~developed countries®,
at during the last few years severml developments took place
mwhich altered the overall plcture. The Sub-Committee on Soviet
~RBconomic Policy, which is responsible for the preparation of these
*faportsg has thought that the new wording of the title used above
EMCommunist Economic Activities in the developing countries"
l':"“cmvx'capcmd& betier to the contents of the present report covering
Uﬁhﬂ period from mid-1962 to the end of 1963,

2. This ninth report followse generally the ocutline of the
revious one(2). It contains four parts:

Part I Summary and Conclusions

Part II Main developaments of the communist
economic activities in the developing
countiries daring 1962 and 1963

Part IIIX Statistical Annex

Part IV Ansniyeis by country

; cuugs?gné - Pirst Report.
63139 - Righth Revort and AC/127-D/119, Part I1I Analysis
by country.
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3. The Subt~Committee submits this report for consideration
to the Committec of Economic Advisers which may declde, according
to previous practice, to transmit to the Council such parts of it

as may be found relevant,

NATO CONFIDENTIAL

(Signed) A. VINCENT

OTAN/TIATO,
Paris, XVie,
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THE GCONJLUNIZT ECONCMIC ACTIVITIES IN THE DEVELOPTHG COUNTRIES

1, Since the first report(l) in this series submitted in
August 1957, significant developments have taken place in the
Communist economic activities in the developing countries,

Recent evants sugzested that the Soviet/Chinese ideological rift
has by now reachcd a polat that might effect their respecctive
forelgn aid peollicles, Economic penctration eflorts by the Soviet
Inion end the European satellites on the one hand, and Commnist
Crina ¢n the other, seenm less co-ordinated than in the past and
BRI€ 3N, ln eone cases, clearly competitive, Apert from

doviel aid to Inlia al the time of Chinese aggression, the timing
of 8id extended by both sides to Algeria and the Somall Rcpublic,
the more favourable terms offered by Communist China as against
thoze required by USSR loans, the readiness of Comminist China to
extend aid for budgel support refused by the Soviet Union, are
Indicative of increasing competiticn especially in East ATprica.
Althougzh both the Sovieta and the Chinese aim at eliminating
Westzmn influences in the developing countries, to describe such
Cenmnis’ economic nctivities as origirating from "a Sino-Soviet
bloc" would auggest a higher degree of co-ordination than
warrantcd by recent developments,

2. During the ten years period now covercd since the
deginning of the Conmunist econonic penetration, tihe intensity of
their efforts haa fiactuated.  After a rapid start in 1954, ihe
volumes of aid extended and the rate of trade expansion directed
towards the developing countries reached thelr top m.aentum flve
years later and were kEept at that level up until 1960-1961,

They lost apparently much of their impetus thereafter, although

a resumphion of large-ccale ald commitments by Communist countrles
has been reported during the early months of 1964(2). At the
peme tims, Comrmunist economic penetration may become more subtle
and teclinical assistance will probably remain one of the most
dynamic sectors in such efforts, These increasingly

(1) C-M(57)116 - "The gconomic Offensive of the Sino-Soviet

. .. . Dbloc",

(2) Frow Jamuary uantil Mey 1964, £618 million new loans have l.zen
promised by the Conmunist countries mainly to United Arad
Republic, India and Algeria, If this rate was to be
majrtained throughout the year, new ald commitments would
again reach the resord levels of the 1959-1961 perlod.
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sophisticated Communist economic activities repain, thercfore,
dangerous to the iest, although the Communist rulers, taking
account probably of their own economic difficulties, appear
anxious to kegp ithe actual costs of thelr foreign aild programmes
within more closely controlled 1limits,

3 At the reciplent end, during recent years, = coreiderable
namber of developing countries became independent, out some of
them, which do not belong to the Communist world have not yet
reached Western democratic setandards. Notwithstanding the serious
Communist economic penet ation efforts during the difficult
traneition period towards independence, so far the danger of the
Sovieta or Chinese galning control in these areas has not
materialised, although the Communist threat still remains, as was
recently illustrated by the Zanzibar eplsode, The Soviet and
Chinece Communists have apperently recligned themselves to accept
yields from thelr efforts at a much more distant future than
originally contemplated, Cuba raises a special problem, It haa
ostensibly parted from the free world and has become, from an
econcmic point of view, entirely dewendent or the Communist world,
Lut 1t is interecting to follow the development of Communist
assistunce to Cuba in order to assess the cost it entails for the
economies of the USSR, its satellitea and Communist China,

(a) Eﬁttarn of, Cormunist Foreign Aid and Trods in 1962 and

4, The trends that became apparent a year ago{l) have been
confirmed during 1963, They may be summarised as follows:

- a sharp reduction of the new commitments for economic
ald;
- a steady increase of actual expenditures under

existing programmes;
- a further growth of military asesistance programmes;

- a rapld expansion of techrical assistance to developing
countries and training facilities in Communist countries;

- a slaskening rate of trade expansion with the
developing countries,

» Since the end of 1961, the flow of new Communist econqmig
aid commitments has been reduced to about #350 million per year.
PhTs represents less than half the amount extended during each of
the three preccding years 1959/61, when an average of £900 milliocn

per ycar of new economic aid comrmitments had been announced by the

i i

(1) See eighth report C-M(63)39
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Communict ccuntries. In total, since the beginning of the
fereign ald policy intrcduced by the Soviets in 1954 and up to
the sid cf 19c3, abouat 45 billion has thus been rrorised by the
Comaunist couatrlies, This total reaches #£5.5 billion if
ccannmic development aid to Cuba is added,

6. Concomitant with the reduction of new extensions, the

implementatisn of £id proas 8 initiated earlier has requitcd
Targer dellveries ead wniual rawinga on Communist credits have
steadily increased to reach over £L50 million during 1963, By
the lst January, 156L, a total of §1.6 billion economic aid from
cif?%niuz snuggea had thus bheen drawn, while some 3.3 billion was
3 outstending at the disposal of the developin

about SL50 nmillion to Cuba. _ ping countries and

7. The Sovlet military assistance programmes have
sentinved ywabated, makIng use ol all occurring opportunitica:
the military tulild-up of Indoresia at the time of the Dutch New
Guines question, ithe strengthening of the Iraqi Army under the
Kasalm regime, further arms deliverlies to Egypt, military equipment
Tor Algeries, for Indie, even during and after the Chincse
aggr§§313;, end, rore recently, for Somali. By the end of 1963,
roughiy £2,6 biliion had been drawn by the developing countries,
représenting some 85% of the military assistance extended. The
volume of military aild to Cuba, not included in this total, has
fiuctunted. After the withdrawal of Soviet missiles from that
10land, total ailitary aid to Cuba has been estimated to over
A550 million by the end of 1963,

a., Teshnical assistence i1s steadlly growing in importance
in the overa orclga aid ciforts of the Communist countries,

By mid-1963, some 15,800 techniclans (including 4,600 military
advizers) were at work in the developing countries outsidec the
Communist camp, 1.e. more than twice the number of those reported
at the €14 of 1960 (7,400, including 1,200 military advisers).

At one tine, military techniclans in Cuba largely ocutnumbered those
in sll other developing countries taxen together, while oivilian
Communist technicians, at the beginning of 1963, numbered more
than 2,500, At the end of the year the total number of
techniclians currently working in the developing countries (Cuba
excluded) deelined to 14,200 as a result of the large number of
military advisers that left some of these countries during the
sgcond balf of 1963, but the civilian technicians from Communist

- gountries currently in the developing ones further increased

their total number to 11,885, by far the highest figure ever
reached since 1956.

9. cimultaneoucly, the number of nationals from develoring
countries recelving som: kind of training in the Commurist
countries has risen steadily from 1956, the year of the beglnning
of this kind of activity. By 1960, it had reached a total of
11,700, out of which 4,600 were military personnel. From 19%:
t111 end 1963, 37,550 students from 78 developing countries,

—5- NATO_CONFILENT AL
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including 16,200 military personnel had received some form of
training in Communist countries. The size of the military
trairing schemes has thus grown morc rapidly than that of
technical and academic tralning. At the c¢nd of 1963, some
17,000 students (including over 3,000 military trainecs) were
currently studying in the Comnuniat countries, In addition, the
number of Cuban nationals trained in Communist countries in purely
acaiemic and technical fields (thus exluding military training

for which no figure i3 available) had already reached,7,200 at the
beginning of 1963.

10, After a ste.o rise from a very low starting point
durirg the second half of the 1950's, trade between the less-
developed countries and the Communist countries had been growing
Bince E965 at ailmost the same rate as the former's trade with the
free world, At the end of 1962, the annual trade turnover
(imports plus exports) between the developing countries and the
Comnunist countries rose to #2,3 billion(l), representing an
increase over the two years of about 15% over the 1960 figures,
The share of the Communist countries in the total trade of the
developing countries has remained almost constant since 1960, at
gbout 5%, while the industrialised free world (including Japan)
absorbed roughly 70% of the forelgn trade of the developing
countries, If Cuban foreign trade, amounting to over §1 billion
(exports plus imports) were to be included, this pileture would be
fundanentally altered in that total trade of developing countries
would then present a continuing trend of rapid growth, During
the first half of 1963, foreign trade between Communist countries
end developing ones continued to show a moderate expansion
comparable to that noted in 1962 but with a more rapid increase in

Communiet trade with Africa. On the contrary, trade with Cuba
tended to decline,

(b) urden of Forel id on onomjes of the
ommunist Gountries

1l. During 1963, drawinge by the developing countries
amounted to roughly £383 million on credits extended by the
Soviet Union, S60 million on European satellites, and hardly more
than £21 million on Communist Chinese ald. As a percentage &f
GNP, this may be conglidered as a very small cost for Communist
sountries; about ¢ for the USSR, > for the Eurcopean
satellites as a whole and a much smaller fraction for China (0.0Z%).
Even in the case of Czechoslovakia, where ald to developing
covrniries has been mentioned among the reasons for the failure
to Tulfi) the domestic economic plan in 1962/63, it amounted only
to leas than C,2 of GNP, If Soviet assistance to Cuba under its
various forms (development credits, deliveries of consumer goods
covering of Cuban trade derieit, ete.), amounting to about 8360
million in 1963, is included, the burden for the USSR economy

-

(1) Porelign trade of Cuba excluded,
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approaches 0.3% of GNP, More important is perhaps the -
efrect of Corelgn aid on bdelance of paymentapﬁf Cgmmunia:hzgantggza
Do preciese inforpation is avalilable in this respect but the )
erpsricnse of Western countries shows that, even when a la-pe pert
of ald iIs "ticd", there 15 a significant margin of expenditure to
be puld in hard currency. The foreign ald programme has also
indirect effecis on the balance of payments of Communist countries
te the erxtent that 1t absorbs resources which could be exported to
earn hard currercy, or used 28 a substitute for imports frem hard
currency arcas, To the exteat that repayments were to be obiuined
in hard currencies, forelgn aid might not neceasarily constitute

a drain on such currency resources, However, no repayments of
thils kind heve, co far, been reported.

12, ZEconomic ald provided by the Communist world compares
poorly, both in absolute value and as related to CIIP, with the aid
efforts ¢f the industrislised free world, which anaunted in recent
years (1060/62) to en annual average of #5.6 billion governuentsl
asslstance, of which neariy half ccnsisted of grants(l). 1If, in
addition, the flow of net private capital favouring the economic
devolopmont cf the more backward countries 18 considered(2), the
frce world effort in mcent vears 1s currently eighteen times
gractor In ghaclute value than the cconomic aid provided by the
Communlist countries,

13. The general slackening of the rate of growth discernable
during the laet two or three yesrs in all the Communist eccnomies
and the problem of reallocation of resources have, howvever, brought
foreign ald policles to the iimelight in the Communist countries,
Enonomic aid has been increasingly criticised within the Comminist
world end Communist China oan be expected to continue to exploit
the intcraal oppooition against the Soviet assistance policy
favouring nations where "consistently progressive forces are not
in power"(3), At a time when the Communist countries are
corpslled to take measures to redress their own internal
development plens, they will weigh carefully possible political
gains before undertaking stbstantial new aid commitments,

(¢) Results so far obtained by the Communist countries

i, To the extent that economic ald from Communist sources
aims at reduoing Western influence in the developing areas
traditisnally linked to the industrialised countries of the free
world, &and to building up a Soviet or @ Commmnist Chinese prescnce
in these areas, therc 13 no doubt that some results have been
obtained. The influence of the USSR in the Middle East has becn

(1) £5.4 billion of this total is provided by NATO countries,

(2) The net capitel flow from private sources averaged about
#£2.6 billion in 1560/62, and is by itself 6 times larger ilan
the total economic aild provided by all the Communist coun'iles.

(3) PRAVDA, en 7th Ausust, 1963, published in rerly to Chinec:-
eriticism a lengthy justification of the Sovict ald pollcl,
cta~ring thn Chines2 of sowling mistrust of the USSR among the
reoples cf L3la, Africa and Latin Amrerica,

-7 1T _CONPIDENI AL
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conslderably enhanced through the Communist military assistance
programmes in the Arab countries, The economic ald and trade
offensive has encouraged neutrallst policies in many Afro~Asian
countries, The Communist aid experiment with Cabe, by demonstrating
that military and economic assistance will be forthcoming under
appropriate circumstances, may have added confidence to Commnist
subversion in Latin America,

15, On the other hand, as could be foreseen, the nhase of
actual implementation of economic aid programmes proved much
lens glamorous than the initial snnouncements of the extension of
large~sacale lines of creuit and political ylelds of Communist
foreign aid policies have shown a tendency to diminish, A number
of spectacular errors have had to be reported and both the Communist
donor countrics and the recipient developing countries are becoming
insreasingly consclous of the limitations and the real cost of
foreign aid programmes.

16, BEconomic and military ald by itself has not led to the
emergence of Conmunist régimes in any of the reciplent countries,
Countrles like Iramg and Guinea, where bloc penetration had gone
furthest, have recently redressed their balance of neutraliam morec
in favour of the West, Even in the case of Afghanistan whcre a
constant flow of Communist ald has been maintalned since the end
of 1953, the more recent developments do not suggest any further
progress of Soviet influence, The Communist cecountrics still
derive profits from the heavy concentration of foreign aid on a
small number of countries and from their ability to take prompt
action motivated by political considerations on whatever vulnerable
spot thcy might think fit to select, The recent Communist
military aid agreement with Somali may be gquoted as another example
of how the Vest can be outbid by the USSR,

17, It is difficult to amssess the repercussions of the
ideological rift between the USSR and Communist China and of the
internal cconomic difficulties encountered by the Communist countries
on their foreign ald and trade policies, On the one hand, the
present situation in the Communist world may stimulate the efforts
of Mcscow ard Peling and encourage the under-developed countries
to acecept incrcased ald from both at the expense of their tiles
with the West., On the other hand, the schism between the USSR
and Communist China has complicated the task of the Communist
forclgn ald and trade planners, as it introduced a new dimencion
to the growing competition between both leading Communist nations,
Communist China tends to rely on the emotional appeal of raclsm
and close identification with the have-nots, while the USSR seeks
to capitalise on its prestige as a major power.

18, The fact that the previously united front of the
Communist bloc has now openly been broken has damaged the image of
Communism in the developing countries. The effectiveness of the
Communist economic offensive may be further blunted as a
consequence of the recent slackening in the rate of econonic

NATY CONFIDENTIAL -8~
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growth within the Communist countries, since in the past Comm
preosganda had cerstantly stressed the superiority og the unist
Cermmmuriat economie syrtom, presented as a model to be copled for
a sacrt sut to pocsperity.

(4) Erospects

19, Tcr the rcacons explained above, and while Cuba may well
continue to absorb a large portion of the Communist foreign aid
capabilities, it secms unlikely that the volume of actual communist
economic ald exnendilures in the developing countries will rise
significantly above t.e level of 500 million annually during the
coning years, The majJor expcnditures will probably continue to
be directed to the few countries where large-scale economic aid
programmes are already in operation (India, Afghanistan, Egypt).
Some arses cof Africa, and po9ssibly also Latin America, may offer
opporturdities for incrccsed Coamunist ald activities, Economio
and military aid will net of itself produce pro-Cecamunist rdgimes,
Where political conditions result in a successful seizure of powep
by a pro~Communist group, however, Soviet and/or Chinese Communist

aid could be esscntial to its survival and consolidation of power.

20, Learning by experience, the Communist countries can be
expected to seck to improve the political usefulness of their
foreign ald policies by a higher degree of sophistication with the
coabination of a varlzsty of aid and trade techniques and a closer
scrutiny of the potentisl ald opportunities. They will try to
maintain their rosltlions where they have already gained a fooihold
(as in Asia and the Middle East), with possibly some sdditional
lnann, vhile 1n Africa end Latin Amerlca the Communist countries
unay try to expand itrelr influence tc new areas with important aid

. proposals, during the coming years. Anyhow, new extensions will

not he granted before a much more thorougzh examination than in the
past of the advantages the Communist countries may expect to
derive from the d-zl, and Communist economic aid may well be
increasingly concentrated on ccuntries who are most likely to take
the side of the Communist camp in international matters, or where
the Communist countries nave already invested large-scalc
economic aid,

21, Whether collaboration among European Communist countrics
may become more effective than in the past remains an open guuctiion,
tut the USSR will have to devote greater attention to Chinese
competition, and may try to support its efforts to contain the
latter with additional ald offers, particularly in Africa and in
gome Asian countries (Negal, India). The COMECON Bank, which c.ume
into being in January 1964, still has many intra~bloc problems to
tackle betore it cen pley any pcrceptible co-ordinating rdle iu
Commnunist ald policiles. On the whole, it would seem that th:
European satellites are likely to discount ald for ideologicul
reasons and rather oconsider it as an adjunct to their foreign irade
expansion for such comrodities as they sre uneble to sell to c. to
buy from mere alvanccd Western countrles,
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22. The general trend to stress increasingly the technical
assistance slde of economic aid may well be continucd, currcnt
Communiast efforts may concentrate on influencing future key
political and techuical leaders of the developing countries through
training and scholarship programmes and to gain greater sympathy for
Connunist oblectives among the military and other elite groups,
Similarly the prestige of the Communist countries now depends more
on actual performance and achlevement, and the type of projects to
be assisted may be increasingly affected by these considerations,
Pure impact projects alming at spectacular showpleces of no
economic Interest may well become a thing of the past,

23. The future v.lume of Communist military assistance is
more difficult to forecast. Military aid has proved to be
politically effective, and it can be expected that this form of
foreien aild will be continued whenever the opportunity to exploit
contzntions between regional disputants prescrnts 1tself,. The
futere volume of military equipment sent to the developing countries
would obviously be affected 1f an agreement was reached on
disarmament and in particulapr 1f the USSR accepted the Unjited States
proposal not to pass on to the developing countries their surplus
or cutdated military items.

24, As compared with economic aid, the delivery of military
items has generally been conslidered to be less costly than the
irplementation of economic aid. This was especially trze in tne
past, when the USSR could dlspose of technically obsolete
equipment, but, with the increasing sophistication of the
requirements of the developing countries, this advantage of
military assistance over eccnomic aid seems to be declining. The
Comrunist countries are, however, rarely faced with a cholce between
the two forme of aid, as military aid cannot be considered as a
substitute for economic ald and the two forms of assistance are
extended to meet quite different needs,

25, AB fer as trade is concerned, in view of the small share
of Communist compared to Western imports from developing countries
and the possibility that for some years at least the Communist
leaders may be increasingly preoccupled with their own internal
econcmic problems, the future of the developing countries will
coatinue to be ultimately linked to the answer that the West will
give to this crucial question,

g
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I. ECONOMIC ASSISTANCE(1)
(a) Credits extended

26. The value o. new economic aid extensions to developing
countries declined from a peak of over B1 billion 1n°1961 to
£3Bnillion in 1962 and to £362.5 million in 1963(2)., This
reduction to less than half the anmual average of the precéding
three years wculd have been even more sevsre were it not for the
important contribution that was provided in 1962 by the European
satellite countriea, Poland piayed a major rSle in this regard
daring the second half of 1962 by extending a F70 million line
of' credit to Brazil and other important loans to India, the United
Arab Republie and Syria, Czechoslovakia added some of the other
aignificant new extensions. 1in 1963, however, the participation
of the European satellites in the Communist aid drive declined
markedly, reflecting prossibly growing opposition to forelgn ald
in the Eastern European countries. The total economic aigd
extended by the European satellite countries amounted to #230
million in 1962 and to only S20 million in 1963,

27+ Extensions of new economic ald by the USSR did not exceed
A77 million in 1962 and hardly more than #203 million in 1953,
The most spectacular of the S8oviet Union's commitments were
announced during the second half of 1963, when Iran accepted for the
first tine a large-scale Soviet offer of ¥38.8 million loen, and
when Algeria finally received, after prolonged consideration by
the Soviet Union, a line of credit of £100 million.

- 28. During 1962, Communist China practically stopped
undertaking any new commitments for economie aid, but she
resumed her efforts in 1963, apparently in an attecmpt to challenge
the monopoly of Commanist ald belng extended by the USSR and 1lts
satellites, China extended her maln credits generally under more
favourable terms than the Soviet Union (interest free, longer
perlods of repayment, ete,) to Syria, Somali and, by the end of
17%73, following the USSR's move, an interest free loan of
50 million repayable by 1990 to Algeria. In total, Communict
China extended new credits and grants amouniing to some 816 million
in 1962 and J88 million in 1963,

(1) See Part YII - Statistical Annex: Chart I and Tablc 1I.

(2) For summarised information on new economic credits and granis
extended betwesn 1st July, 1962 and 31st December, 1963, sce
Part 1II - Statistical Annex: Table I, Chronological liat of
new economic assistance ccommitments,

-11- ATO CONFIDENTIAL
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(v) Drawings

29. The geographical distributicn cf drawings reflects the
chronological development of the Sino-Soviet ald comnmitrents since
1954. The main rceipients of economic aid deliveries are still
India, the United Arab Republic, Afghanictzn and Indonesia, who
anoag thenmselves abtscry about 70% of all Sino-Soviet aild drawn so
far, The other countries where Sino-Soviet contributions to
economic development play an important r8le are: in the Middle East,
Syrin, Irag and Yemen; 1in Asia, Cambodia and Nepal; 1in Africa,
Guinea, Ghans, Mali end Somali, The flow of Sino—~Soviet economlie
ald actually deliverei continued during 1962 and 1963 to follow the
earlier pattern of dis'ribution, with Africa recelving more active
consideration,

30, Despite the attempte to accelerate the rate of
inmplementation of credits previously extended, the drawings
dur 1963 Aid not increase according to the wishses of the
re¢clplent countries and reports of dissatisfaction as to the slow
rate of utllisation among many Commanist aid recipients became more
frequent. The available outstanding credits by the end of 1963
still amounted to roughly twice the total of aid actually drawn
Bince 1954,

31, In a number of cases where forthcoming local currency
had been inadequate to support the local costs of Joint projects,
the USSR provided commodity credits, Thus #22 million of
previously extended credits were obligated for commodity exports
to Ghana to generate the funds for the local cost element in
Soviet ald projcots. In Guinea, the USSR established a speclal
administration to assumo full responsibility for the complction
of Soviet ald projects,

32, In 1962, about £376 million had been drawn, of which
about Z270 million on Soviet, £94 million on Satellite and Bl12
million on Chinese economic credits and grants. in 1963, thase
figures weret SL64 million in total, #383 million on Soviet,
£60 million on Satellite and #21 million on Chinese economic credits
and grants,

(¢) Regayments

3%. One of the advantages of the flnancilal aid extended by
the Sino-Soviet countries is the possibility of reparment in the
form of local commodities., So far the repaywments on foviet
economic credits have been relatively small and only reached am
significance in the cascs of Indla, Indonesia and Eg Trt. Theymay
be estieted to represent annually a total of soue £60 mililon.
The only country wherc annuzl repayment cbligations have created
'‘a real economic problen is Indonesla, because in additicn to her
economic¢ purchases, considerable indebtedness for militury
deliveries has becn incuarred. The attitude of the Comnunist
countrics to repayment has generally becn tough, even at tie risk
of unpleasantncss,

RATO CONWIDRNTIAL ' ~12-
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II, MILITARY ASSISTANCE(1)

(a) Extensions

34, Although the volure of new military assistance extended,
running at about #600 to FE00 mililon a year during 1960 and 1961,
was reduced in 1962 and 1963, the decline in this field was fap
Trom reaching the proporticne 1t had in the extencion of
economic aid., Necw military ald commitments during 1962 and 1963
were probably of the order of £300 to £350 million a ycar. In
1962, the main recipicnts of military aid had been Indonesia,
Iraq, the United Areb Republic and Ghana, while India and the
Yemen were added to the 1list of recipients of Soviet military
equipment. In 1963 new military assistance agrecments were

concluded with Algeria, the United Areb Republic, India, Cambodia
and Somaldl,

35« It is generally agreed that military aid is politically
more effective than ccoronic ald of comparable size and tends to
ereate strorger links between recipient and donor countries. In
total, since 1955 the Soviet countries have extended about
£3.2 b1llion military aid, of which some 4O was in the form of
discounts and grants and éq& in the form of credits.

36, Of total military ald extended from September 1955 to
the end of 1963, Indonesia remains by far the most important
recipient, followed by the Arab countries (Egypt, Syria, Iraq
and the Yemen), while military aid provided to other ccuntries
(Arghanistan, Ghana, Algeria, Cambodia, India and Somall) may
in pome cases be considered important from the point of view of the

recipient country, but remained relatively small in terms of
absolute value,

(v) Prawings

37. Another advantage of military aid over economic
asaistance results frog its easier inmplementation. Duaring
1962/63, deliveries of military equipment to the above-mentioned
countries continued at a rapld rate. Bloc military aid helped
Indonesia to stage a military build-up on the occaslon of the
conflict with the Netherlands over Dutch New Guinea and assista
her in her opposition to Malaysia,

38, In the Middle Fast, Soviet military ald to rival Arab
acountries now includes the supply of misslles and alrcraft as
advenced as tliose they supply to Eastern Buropean countrles and
even 1f the USSR c¢an produce these readily, the cost of supplying
them has obviously been growing. Soviet military aid has provided
Afghanistan with an increased capabllity to overcome intcrnal
diseension in the tribes. lrag, after the Fcbruary 1963
revolution, decided to cancel her surface-to-alr misslile programme

(1) Sce Part IIT Statistical Annex Chart IT.
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and was reportedly secking to substitute conventioral wcapons
for thesc missiles 1f the Soviets would agree,

39. The Soviet courtries have also undertaken ncgotiations
to resclve the problems of gpares, replacemcnt parts and material
maintenance with India, Irag and the United Arab Republic.

(c) Repavments

LO. As said earlier, Indonesia, who has to pay for more than
£ villion worth of military equipment delivered by the USSR and
some European satellites, has been able to obtain after prolonged
negotiations a reduction in her annual repayment obligations,
Conditions under which military credits are extended usually
remain undisclosed, but it would seem that the period of
reimbursement might be shorter than the generally agreed twelve
years' duration of economic loans, Repayments arc rcflected in
the export trade of the recipient country, although it is often
difficult to indicate the portion of such trade devoted to
reimbursemcnt of military credits.

IIT. TECHNICAL ASSISTANGE(1)

(a) Techniclans in developing countries

L4Ll, The rapldly gathering momentum of Communist technical
assistancc and training programmcs may well Justify added attention
Trom the NATO countrics, Civsilian techniclans and advisers from
communist countries in the developing areas rose from 8,650 by
mid-1962 to 11,215 by miad-1963 and to 11,885 at the end of the
yYear, To this muet be added the number of military tcchniclans

~ assigned to developing countries (2,140 by mid-1962, 4,600 by

mid-1963 and 2,310 at the end of 1563). To some extent thils
incrense reflects the further accelerated implementation of the
projects under the economic assistance programmes. Sirce 1962,
however, the Soviets have started to conclude technieal ald
agreemcnts, as distinet from any mejor c¢conomic credit arrangcments
and by mid-1963 som: 158 of civilian technicians were engaged in
medical, educotion, planning, advisory and managerial actlvities
not related te cconomic asslstance prolecta.

L2, About 75% +  nmunist eivilian technicians currently
at work in thc devel . 4 nations are concentrated 1n seven
countries: Afghanistun, Algeria, CGuirca, ¥Indla, Iraz, the United
Arab Republic and tne Yemen,  Throughout the ear a grouap of
1,700 Soviet techniclans were at work on the Egyptian Aswan Dam.
The nurber of bloc militsry technielans during 1963 increasecd
considerably in Syria, ithe United Arab Republic and the Yew .
The number of military adviaers in Iraq began to decline aftor
the fall of Kassim in Fetraerz 1963, while in Indcnecsia ¥ the total
number of military advisers left during the 2nd half of 1963.

(1) Seec Part III: Statisticnl Annex Chart I7T @ ™nle III
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L3. The West obviously greatly outnumbers the 144,200
civilian and military pcrsonnel from the Communist countries at
work in 30 different developing countries of the free world.
Although there is so far no evidence that the Sino-Soviet
vechnicians have been engaged in political activities{(l) to the
extent that they occupy strategic positions, as for instance in
the central planning administration of the recipient country,
they may b¢ able to inflaence the development of an econowmy in
such a way as to cxtend or reinforce itas conncction with tae
Communist bloc and thus create links that may prove later
extremoly difficult to aever,

(b) £ nationals of devecloping countries in the
. bloc

L. Approximately 14,400 academic and technical students
during 1963 woerc currently being trained in Communist institutions.
In addition at the end of 1963, some 3,000 military trainces were
reportedly enrolled in military tralning programm:s in the
Communist countries. The bulk of the academic trainces comes
from various African countries, while the group of technical
tralnces conslsts malnly of Indian, Indonesian, Egyptian, Guinean,
Malian and Algerian nationals. The major portion of the military
trainees came from Indonesia, Algeria, Yemen and Syris,

45. The efforts of the Communist countries to enhance this
prestige through the provisions of educational facilities for
atudents of the developing countries received much unwelcomec and
adverse publicity during 1963, The substantial exodus of
African students from Bulgaria after the February student
demonstrations in Sofia, the serious incidents following the
death of a Ghanalan student in Moscow in mid-December and the
persistent dissatlisfaction of students in other bloc countries
since then has shown to the Communist leaders the difficulties
involved in this kind of ald, The maln grievances openly
expressed hy the students from developing ocountries include
raclial diserimingtion and segregation; excessive political
indoctrination; exploitation for propaganda purposes;
restrictions of personal wmovement, assoclation and expression and
dissatisfaction with academic ourricula, There are many
indicatlons, however, that the Communist countrics intend to
pursue their programme for training personnel from developlng
countries and that the developing countries will continue to
accept scholarships in view of the lack of badly needed education
fecilitlies., The expansion of the "Pcoples Fricndship Urniversity"
in Moscow is making further progress and enrollment for the
1963/64 academic year will exceed 2,600 according to an .
announcement by the rector. In November 1963, o new Institute
for foreign students was opened in Sofia, apparently in an
attempt to isolate foreign students from Bulgariens and thus 1o
reduce future tensions,

(1) However, in Guinea, Sekou Touré has mentioncd Soviet civilinns
among the clements which allegedly attempted to foment the
overthrowy of his govern:ent,
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46, The significance of the 14,400 students and trainees
from developing countries currently in Ceommunist countries has
to bg seen in relation to the eduzational efforts of the West,
In 1962, there werc reportedly some 80,000 studcents from
developing countries in universities and technical education
instituticns of the Urited Kingdom, France and the Federnl Republic
of Gernony. In addition, 43,000 were studying in the United States
and another 7,500 in Italy, Canada, Portugal and thc Benelux
countries(l)., In the field of academic and technical training
facllitiea, the West has obviously more to offer than the Communist
countries and the number of natlionals from developlng countries in
the West is almostl0 times greater than that of such students and
trainees in Communist countries=s, Nevertheless, in absolute terms,
the number of students going to Communist educational institutions
is already subatantial and their numbers may well continue to
increase in coming years,

47. Western selection methods, by stressing academic
achievement, often tend to recrult privileged pupils of missionary
schools and scholarships do not always provide fully financial
support. By walving academic and language requirements, the
Soviets encourage the poor, less-educated students; they generally
offer stipcnds which include travel expensea, food and lodging,
tuition fees and vven ¢lothing allowances, Such students are
frequently selected from among the younger age groups; their
courses cover a longer pericd of time than in the V¥est and once
selected ti.ey can expect to be supported until they receive their
degrees. Although many complaints have been raised, it appears
that the Soviet system still presents the advantage of extending
educational facilities to bright students whose financial
situation prevents them from considering alternatives in Western
countries,

IV, IRADE(2)

(a) Overall trade

48, According to the official trade statistics reported by
the developling countries who entertaln trade relations with the
Sino-Soviet bloc, total imports and exports to and from the Sino-
Soviet countries inereased rapidly from 1954 to 1960, From 1960
onwards, the rate of increase slackened, 1961 irdicating only =a
& inerease over 1960, In 1962, a 12% increase was reoported
which showed an improvezmen? but remzined w:1ll below the 204
around gains of earlier years, During the first half of 1963,
total trade turnover increased by 13% over the comparable period
of 1962, The share of the USSR in total trade of Commurist
countries with the develoring onese, 1ncreased slightly at tae
expense of the Europecan satellites.

{1) On the basis of informaticn provided by Western countries to
QOECD, see Angus MADDISOI! "1he rdle of Techrical Assistance
in Economic Development in the OECD Observer, No. 7,
December 1963",

(2) Sce Part 1V: Statistical Anmex Chart IV and Table 1V.

NATO CONFIDENTIAL ~16~



DECLASSIFIED - PUBLIC .DIS:':CLOSURE / DECLASSIFIE _ MISE EN LECTURE PUBLIQUE

=17~ NATO CONRF

L9. The share of Communist countries in total trade of
uncer~icveloped eountries remained at about 5% but the Communist
2enntries contirme to ccoupy a predominant place in a linited
rankor of gcleated daveloping countries. They are, for instance
supplylng more than half the imports of Afghanistan and about a
quarter or the imports of Uall and the United Arab Republic.
They provide betwoen 15 and 20% of all Indonesinn, Burmese andg
Cambodian irports., The Communist countries are also proviling
a signifgcant mariet for some developing countries, absorbing
about L5k of the exports of the United Arab Republic, about L0
of the exports of Af,‘hanisten and Mali, between 20 and 25% of
Syrian end Guincan exports and more than 10% of Uruguayan,
Sudanese, Burnesc, Cambodian, Ceylanese, Indian and Indoresian
gxporis,.

50, " rts from Commnist countries to the developing
countrice ¢f ithe free wcrld have in recent years increased more
than imports from these countrles, While total trade rose from
E107.7 mi'lion in 1954 to $2,289.5 milllon (1954 = 100,

1962 = %22), imports by Communist countries from developing
cecuntrles hove rorained almost at the same level since 1959

(2654 = 120, 1362 Sino-Soviet imports = 292), The recent growth
of toual teroade is thua malaly the consequence of increased
deliveries of ecapital goods from Communist countries to
developing ones, In 1954, total orts from Communist countries
to the developing ores amounted to 30 million and have since
increased fairly steadlly tgégl,laa million in 1962 (1954 = 100,
1962 sSino-Soviet exports =

(b) ¥ain developments

51. The importance of credit extensions has been incrensingly
stressed ns ataesis for a substantial expansion of trade between
Communi: ecountries and the developing ones. In view of' the
balaace of payments problems of some of the developing countrics
receiving aid from Communist countries, there has becen on the
Comnunist silde an increasing tendency to link future aid more
closzly with bilateral trade. In 1963, India and the USSR had
been negotiating an agreement according to which the USSR would
undertake to construct consumer goods factories oa credit, with
repaymci: to be made eventually by exports of the goods produced
therein. Such agreements had been devised earlier and proposed
by Czcchoslovakia, The trade agreement betwecn the USSR and
Indonesia providcs for an annual Indonesian trade surplus of
£20 million, which will be used to repay part of the Indoncsian
debt obligations,

52, Tho Soviet Union has for many years owned and contpol'ed
in London & bank, the Moscow larodny Bank, which specialires in
finaneing the convertible currency trade of the USSR. After
viaits by officials of the bank to the Lebanon and clsewhere in
the Middle Fast, Afriza, Mexico and Cuba, a ncw branch has been
opened in Beirat in the hope of dcriving greater advantages froa
convertible currcncy traie transactions in developlng countrius,
without abandoning the “ilateral arrangcaent system,
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53. Some developing countries have been expressing
diesatizfaction with their bilateral trade arrangements with the
Comaunist countries. Ghana has proposed that trade and payments
agreements should be renegotiated in order to ensure periodic
setitlements of the bllatersl accounts in hard currencies or
otherwise to provide for the payment of interest on the outstanding
trade balances. Indonesia is attempting to liguidate its
clearing agreements with the European satellites with payments
to be effected in freely convertible currency, while at the same
time trying to guarantee a trade surplus by binding agreements with
reaspect to the total value of trade, Brazil, after running a
favouravle trade balanc» with the bloc for two years, has
managed to include in its new five~year trade agreement with the
USSR, a provision by which Brazil can use the surplus on its trade
with the USSR to finance imports from the European satellite
countriesa, provided the latter agree. Such polygonal trade,
though a far cry from multilateralism, might facilitate Brazil's
trade with the Soviet countries,

(c) Recent trends

54, Price movements during the 1960s have resulted in a
15% decline in primery product prices, actompanied by an 11%
increase in the average unit value of manufactures. The
deterioration in the terms of trade was more or less continuous
from 1954 to 196l1l; 1in 1962, commodity prices were firmer, and
in 1963 have on the whole remained stable, with the exception of
8 considerable increase in the price of sugar and a steady
decline in that of natural rubber, The long-term outlook for
the further evolution of primary product prices is not
encouraging for the developing countries in the light of further
technological advances and shifts in consumers' preferences.

55, Against this background the Communist countries generdly
portray themselves as having economies whose demand for a wide
range of foodstuffs and consumer goods enables them to absorb the
sgricultural surpluses of primary producing countries. In
addition, they claim that their planning system allows for the
provision of stable markets in terms of both prices and quantities
for products from developing countries. Trade statistics have
often contradictad these claims and trade of Communist countries
L.as shown wide fluctuations in the volume of purchases from year
to year, quotas included in bilateral agreements have frequently
not been met, developing countries have occasionally found it
difficult tc obtain from the Communist countries the kind of goods
and cquipuent they wanted most and the prices paid for the primary
comodities cexported, 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 unfavourable long-term trends for such price movements will
continue to make trade with the Communist countries attractive.

NATC CONFIDENTIAL -18-
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56, The recent firmer trend in primary product prices is
meinly due to increased economic activity in the United Stetes,
and the maintenance of a high level of demand in Viestern Evrope,
The increasing volume ol credits for [rnvestment goods extended
by the West, the negotiation of international commodity ogreements,
protective measures favouring selected producing countries, have
all heiped to alleviate the adverse movement in the terms of
trade. Most important of all is the growing awareness of the
free world of the importance of this problem, which presents =n
major challenge to “he free world on international economic
relations.

-15- NATQO CONPIDENTIAL




DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

21~ NATQO CONFIDENTIAL
AC/ TeT=D/170

PART III
STATISTICAL ANNEX

Chart I: Economic aid extended by Communist countries
- recapitulative totals 1954/63;

-~ c¢redits and grants extended to and drawn by less-
developed countries of the free world from 1954 to
1963 ‘nclusive,

Chart 1I: Military aid extended by Communist countries

- 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 IT1: Technical assistance provided by the Communist countries

- e¢ivilian and military personnel (technicians experts
and labourers) in less-developed countries of the
free world (half-yearly situation from mid-1956 to
end-1953 ) »

Chart IV: Trade between Communist countries and the less-
eveloped ones of the free world outside Rurnpe

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

Tgble I: Chronological list of new eccnomic agssistance
commitments \credils enu gients) undartaken the

Communist countries and accepted by the deveioping
countries o% the free world during the period from
Tot July, 1967 Ti11 TIat December, 106

Table II: Economic credits snd grants extended by Communist
countries and drawn e developing countries of
The free world ouftside Europe

{Recapitulative totals January 1954 to December 1963)
country breakdown).

Table III: Civilian technicisns from Commurist countries in tre
eveloping couniries

Situation as at end-1963
Table IV: Trade of developing countries with the USSR, the

Furopean Satellites, Gomrunist Ghina and its Asian
§at§flites ;lgég; i§§1 Eﬁd 1?62!

A, Imvorts
B, Exports
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i CHART AC/127-0/970
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AID EXTENDED BY COBAUNIST COUMTRIES

RECAPITULATIVE TOTALS 1955/41
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CHART 11

TECHNICAL ASSISTANCE PROVIDED BY THE COMMUNIST COUNTRIES

PERSONNEL (TECHNICIANS, EXPERTS AMD LAROUREPS) IN LESS
DEVELOPED COUNTRIES OF THE FREE WORLD OUTSIDE EUROFE (1)
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(1} Minimum astimates on @ &6 monthly basis of Communist personmsl in less developed countries of the Free World for o
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to the one included n previous reporis undar the same heading in thot Cuba has been excluded from the list of Free
World lass duveloped countries.
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TRADE BETWEEN COMMUNIST COUNTRIES AND LESS DEVELOPED
COUNTRIES OF THE FREE WORLD OUTSIDE EUROPE (1)
ANNUAL TOTALS (IMPORTS & EXPORTS) AT THE END OF EACH YEAR
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July 1962: (1) Poland - UAR(Egypt): #20.0 million{credit)

- Purchase of industrial equipment and
technical assistance

- Repayment in commodities

(2)  Czechoslovakia - Burma: #2,2 million
(credit)

- Agricultural equipment (1,000
tractors, lorries, ploughs and a
tractor assembly plant)

- 2.5% interest, repayable over
12 years

(3) USSR -~ Ireq: %1.4 million (credit)

- Addition to the line of credit for
economic development extended in
Karch 19595

- 2,5% interest, repayable over 12 years

August 1962: (4) USSR - Burma: #3.8 million (credit)
| = Irrigation dam in central Burma

- 2.,5% interest, repayable over 12
years with deliveries or rice

Septenber 1962: (5) Bulgaria - Algeria: 20. %t?lllion (relief
gl"dn

- Medical mission, medicines, 50 beds

Czechoslovakia — Algeria: £1.0 million
(6) (relief grant)

Medical mission, clothing, medicines
(7) Soviet Zone of Germany - Algeria.
$0.5 million (relief grant)
- MWedical supplies, clothing

i
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(8)

(9)

{10)

(11)

~32-

Hunmary - Algeria: £1.0 million
(relief grant)

- Equipment for a 100~bed hospital

Poland - Algeria: #1,0 million
(relief grant)
- Sugar, wheat, fruit juices, soap,

10 ambulances, dental equipment, a
medical mission, various commodities

Communist China - Algeria: £0.5 million
(relief grant)

- wWheat, construction steel, medicines

USSR -~ Algcria: 81.5 million(relief grant)

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

October 1962:

(12)

(13)

Poland - Morocco: $12.0 million(credit)
- Imports of capital goods and equipment
- 3% interest, repayable over B years,
20% in cash and 80% in Moroccan goods
Hungary - UAR(Egypt): $23.0 million(credit)

— Capital goods and equipment,
including £12.0 million for railway
rolling stock

- 2.5% interest, repayable over 8 years

November 1C62:

(14)

(15)

(16)

Poland - Syria: $15.0 million (credit)

- Purchase of industrial goods and
services for development projects

- 3% interest, repayable over 8 years

Poland - India: £32.5 million(credit)

- Development of coal mines and
equipment for coal industry

- 2.5% interest, repayable with Indian
commodities

USSR/Czechoslovakia - Yemen:

- No details available

NATU CONFIDENTIAL
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December 1962:

(17)

(18)

(19)

(20)

(21)

(22)

-3 NATO CONFIDENTIAL
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Poland ~ Brazil: B70.0 million
(line of credit)

-~ Various economic development projects
including $26 million for a 200,000 kw
thermal electrical station, the
largest of the kind in South Americay
and #7.5 million for steel rails for
the railway system

- 3% interest - repayable over 7 years

USSR'-"Lags: 82.6 million (grant)

= 4 transport aircraft and 1 helicopter,
a 200-bed hospital, and a 50 kw radio
station

USSR -~ Laos: $5.0 million (credit)

- =-Construction of a hydro-electrie

station on the Nam Nhiep River and
several small installations

- 2.5% 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
million (grant)

- Various gifts (photographic equipment,
sports goods, etc.)

Communist China - lLaos: $4 million
{credit)

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

Czechoslovakia - Brazil. Amcunt not
available (credit)

-~ Loan to a private Brazilian firm for
the establishment of a shoe factory

February 1963:

(23)

Communist China - Syvia: £16.3 million
B (credit)

~ Industrial equipment and machinery,
technical assistance for implementation

- Interest free - repayable over 10 years
starting lst January, 1976

-33- NATO_CONFIDENTI ‘L
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(24)

=34~

Bulgaria - Tunisia: £1.5 million(credit)

- Construction of a "Sports' City" near
Tunis

- 3% interest, repayable over 5 years

March 1963%.

(25)

(26)

USSR _~ Afghanistan: £5.5 million(credit)

- Addition to earlier line of credits
including 1.5 million to generate
local currency for Soviet aid projects

USSR — Burma: £2.6 million{credit)

- Purchase of 1,000 tractors, spare
parts, accessories, and other
agricultural implements. Technical
agsgsistance in tractor assembly and
maintenance, Training in the USSR
for Burmese tractor technicians

April 1963:

(27)

(28)

Poland -~ Ceylon: 86.4 million (credit)

- Complete industrial plants, machinery
and equipment including g1.2 million
for a hardware factory

~ 5% interest - repayable over 8 years

USSR —~ Czmbodia: #12,2 million(credit)

- Hydro-electric power station on the
Kamchoy River

- 2.5% interest repayable over 12 ycars
starting 2 years after completion of
the work

May 1963%:

(29)

(30)

(31)

Bulgaris - Algeria: £6,0 million(credit)
- Construction of = textile mill, a
tarmmery and an electric motor factory
Czechoslovakia - Indonesia: £5.6 million
(credit)
- Purchase of trucks and lorries

- 5% interest, repayable over 6 years

Communist China —~ Yemren: £0.2 million

(grant)

- Wheat, proceeds of the salcs to be
used for governmental operations

NA'2O CONFIDENTIAL

-



DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

June 1963: (32)
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USSR - UAR(Fgypt): #44.4 million(credit)
- Unspecified industrial projects

July 1963. (33)

USSR - Iran: £38.8 million(credit)

- Conatruction of a jointly fin-nced
dam on the Soviet-Iranian border;
eleven grain silos; sturgeon
hatchery, dredging

- 3,6% interest, repayable over 12 years
atarting after completion with
Iranian exports

August 1963: (34)

Communist China -~ Somalia:
220.0 million (credit) £3.0 million{(grant)

= Credit for economic development
« Grant for budgetary support

September 19635: (35)

USSR - Algeria: $100,0 million (line of
credit)

- For economic development (primarly in
the field of agriculture) and
technical assistance, including
delivery of 500 tractors, construction
of tractor stations, development of
cotton and sugar beet cultivation;
land reclamation; plants for
processing agricultural products;
technical assistance for development
of Saharian oil and gas resources

- 2.5% interest - repaycble over
12 years

November 1963%: (36)

(37)

Communist China - Algeria: £50.0 million
(linc of credit)

—~ Economic development projects and
budgetary assistance

~ Interest free, repayable by 1990

Czechoslovakia - India. 850 million
(credit)

-~ Czechoslovakian participation in
Indian economic development plan

-35- NATO CONFID&NTIAL
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TABLE II
COMMUNT 5T ECONOMIC CREDITS AND GRANTS3 EXTENDED TO AND DRAWN
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Recapitulative totals January 1954 - December 1963
(in million US #)

Recipient Extended by Extended | Drawn
country CSSR Bastern| Communist Total Total
| Zarope China
MIDDLE EAST 952.5 267.5 38,2 1,258,211 491,.0
Cyprus 0 1.3 0 1,3 0,9
Iran 39.4 6.1 0 45,5 6,6
Iraq 183.9 33.6 0 217.5 79.0
Syria 150.5 L2,6 16,3 209.4 50.2
UAR(Egypt) 553,0 182,9 L7 0.6 | 320,1
Yemen 25.7 4w 1,0 17.2 L43.9 3.2
AFRICA 527.8 190,.8 139,1 857.7 160,.3
*“
Algeria 100,.6 8N 51,8 159,8 3.8
Ethiopia 101,.8 11,8 0 113.6 7.4
Ghana 88,8 81,5 19.6 189,9 28,3
Guinea 73.1 25,2 26.5 124.8 65.9
Malil 5545 22,6 19.6 97.7 29.3
Morocco O 17.2 0 17.2 5.1
Somall 57.2 5.6 21.6 84.4 iL.3
Sadan 23,0 0 0 23,0 2.9
L_ Tuniaia 27.§;ﬂ 19.5 0 L7.3 3.9
ASIA 1,789.7 4L70.3 275.0 2,535,0 926.6
Afghanistan L93.5 7.1 o} 500.6 251,2
Barma ' 13.7 1.5 84.0 99,2 16,7
Cambodia 2l.4 5-‘4» Lo.4L 76.2 45.9
Ceylon 30.0 10.4 36.8 772 21,3
India 811.1 221,2 0 1,032.3 384.3
Indonesia 268,.9 224,6 574 €50.9] 178.8
LaOG 7.6 0.1 uoo 1107 1.5
Nepal 10,3 0 L3.b 53.7 12,7
rakistan 33.2 % 8] 0 33.2 4.2
IATIN AMERICA 100,0 189.1 0 289.1 402
Argentina 100,0 3.7 0 103.7 36.7
Bolivia 0 1.9 0 1.9 0
Brazil 0 183.5 0 183.5 35
TOTAL 3,370,0 L,940.0)1,618.1
Ero _memorins
Cuba

NATO COMFIDENTTAL
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1E ITL
COMMUNIST CTVILIAN TECHNIC iy _.;._ID...
gl
(persons)
v Eastern Commmist
Area & Country USSR Zurope Chira TOTAL
i

MIDDLE EAST L,085 €85 20 L,79C

Cyprus OAﬁ 65 0 €5

Iran 5 0 0 5

Iraq 1,000 175 Q 1,175

Syria 140 150 0 290

UAR(Egypt) 2,115 290 0 2,405

Yemen 825 5 20 850

AFRICA 1,520 1,345 225 3,090
Algeria 25 525 v 50 600 1

Ethiopia 120 10 0 Z0

3hana 220 120 N.A8, 3b0

Guinea 1425 320 135{b 880

Mali 285 120 Lo(c w5

Moraceo 0 25 0 25

Somali 330 15 0 345

Sudan Bo 10 0 90

Tunisia 35 200 0 235

L

ASIA 3,240 L75 225 3,940
- » . g

Afghanistan 1,810 T 105 0 1,915

Purma L5 10 35 90

Cambodia 50 10 95 155

Ceylon 35 45 5 85

India 735 225 0 960

Indoneaia L350 75 0 505

laos 5 | 0 o 5

Nepal 30 5 90 125

Pekistan 100 O 0 100

b

LATIN AMFRRICA 5 60 0 65

Arvcent lna ) 1 o 30

Bolivia O 10

Bragil 0 25
TOTAL 8,850 2,565 L70 11.88.5‘-"1

| - - — . R g gy e PO R R T

(a) Minimum estimates of the number of persons present for a
period of one month or more. Peprsons engagad solely 1in
comnercial or military activities are excluded. Nunbers are
rournded to the nearest five,

b) Including 30 North-Vietnamese techniclans,

¢) Including 5 North-Vietnamese and 10 North-Korean technicians,

-39~ NATO CONFIDIMTIAL
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TRADIC OF DEVELOPING COUNTRIES WITH THE SOVIST COUNTRILS

L UMY )

TTS ASIAN SATELLITES

Notes referring to Tables IV.A and IV.B,

All data sre based on official trade statistics of the
developing countries unless otherwise indicated as estimates

(See (f)).
(a) Annual rate
b) Annuel rate
c} Annual rate
d Annual rate
e; Annual rate
f Estimate

based
based
based
based
btased

on January/March figures

on January/June figures

on January/September figures
on January/October figures
on January/November figures

(0) in the column of % of total trade represents less

than 1%

n.a, = not aveilable.
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ANLLYSIS BY COUNTRY

Intreductory Ncote

Pert IV contcins a short analysis of the Commmnist
attempts at economic peneiration in those less~developed
countriaes where such efforts have been most noticeable during
the period, mid~)962 to end-1963. In order to provide the
economic boclipround for focilitating the evaluation of the
Communist econcmic rciivities, a brief description of the
prevailing economic situetion during 1963 of each of thcse
countries has beecn @ided,

Tor each individual country, a table sumerising
past economic pid, technicol assistence end troale has been
included to indicante the overall size of the Conmunist cconomic
efforts since the beginning of these activities in 1954,

The term, “Communist countries" refers to the
following countriea; +Lhe U38BR, Communist China, ond tho
Buropean sntellite countries; (Bulgarie, Czechoslovakia, the
Soviet Occupiecd Zone of Germany, Hungary, Poland and Rounania).
The term may occasionally include Ncrth %orea and liorth Vietnam,
neither of which are normally a donor of aid, It will be noted
that the term does not include Yugoslavia,

~{5= NATO COKFILETI.L
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- AC e (2047 11
ANALYSTS BY COUNTRY
CONTRMTS
Eocragraphs
MIDIL.Z EAST
Cyprua L -5
Iran 6 - 11
Iraq 12 - 19
Syria 20 - 26
UAR (Egypt) 27 - 35
Yemen 36 - 42
AFRICA
Al geria 43 - 53
Ethioris 54 - 62
gleaa 63 ~ 76
Guanen 77 - 87
Mall a8 - 97
Morocco 98 - 1C5
Boueli 106 - 114
gudan . 115 - 121
Tunisia 122 - 129
Other Af=iean countries:
A, General 130 - 131
B. 'est Afrieca
Scmegnl 132 - 136
Cumeroun 137 -~ 139
Dahoney 10 1Ly
Niger 1L5 = 147
Higeria 148 - 154
Ce Hent Africa 155 = 156
Tanganyika 157 - 158
Uganda 159 - 160
Kenya 161
ASTA
Afghonistan 162 - 171
Burma 172 - 181
Combodin 182 - 190
Ceylon 191 - 199
India 230 - 220
Tndonesia 2z1 - 237
Leos 238 - 246
Nepel 2./ - 254L
Pulkisten : 2. - 263

{!_f» : ,-".‘,.) P _'-:';IZ‘I_..'._
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WMERICS

Argonting

Lolivin
Brazil
Chile
Moxico
Pcormua
Umaguay

CONPIDENTIAL

Other Latin /mericm. countrics

AEDondxs

Cubn

TV_CONFIDE. "

1

271
282
297
30l
358
312
317

322

336
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MIDDRYE T

(Population: 0.6 milliom)

Enonaic sitacticn

| p I The Cypriot cconomy is traditionally based on agricultura,
Climntic conditicns are, howaver, highly uncertain nnd agricul tural
ontput suffers rasular’y from érought, In rddition, forninz wiits
tro araken up iato a rnuwbor of small holdings whose profitability

- in mert ousesa raraing guestionable, FMoturnl resocurces arc limitcad

and coneist moinly of chrcme, Asbestos, copper and iron ores,
Emoll-secic indastry is concantretcd in the copitel, Nicosin, cnd
in tle ports ol Fomagusta, Larnace nnd Liinvessol, 7The countiry had
hoped that tourisa would help to redress its adverse trrde bali-ncze,

d 1% wos doriving large benefits from the United Kinglom mili-

tary bacas on the island,

2. During 1903, thc cconomiae situation in Cyprus romained

- precurious, Jepehding heavily on external financirl cid. In corly

1962, tho TBRD ecxtended a 821 million loan to cover thrcc-quartcrs
f *hz coest cf o rroject for an electric power stot'en, Tho
Unitod 1ingdom participoted in vordious clectrification projeccts
and crtonded n £5,6 million eredit supplemented by a 2,8 auilion
loan fram the Federal Republio of Germany in mid-1967,

Xe Cypres wags attompiing to obtoin additionsl nid from
Yestern Earopaan cuuntries when ot the end of the ycar cconomic
conaiderotions were comnletely overshadowed by the deterioretion
of the politlccd eituation,

Cormalat economig activitiss
(n) PReaepitnlative totnls

Escnomic oid 1994/6%:
(million US #)
1 |
ArExtended Drown utastanding
on 1.1.64, |
UESR - - - ‘
Buropean sctellites{l) 1.3 0.9 Ok
Cummuniot China - - - J
TOT/L 1.3 0.9 O.bL J
(1) Polana

25- NATO CYEIDE
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Lenlinicenl assistonce as of 3lst Decomber, 1963

Commwnist eivilian tcabinicians in the country: 65

Nunther of nationals being treined in Communist countyles: 170

Irade

(million US #)
Exports Imperts

S60 §1951 {1962 (1960 1196l (1952
USSR 0eb6 | Lo f 2.8 § 0,6 | 1.7 § 1.7
I‘.‘-‘uropcnn satcllitos 0.8 1-0 lohﬁ 2.0 105 Lhﬁ
Coymmist Chinn - - - - - -
TOTLL 4] 2L 31 | 2.7 § 3.2 { 6.2

L8 % of totcl trode 3 5 5 3 3 5

(b) Rgzent developmonts

e After consideradblec delay, Poland startcd work on the
Pamoguste port during the sceond half of 1962 under the ceonoumic
nid agreomont signed earlicr. rAbout 60 Polish tcchnicicns have
since boen working on this project,

5« Cypriot trado with thc Commnist countrics rosc signifi-
econtly during 1962 over 1961, mainly as a result of inercased
Cypriot imports from the Buropenn satcllite countrics, as weoll es
inereansaed oxports to the USSR ond tho Europoan satollites, The
share of the Commnist countries in total Cypriot trade rose from
3% in 1961 to 5% in 1962,

Ni,TO_CONFIDTINTIAL —5¢~
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PN |
(Pecpulation 22,2 million)

L A 4
Econords situcticn

6, 4Lt the end of 1562, far-rcaching social, e~anomic and
rolittcal changes ware introduced, After the January, 1963
rcforendum, the lend reform programme stertcd to bo implemcnted;
the former big lendowners were cxpropriatod nnd the development
of agricultural co-operatives was encouraged, The third {ive-year
plen for economie dey<lopment was under revision nnd agriculture
will he credited with more attention then had originally been

oontemplated,

Te Lfforts were made to put &n end 4o the economic recession
which had been going cn for the previoua two yearus, and vhich hogd
Lacn worcened by 2 sirious decline in the rate ol investment furing
1961/1962, Cil esntinues to piay 2 major r8lc in the Irenion
economy; production increased fram 65.4 million tons in 1962 to
72 m1)lion tons in 1963, thus maintcining o stondy rate of grovth,
and ensurinz a lasting sovrce of revenue in hard currency.

Pelroleum cxports ceccunted for 87, of total cxports in 1962,

8. Iron has still same dAifficult years aheanl, but the basic
footors = high oil earnings, adequate rescrves and bank liquicdity,
an oxeollent harvest in 1663, and continued politicol statiity -
moy help to restoire foreign investors! confidence, The IBRD hns
been participoting in the financiel efforts necessairy for ¢canomlc
development by extending #£35.4 million in 1962 aad #£10,2 oillion in
1963, thus bringing 1ts totcl contributions since 1957 to £18¢8,1
million, - The industriclised ¥eatosm gountrics have maintainzd o
constant filow of eredits and gronts from offioisl sources amounting
to obout F70 million cpnually daring the 1960e, Jamong the most
rceant develcpnents in thie ficld, the loan of 60 million cxi-nled
cn 13th Lecenber by Prance for partieipoation in tho developmont of
puch industrial sectors as petro-cheritécls, television, tecle-
comminications and electricity may be noteds

Goumnict oq amic nctivities
(a) Recapitulative totals
Economic aid 1954763
(million UsS _#)

Extended Drawnm ] Outat:mdjn,:-!
' 1 ¢ on l.l.60
USSR L 39.1 | 0.5 | 38.6 ‘i

4
Furcpean satellites 6.1 6.1 ¢ - l
Communist China - " l - ]
TONL 45.2 | 6.6 | 386

- W OINP DT
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Teomicn) agsistrence as of 31at December, 1963:

Commumist cilvilion technieians in the country: §
Number of nationals being trained in Communist countries: 15

Trade
= (million US g)

! | Exporis Imports
11960 1961 ' 1962 | 1960 21961 §1962—i
USSR 11706.1 2747 1 23.9 1 27,3 116,3 116,6 |
European satellites 10.4 {15.6 113,12 113.0 115.3 {10,9 !
{ Communist China (a) (a)}] ~ ! = (n) } (2)
TOTAL 28,0 |3343 ;27,0 {30,3 |33.6 |27.4
| A8 % of total trode 3 4 3 5 5 6

(a) Less than ﬁ50,o;)o
(v) BRecoant developments

9% Since Iran's unilatoral declaration in 1954 thot she would

- permit no foreign missile bases to be established on her torritory,

her relations -‘1th the USSR showed & marked improvement, Throughout
the second 1. ° ~ ¢ f 1962, there wns a noticeable increasec in
Scviet/Irani r ultura) and educationsal exchanges,

10, On the 27th July, 1963, Iran entered into her first
agroemont o economic aid with the USSR for the joint dovelopment of
tho Arns River, which marks the boundary dbetween Iran and the SSR of
Azertaijon, The total amount extended by the USSR is cquivalent to
£38,8 million, to be repaid by Iranion exports over twelyvec years,
storting after oampletion, and bearing an interest of 3,65, This
amount is8 to cover pert of the jointly-financed dem on the
Soviot/Iraniaon border, the cost of 11 grain ellos, a sturgeon
hatchery on the Cospion shore and the dredging of the Iranincn ports
of Pahlavi and Bandar Shah,

1l Iran's commercinl reclations with the Communist countrics
ineluded the annucl renewnl of trade ngreementa for 1963/6L with
Czechoslovakia, Pcland, Hungary and the USSR, During 1902, Iran's
totel trade with the Communist countries increased slightly at about
the samo retc os the country's overall forelgn trade,
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AR
(Popnlation: 7,0 million)
Economic situation(l)

12, 4fter the Fehrurry 1963 revolutio: t..{ ouste. w.gsin,
the Bo'lathist Goveimnent intended to divert its development
resnarces nalnwy 1o industry, road and bridge constrmact:on, and
agrisultural expansion, However, the Governmont's frecdom of
cetion in revising the nlan set up by Xmssim wia limited,

13, Petroleun produelion, which stegnated under thoe Kossim
ré-ine, inereased from 49,2 millicn tons of crude in 1962 to
56,5 midlion tcns in 1963, On the other hond, wheet production
was bedly hit by a fungus infeotion ond suffered, in the
sorthern poesrt of the country, fram the June resunptian of hoctili-
ties botween the army ond Kurdish insurgents, A4t thc end of tho
year, the estinates for the yerr's orop were lower than those of
any cf the proccding six yeers,

. 14, Tae new résine turned to the Viestern countries for the
dovelontent or trade nnd to obtein eeonomla ald, During the
second helf of 1963, the United Stetecs, thae Federal Republic of
Geymeny and Itoaly oll concluded trode and/or eccnomic and
technical co~oporation ngreements, Iraq accepted an intorest-free
Joan of A48 millicn from Kuwait, to be repaid in 25 yeara, and
recognised in turn the 1932 delinecation of Kuwnit'a borders.

15, it the end of 1563, the military t-leorer unicr
Pregident Lraf of the Ba'athist Government threuv Iraq once cgoin
into a state of flux, A rew five-yenr development plan was
rocantly enald $o bte under considerction to "correct® the situvation

~caused by the Ba'nthist plaon,

Cormniat eqgonomio nctivitiea
(=) Regapitulative totale

Economic n1d 1954/6
i aid A2/ (million US #)
Extended ] Drowm JOutstoncirg
on 1,1.04
USSR 183.9 78.0 105,9
European sntellites 33,6 1.0 32.6
Communiet Chinn - - -
TOT/L 217.5 79.0 138.5

- [

. (1) Por n mere detailea description of Ireg's economy and Conmnist

activitics, sce AC/127-WPy105 cnd 'C/127-D/IL8. |
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Teohnical assistance s of 31st December, 1964:
Communist civilion technieians 4in the country: 1,175

Humber of nationnls trained in Communist oocuniries: 1,970

Irade
(million US £)
_-ﬁ‘ g g, 4 riy
Exports Imporis
1960 h961_11962 1960 § 1962 | 1962
USSR 1.1 {2.2] 3.3] 7.4 21, 2] 2u.3
Buropeon sotellites ol J12 ] 2.3 123,5]22.8] 252
Coammuni st China 1.6 J1.5] 4.0) 7.2] 63 9ﬂ
TOTLL el | 4.8 | 9.6 | 38.0] 500 2| 58.8
. N >
;8 % of total trade(l) 1 1 1 20 13 b LI

(1) Petrolcum exports to the free world accounted for cbont 90%
of totol Ircal exports.

(v) Recent developments

16, The 8th February, 1963 r..olution 1_.ixo 'tcud . new
Government which attempted to follow a more balanced policy between
Feat cnd Vlest. The net result was & much more critical opprooch to
Soviet economic aid proposcls, The Govornment dccided to eontinue
those projccts that were clrexdy in an advanced stage of idoveloed-—
ment (on clectrical equipment factory), a pharmaccutieal fxetary,

a knitting ond hosiery factory, a gnrment factory, ¢ geoloeggicnl
su»vey, grain silos nnd the Baghdnd-Basra reilwcy. Somc bro jects
wore roamoved from the Soviet eid programme (o sulphur-recowory plent
ond o fertiliscr foctory), while further activitics and the delivery
of materials for three more projeets were stoppcd (o stecl mill, on
electric 1light tMuld fretory cnd the glassware factory). The mili-
tary toleover ot the end of 1963 hos not so for altered tho

general line of forcign polioy initicted in Fcbruary.

17. Tho February Geverament has indicated its desire to
lessen Iroq's rcliance cn the USSR as © source of supply for mili-
tooy equipment, but general eonversion to Western arms and equimaent
cannot be expected in the short run, Minor deliveries of Soviet
military equipment had been continued and a new contract wns
Bigned for six MiG,21 fighters, possibly to replace M1G,19s
destroycd ct the time of the Fcbrunry coup.

18. It sccms likely that the number of Soviet militnyy
tochnicions in Iraq will decrersa, but Soviet civilian teckinlelons
hove been reploced, s~ that the total estimated Soviet myl dtouy
rind eivilion personnel in Iraq still numbered about 1,665 by rid=
1963, At the time of the Fobruary revolution, more then 2,000

1.TO_CONFIDITITILL ~5l4m
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Iﬁnqis vere studying in the Communist countries, mostly in the
Egr, ol a nurbor of them asked to lecve becausc of their
cL.anuﬂie,f'ﬂct cn with Soviet policy towards the new régime in Iragq,

By the ¢nd of June, 1263, at least 100 were kmown to have returned
o Irag,

~55-~ 2ATO
G/l

R

c
2

19, Trode stitistics for the period aftcr Lhe FPebrmanry
reyolution ore nov yet nvailable, but it can be expected that many
laginoesmen will have .esumed trade with the viest. The country
has, howsver, trade apreemantas with Commnist Chinn, the USSR rnd

e Eurcpoan satellite countries, cnd Irnq moy seek to proserve
gone trode reintioas with theae éo:miat countries, which are
villing to purchose Ireqgl drtes, The outcome of negotinti ns
bet¥oen the Iraql Govermment and the Vesterm~owned grcup of oil
coypanies will, to & Yorpge extent, influcnce the rapidity wita
vhich Irag mey be cble to redresg the belance in cconomic nid ané
irade, end in miliiary assistance, in fovour of the Yest,

{E - MISE'EN LECTURE PUBLIQUE
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SYRL/
(Population: 5,2 millian)
Leoromlc a;tugtlog

20, The Syrion experiment of o more literel economie order
undertoken ofter the brenk with Egypt was stopped by the rovolution
of 8th Mareh, 1963, Up to then, it had boen rother successful in
stabilieing the curr.ncy, increasing the national income
(15% in 1961/62 over the previous year), libernlising foreisgm trode
by 1lifting import restrictions, and encourcging tie return of
8yrian oopital that hnd left the country, In addition, mcrsures
of lani rcform ond profit-shoring with workers in industry had
Lleen retcoined,

21, Developments since March, 1963 nre uncertain, and recent
informntion is locking, but the announced introduction of the
rationing of supplics at the end of November, 1963, suggests 2
Tundnmental lack of public confidence, causing a resumption of the
flight of ocopltal, the hoarding of such vitel supplies as sugnr,
rice and flour, and a general stagnotion of business, The politiecl
climnte prevailing at the end of the yeor wres unfavourable to any
long-torm economic development prospectis,

unlgt c ne t:

(a) Rocopitulative totals
Economic nid 1951/63

(million US #)

F - R
Extended] Drawn {(Outstanding
on 1l.1.64
USSR 150,5 25,0 125.5
Buropean satellites | L2,6 25,2 17.4
Cumrunist Chinn 16,3 - 16.3
%
TOTLL | 209,44 5042 159.2
Teohnlen) assistonce ps of 31lst December, 1963:;
Communist ecivilian technicions in the country: 290

<. which: USSR 140
Buropean szatellites 150

I'umber of nationals trained in Commmist countries: 200
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Trade
I (million US #)
Exports Imports
1960 | 1561 ]1962 § 1960 ) 1961 1962
USSR 6.61 3.3{ 5.3} 7.3] 8.1} 3.8
Puropean satellites 13,41 12,2 } 30.8 ]| 10,7{ 10,0 | 23,5
Communist China 2,3( 12,1 | 4.4} 1.3| 1,1 ] 3.7
TOTAL 22,3 27¢6 40,51 19,3 19.2 | 31.0
As % of total trade 22 25 Jey 9 0 (13 J

(b) Recent _developments

22, In March 1963, & new Government, in which the Ba'ath
Farty pleya o majcr role, come into power and politiecal preoccupn-
tione, mrinly concerning the union with the ULR ond Iraq, ond with
the Toctionnl strvggle for power, took the foreground, The new
Coverrmont did nct, however, develop the active anti-Comunist
intornal policy thet characterised the attitude of the new lender=
ahip in Iraq, and there hae not been the strain in Soviet/syricn
relations that developed in the case of Irzg.

23, In Novcmber 1962, Poland extended a #15 million credit |
to 8Syrian, reopnynble in eight years, and bearing an intercst rate of
3% for the purchrnse of industrial goods and services destined ror
dsvelcpment projecte, M roported Soviet offer to construct o dnm
on tke Earhratecs kKiver wos countered during the early days of 1963
“y an aunouncement that the Federal Republic of Germony had agreed
to fincnee it, nnd in Februsry 1963, Syric acecpted o Cammunist
Chincso credit of £16.3 million, repaycble over ten yoors, stuorting
in 1976, interest frce. The announced purpose of the loan wos to
Tinance imports of industrial equipment ond mechincry, and the
required techniccl assistance to implement these indusirial projocts,
Communist China may have thus attcmpted to increasc her exporis
in order to recduce her trade deficit with Syria, which had been
crovin. lorger as o result of purchascs of Syrian cotton,

2lie Progress cn Soviet projects under taic 150 million
ercdit did not mnke any noteworthy advonce, The Bulgorian-bu' it
Muhardoh Dam was inaugurated on the 1lst juguat, 1962, and wiin the
Latakin/gamishll railway more than half completed, discussion o3
taking ploce during tho first hnlf of 1963 regarding the furdhor
ccnctruction in viow of caipleting the project by the end of 963,
Plans for the nitrate fertiliser plont to be built in Homs wre
reportedly completcd by mid=1963, buft work had not yoi begun.

~57-
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25, In the militory field, further progress was reportcd on
the new military cirport to be built by Bulgaria about 30 miles

= west of Palmira, but difflculties were encountered in mecting thc
5 plonned schedulcs,

= 26, .,lthough trede between Syria and the Communist countrics
& rose during 1962 over 1961 in absolute fipures, there wes little

= charngo in the proportion reprcsented by such trade in totel Syrisn
A tpndae 4About SLO million worth of exports wore sent by Syriac to

= the Communist countries during 1962, as agninst £28 million in 1961,
F The share of the Cormmnist countries in total Syrian cxports

: romained, however, at bout 24%, more thon 90% of vhich consisted
o of cotton, The share of the Communist ccuntries in total Syricon
m imports rose fram 10%; to 13%,
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UAR ~ EGQYPT
(Population: 28,0 million)

Eoon omic s_'.gunt.icg

27, The UAR's economie eituntion during 1963 suffered from
an .incrensing paraly:.is of private initiative, andl the country
centineed to depend hervily con assistonce from nbrond, particularly
the /meriean grain deliveries, to cover their most urgent nceds,
During tnc 1902 finuncinl year, anly 70% of the plinned investments
wos reportedly renlised, and the effects of the unusually poor
harvest of 1962, prrtieularly cotton, mnde themselves felt mast
unfavourably, Foreign indebtedness continued to inererse., The
wnge and price policies resulted in o considerable incrcose of home
conesumption, Industrialisation is costing a larger proportion of
foreign ourrency cvery yecr but brings in hardly ony foreign
currency, tiacs the home market abasorvs production,

. P3¢ The U2AR's exports increased from #351 million in 1962 to'
£u97 mitllion . in 1963, but imports Quring the same Jeriod rose from
Z657 million to #E€53 million, thus maintaining an innual deficit
of abcut #£150 miiiion, Difficulties with the bnlance of paymenis
are bscoming chronic, The overstraining of rescurces is reflected
in the severe foreign exchange shortage, and constitutes £ sericus
threat to the U/R's development progrrmme,

29: The Tinanecicl consequences of the Yemen campaign ndled
anothar heavy burden to the budget, The cost of this expedition
wng estimnted at over €0 million in forelgn ourrency at the end
of the first quarter of 1963, and continues to drnin on important
part of the sanrce forcign resowroces, The USSR has demonded ensh

in froee currencies for all the moterinl she suppliod to the U/R in
connection with this enterprise,

Qermunist ceongnic activities

(n) Reeapitulative totals

Begnomic nid 1964/63

(million US §)

DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

-!Extended Drown outstonding
on 1.1.6,-!-
uassm 553,0 236,0 317.0
Purcpean sntellites 182,9 79.4 103.5
1 Communist Crina 4.7 L7 -
TOTLL 1 740.6 320.1 420.5
R -
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chnignl nssigtonce as of 318t December, 1963:

Communist eivilinn tochnielans in the country: 2,405
Number of notionnls trained in Comminiet countriesy 585

Irnde
(million US g)
Exports Imprts

1960 tpwmw 1962 {1960 {1961 ﬁwmmm
USSR 88,7] 73.0] 62.5] 65.8] 79.4] 58.3
yurcpenn Bntellites 110,91122.9% 78.1] 75.74¢ 67.7] 875
Commanist China iS5 1461 29,11 19.5] 18,91 19.3
ToT/L(1) 2uh.2l211.01160.11161,2 {166,21165.3

-
f1| La % of total trnde 45 L3 L3 z5 2h 2L

(1) Including trcde with North Kcrea cnd North Vietnom

(v) Regent cevelopmonts

30, The U.R still depends hecvily on the Communist countries
ror military and economic aid, clthough since the second holf of
1962 Egypt hos became more receptive to economic nssistance from
the West, B0 ns to establish a ressoncbly stable balance between
the Enst nnd Vest insofnr as the influence of economic aid on the
UAR policies is ecncerncd, ,

31, During Cctober 1962, Poland cnd Hungory extended pevw
oredits to the U/R, The Polish eredit of $20 million is to be used
for the purchase ¢f industrinl equipment and technicnl assistonce,
nnd repaymont will be made in coammodities, The Hungarian g£23 million
oredit, repayable in eight years ct 2,5% interest, 1s expected to
cover tho purchnse of capitel goods and equipment, including
£12 million for rcilway rolling atock ~nd moritime equipment, In
June 1¢63, the USSR extenced an addiitionnl erodit of ghli L pillion
for unspoecified indquetrial projects, It scems likely thot new
arrangements for militeyry assistance were made eoncurrently to
provide at lecst for the replacement of equipment used during the

AR intervontion in the Yemen, Deliveries of military equipment
by the Soviet Unicn to the U.R were eontinied throughout the entire

period,

72, Implemertation of Soviet aid projects appears to be
proceading cccording to the scheduled plans, In Janudry 1963, the
Soviet Eoonomie Ccunsellor in Cairo stated that at thot time
thirty—-oipht of the projects to be undertoken by the USSR hod comw
camrlcted, ond thet by 1966/67 the USSR would have crrricd out nal
its cbligntiuns under the 1958 agreement,
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33, On 16th Jamary 1963, the USSR and the U.R signed a
tocol to cover the finesl blucprints ~nd speceificatiovns of the
+swen High Dame Contrary to the situntin prevailing ot the cend

~ Jf 1962, good progress is being mnde, ns the Suviets scem to have

agreed to the incrensed use of Western equipment, rinanced by the
U/R, in the High Dam construction, I/ lorge influx of technicinns
for the ;awvon High Dom hos brought the number of 3oviet nationcls
engoged on that project to sbout 1,400, The total of S8oviet bloc
ocivilinn technicians in the eountry during the sesond half of 1963
was estimnted at about 2,115, inciuding 290 European sntecllite
naticnels engnged i1 various economic netivities, Progress on

the /swnn High Dam tlso led to the despatch of the firat group of
Bgyptinn persannel to the US3R for training on hydro-electrio
projoects,

34, Dota aveilable by mid-1963 on the order of magnitude of
the U/R's internntionnl repayment oblipgntions arising from Soviet
dcvelopment loans indientes that intercst and principnl payments
due to Commmnist countries will rise from #9 million in 1963 to n
ponk of £60 milliom in 1970, after which they will decline to
A54 million in 1973, Most of thcee payments will be in Egyptian
garrency or comodities, Thcae estinntes were monde before the
announcement of the most recent agrecment on the gyb, 4 million
loan extonded in June 1963,

35. The percentage of Egyptian cotton sold to Communist Chino
ond the Soviet bloe rose shorply during the 1962/63 season over
the rclatively low level in 196}/62, during which half the cotton
exports went to Viestcrn countries, Datn awvoilable on cotton sales
indicate thnt 70%¥ of cotton exporta during the scason ended
31st fugust, 1963 have been purchnsed dy the Sino-Soviet countries;
the USSR, Czechoslovokia and Communist China being the lorgest
buyers, It would sceem, therefore, thnt NUR cotton sales to the
free world have found, at lecst temporarily, their hiphest level,
ond that bumper crops will go mainly to the bloe, The economio and
trode relationship between the ULR ond the Soviet countries is now
well esbablished, so thot violent yenr~to-yoar fluctuations in the
level of trnde botween those countries are unlikcly,

¢
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33, On 16th January 1963, the USSR and the U.R sipgned a
protocol to cover the finnl blueprints ~nd specificntions of the
f.8wnn High Dom, Contrary to the situnti.n prevoiling nt the cna
of 1962, gocd progress is being mnade, ns the Scviets secm to have
agrecd 1o the incrensed use of Western equipment, financed by the
U/R, in the High Dam construction, /A lergo influx of technici~ns
Tor the /awvon Hipgh Dam has brought the number of Soviet nationcls
engoged on that projeet to zbout 1,400, The total of Soviet bloe
civilinn techniocinns in the ecocuniry during the seoond half of 1963
wos estimoted at bout 2,115, inciuding 290 Europesn satellite
nntionnls engoged in various economic cetivities, Progress on
the ,/swan High Dom also led to the Qcspotch of the first group of
Egyptinn personnel to the USSR for training on hydro--electric
projocts, :

34 Dnta aveiledble by mid-1963 on the order of magnitude of
the UAR's internntioncl repayment obligntions crising from Soviet
dovelopment lonans indientes that inteircst and prineipnl payments
due to Communist countries will rise from #9 million in 1963 to n
peck of £60 million in 1970, after which they will degline to
54 million in 1973, Most of thecse payments will be in Epyption
ourrcney or camnodities, Thcae estimntcs were mnde before the

‘announcecment of the most recent agrocment on the #hh.l million

loan extended in June 1963,

. 35, The pcrcentage of Egyptinn cotton sold to Communist Chine
tnd the Soviet bloe rose sharply Quring the 1962/63 senson over
the relatively low level in 1961/62, during which half the cotton
expurts went to Vestcrn countries, Data aveilable on cotton sales
indicate that 70% of cotton exporta during the senson ended
31st August, 1963 have been purchased by the Sino-3oviet countries;
the USSR, Czechoslovakia and Commnist Chinc being the largest
buyers, It would sccm, therefore, that NUR cotton sales to the
free world hove found, at least temporarily, their highest level,
and thaot bumper crops will go mainly to the bloc, The sconomioc and
trode relationship between the UAR and the Soviet countries is now
well established, so thot violent year=to-yonr fluctuations in the
level of trnde between those countries are unlikcly.
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ZEAET
(Population: 5 million)

focnomic situntion

36, Since the decline of internal hostilities in ecrly 1963,
the new Yemenl Government hos been compelled to turn its rnttention
to the task of Qealing with aoute finmneinl problems ond devising
eouc means cf pramoting econamic cCevelopment in n country
charocterised by it. mediaevnl backwardness,

37. '1ith revenue inadequnte to cover current expenditurecs,
the Yemeni leadership had to rely on fareign assistrnce, The R
extended an interest-free credit of n~bout gL.8 million, Yugoslcvia
#£2 million for vorious industrial projects, ond the Soviet Zone
of Occupntion of Germany an unspecified eredit for agricultural
machinery. J,lthough the Soviet Union had been anpronched for
financinl nid, no new nasistance, except o vast number of technicicns,
had been proviced,

38, On the Western side, in addition to technical assistance,
consisting mainly of telephone experts and the staff of an rgricul-
turnl consulting centre, the Federal Republie of Germany extended
o credit of about $2.5 million for various development projects,
The road-bullding project connecting Mokha, Tntizz and Sa'nn under
the United States assistance progremme made further progress, and
o water supply system for Ta'izz was also provided under the same
programme,

Communist economic cetivities

(a) Rgeapitulntive totals
Eeconomic nid 195!./63

(million US g8)

Extended] Drawn [Outsteonding
on 1l.,1.6L
USSR 25.7 20,7 5.0
Europenn sntellites 1,0 1,0 -
} Communist China 17.2 12,5 .7
l TOT/L 43.9 3,2 9a7
Iechnical assistonce as of 31st December, 1963:
Commnist civilion technicinns in the country: 855
of which: USSR 825
Duropean satellites 5
Chiness 20
Number of natiorals trained in Communits countries:
Py
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XX 5 750
Trode(l)
(million US g)
Exports Imports
1960 1961 (1962 | 1960 |1961 | 1962
UerR 1,2 | 1.3 1.4{ 3.2} 1,9¢ 2,1

(1) No officizl Yemenl trade statisties are availnble. TFipures
for the USCR tre those indicctced by officirl Soviet trade
statistics,

(r) Rcnent Acvyel orments

39, The internnl situation in the Yemen hns camtinued to be
troubled ever since the £all of the Imamate in September 1062,
The new Government of the Yeamen Jarab Republic profcesses a strong
interest in a deveolopment proagramme, but ns lonpg os fipghting

ccnliaves, thae llitory aepects of the situation will overshadow
ec.nd.le  proilems,

4O, Details concerning economic nid extended to the Yemen
by the Comunist countries since the September 1962 revolution
are not available, although in November, 1962, the USSR ~n.d
Czechoglovekia repoertedly undertook to eorry out several :illitory
ond/or acunomic projests to which they were not previously
ccmnitted, The USSR has becn snid to be considering o1l oxplor .-
tion ond the Yceuneni.Goverament hos opporently nsked for 'ul et
support. Communist Chinn hee reportedly abandoned the long-
delnyed nroject for the construction of a gspinmning nnd wenving
mill, Tha Yemen is the only Middde Bastern country wherc Conmmuniss
Ghint. hoas offered 0id of any sizc,

41, The number of Commrmist e¢ivilion techniciens in the
Yemen Aropped sharply, as all but twenty Communist Chincese
tochniciins left the country after the complction of the
8o'na al Hodeide road, but shortly afterwnrds Soviet personncl
startcl to nrrive in large numhers, following the Saollol
Goverimeni’ 8 ccining into power. By the end of 1963, thc rurber
gf zxperis from the Soviet Union in the country hacd renche:ll sbout
“eDe
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42. The USSR has built up 2 sizeable presence in the
country, presen*ting herself as & benevolent great power helpirg
to conaolidate the Yemeni Republic, and as a disintcerested breoker
of Arab revolutionary movements, The strategic location of tlhc
Yemen as a potential base dominating the entrance to the Red 3ea,
and in proximity to the "horn of iLfrica" provides a relatively

inexpensive opportunity to the USSR of entending Soviet influcnce
in the area.
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SERICH

(Popmlaticn: 2048 million)
Economic situation

43s The exodus of sbout 1 million Frenchmen in 1962 h-~s had
frr-reaching repescussions on the economic prospeots of the country
but it 1s too early \» draw a clear picture of ..laerin's ccon-mie
situntion as nt the end of 1963,

44y In the cgriculturnl sector, the 1963 harvest scemed to
have been better thon expected, although the profit cnd loss
bolance is still to be drawn, In March 1963, governmcatal decrecs
made legnl the emerpgency take~over by pensant monngement cormittees
of nbout 17,000 abondoned Prench forms, In October, 4,000 farms
still occupied by French formers were included in the nationnlised
gactor, which now cavers all former PFrench-owned farmlond plus a
faw farma previously held by fAlgeriens, bringing the totel to nbout
22,000 farms, corering 6.5 million acres (mostly wheatland, vinc-—
yards and cidrus plaantations), snd producing some two-tiuirds of the
total agricultural output of Algeria, Necvertheless, the vast
majority of the 600,000 ilgerian peasants are still deriving their
1ivelihood frem the exploitation of their own mezrre plots.

L1454 Most of /lgoria's tiny, still largely private, manufncturing
sector ('some 500 small factories, largely food processing, builling
materinls, fertilisers and emell Rencult ond Berliet assembly plants)
ware repcrtedly eontinuing to funetion at perhaps 30, of eopneity,

“ho cork industry, newspapers, most mnjor bus and lorry services,
the flour miilas, brick and tile works, and other minor frctorics,
most big=-city hotels, bakeries and laundries have been nationnliseds
The {treins, tonlephones, post-office and clectrieclty continucd to
function and, at the end of the year, lcas than 100,000 Frenchm-n
rcemained, maoinly in Algiers and Oran, No economic brenkdown has

ocenrred, thanks mainly to French ald, mmounting t> somc f(00r:illion
eince independence,

46, Saharen oil production increased by 25% from 2u millian
tons in 1962 to 25 million tons in 1963, with a 30 million tons
produstion foreseen for 1964, This repreeonted sobout 50 million
pnid in royeltics to the Algeriam Government under the 50% dircct
tax on producers' net profits, This money wus suposed to go to
economic development but the shoriage of tax revenues forcecd Uic
Ben Belln Government to divert #19 million of thosa oll revenuesd
to the army budget, (The jcin® Franco-ilgerinn 'Grganisnc Schorient
spent abeout 20 million of its budpget on roads and other public
works in the B8anhn®z region),
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47, In November 1963, Algeria rcquested nn incrense in
royaltics paid, ciming at raising the prcsent 50/50 share to 60%
in their favour, In addition, o number of important problems are
at issue, including llgerin's participation in the cdditioncl oil
pipeline going from the oilfields to Arzev, her partieipation in
the Frcench-British-mericoen combine nt frzew, which will turn
natural gos into liquid methane for tronsport to Gre-t Britain
and Fronec by spceial tankers, and the trans-Mcditerranean pipe-
lines tu bring Saharun gos to Europey 2ll of thcese major projects
nre the subjcet of new recquests by the lgeripn Government.

48, Repcated Govirnment proclomations of austerity have not
yet beon fully matched by deudse The cost of living hes been rising
steadily during recent months, It seems unlikely that the 1964
budget will be balaneed, even nllowing for a 5,3%% increase in taxes
and considerable, though reduced, French aid, Foreign investors
have so far avoided cammitments in [lgeria on account of continuing

uncertainty as to the country's economie future and the status of
private enterpriso,

Ccrmrunist eccnomic activities
(a) Rceapitulotive totnls
Pconomic aid 195L/63

(million US £)

Extended | Drawn 'ﬁcutetancung
on 1,1,64
USSR 100.6 0.6 100.0
European satcllite Tel 1.4 6.0
Communist China 51,8 1.8 ; 50.0
TOT..L 159.8 3.8 | 15640
Techniccl assistance as of 31st December, 1963:
Communist civilinn technicians in the country: 600

Nunber of c¢ivilinn nationals trzincd in Cammunist cuusggriem
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Trade
(million US g)
Exports [ Imports
1960 11961 [1962 11960 |1961 | 1962
4 {
-t_ (1) | (1)
UBSR 1.6 : 1.0 0.'4 . 1;9 006 15.7
Europcon satelli*en 0s5 § 240 | 0.5 | 7.7 | 6.1 | Lo7
Communist China - - - 1.8 ) 0.8 ; 0.2
TOTAL(2) | 2.2 | 2,0 {0.8 }11.!4 o7 20,6
1.8 % of totnol trade | less .less | lcss ’1 o
thon 1than Lthen U |2

¥
ol

{1; 1962 dntn nrc cstimates
2 Including trade with Horth Vietnnm

(b) Rceent Jdevelopmonts

© 49, Up to mia-1963, the approcch of the Communist countrics
townrds economic¢ and military relations with /lgerin had been
rother cautious, the European satellitcs, particularly Bulgario
and Poland, being the most active, During 1962, lLlgcrin received
a numher of grants of relief supplies (clothing, foodstuff and
medical supplics) vnlued at odbout g4 million, supplementcd in
Novumbor 1962, by thc crrivnl of about 150 Bulparian medical
personnel and the siganturc during the same month of a technical
nssistanco agroement between the twzo ecountrics, The first long-
term econumic revelopment credit extended by Cammmnist countirics
was cnnounced in Jure, 1963, when Bulpnaria extonded 6 million
for tho establishment of a textile mill, n tennery and on gleetric
motor factory,

50. Aftor some delays, suggesting a more eritical approisnl
than in eorlier cnses vheon the USSR moved rapidly in cxtending
lapge-scale cconomic 0id {as for instonce in the casc of Ethiopla),
a high-level Soviet econmic delegation offored by mid-3cptomoer
1963, a mrjor linc of credit for economic development, which was
accepled by Algeria, This £200 million loon rserortodly carrics the
usual Sovict intorest rate of 2,5% ond a repayment period of twelve
years, Projects to be covered by thie erecit are to> be furthee
discuseed with the /lgerinn Government, but the USSR has cugpestod
that most of this ercdit should be uscd for agricultural develop—
ment, including the delivery of troctors, the construction of
tractor stations, reclamation of farmiond, ond the levelopment nf
eotton and sugar beet cultiwmtion, In the industriil field, the
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USSR propcscd to esteblish freilties for processing aprictltural
produce ond to provide tecinical assistonce in the development of
Sahurcn oil and gos resources,

fl, This mejor move was soon folloved by ~ oammunist Chincse
offer of o long~term interest=free credit of rbout Z50 million
for economic Cevelopments nnd technical oscistonce, The projects for
which the Chirese credit will be employed have not been announced,
but 1t wns understood that some budgetory assistance to the [lperian
government might be included. This offer vms apparently accepted
by ilgerie ot the end of November, the extended loan being repayoble

hy 1990,
52, -By'm1a91963, abothS?O Communist 8sa2chnicians were in

Llgeria, of which about 35 were militery and 535 civilion, [t the

end of the year, thc number of c¢ivilian technicians from Commnist
countries rose to about 600, of which 525 came from Eurocpean
satellite countriess Sinco November 1963, more than LOO air forec
nnd naval trainecse have been receiving troaining in the bloc, and whan
in October 1963, fighting broke out bectween Morocco and .lgeria,
Egypt, Cuba and thc Soviet Unian delivered both military advisery
aid and equipment to /flgerla, Jmong the militery activities
involving the USSE and slgeria, a number of tonlis have been sent
primarily to be used in de-mining, nnd moy eventually equip an
Algerion tank regiment, In addition, Bulgaria and Communist China
have delivercd smrll amounts of millitary equipment,

53, Before the end of 1962, Algeria had concluded some barter
agreements with Czechoslovakia, Poland ond Rumania, but her first
long-term trade apreement with the USSR was signed only on
Lth November, 1963, The USSR 4s to supply ships, nutamobiles,
tractors, farm machinery, machine tocls, excavntors, road-building
and hoisting mochines, paper, oll products, chemicals and oil=
drilling equipment, in exchange for citrus fruits, dntes, olive oil,
whent, wine, methyl aleohol, hides and other traditioncl .lgerian
exports, Tho total amount of trnde emvisaged for 1964 wns set at
£20 million ond o payments agreemant to facilitate thc settlement
of accounts between the two countries was also concluceds
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ETHIORL
(Population: 22 million)

Eccnomic situntion

5li, Ethiopia is now halfwoy through her second five-yenr
plan, and satisfactory progress has been reportced during 1963,
Tho sceond five=year plan has concentrated on agricul tural
development, .J,lthough much remains to be done in molernising
form methods nond mao.-ing the land more productive, some techniecal
advisers belicve that since a large part of the land is fortile
and woll wotered, and the climate favourcble, prospcets for
devoloping the country into one of the major Lfrican food
producing areas nrc goods

55, Economic dovelopment is hompered by the absence of rocds

_and rp oadequnte trensport system, The new port at lsseb on the
-Red Soa and the rocd couneeting the port with the capital and the

fertile highlonds are among the most important <development
projects to be undertnken in the country, Thc 300-milg road
linking /.ddis .bcbo with the Red Sea will be financed unicr a
#13,5 million credit extended by the Internationndl Bank for
Reconstruction and Developnent and the United Stoates [,.id Programme,
Recently four ncw airports have been openedy the finnncing of
airport construction has been mnde possible by & £20 million loan
from the United Stutea Development Loan Pund,

56, The cmrfoe orop, which constitutca Ethiopia's main

- axnevrt ccmnoﬂity, woe execllent, both in qunality and quontity,

and other créps have becn showing encouraging increascs, L reccrd
total of 64,000 tons of the rocent ocoffae orop is being exported
undor the terms of the Internationnl Coffeo fLgrocement,

' Gommni st coonomic activities

(a) Recapitulstive totals

conomic atd 1 6
| (million US H)

' Extended Drown 1 Outastanding
an 1l.1.64
USSR : 101.8 L.6 97.2 ‘-1
Furopean sntellites 11,8 2.8 9.0
- Communiat Chine - - -
TOT.L 113,6 | Tk 16,2
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Teehnicel cscistnnce ns of 31st Decenber, 1957:

Communisat eivilion tochniclans in the country: 130
Numter of nctionels trained in Comminist countrics: 70
Jrace (million Us g)
Bxports Imports
1960 {1961 |1962 {1960 {1961 [ 1962
USSR (a) 0.51 0.8 ] 15| 1.0} 1,
European satellites 0s5 | 0,8 | 0,5 | 2,8 2,7} 3
Commniet China Ol | (2) ! (2) | 0.2 | 0.3} 1,
TOT..L 0.6 | 1,3 | 1.3 | 4,6 | L.O 5.5]
48 % of total trade 1 2 T2 16 {u |6l

(s) Less shan 50,000
(b) Rocent develoments

57 & major problom facing the USSR in Ethlopia is how to
increase her economic involvement in Ethiopia without upsetting
the 8omnli Republic, which is higher up on the Soviet 1list of
priorities, Of the 100 million line of crodit extended in 1959,
less than ¥% had becen used by mid-1963, and prospects for futurc
utilieations are still far fram bright,

58, ..t the end-of 1962, the long-discuseed o1l rcfinery
at /.ssom was agreed on on prineiple, but in 1963 negotictions for
aetunl construction were once more held up by a dispute over
whether the refinery should be engineered to handle Soviet orude
01l oy Middle E-stern crude o0il, The Bahar Dar Technical School,
n SBoviet gift, thnt was supposed to be conpleted by the beginning
of the academic yenr in Beptember, 1962, wns only opened 1In
June, 1963, In enrly Septembor, 1963, a Soviet industrial survey
toom complcted its etudy at tho roquest of the Eihiopian Covernment
on potontial industrinl) sites, The ropoet 18 sald to Lhove
concluded on the feasibiltity of ment processing factories, fruat
nnd vegetable connerices, an cdible oil processing fnotory,
tannerios, tnd ¢ shoe factory, 6ll of which aould be implemented
under the 1959 line of crcdit if cgrocment is roached betwean the
Ethiopian Government and the USSR,

59, VYork wrs started on the ennves and rubber shoe foctory
noar ,dits Aiboda, and about #0,5 million, mosily for machinery
for this foctory, was the firat significant drawing mode on tho
$10 million Czech eredit,
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60, About 130 Soviet tcehnicinna wore working on those
projoocta by end-1963, of which 15 were Czechoslovikian and 5 Polist,

61, The Bthicpicn students that have boon sent to Communist
countries for training are said to hove gencerelly roeacted
unfavournbly to bhlos training progroammes, ond bloo prestige
suffoercd from the withdaroawai of Ethiopicn students from Bulpgrrin,
following the Bofin incidents in Polrunry, 1963,

62, Duming the firat quoarter of 1963, Ethiopion exports to
Communist countrica deorecsed by some 30% as ocompared with the
rirst quarter of 196., whilo imports from thesc cruntrica Cecrernsed
by tbout 10%, Ethiopin hes so .foxr beem unsuccessful in selling her
ooffeo surplus to the USSR,

~T74 - N..TO COJAF ILENTILL



HATQ CONPTNTIAL w72
G/ -D/1T0

(Population: 7.3 million)

Economic situaticn

63, The mnin progress nchieved during 1963 uxns in the
inMeirinl field, where & new oil] refinery with 2 1 million tcn
capnoity a year vms built by the Itoalian State 011 Company, EII,
tc be owned Jointly with the Ghana Govermment, anl had started
prodnction, Thie refinery will supply 2all Ghone's neceds and even
refine samc crude for cxport, J soap fretory to supply most of
Ghonn's requirements w-s built by Lever Brothers, and o jute stok
footory covering half the country's noeds wns nlss opened, Tvwo
sacilo=procenssing frotories are expeocted to go ints produotion
eayrly in 1964, They are being built hy Germnn companice, ond will
be owned jointly with the Govermment, wvho will thus be oble to
prooeas nbout a quarter of the annuanl cosot production,

64y i new sever r plan (1964/197C) vma launched at the end
of 1963, 1Ite moin o .8 to insrenapcnational {ncome by 5,5%
a year, enlling for . ..ents up to 2,85 billin over the seven
yﬂurtg, of which more than half is expected to ocomo from the private
seator,

65, During 1963, work continued on Ghana's bigpest single
industrial project, the Volta River hydro—electrioc and flood-
regllating dnm, Holf of the cost (#197 million) 'ms financed by
the Governmont end the other half through loans from the IBRD,
the United Stotes and the United Kingdom, Vork on the dom 1is
alightly chead of schedule, despite some dnmage from recent
floods, Work was also started on the Volta Aluminium Company's
smalter with a eapacity of 100,000 tons, whic' 1 be : bullt by
an /merican firm for United States and EBurop 't . «um ecampanies,
The projeot is direetly linked with the Volta & ~nd will start
produstion when eleotricity from the Volta dam pover station bocomes
availnble by miad=1965,

66, In tho agricultural gesctor the number of state-owned
farms wns inorecsed to 105 in 1963, Four of them are run with
Soviet, and three with lsracli technicnl assistrnce, The low price
of ococon nffected Ghann's foreign earning crpacity, cnl the
= Government budget presented for the finnnclal yen» endad
S8eptember, 1963, showzd a dsficit for the first time in recert yoors.
From 1958 to 19&2 the urit value of Ghancinn cocoa fell stenily,.

BLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

a In 1962, 1t rorresanted arly half the 195 value, asnc incruamd in
= 1963 by some 1% over the lowest 1962 figure, Cocoa tocuunted for

= 65k of totnl Ghnnninn exports in 1962, and the ehronic trode

% defieit agnin incrocee in 1963, although imports had bzen relatively
atable
(ﬁ [ )
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Lcononmic activitiens
(2) PResopituletive totalsg

uconomte e3d 1954/63:
(million Ug #)
l Extendod Drawn Cutstanding
wn 1.1.64
[ ] T
;S8R 8.8 17.9 70.9
Luropean satellites] 84.5 10.4 71 el
Communist China 19.6 - 19.6
—~ .
TONL 4 89.9 2803 161 '6
Tochnicel ssgaigtance as of 318t December, 1C03:
Comnunist civilian tccimiciane in the country : 340
of whichs USSR : 220
Turopean satcllites : 120

Conmunist China not available

Funber of nationals trained in Communist countrics: 1,015
{(million US A)

I Txportis Imports
| e | 19601 1961 § 1962 | 1960 | 1961 | 1962
USOR 20,4 | 8.6 | 13,5
Jeroporn satellites 0.8] 1.7 | 10.4
Communist Chira 1.4y 0.2 1.2__
TUE.L 22,5 110,5 251 ] 2
l as % of total trado 7 13 19 u 15 17

(v) Recopt developments

67. Current Soviet credits to Ghana ¢cll for a guological
survey, a4 stcel mill, a study for a majcr hydro-cleetrlc power
stution on the Blrck Volto River, a shipyard et the povt of Tema,
& housing development broject in Jcera, a tracter asscmbly
factory and several other wrojects. The Buropcan satcllites
worc vorking on & tyrc Pactory, o printing plant, a phoranceutical
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foctory and an olceiric lighut buldb “cetory. .. revicw of aly
blce nrojects vee ordered by Wieumch in mid-1962, =s work on
individual blez rrcjects eontinued slowly cnd dissutisfoction
hed been cxpresscd vith the conparatively high costa of sceveral
of thum, us wcll as vith the quelity of Sovict cguinment.

58+ Onc of Glona's major compleints had been the difficulty
of mueting the lceud costs of Sovict projocts, In March 1963,
the USSR carmarkcd up to $22.2 million o unutiliscd credits
alretdy in existonce for the import of Sovict consumer goods,
building natcerials and the 1likec, to be dclivered from 1963 to
1566, with rcpoymen® in six yeara starting two yoars after
utilisation. The Gh'naian Govermnmcnt is requircd to usc the
local currcney procceeds from the sale of thesc commoditices
cxclusively for the loeal costs of some Sovict-assisted projeets
in Ghann, Ghannion dissatisfaction Hromptcd the reorgonization
of the Sovict CGeological Burvey, which is now plaéed under the
dircet supcrvision of the Ghana Geologieal Survoy.

69« Dcspitc thesce frictions, Ghano continuced to be receptive
to uny noew bloe proposal. The Ghanoion Soven-ycar Plan, which
ontured into cffeet on 1st October, 1963, anticipotus forcien
locns and gronts totalling morc than B700 million during the
pcericd, ond Ghonc apparcntly expects a large sharce of this amount
to comc from Sovict couniries. 8¢ far, howcver, no new credits
huve bocn cxtonded to Ghann since mid-1962,

70, Jumong the individual bloe projects on which slow progress
during thc sccond half of 1962 and in 1963 to be reported, is the
nuclear rcactor to be built with Sovict assistance, Sovict
tochnicians wore designing a fish~processing factory at Tema, and
work continucd on the upper Volta dam and on the roeinforcod
conerctc pancl factory. Ther:z was considercble activity on the
Bovict stato fuarm projects, thc onc at ..didome being designed to
serve also as o troining centre under Sovict supcrvision for
acgricultural oguipmont opurators.

71. The Zast Germon printing plant at Toma is expected to
go into operition by the ond of 1964, ond construction of thu
Polish sugar refinery continucde 4s o result of Czeeh deloys
ond lnaction, Czech participation in the Komenda sugur eanc
plantation/rcfincry project was terminatel, and by mid-1967
Ghona woas ncegotianting with a Dutch fiem {o take over the project.

72. In Japril 1963, an agreement for Sovict assistonce for
tcehnical cdueztion was signed, precumably providiag fer the
¢stablishment of two vocationnl troining centrus (for micainc-
building skills and for clectrical indusirics).
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73. J-bout 330 communist civiliocn technicians were werking i
Ghano by mid-=1963, o dceline of seomc 10% from th: previcur gixe-
month pcriod. In addition to the above-menticned cetivities,
they include teehnicol ossistance to Ghane Liirways and the
members of the Sovict Geological Survey. ..lthou:h the Sovict
oirline Joroflot begun oo regular weckly scrvicce Zrom Moscow to
scera during Scptomber 1962, earlier Sovict cidi to Ghana's
Airline in the Torm of cight I1.18 aireraft ¢-.ntinued to bo a
gourcc of cmbarrcssmont; most of them werce grouwwed, clticr
becausc of servicing difficultics, or for reoasons of etonony.

74. Tho roel.l incidents in Bulgaric in Fobruary and

-Maprch 1963 lcd to diplomatic protests by Ghana; tho number of

Ghannion scodomie and technical students in the bloe countrics
et tin cnd of 1963 ws cstimated at about 1,015, The death of
& Ghonanion student in the USSR rcported in mid-=Dzcember and tho
¢nsuing demonstrations in Moscow have furthor arfected Soviet/
Ghonaian relations,

75« 8ino=8oviut cofforts to oxpand tradc with Ghanc cppecred
by mid-1963 to bce inereasingly successful. The Jhanoian
Gouvoeriment in the past often favourcd Sovict impoirte through the
liconsing systcnm in order to rodress its tradc daficit; however,
the Sino-Sovict countries haove been taking cn increasing share of
cocone In the 1962/63 scason, total Sino-Sovict imports of
Ghanalan cocoa were sccond only to shipmonts to the United States,
who accountcd for about 25% of total Ghanaian cocoa uxports,
During the first quarter of 1963, the Sino-Soviut countrices
shire of Ghann's trode more than doubled as compired with the

~ same poriod of 1962,

76. Ghana has cxpresscd dissatisfuction with tho operction

"of 1ts trade ond poyments agrceoments with the Communist countries.

Instead of an import surplus which would have besn in Chana's
favour under proscnt arrangements, since 1962 Ghaina has boecn
running an export surplus which sho is, in coffcect, financing.

The Ghanaian Govornmont hne becn secking to revisc her agrecmonts
with thce Communist countrics in order to obtuain a poriodic
sottlement of bilateral accounte in hard currencles or the
payment of 1ntcrost on trode balancces,
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CUINY,

(Population: 3.4 million)

Econonle siltu.tizn

77. J4Lfter 1958, when the coantry scvered her relotions with
Francc, the ceceonomic situntion steadily dcterioroted. In
Duccrmber 1961 a rceversal of the politienl crientotion holted the
prevailing trend, vhich would hove lcd towards complcte dcependence
on the Communist countrics for cconomical znd techniezl 2id. Up
to then, the Sino-Sovict countrics had been rapidly inercasing
thoir shorc of Guincan exports, although the West hod maintninud
its predominont tradc Hosition and continued to import Guinca's
moin mincral products, such as iron, bauxite and alumina, which
were considerably increcasing their role in Guinca's forcign trade,
ruproseonting almost 70% of exports in 1961, In thc long run, these
growing mincral exports to the West proved a butter souvrce for
oeccnonié¢ decvclopment than Communist assistance.

78. .8 o result of thc roviscd attitude of the Guincan
Governnent, the level of Comimnist influones and cetivitics liis
romeined practiczlly unchanged sincc ecrly 1962, vhereas the
ust rugnined ground.

79, Foroign aid in 4963 amountcd to about 240 million,
ropresonting more than 805 of totel Guinean carnings from
oxports. Helf of this camu from the United States, one-quartoer
from the Federal Republic of Germany and the remcining quarter
from Communiat sourccea. The announced rcnewel of French aig,
thoe hopoe for incrcased United Stateos assistance, the reecipt of
Bustainced 2id from tiie Federcl Republic and some additionol ald
promised by Yugeslavio ccmo at o time when ceoncmie negotiations
with thc Communist countries werce hordening as a result of
Quinco's insistcnec on ¢ morc ropid implementotion of Sovict oid
cnd the lotter's pressurce for poyment of Guinea's deficit on
tradc account.  However, deospite some offorts by the Guineon
Government, nrogpocts for a vast increcase of Western 2id or
privatu investucnts remain unattreativoe, ond various proposcd
projects hove uneountercd difficultics. In vicvw of the
natural weclth with which Guines is undowed (deposits of bauxite
in Northurn Guinco have been cstimated ot one-third of the
world's supply) long-term prospoets remcin favourable ond
tecehnical ossistance moy possibdbly play on important rdle in
fOPQi@ cide

80. In rccent yoars, totanl Guinean cxports have buen
declining, and in 1963 they will probebly romain bulow tho
£50 million luvel of 1962, Morc than half tresc cxports
consisted of precossed bauxite, produced by the United States and
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Puropeon Mining and Llumina Refining Consortium ot Prio,
During 1963 a number of steps weore taken which may lecad to an

improvement in Guinea's cconomic prospects,

Guinea joincd the

Internationnl Monctary Fund, and the Intourmctionnl Bank for

Recunstruction and Development,

A new seven-—ycar plan for the

puriod 1964/70 was in proparction by the cnd of the yeur, ond
the Guincan franc, which hod suffoered from inflation ofter its
doparture from tho frane czonc, was in the proceces of being

stabiliscad,

Communigt ccopnomic tctivitic
tive total

(a) Res
Zconomlc gid 495L/63:

+
L]

(miliion US &)

Extonded Drcwn | Outstonding
on 1.1.64
USGR 734 L5.6 27.5
Buropoun satellites 25,2 14.8 10.4
Communist Chinn . 26.5 5¢5e 21.0
TOT.L | 124.8 65.9 58.9
Icehnieal casigtancc as of 31st Deccmber, 1963:
Communist civilion technicians in tho country: 880
~of which: USSR 425
Buropean satellites 320
Communist Chingsc 105
| Narth Victnomese A 30
Numﬁcf of notionals currently trained in
Communi st countrics: IRE )

Irade:

(million US #)

Exports Jrports

90 | 1969 1962 | 1960 11961 11962
USSR 3.9 | 5.3 2.5 | 5.2 | 8.5] 13.2
Europcan sctollites 8,7 9,1 3.3 116.0 16.7 | 10.4
Gommunist Chim - 2.1 006 0.6 ul6 0.5
TOTAL H2.6 [158.4 12.4 22.0(” 29.8 , 23,8

4~ .-

as 5 of total trade 23 22 27 35 L3 |

e

FTT"Tncludinggﬂﬁi? miliion imports Irom Worth victinm
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(b) Ruccnt dovelopments

#. Construction continued on Communist projccts urnder
carlier credits (o hangar repair centre, o cemplex of
prefobricated buildings, o factory for producing conercte blocks,
2 large sow-mill), o natch and cigarette factory and o polytechnic
i.stitute). Before the cnd of 1962, contracts viere signed for o
cuncnt factory and for jet kerosene storage and foclling
focilities ot Conckry airport. The USSR also completed the two
50 kW roadio gtationy near Conokry in Scptembor 4962, The
Guincon/Polish Fishiig Company, which is the only productive
centerprise to be put into operation, hos drown incrcasing
dissctisfaction regarding cquipment cnd technicians.

82. The cnormous operating cost of the Czech and Soviet-—
suphorted alr Guinean is beginning to outweigh thoe prestige valuc,
In order to mect Guinean complaints on vorious aspects of the
bloc 018 pirogremiac - the rate of implementution, the irregularity
of doliverices, thce high costs of certain operations and the
shortcomings of thc moterials and tochnical advice - the USSR
dospatched o highe-lcvel delegaticn to Conokry curing the second
half of June 4963, and both countries agrecd to the creatiuvn of
an orgnnigzation to consclidaote work on projects under construction.

%

83, In the cvent of lagging Sovict aid programmes and of

. Westorn roluctance to bocome invelved for any greatly increased

support, Communist China might £ind cn opportunity to use
inercased cconomic nid os 2 mezns of enhanceing hur prestige in
Wost Africa. 8inee 1963, work on the Chinose mutch and
cigarctte factory has gone ahead briskly, and in Junc 1963
President Sckou Tourd stoted that Chinc hod transferred £4 million
"to ennble Guinca to make purchases in any country". At least
part of this transfor will be used for purchiscs of equipmunt
noodod for Chincse-~supnortod aid projccts.

sli, Dogpite rumours to thé contrary, thorc has se fur been
no massive uvxit of Communist technicians from Guinca.,  The number
of Communist eivilian personncl in the country by mid-1963 was
still about 1,020, only slightly below the mid-1962 figurec (4,080)
and slightly morc than the reported figure for cnd-1962 (940).
This figurc decercosed to about 880 by tiw ¢nd of 41963,  Haif
the 200 Communist tcachers nre duc to be replaced by French, and
many Communist technlelicons should deport when the conciruction
projoets on which they are working are complotod. The nmtor cf
Communist tcchniecal porscnnel involved in Guincan aviation ana
Tishing may boe oxpceted to shrink. The 300 or so toecelniclons
acting as acdviscrs and plonners may fluctuste, deperding o
Wostern offirts in this scetor, while thu ¢stablishaent ot a
Sovict construction orgonization moy bring o new influx of Bovict
technieicns. Lbout 45 Sovict military cdviscrs were belicvud to
bo active in Guincc during ths year.
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85« During the 1962/63 school yccr, thie nunber of Guincan
gstudente in the Jovict bloc doereased by about 200 from the
previous year's total of about 650,

86, In 1962, Guincan trade with cich of the Luropean
satcllites and with Communiast China was brought into bolonce at
lcvele well below thoso achicved in 1951,  Similarly, during the
first holf of 1963 tho USSR sharply reduccd her exports to Guinca,
rctlocting o growing concern over the poyments problem. Guinca's
trcdo with Communist countries in 1962 cmounted to 34% of her
total trado, as cumpared with 33% in 1961. Thoe slight overall
incrcasc rosulted .rom tho Soviet willingness to allow Guinca
to run up & trade deficit of more than #10 million for thc ycar,
Guincals commorcial debt to Communist countrics has now riscn
to over £40 million, ond payments to these countries crc becoming
an increasing burden on the cconomy, 2s Guinca is compolled to
comnidt 2o significant portion of her chicf hard currency rcsource -
clumina - to the paymcent of the debt on Communist credits.

. 87. During the first half of 1963, Guinca signed noew
protocols to her basie trade and payments agrcencnts with the
USSR, Bulgaria, Bast Germany, Hungary, Poland and Communist China,
Talks with Czechoslovakio roportedly brokc off without agreement
on a protocol, ' .
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(Populction: L.4e million)

gconomic gituction

83. Infurmation on Mcoli's cconomic development during 1963
1s scarce, as recont stitistics arce lacking. ¥Witlhin thce framework
of the five-year development plan which is to be completed by
1966, Mali is councontrating on improving agriculturce in order to
ruvdrcess her trade boalonce. In 1961, the trodc deficit amounted to
somc £21,5 million, and thc trade balarce situation worscned during
4962 to rcach o dcficit of some #35.7 million.

89, Out of the available statistics for 41962, it appeurs
thot Meli ofter lecving the franc zone has been shifting her
trade towards the Communist countrics, Up to tlic cnd of 1962,
trode wos oxeclusively dircctod towards the West, the frane zone

90, Aftor the dissolution in 1960 of the Federction of M21i,
rolotions with Suncgol deteriorated, and thoe bulk of Mali's
cxportes were shipped through the Ivory Coast and tae Port of

_aabl jan,. Recently, however, relations with her ncighbour have

improved, cnd the rallwy to Dokor is once niore boalng used fer
outward shipments, but Moli has little cxecpt pcanuts to offer
in the woy of exports.

Communist ccopcmic netivities
(2) Rucapitulative totcls
Ekconomic uid 4195L/6%:

(mil11ion US &)

.—1-"‘-
Extended Drown § OQutstanding
on 4.1 nsh
Buropcun satellites 22,6 La5 18.1
Communist China 19,6 0.3 19.3
TOT.L b97e7 29,3 68.4
lachnical sgsistinco as of 3ist Deccmbor, 4963:
Communist civilian tcecimicians in the country: Lho
Numbor of nctioncils troined in Communist countries: 780

N.TO CONPIEMTL.L -80=



DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

-8~ N..TO CONFIDENTIAL
L/ Z7=D/170

ka :

= (million Us £)

Imports L_ Exports
1960 | 1961 | 1962) 1960 961 1962

, i |
USSR b (1) 15«4 | 9.4 - 441
Turopoean satellites 0.1 1.1 2.2| =- 1.91 2.5
Comnunist China 1 6.4 |34 10,81 - - (1)
TOLL 7 ]6.5 | 9.9 [12.3] (1)) 3.3 3.9
., a8 §» of totel trode n.a. 'ne.a.t .’;.8’71_1'1__._53.1_11_&1_{?_“

(1Y Less than $50,000
(b) Recent duvelopnents
HMe Soviet influonce in Mall continued to remain strong,
but tho inercceing financial difficultics which face the country
hzve tended to strain hor rolutions with tho Communist countrics,
Economic ond commercianl delegations from Moli's principal
Communist countrics' creditors = the USSR, Czochoslovakia cnd
Huaynry - visited Molil during the first half of 1963 and :
diseussed the problem of dcbt payments. ..lthough for political
roasons the Communist countrics applauded Moli's crcation of
her own frane on 1st July, 1962, this meosurce did 1ittle to case
Mali's finaneial difficultics, and delagntions from Communist
countrics have sought payments, or at least further assurances
of poyu.nte., A4t cconomie talks held in Bamcko in April 1963,
the Soviet Dolegrtion mby hove agreed to somu ensing of poyment
terms, The poor prospects for repaymcnt, however, ey hove an
inhibiting cffect on futurc cjd commitments. No new bloe
eredits have been extendsd by Communist countricas to Mali since
the middle of 4962, The Malinns, on their side, hove cired
their criticisms of bloc cid programmes, cnd particularly cf tne
donond that Mali should put up 25% of projcet ccsts.

92, The Stote farm supported by Bulgorions hos prevad
disappointing; presumably bocause of soil deficicaey, the farm
hns preduced a very poor yiclde The Communist-supplicd ..ir Malil
continucd to cxperience chronic financial difficulties, clthough
the Communist countrics retoin their domincnt position in uir
transport. No progress wos made on the Bamnko/Kankin wailway,
prebubly cs a resuit of difficulties in reconciling Molian and
Guincen railway gauvges. Sovict studies for the improvement of
navigntion on the Niger River werc reportedly comploted. Lack
of spare ports for Hungorion buscs resulied in numorcus
brockdownge. Coustruction of the Sovict sports stadium near
Bomnko was proceeding, ond utilisaticn of the Czoech eredlt of

$10 million hos been largcly confined to o cottorn textilc combino

in Scgou.

-81- A O TIDENTCL




DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

NATQ CONFIDENTIAL -82~
27=D/1

93. Although Soviet geological and mineral explorations
begun in 1901 heve apparently revesled little exploitable
mineral wcalth, Mali has been insisting on their intensificetion.

94, There have becn no deliveries of military equipnent
since 1963, but some Soviet military technicizns are still in
Mali, while some Malians were receiving training in the USSR.

95, On 5th January, 1963, Mali signed a technical assistance
agreement with the USSR, providing for Soviet assistance in the
establishment of three schools to train agricultural specialists,
nursco and nidwives and senior government officials, The USSR
has also staffed en . pprentice~training centre which it
congtructad in Banmako, and has provided some teachers for the
Malian secondary school systen.

96. By mid-1963, there were about 44% Cormurist civilian
tochnicianes in Mali, of which 285 came from the USSR, 120 fron
the European satellites, 25 from Communist China, 10 from North
Korea and 9 from North Vietnan. About 500 acadenic and

‘technical students were studying in the Sino-Soviet countries.

The governnment-controlled information media did not publicise
events unfavourable to the bloc, and completely ignored the
maltreatnent of African students in Sofia and the Moscow
denmonstrations, It appeared, however, that most Prench-speaking
Malians in Bamako were aware of these incidents.

97. Malian trade with Communist countries increased
alightly during the first six months of 1963, as the level of
imports rose somcwhat over that prevailing during the first half
of 1962, The largest portion of Mali's peanut crop - her only
important cxport - had becn purchased by bloc countries in 1961
and 1962, os Coumunist China entered the market for the first
tine in September 1962, Czechoslovakia and Poland reportedly
agreed to pay Mali in convertible currency for 30% of their
purchases of Malian peanuts. The USSR, who had been approached
with e similar request, refused to do so. The Malians have
undertaken to increase the share of the peanut crop going to
Franca in 1963.
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MORQCCO
(Population: 12.4 million)

98. 1963 was a more favourable year for MorocutRsn :agrdceul-
ture, whose improved production largely accountcd IR tHhy
sgtiafactory develupment of the country's foreign ™Rwde .

Exports increased by about 12% during the first thngS2-1ygr ters
of 1963 over the same period of 1962, while inporiaselained

at the same level. The increase in exports was pypaly Jue to
sales of citrus fruit, olive 0il and barley, while Raleg of
other cereals, vegeiables and wine increased moderag®2ly . The
trade improvement wae especially noticeable in the Mchapges
with ths franc zone., 'Sinte the Common Market has MRz

currently absorbing some 58% of all Moroccan exporta, the Coumtiry
wes by the end of the year working to reach an agragRaet in oxjer
to guarantee her Buropean market.

99. The main efforts for future development &2 dyecteq
towards the improvement of the irrigation dams and R=trark .
In May, 1963, the firat Moroccan sugar beet refinag s tarted
production, but owing to disastrous floods in that Rertzsular
region the results remained fer below expectation. Newgrtheldoss,
an additional sugar mill is foreseen for constructiis im 196. .
The expansion of cotton cultivation 1s also envisagg™N. In

Autunn 1963 the government started to nationalise saRme | 0,000

acres of farmland held by Prench settlers; the proyfR-0mhe ds to

. he spread over a period of three years.

100. Industrianl productiorn, which accounted fof abyt 30
of total Moroccan exports in 1963, presented a lesayRenayraglwy
picture. Nevertheless, Morocco maintained her poagdfsiomn as the
world's largest exporter of phosphate rock, productySn «f which
was well over 8 million tons in 1963, the highest Afifgure cwer
reached, Iron and zinc ore output rose slightly. T &
declining world prices and the costly nature of exgploitAasion
resulted in near crisie conditions for the mangancisin l-@pd aied
iron ore industries. A decline in the output of ¥ MpE¢se,
lead and cobalt was registered. As a result, empliwment An
the mining industry declined by neariy 10% Outpuli of -Qrudeoll
durin:; 1963 rose to 150,000 tons, aas compared widf: 127,00 in
1962, but the outlock for petroleum still remains gyStl-epatic .
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Communist cconomic activitie

B M o MR M SN EREEELNN SR WL W . -

(a) Recapitulntive totols

{is]

Economic aid 1954/63

W ——— —

(million US Z£)

Extended | Drawn | Outstanding
on 1.1,64
USSR - - -
European satellites 17.2 5.1 12.1
Compunist China - - -
e
TOTAL 17.2 5.1 12.1
t {

Technical assistance as of 31st December, 1963:

Communist civilian technicians in the country: 25

Humber of notionals trained in Communist countries: 215

rade
{nillion US &)
Fxports Inmports
Aﬂmma 1981 11962 | Y960 ubmeTﬁmm
U888k 1 3.5 4.71 4.7 6.5 | +.17 5,2
European ratellites 5.8 9.3 111.8 9.2 (14,2, 1404
| Communist China 6.6 3.7 4.2 7.1 m.m_ 8.9
ﬂllq s _ _ — |
POTAL 16.0(a)}17.6 | 23.7 |22.7 ]26.9! 28.5
as % of totel trade 4:% s t7 6 7 |8

(a) Ineluding #0.14 willion Moroccan exports to North Vietnam.

101. Since the latter part of 1962, the climate becanme
graduslly less favourable for Communist efforts, as Morocco's
relations with the West improved. The last offar of new crediis
to be accepted by Mnrocco came in October 1962 from Poland, who
extended a #12 million lcan at 3% for eight years, repayzble
20% in cash end BC% in Moroccan exports. So far, Morocco hes
accepted economic aid only from the Europcan satellite countrics,
while a long-standing Soviet offer - based on a stuly underteken
by Soviet technicians in early 1962 on the feasitility and
location of a shipyard to be built in Tangiers - has apparently
been shelved by the Moroccans for the time being. Poland is

NATO CONFIDE!TIAL -84~
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building a sugar beet refinery under her £4.8 million credit
extended at the beginning of 1962, and Czechoslovakis has bocn
delivering copper mining machinery for her project under = loan
of £380,000 extended in 1961. fThe recent Polish credit of

#12 million had not been utilised by end-1963.  Although it was
intended to provide for the import of capital goods and
equipment, so far no suitable projocts have been agreed upon.

102. In total, some 25 to 35 European satellite civilian
technicians have t-:en working on the projects under implementation;
the 25 Soviet civillan technicians who were in the country before
the end of 1962 had all left by mid-1963.

103. The USSR has continued to provide some military aid to
Morocco. Sovict nilitary techniclians were present at Meknes in
connection with the MiG eircraft delivered, for which sdditional
spare parts were received in early 1963, 1In addition, during the
first half of 1963, the Soviets shipped some 100 mm anti-sircrafi
guns. Soviet military techniciens are also worlzing on mine-clearing
operations.

104, During 1963, rome 10 to 15 Moroccan students were
receiving technical training in Pcland, and nearly 200 were follow-
ing acadenic courses, half of them in the USSR and half in the
BEurcopean satellite countries.

105. In 19€2, Moroccan trade with the Commmnict countries
increased both on the import and on the export side. This increcase,
which became more apparent during the second half of the year,
combired with an overall decline in Morocco's world trade, increased
the total share of trade with Communist countries to over T%. Auorng
the Communist trading partners, China remained the primary supplicr
{green teca), while Poland and Czechoslovakia were the aain Moroccaa
export merkets. The Moroccan trade agreement with Communist China
which lepsed in September 1962, was renewed in April 1963, Morocio
being able to obtein the setting of a better trade balance targel
than the one included in the previous asgreement.
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SOMATT RETUBITS

(Popwlation : 2.0 million)

I'ronomic situntion

106, The majority of the Sormali pcpulation conaists of roznde,
Three~quarters derive a living from Livestock breeding (moanly
goats) and only 15% from agricultuve. The mest irportant cxoori
comnodities are bananas, which account for 456% of total expor.s,
live aninalce 23%, h. des and skins 10%, tiumber and chaveocl £
fish and fish prepura.ions 2.4%. The lack of a transport s
is still a main obstacle to economic developrent. The cost ¢
banena prodvetion is, as yet, not compeititive, .1 the lav,eo
erponts of thias coumodity have gonmerally been Circciel to L4
wiihin tle {ramework of a special agrzencsnt. Menrurecs have te
taken to increase the production of grain, veget Lies, sugar A
tnbacen, which revrecsent roughly one-fifth of iwvorts, wich tho
eim of covering tho country's needs.

107, FRver since she reached indevendence in 1¢7°0, th» Sonatd
Republie kna been faced with consideratle ecoromins meooblems, onit
hey ecwonic viability still reneins o opar question., Ik lorch
1963, she broXke off diplomatic relations with tle United Kirnroon,
who had previoasly provided budgetury sapport. As tensicn wi h
both her neighbours (Ethiopia and Kenya) inzreas~a, Scrali sitrtcd
& military build-up which impoced an additioral aid severe stroiu
on her elready weak cconomy.

Communist coonomic activities
(a) Recapi*ulative totals
Econonic aid 1954/63:

(millicn US £)

Extended Drawn | Outstonling 1
on 1.1.6;
USET 57.2 11.7 45.5
Turopecan satellites 5.6 2.2 3.4
Comamnist China 21.6 0.4 21.2
TOTM—I *‘r- 11‘13 70.1

Technical assistance as of 31st December, 1963:

Cormmuanist civilian technicions in the ecuatry: 3315

NuLber of nationals trained in Communist countries: 125
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Irade with Communist countries negligible up to the end of 1<62,
(b)  Receat developments

10@. Somali has received close attention from the Communist
couniries, as they moved steadily forward with project rid, trade

promoiion, scholarships for Somalis, technical assistance and,
more recently, military assistance.

109. The Sonalil Gevermment confirmed on 31st Octcber, 1963
its decision to cccept "in principle” the Soviet offer of an arms
agreement providi.g 42 million worth of equipment. On
3rd September, 1963 the Somali Prime Minister announced thet
Comaunist China had offered 2 loan equivalent to about 70 nillion
and a grant for budgetary support of about ¥3 million, which could
cover the deficit created by the loss of British aid following
the Anglo-Somali diplomatic rupture in March 1963.

110. The sale of Soviet goods imported under the commodity
credit agreemont bad generated by mid-1963 #1.4 million to cover
locel cosus of elpght bloe projects for which the Somali Covernment
1o 2cwnitted to frrnish supporting facilities. Work was begun on
project agreeucnis signed with the USSR for a secondary school,

a printing works, a 50 kW radio station, a milk-processing factory
at Mogadishu, a meat-packing factory, a fish cannery, a 50-bed
tuberculosis hospitel, state grain farms, state 0il see? ard cotton
feras and the erlargement of the port of Berbera. As a result, the
nunver of Soviet technicians in the country rose by end-1963 to
about 330, not including some 15 European satellite nationals
currently there, Drawings on the total extended economic zid

credits of #84.4 millicn increased to over $14 million by ithc cnd
of 1¢<¢3.

111, Western efforts to contain bloc initiatives have been
complicated by Comrundst Chinese competition., Somali and
Cornmunist China sigred a culitural agreement in January 1963, and
& trade end payments agreement by mid-May 1963. Subseguoently,
the Chinese sent a delegation of eocononic, cultural and mnilitary
experts to Mozadishu to discuss possible Chinese assistznce,
including direct budgetary support.

112. Somali's receptivity to Communist initiatives rcsulted
by the end of October 1963 in & note sent by the Sonall Gover:ment
to the Italian, West German and American Ambassadors in Mogadishu
in which it was stated that the tripartite offer of £14 nmillion
Western military aid was technically inadcquate for Somall.ngcds,
and politiecally unacceptable because it containcd the cordition
of Somali refusal of Communist arms. The amount of Sovict )
military eid credits, originally reported as 228 million, had in
the meantime ris-an to 12 million. It is not impossiblc that
the USSR's move was in part motivated by the desire to prevert
Communist China from extending her influence in the country.
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113. The success of Communist countries in cxpanding their
scholarship programme further was another proof of the priority
consideration given to Somali by the Communists., The mid-196%
estimate reported that about 385 Somalis were studying in the bloe,
of which 26% were in the USSR, as compared with about 665 in the
West, Further development of this programme was to be eXpected,
deapite the racisl incidents in Bulgaria and reports of dis.
satisfaction from Somali students elsewhere in Comnunist countrics,
By the end of the year (1963), the number of ascademic students
trained in the Soviet Union reached 300. In addition to this
figure, 105 Somali stidents and technicians went to European
patellite countrics and another 20 to Communist China.

113, A state trading agency was founded in late 1962 to
facilitate trade with Communist countries.Order: :-e¢placed in carly
1963 with the Soviet Union and Czechoslovakia for tractors and
bulldozers at an estinated cost of more than #2 million., In the

rivate sector, a wide range of consumer goods from the Soviet

nion, Czechoslovakia and other Communist countries began to find
merkets, and in the northern part of the country (ex-British
Somnliland) the USSR became the primary supplier of construction
meterialas, Deliveries of tractors led the goverrnment to concern
itself with the problem of repaying Communist credits and loans.
As the amounts due to Communist countries increase, the Somali
Government may be forced to ask for & rescheduling of repayuments,
eince Someli has little to offer in the way of exports.
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SUDAN
(Population : 12.8 million)

Econonic situation

115, Tn 1963, Sudan enjoyed another bumper cotton cron,
following the exccllent results of the previous year. 95% of the
1963 crop has alrezdy been sold, the USSR being the biggest buyer,
paying cash, followed by the United Kingdom and India. 1In 1962,
Sudanese exports rinched a total of $226.7 million, of which 55%
corsisted of”cotton, the other main export commoditics boing
gun arabic, of which Sudanese production represents 85% of the
world total, livestock, hides and skins and peanuts. In 1963,
experts will probably be of the same order, although a glight

decline in world marke% prices for cotton night affect the total
value of exports,

116. Impcrts in 1962 amounted to $256.6 million, and during

- 1663 the sams le7el will be kept, with the United Kingdom as the

most important supplier in both years. The estimated trade deficit
for 2963 of atout #30 millicn will not seriously affect Sudan's
overall credit position with foreign exchange reserves which had
reached about £145 million by the end of 1962.

117. The Sudsnese economy thus remeins able to cover her
esgentinl consuner needs by her export earnings, while the
national tudget retains at its disposal a surplus to finance 2
large prart of the ten-year economic development plan., This plan
aims ot a 63% increase of GNP during the decade 1961/70; this
target is to be reached inter alia by a diversification of farm
production. Aid has already been pledged by the IBRD, thce United
Kiagdom, the Unived Statces, the Federal Republic of Germany, the
USGR, Yugoslavia, tlhe United Nations agencies and, recently, Xuwait.
Progress on tre most important project under the development plan,
the Roseires dam, continued satisfactorily. This project is to cogt
over $90 million and, when completed, will allow the irrigation of
an additionsl 1 million scres before 1970. Benefiting from her
politicael stability, Sudan is probably one of the African countries
with the best prospects of development,

Communist economic activities
(a) DReecapitulative totals

Economic aid 1951/63: (million US §)
] - Extended Drawn Outstanding
_on 1.1.0%
USSR 23.0 2.9 20.1
Furopean satellites - = -
Communist China i o - = ,_ﬂr_,____fl---..-_q
| TOTAL 23.0 | 2-9___;‘__m_?9;}___‘____*
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Technical assistance as of 31st December, 1963:

Communist civilian technicians in the country: 90

of which: USSR 80
European satellites 10

Number of nationals trained in Communist countries: 435.

Trade:
(nillion U3 &)
Exports Inports
1960 1961 | 1962 [ 1960 ] 1961 | 1962 [
T
USSR 5.8 9.8 | 10.3 6.5 8.9 | 8.4
European satellites B.4 7.3 | 11.4 7.9 | 11.0 | 15.6
Communist China 9.4 4.0 ' 8.8 2.2 4.7 4 3.8
TOTAL 23.6 121.2 | 31.2 |16.7 |2..5 : 20.8
o wn o~ . . D A AP N a— ! l p— - }---t--r-v-a---u—l
as % of total trade 13 0§31 ‘1 o, 9 110 o1
S -— —— ; e o o a = a = = wmeb

(b) Recent developments

118. Engineering and feasibility studies under the 1961 Soviet

"A1d Agrecrent continued throughout 1962. Contracts so far signed

call for the construction of two grain silos, two fruit and vegetable
canning factories, an onion-~dehydrating factory, o nilk-processing
factory, an agricultural laboratory and an experimental cotton
etation. Although detalils are lacking, work on these projects
apparently started during the first half of 1963 with about 50
Soviet technicians working on them. These projects do not exhaust
the $22 million available under the 1961 agreement, and up to
nid-1963 no additional contracts had been signed. The Sudan sterted
a new ten-year economic development plan during the second half of
1962, and if assistance is not forthcoming from the Wust, the
Sudanese might seek it from the Communist countries.

119, Aprroximately 435 Sudanese were studying 1n aczdemic
institutions in the Sino-Soviet countries, of which 190 in the USSR,
240 in Eaetern European countries and 5 in Communist China.

120, BSudan ratified her first trade agreement with Communist
China in August 1962 and her first trade agreement with Albania
towards the end of the year. In February 1963, Sudan entered into
a trade agreement with Poland, and in May 1963 with Hungary. Her
trade ogreement with the USSR haa been renewed. A civil aviation
agrecment with Czechoslovakia wns initialled, but had not been
ratificd by mid-1963, The agreenent provides rights between
Prague and Khartum, but the Sudanese had indicated that no onward
rights werec to be granted.

BATO CONFIDEWTIAL ~90~
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121. 1In 1962, the USSR was Sudan's main Communist tradi
partner, followed. by China, Cotton was ths main expori %gn%he
blnc, while inports consisted mainiy of cement, agricultural
machinery and wheat, Sudan's trade with the Comununist countries
during 1962 expanded more rapidly than with the rest of the world
cepaeizlly Auring the second half of the year, '
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TINISTA
(Population : 4.4 millior)

Eccnomic¢ situation

122, During 1963, the Tunisian ec~nomy continncd to exnaind
slowly but steadily. About two-fift.~ of the natiosnal ircor.e
is derived frow egriculture, and uncertainty of rairfall couace
crop ylelds to vary from yecar to year; for inastance, the Leccuver
rains have considerahly brichtened the agricultural outlook for
1S54,

123. A new enphasis in the econonmic develomrent plan waa
aarioaticed during tae year, favouring dircet procuctive investnents,
while previously elferts had been concenntrated ou scclel invesinents,
The unemployment situation remeins a sericus probles,

124, Exrorts during the first three-quarterc of 1963 ircreuced
by near.y 104, whiie imports were kept 2t praﬂtw*-liv the snue
leval as in the sarme poericd of the previous yeor. Zone mudn exyort
ccarodity - rhosphates - continned to fing ready markets, but ti.
iz¢en enl lcad orcs sulfered from the declining worid prices.

125. The cost cf living haed increezcd by about 2% by Ceptenber
126%, as cowparcd with the en? of 1962. The soluiion of *ne proolem
of tue Fronch Besc at Bilzeriz e,rd.v‘re‘:i Bovrmihats poutition,
and reinfoiced political stabiliisy, which roralro tiae eceorilcad
coendlition for economic growth, allowlig for tiue wndispoasavie
continuntion of outside asaistance.

Commmnlst econonic aetivities

(n) Recapitulative totals

Economic aid 1954/63;

(m:llion US Z)

Extended Prewmn Outstandisng
On 1-1-6“(
USSR 27.8 1.0 25,8
Lurapean satellites 19.5 2.3 17.2
Co ruiidist China - -
TOTAL 47.3 3.% ; "0
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Rechnircal agsistance as of 3lst December, 1963:

Communist civilian techniciana in the country: 235
Nupber of nationals trained in Communist countries: 55.

Trade:
(million US g)
Exgprta gggp}jgl
1960 1961 1962 1960 1561 1962
USSR l.6 2.5 2.3 2.9 2.7 2.2
European satellites 2.3 4.7 3.7 3.0 6.1 3.9
Communist China - 0.5 0.2 0.9 1.3 I 0.6
POTAL 3.90 7.7 | 6.2 | 6.7 |10.0 | 6.7
ns % of totzl trade 3 T 5 l 4 5 “3. !
1 . H '

(b) . Reccnt dsvelopments

126. Under the Polish line of credit of November 1960, a
hardware factory and textile mill were completed during the
second half of 1963, and Poland agreed to underteke the study and
financiag of a "co-cperative house" in Tunis under the 1960 credit.
The project would provide facilitlies for a national co-operative
achool and headquarters for the national co-operative federations,
to be set up under the three-year economic development plan, In
February 21953, a protocol was initialled for the study and construc-
ticvn by Bulgaria of a sports city near Tunis, Bulgaria extending a
credit of Z1.5 million, repayable over five years at 3% intercet,
and representing 25% of the total construction costs, Repayment
will be in Tunisian gocls within the framework of the 1651 trade
agreement, which was renewed for 1363,

127. At the end of 1963, 235 Soviet civilian technicians,
inclvding about 100 melical personnel, were currently working in
Tunisia. Only zbout 55 3tudents and trainees were in the “oviet
countrics during the first half of 1963, half of this total in the
USSR and the other hali in European satellite countries.

128. An air agrcencnt was signed with Czechoslovakia on _
1st February, 1963, foc an air service Moscow-Warsaw-Frogue-Tunis
by the Czech airline, in return for a Tunisian air service to
Pregue. Negotiatiors with Bulgaria and the USSR over air righta
had been conducted, >ut no agreement had been reached by mid--1963.

129. 'Tunieian %rade with the Communist countries durirg 1962
declined both on t'c inport and on the export side. The chare cf
the trade with Cornist countries in total Tunisian trade turnover,
amounting to 6% i 1961, declined to about 4% in 1962,

-93- NATO CONFIDENTIAL
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130. Instability may well be increasing in ‘.frica in general,
resulting from growing tenslions in colonlal arees, disillusion
and rising opposition to Governments in recently independent
nations, Internal security probdlems and international disputes,
a8 arose between .lgeria and Moroceco, Somall, Dthiopla and Kenya,
nay provide openings for Soviet military aid offers.
Diesatisfaction with th. rate of econonmic and social progress
reachod by pro-Western régimes in the face of over-opiinistic
hopes and over-ambitious plans may in varying degrees undermine
the position of these rigimes and offer opportunities for further
Communist esccnomic ald and trade penetration.

131, daving had relatively little success in Test .frica,
Conmmunist China has begun to concentrate on the east coast, vhere
Chinese residcents are more numerocus and traditional itrade links
gat}e?+aatabliahed, vhile tlic Soviet prescnce is only starting to

O ICA T,

B. 'q-.run A r

SENAAL
(Population 3.3 million)

Egonomic situation

132. The country is largely dependcnt on its fercign trade,
in whizh peanuts constitute theo main export commoditiy. The
long=-term outlook Tor peanut cxport prices scens, howcver, rather
wnfavourable, and délversification of exports may be rcquired.

A fouvr-year econonmnic development plan is undervay, oroviding for
en 85 anrunl increesc of GNP. France is providing tihe bulk of
the asslstagnce necoeded to recach tals goal.

133. G\IT, in a reccent study on trade in tropical products,
conclwicd that for Scnegal any incrcese in industrial production
depended on the possibiiity of finding outlots for such products,
mainly in the neighbouring countries, and on the further
oducation and increasc in the number of Scnogalese technlclans.

cmundst economic activitics
(a) Recgpitulative Anformation
134, Ro economic development aid has so far been extended by

tlie Communist countries to Senegal, although shc apparcntly made
approaches in 1962 virtually inviting aid offers. No techrnicians

~95- K.T0 CONFIDENTL L
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from Communist countries were reported in Scnegal during 1963,

but ebout thirty Scnegelese students werec undergeing training in
the USSR and ten in Czechoslovakia. During 1952, Scnegal
imported a total value of £5.3 million mainly from Communist Chins
{(£5.2 million) and the rest from Furopcan satcllite countries.
Scnogaleae exports to Communist countries weroe negligible.

(b) Recent dovelopments

135, In June 1962 Scncgal conoluded a general cconomic and
tcehnical assistance airoenent vith the USSR, and e year laster,
at the invitation of thLe Soviet Union, a Scnegnlese Delegation
signed 1in Moscow on agreement for Soviet participastion in en
agricultural development project the total cost of which has been
estimated at about Z16 million. Whether the Soviet participation
in this project will be limited to technical asslstance or involve
finnneial aid is so far not clear. This will be the Tirst
Soviot-nided projcect in the country,

136, The trade agreement concluded in 1962 mentions
deliveries of Industrial installatlons in vague terms, and credits
might possibly be forthecoming. . Boviet technicel micsion spent
three months during the first half of 1963 reportcdly to become
acquainted wvith Scnegal's needs in roads, telccommunications and
agriculturc,

CiROON
(Population: 4.6 million)
figonomic situation

137. Livestock breeding provides some 80 of the total
roduction of Cameroon. The main ort commodlties are cacao
ebout 26, of total expo-ts), coffee (215) and aluminium (20%),

produced by the alurninium smelter at Edea. Tiuber and bananas
are of minor importance. In 1963, about 83 of exports went

to the countries of the Furopean Economic Commmity, malnly
France, who assists the economic devecloprent efforts o Cruieroor

Comrunist economic mciivities

(a) Recapitulative information

138, Bo econonmic aid had been extended by tiic Sino-Soviet
countries by the ond of 1963, although by end-1963 some 330
Cameroon students had accepted and were followl training courses,
mainly in the USSR (250) and Communist China (50), though also
in some Furopean satcllite countries, i.e. Dast Germany (15),
Bulgaria (10) and Roumania (5). Trade with the European
satellites increased during 1962, although it represented only a
negligibie fractian of total trade. Cameroon imported the

O CONFIDRNTIL -96-
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equivalent of 1,3 miliion from, and exported Z0.7 million to
Communist countries, of vhich trade with the Soviet Union ard
Communiat China accounied only for a very small fracticn.

(v) Recent developments

_ 139. Cameroon signed a commerciel agreei. .t with Roumania
auring the scecond half of 1962, end in Harch aad ..pril 1963
slgned a scries of agreementa with -the USSR, Bulgaris and Foland,
The USSR subsoquently cnnounced that sho had agroed to assist
Cameroon in design and survey activitics, and to supply equipment
and natcrials for .or ccoromic devclopment, ‘he Bulgarian
Doputy Hinlster of TForelign Sffalrs anncunced during the rirst
half of 1963 that the Comeroon Government nad recucsted the
installation of an agricultural training centre, and that
Bulgeria wans rcedy to send the apecialists rcquired. In

April 1963, the Camercon Government subuitted to tiw USSR a list
of projeccts which she wished to undertake, but no decision has
B0 far beon takcn, The trade agrecment concluded with the USSR,
althovgh not mentioning the extension of crcdiis, provides in
rathcr vague terme for some industriesl installations,

110 4
(Population: 2,3 million)
leoneptic situation

140. Dshomey 18 onec of the smallcst frican statea, cnd the
pmallness of 1te intcrnal onrket paltes 1te indusirial devclopacnt
dcpendent on the possib.lity of cxporting its products to its
immcdiate neighbours (Togo, Upper Volta and Miger)., A four-year
oconomic development plan was started in 1962, aiming nt
improving agriculturasl production, which is thc moinatay of the
cconony, <stablishing new industries based on local raw materials
and the balancing of the state budget. Spcolal cfforts arc to
be made to improve tronsport and commmications, which are atlll
hanmpering development, ~

141, During the f'irst three-guarters of 1963, tic balance
of trade deteriorated further, with importa incroasing by more

than 30 while cxports, half of hich consist of nelm kcrnels and
palm oil, rosc by only 85 over the sane period of 1962.

142, Pudget assistence has boon provided by Prance, anounting
to nearly 20% of intcrnal revonua, on tho condition that the
Government takes the noceossary steps to remedy the situaticn,
Coprmmnist ceonomio aotivitics

(a) Regapitulative information

143. Up to the announcement of the arrival of a few Bulgarian
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cxperts, no cconomic or teshnical assistance had been provided by
the Sovict countries, Dohomey had no irade rolations with the
Sino-Sovict countrics up to 1563.

(v) Recent developments

144. Dahomey signed various economie, tcchnicel assistance
and cultural agrccments with the USSR, Bulgaria and Czechoslovakia
during thc first half of 1963, The rfirst indlcetion that
technicians from Communist countries may be working in Dahomey
vme announced by Bulceria, although so far no specific projects
have been agreed upon. ..t the end of 1963, 25 acadomic students
T'rom Dahomey were reportedly studylng in the Soviet Union.,

HRIGER
(Population: 3.0 million)

Reopomic situation

1&?. Jpoart from foodstuffs for home consumption (millet and
sorghum) the main agricultural resource of Niger is groundnuts,
which accounted for more than half its total exports in 1962,

The share of this commodity in Niger's forelgn trade has been
declining in recent years, as the Government atteupted to diversify
agricultural production and encourage cotton and tobacco
plantations, BExports of livestock, hides and akins have also
boen stepved up. Industry 1is still almost non-cxistent,

W6, Niger hes boen recceiving foreign cssistance from France
(about 60%), the IC (30,:) and the United States (10.). During
tho first half of 1963, total cxports rocovercd atfter the 1952
deeline, vhile the volume of imports was reduccd as comparcd to
the sa.c period of 1962, but the trade balence still showed a
amallsdcficit following tie serious gmp between cxports and imports
in 1962,

Qomm.mnmc;mmmm

7. Niger has becn repeatedly approached. by the Communist
countries since the middle of 1962, and o number of agreccents
waore concluded of a commerecial, techniecal and cultural naturc
with Poland, . Czechoslovakia and the USSR, but the President of
Niger  remained suspicious of Communist intentions. There has
been somo resistance by officials and studcnis teo the acceptoncece
of Sovict.scholarships, alihough by end-1933 about 70 acadcnic
students had started to follow training programmcs in the USSR (50),
some in Poland (10) and in the Soviet Zone of Gernany (10). It
Nas been rcported that some students arce secking their transfor
to Westorn universitiesa,.
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NIGERIA
(Population: 37.2 million)

zeonomic situation

WB. During 1963, Nigeria, who has the largest population
of all African countries, and who enjoyed relative volitical
stability in the middle of an area of conaiderable turmoil, made
satisfactory progress in the implementation of her 1962/68
developnent plan. 1118 plan calls for investments totalling
#5.3 billion over soven years, and anticipates an inflow of
foreign capital amounting to #915 million from official, and
g430 million from private sources. So far, forcign capital
antored Higerin at the rote expected dby the plion.

149. Nigeria has alrcady rceached a stage of development
which allows for e furthor divcersification of agricultural
production, and where the groundwork for the development of
industrics using local zgricultural and othcer natural raw
materials hes becn laid. During 1963, the main sectors where
growih was most significant werc: textiles, oil, cemont,
sluniniun and rubber products. It ie cxXpected trat the country's
necds for textllee will be covered by her own industry within
fivo years.

180. Discoverics of oil depcosits off the Niger Dclta and
the conplceticn by the cnd of 1954 of a refinery jointly owned
by the Government end Shell and BP will make Higeria
self~pupporting in petroleum products dby that time, The plan
envisages that by 1968 petroleum will have reploced cocoa as the
main source of forcign currency. The canstruction of the first
aluninium rolling mill sterted in Jugust and two ncw tyre
factories using local ribber entered into production,

7 151, Divereification of agricultural production made furtier
progress in 1963. .. sugar cane plantation and refihery to supply

eventually over one-third of Higeria's sugar requivements is
belng developed, Groundnuts and oll, cocoa and palm nuts and oil
ronained the main export commodities during the first half of
1963, amounting to 56f5 of total exports, followed by crude
petrolcum, rubber amd cotton, accounting for snother 21%., The
pain euphasi~ of the plan is on the furtiner expansion of cocoa
exports. lm nuts and groundmuts are recelving much lower
priority, .. iiprovement in oil extractlon methcds are cxpected
to incress. considerably palm nut and groundnut oil exports,
Cotton will also be developed as a foreign currency earncr,

152, As a member of the Commonwealth, Nigoria bonofits from
preferential trecatment by tho Unitcd Kingdom, who provides the
main outlet for Rigerian palm oil, groundnut oil and palm nuts.
The United Kingdom alsc imports 25% of Nigerian cocoa and ground-
nuts, with the Gomnon Market taking half Higeria's groundnut
oxports and over onc-third of cocoa and paln nmut exports.
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Communlst cconomic activities
(a) Recapitulative information
No developnent assistance has so far been provided
by thc Communist countrics, Trade relations have developed since
1960 as follows:

(million US H)

ol el - el -

| Exports : Inports I
§1960 1961 {1962 | 1960, 1961 ' 1962 |
U3ER 5.5 (8) 10 | - - o1 |
Surepean satellites 2.9 1 3.1} L.u | 11,7 1k.b? 15,2
Communist China 1.2 3.8J (a) 5.01 6.4 L.1
g " AP - - T it & A i o S P et -‘-o---—-»f-----«-—-q
TOTLL 9.6 | 6,9 | L.5 | 16,7 20.8119.4
B B ol B e T - SO 8 5 - » — e i T S 4
s % of total trade 3 0 2 | 2 35, 3., 3 |

| m&mmwmmmaﬁumm::rwmmzae
- (&) Lese than Z50,000

(b) Recent dcvelopments

153, Beforc tho end of 1962, Czechoslovakism madc two gliiis
to Nigeria, consisting of equipment for a children’s prunitui and
the University of Nigoria, Tre first tradc acrocint bartwnen
Nigaria and the USSR was signed in Moszow in June 1957, iy the
end of the same nonth, Nigeria had slso signed her ©icoot trade
-agreenent with Hungary. A Commmurist Chinesc Delegation from Giana
- wielited Wigeria in oy, end placed an order for cotton.

| 154, In Harch 1963 the Governmont sannounced tiat 1t had been
. able to rind only cleven candidates for thoe 45 sehuiarships offered
“by the USER, but at the end of the year about 370 Higerian students
-were reportedly following coursces in Comrunisi acadenic
..Snstitutions, of which therc were 230 in the '0SR, 10 in tho
“Bovict Zone of Germany, 20 in Czochoslovakila and the rest in
various other Duropcsn satellite countrics,

C. GAST AFRICH

155. The attempts to crecaete a fedeoration grouplig Touganylka,
Ugaiida, Nenva and Zanzibar failed afucr prolongea no-oot i ons,
showirg ine impossibllity at the present stage of réconciiing the
ver' vuc views, mainly on pollitical metiers, dbut alss on how to
Bp1 2L Industrial devclopment evenliy ovor the difforont reglons
by ithe cetablishment of a single economic plan,
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156, Comzanist economie activities in this reglion inereased
as the Enst ..fricen countries became indcopendent, but bty the ond
of 1963 no ajd progrumme had been set up by the Sovict countiies,
Viithin the narrower limits of her economic capebilities,
Comrmunist China may be expected to continue to concentrate her
ald and trade efrorts in this area. The Zanzibar cplaode during
the early months of 1964 drcw the attention of the free world to
the potential dangers of Communist penetration in this region.

TANGANYIES
(Popurlation: 9.8 million)

&egnonic situation

157. Tanganylka provides about LO of the world production
of sisal and also cxports cotton, coffee, tca and cocoa, The
rost of her agricultural production, hamnpered by lack of water
in the largocst pert of the country, 1s used for inicrna.
consunption, Tenganyika is well endowed with nineral rcesources,
and the mining industry, which has been steadily growing in
importance, produces oainly diamonds, gold ond lead. Rich
iron~ore deposits in proximity to coal provide further
possibilities of exploitetion if the transport prcblems can be
solved. Forcign trade has so far been almost entirely directed
tovards \/eatecrn Luropc.

e
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Communist economic activities

158, In October 1962, Tanganyika nnnounced thet she vas
ready in principle to sign a trade agrecmcent with lungary, and in
Doccmber 1962 conecluded a cultural agrcencat with Communist China.
Trade agreements vere also signed shortly thercafter with Poland
and Czechoslovakia, Communist China purchascd an increesing
share of Tanganyika's cotton crop during the first half of 1963.
By March 1963, it was recported that Poland had agrecoed to provido
tochnicilans fcr a sugar production survey., At the end of the
year, 270 Tanganylikan students were following acadenic courses in
Communist countries, of which there were 185 in the USSR, and the
rest mainly in the Soviet Zone of Germuny and Czcchoslovakia.

LoD,
(Populnticn: 7.2 nillion)
Economic situvation

Pl 4 SEP w D P8

159. Umanda nad a bumper erop of coffece 1n 1963 (160,000 tens)
for the sccond year in succession, cxceeding by sone 50,000 tora
the exportable quote alleocsnted by the International Colfce
Agrecment, resuliing in a drop in prices paid to producers and
stressing the urgency of sone rcorganization of tac agriculturel
scctor. Cotton production was more satisfactory and the
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1963/6L crop is expected to be well above the 1961/€2 fizuc,
when exXcens rain causcd a serious setback in cottoun ouiput,

without rcaching the 1962/63 level, when the crop was twice as
largc as the previous oinc,

Comrunist economic activitics

g g -y e b siumh Wik e v

(a) Razcapitulative information

In 1960 ana 1961, Communist China has been buying a
relatively large proportion of Ugenda's cotton crop. Sucl
purchasces were, however, Interrupted during 1962. Ugandan cxports
to the ESino-Soviet countries fluctuated as follows:

(zilldon US )

Exports ' Inports :
§ AR A A W ."', P .....4
1960 11961 !1962 11960 : 1961 1icu2
‘“-'-.‘ L.‘-‘ O+'- -Mit----'-“-r-“‘-q’ﬂ‘“
USSR : - - 1 - - . -
Puropean satellites 1.0 0.6 ‘ 1.7 ' 0.1 ; 0.1 c.1
Commuist China 5.1 1 9.4 - { (o) , =~ -
ST — . m » werbe 4 i i
TOTAL 6.1 |10.0 {.1.7 0.1 i 0.1 0.2 |
-, y e - - -"--. - T ﬂ-i
As % of total tredc L 8 | 2 tnegl.i.negl. negl., |
R T IR R e e SR R T A T I S ST P 2 :31’:”:':'.‘:'::.'*:‘—"".:..‘?:&3?;

{a) Less than £50,000
(v) Reeent dovelopments

160. In lay 1963, Communist China rcportcdly purchneged
one-ninth of Upanda's cotton production for the scason, crusing
internal prices to rise, Bloc prospects Tor tic extension of
tredo appoer favourable as far as they concern tie purchase of
agricultural products, upon which iast ‘friean countries dcpend for
export carnings, and for which there 1s relintlively lezss donuné in
the frece vworld. Uganda received 8 Bulgarian trade mission, but
no sgreement was signed. At the end of 1963, 110 studants fron
this country were recportedly followling acadoemlce coursces in
Ccamunist countrics, 45 of them-in the Soviet Unlon, 40 in the
Boviat Zonc of Germany and 25 1n Czechoslovaiia,

(Population: 8,8 million)
161, XKenya has maintained minor tradc rolatins with

Comrmlist Ching @uring rceent rears, mninly on the cxpert side,
vhlle some imports of 1liitlec cverall imporiance fror Juropian
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satcllite eountries have been reported. Defore the end of 1962,
the Soviazt bloe had established some stonding in Kenya by
extending finencial ald to an influentlnl fraction of tae Kenye
African Jationul Union, which participatcd in the Kenyatta
Government artor independenco. Of about 1,350 Tast /frican
students currently studying in Comnrmunist countrics, Konya
providced the lorgest grour, L45, of which 135 were studying in
the USSR, sonc 3C0 in various Buropcan satellite countrics
(Czachoslovakia, Bulgaria, Bast Germany, Hungary, Poland and

Roumania). About a dogen Kenyane are studying in Communist
Ch.'!.n&o
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LEGUITISTN
(Populetion: 15 million)

wcononde Bituntion

162, The closure of the Pakistanl border since 1961 had
practically cut the countiry off from hor econonic rclationg with
the froc world, as the USSR had become the main link through
which foreign goode could reach this land-locked country. Trede
with the free world during 1962 was therefore severecly hampered
as transport through MNorth-Bastern Iran presents considerable
difficulties. The imnediate result of the border closure hnd
bgen the loss of a largc pert of the Government's rcvenues,
depcendent for some 50,. on customs duties. This loss lcd to
budgetary deficits and, before the end of 1962, the IMF recummended
a limitation of Governnent borrowing and the establishment of =
unitary cxchanqe rate of the /fghani in an cffort to balrnce both

~ the Government's budget and the country's extornal accounts.

Domestic stocks of cansumer goods remalned, howover, in good
supply. |

163. In March 1963, a new Government took off'ice under the
leadership of the former Minister for lilnes and Indusiry,
Mr, Yussuf, and in May diplomatic relations with Pakistan were
restored, Negotiations with Communist China were initiated to
delineate the narrow stretch of border separating tae North-Eastern
part of /fghanistan from Commmmilst China. The reopcning of the
wfghan-Pakistani border, which ascompanied the resumption of

“diplomatic relntions, will help to strengthen . fghanistian's

Tfaltering econony and allow the resumption of deliveries of freo
world nid goods that had been plling up in akistan., The new
Government, although continuing to maintein cordinl relations
with the USSR, has been trying to improve its standing with the
Vieat. _ . o

Cormunist economic petivitles
(a) Recapitulative totals
Leonomic aid 1954/63: (million US 3)
; Extended " Drawn Og;si???éﬁg
‘Mm_r--,.“.., g, Jhy
USSR ; 93.5 = 2h9.2 2Lhh4.3
Turopean satellites | 7.1 i 0.2 6.9
i Comunanist China ; - i 0 .0 |
- { romAL i | 500.6 | 2u9.4 251.2
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Communist civillion tcchnicians in the country: 1,915
Number of naticnals trained in Communist countries(l): 395

(1) Miliiary trainees cxecluded,

Iradg: (illion US %)
 Exports Imports O
1960 | 1961 | 1962 | 1960 1961 | 1962
S I € - N g
USSR 16,81 19.7| 25.3 | 32.0| 39.4 | 39.4
Europcan satecllites N.8, | N8.| 0.5 | n.a.| n.a.| 0.6
Communist China ' NeBe | NeBle | Nells NeBe | NuB, | NaA,
S A ol @ PR W S ey -~y ko e vm e v ow
TOT L, 16,8 } 19.7 | 25.8 | 32.0! 39.4 | 40.0
el R R R ] -‘-Jh--—-u—-" - - bt ot o e o —
48 % of total trado ¢ 33 | 371 36 | 38! wo | 39 !
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. (n) Dnta for 1962 are estimates.

(b) Recent developnents

164, VWhile no chonge in the Sovict military programme was
observeble during the first half of 1963, the new Government has
raportedly been considering plans for lessening 1ts dependence on
the USSR for new itens of nmilitary egquipment and for training and
advisory assistonce, The Government hns cxpresscd its iInterest in
obtaining Swedish arms and indicated that it would like to rcnew
its Turkiah training progranne for military advisers, ns well as
te expond its arny training orogramme with the United States.

Vari, us proposals for reductiosn of defcnce expenditures were

- also under consideraticn during the first half of 1963,

165. Some new project contracts were signed with the USSR,
Plans for agreed projects umler the [.fghan second five-year plan
were completed and work on major Copmunist-aided projects under the
first plan continued, Soviet officials had commented on the
difficulty of obtalning local currency from the ..fghan Government
to cover the locel costs of some of thelr projects and con the
9th March, 1963 the USSR extended 5,5 nillion to generate local
currency for such ald projects. It is not quite cliear if this
aid was extended in the form of a grant or a credit, At the end
of 1962 it had been recported that the Conrmunist contries had
furnished about #16 million worth of eredits for councuner goods for
the same purpose. Several /fghan/Soviet aid agreements werc signed
during the rirst half of 1963, most of then being related to
purchnses under the second five-year plan, which started in
March 1962, and to which the USSR had previously cummitted hereelf.
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166. These contracts include the asphalting of the road
between Doshil end Sherkhan (formerly Qiziloala), cxpansion of work
on the Bagram military siiport and the establishnent of four
mechonised farms, Vlork on the majJor existing projects proceeded
rapidly. The UJSR assistod in the development of Jfghanistan's
inportant cotten crop by sending tractors, fertiliser and special
wind-resistant cotton seccd, devcloped in tho USSR, The Comnmunist
countrics' petroleum exploration programue in lorth ,ifghanistan

led to the discovery of an important new ges field and new
petroleun wolls.

157, During th> vigit of the Soviet President Brezhnev,
(12th to 17th October, 1963), an agreement was signed to exploit
Afphanistan's extenslve natural gns reserves, discovercd by the
Soviets, Gas production is soheduled for 1966, Z5% to be utilised
domestically in a 24,000 kW power staticn and a chenical fertiliser
factory, and 75% (1.5 billion cu.m.), eculvalent o8 a source of
cnergy to 1.3 nillion metriec tons of petroleum, tc be exported to
the USSR, thus providing a substantial Afghen cxport at a tinc when
debt repaymcnits to the UGCSR will become burdensornio.

168, The fortiliser factory and the power station are to be
finonced under the cxisting Soviet econonie assistance pregramne,
while exports to the USSR may possibly involve the construction
of a pipeline, It was also agreed that four hydro-electric research
stations will be cstablished along the Jb-e-Panja River, which
forms the border between the USSR and North-East “.fghanistsn, to
deternine the hydro-clectrie and irrigation potential of this
rogion. In addition, an agreement had been signed on
5th Scptember, 1963, providing for Soviet ¢o-operation in building
an atomic research rcactor in Afghanistan, Soviet spcclalists,
Tfuel, maschinery and equipment will be provided, and Afghen experts
w7ill be trained in Afghanistan through the Intcrnational Atonic
Inergy ..gency, which will also arrange to send 2 number of ,fghan
students to the USSR Tor training. It 15 not nown whether the
reacter will be financed through a grant or a crecdit,

169. The USSR is to cantinue exploration for coal, iron ore,
gold and beryl. The capacity of the grain silo oi the Soviet-bullt
bakery ot Kabul is to be expanded from 20 to 50 thousand tons, and
additional factories for the production of blscults and nmacarorni
are planncd, The factory to produce constructicn materials which
tica in with the activity of the Soviet team drawing up plans for
the rebuilding of the city of Kabul 1s belng constructed, and
further progress was reported on the Salong Pass tunnel, the
Darunda and Naghlu hydro-eclectrie projJects nlong the Kabul River,
and the Kushka to Kandahar highway. The Sovict-built alr terminal
at Xabul was officially opcned in May 1963. The USSR has
succeeded in advancing the date of cpening of its polytechnlc
institute for 1,000 students in Kobul fron 1967 to March 1965, tut
ALfghan officials, ccncerned about Sovict penetratisn in the field ol
cducation, have strcssed that they could provide neither the local
currcncy costs nor the 1,000 qualified astudents. So far, the
Hinister of Dducation has rejected the Soviet reouvest to cstablish
five preparatory scheols,
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= 170. .\n air scrvicec between Prapue and Kabul was inauguratced
= on 20th June¢, 1963 by Czech airlines. ‘bout 2,100 bloe
o,technicians wore ot work in ‘fghanistan during the first half of
— 1963, of which morc than 1,900 were cconomic advisers and technical
= porsonnel, and ebout 200 military advisers., J[bout 420 acadenic
% students and some 220 nllitary persomnel vere receiving training

in the Soviet bloe countries (mainly in the USSR, but a few in
(o Poland, Czechuslovakia and Communist China).

URE P

171. The most important trading partner of . fzhanistan remalns

= the USSR, which absorbed in 1962 over 37% of total Afghan foreign

O trade, It is s8till t.o early to evalunte the results of the

reopening of the Pakistani border on trade with Western countries. *
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BURMA
(Population: 23.7 million)

ggunomig situntion

172, During the first half of 1963 the Burnese nmilitary
Government took a nunber of steps towards a firnm control of the
econony; private banks were nationaliced and neasures were taken
to place all impor* trade under a state organizati-m. Sinilarly,
all nejor export trmde will be condueted by a state monopoly.
Retail trade wos also placed under Governnent control.

173. In Qctober, the revolutionary council produced a report
on the country's eccnomic evolution in which it was claimed that
ngricultural production during the year October 1962/September 1963
hod incroased by 139 over the previous year. In the nmining
industry some progress wags rep rted in the production of land, zinc
and copper, while tin production fell, The nanufacturing industries
and handicraft were sald to have increased their production by
nearly 6€%. The foreign trade balance wvos kept favourable by a
steady reduction of imports, leaving a credit during the first
nine montha of 1962/63 of about F31 million ns compared with a
eredit of roughly 847 million during 1961/62,

174. The last rice erop completed in enrly 1964 has been
astimated at about 7.7 million metric tons as against 8,2 million
tons in early 1963. The reduction was reportedly due to adverse
weather canditicns and floods. The smaller crop will not
necessarily mean reduced export earnings in view of the carry-over
from the previous season and the higher narket prices,

. 175. The 1963/64 programme foresces e maln effort in
agricultural production (mechanisati-n, irrigation, fertilisers,
extconsion of cultivated areas). Agricultural production 1is to
increase by 185 over 1962/63. MNamifacturing industries anq
handicrafts are to increase by 43%, mainly in the state sector.
Foreign credits during 1963/6L are expected to amount to sone
£120 nillion.

Conmunist economic activities
(a) Recanitulative totals

Geonomie atd 1954/65: (million US £)
— g o Twem | Outstanding |
o Bxtendod | Dravn | o7y 1,6
USSR i 13,7 10.7 3.0
Furopean setellites ' 1,5 1.5 Y
| Communist China ! .0 L.,5 79.5
TOTAL b99.2 | 16,7 82.5
B e m A g = e Py B e — g S R S P R TR . — e e
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Technical assistance as of 31lst December, 1963:
Communist c¢ivilien technicians in the country: 90

Number of patisnals trained in Communist countries: 55

Irade:
(nillion US g)

A dpam oA B sk _‘_ B K X g L B b 4

Zxports ! Inports

T o T‘wmn““--c LN R e

1960 ! 1961 ! 1962 1960 1961 {1962
(a) 120.1 | 2.9 4.5 | 5.9
L.l l

H
USSR i 5.0
Buropesan satellltes i 2,0
5

- h-ﬁ 7-8 ;‘406 5-5
Communist China 37.2 1 18.9 | 24.7 20,6 128.6
TORAL o113 [41.3 (33,3 13500029, 050, 9
p— - S Sebhs gl - '
As % of total trade : 6 ! 16 | 11 | W ‘13 |15

SRS N & &8 VE-E PO YR 57 5 Suh

ia; Less than 50,000
b) Including negligible amounts of imports from North Vietnam,

(») Recent developments

176. During 1963, Burma continued to follow her policy of
neutralismn ~nd of guod relations with Conmunist China, a pelicy
vhich woe not visibly affected by the Sino-Indian dispute in 1962,
Gg:ﬁunist_china cuntinues to play a dominant rfle in bloc relations
with Burma. -

177. During the second part of 1962, the USSR extended o
credit of 3.8 milliun for the construction of an irrigation dan,
repayable through deliveries of rice over twelve years, at 2.50
intercst, and Czechoslovakia provided a loan of 2.2 million,
repayable over twelve years at 2,55% interest for the purchase of
1,000 farm tractors, lorries, ploughs and a tractor assembly
factory. The Czech loan was supplenented in Merch 1963 with a
USSR credit of #2,.6 million for the purchase of an additional
1,000 Soviet tractors. The 8Soviet credit includes spare parts,
accessories and other agricultural inpplements., It also provides
technical assistance in tractor assembly wnd maintenance, and
training for Burmese technicians in the USSK.

178. The implenentation of the Chinesec #8L million credit of
January 1961 made sone Curther progress, Projects under this
scheme which have been or are the sublect of preliminary surveys
consist of three hydro-electric projects of nbout 500 kW each,
two road bridges, a textile spinning and wecaving mill, a paper
mill, a motor vehicle tyre factory with an annual capacity of

NeeZO COIFIDIITLT, ~110-
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150,000 tyres, two suger mills, two plywood factories and the

expansion of the steel-rolling nills at Ywana. A factory for
the construction of diesel engines, a water-pwmp factory and a
road project have been cancelled.

179. The firat actual deliveries of mrterials under the
Chinese loan arrived in Lpril 1963, vhen o consignment of 3,500
young fruit trees vms dolivered by air, Ylork on the irrigation

- dan being bullt with Sovliet assistance, for which an agreement

vns signed at th+ end of Awgust 1962, is proceeding on schedule,

180. About LO Chinese technicians were currently at work
during 1963, consisting of wvarious tcoms ol experts surveying
projects under the Chinese line of credit and o group of sugar
experts. The USSR nmaintalned LS civilian technicians, geologists,
prlanning experts and hydro-clectric engineers in the country,
and seven Rouranian petroleum technicians werc also present in
Burma during 1963, Twenty Burmese tractor technicians departed
for the USSR in June 1963 for a three-month training course in the

~use of Soviet tractors and the operation of mechanised farms.

They were later joined dby oncther group of about 25 students under
Soviet academic training progremmes, while a few Burmese scholars
went to Hungary and Czechoslovekia,

181, During the firat half of 1963, the distribution of
Communist trade with Burma showed a considcrable change in
relation to previous years, The Communist countries suppliecd
about 193 of Burma's imports (as compared tc 15% in 1962) ana
purchased about 9% of hor exports (115 in 1962). The USSR
overtock Communlist China 28 the main bloc purchascr of Burmese
goods (mainly rice), while Communist China rcmained Burna's

largest supplier within the dloc, Under the barter trade

agrcenent with China, Burma had sccunulated mainly in the yecars
1958 to 1960 considerable import surpluscs, This import surplus,
which still amounted to about £17 million in October 1962, had
becn reduced to 1.5 million by the end of March 1963,
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CAMBOPL,
(Populetion: 5.8 million)

Zcononic situation

182, Political conslderati ns gtill lergely overshadowed
the finencial and cconomic problems which the country was facing.
Relotions with Thalland remained far from snotisfactory and
notwithstanding the ecnhnomic disadvantages the Government broke

off rclations with tio Diem GQovernment in South Victnan. Cambodia

renounced all Jaerican ald and recallcd her fambassador from the
United States,.

183, Cambodia's cconomy remaincd in 1963 on the whole
healthier than most of her immediate neighbours' -economics; the
high cost of the implementation of the development plan, the
growing budget deficlits and the incrcase 1n the cost of living
were, however, indicative of a growing cconcenmic tension,

Prince Sihanouk hos repeatedly stressed the cffort of industrial-
isation undertakcn by his country, with the main emphasis on
improvement of transport and development of port facilities and
hydro-electric energy. His Government has also announced its
intention of natlonalising trade and banking.

QEEEPQAQE_QQQ.Qm&s_astiV1£Ase

Beononde, ai@}gﬂvﬁl (nillion Us %)

JEERMERE - A A W S B P .-Q."""‘”"T'.ﬂ At & 4 B .ll’lﬂlﬂ-‘-*w_'—".m

Outstanding '

: Extended ; Drawn ; on 1.1.64., !

. ' W llll.-l--l-u- s
USSR 21.4 93 f 12.1
Eurcpoan satcllites S | 1.7 @ 3.7
Communist China L9.4L 39.4 | 4.5

Tommn 7642 u5.9 | 30.3 :

xgqggé&gl_gpsistﬁﬂnp as of 31st December, 1963
Communist civilian tcchaicians in the country: 155

Nuuber of nationals trained in communist countrics: 95
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Irede: (miliion US ¥)

i Exports Inports

1960 | 1961 | 1962 |1960 | 1961 . 1962

USSR 3.1 0.9 1.0 2.1 1.7 2.3
Duropeon satellites 2.31 0,7 2.3 3.6 3,71 4.9
Communist China 1.3 0,7 3.5 8.1 ] 6.1} 8.3

Pﬂ.w-uw—-‘ﬁ st
TOTAL (a) | 7.0 3.,5] 7.1 (w4 {12.3]17.4
AT AN —— - - et .
48 % of total trade 3§ 5| 13 87T P~ A

(8) Including imports irom North Vietnam: 1960: 0.6 million
1961: 20.9 million
1962: #1.9 million

exports from North Vietnam: 1960: 20,3 nmillion
1961: £1.2 nillion
1962: Z0.3 wmillion

(b) Posent dcvelopments

184, Since mid-1962, Cambodia has displayed an incereasingly
bencvolent attitudc towards the Commnist countrics. She had
established diplomatic relationa with all the countries by
January 1963 and economic and military aild agreements with the

. USSR werc corcluded in April., The USSR extended a credit of

12,2 nillion to construct a dam vith an electricity-gencroting
cagacity of 50 m¥/, construction of which is schedulcd to begin in
1965, Details on the military agreement are not kmowm, vut the
USSR ia cxpected to provide 37 nm. anti-aireraft guns, four HiG.17
fighters, n number of military vchicles, and a rodar set with
assoclatod equipment, This is the first tine that Cambodia hos
acocpted military aid from a source other than France or the
thitod States, although she will probably continue to rely mainly

- on tho Vest as a source of military assistance,

185, The Soviet technologiecal institute financed through the
Soviet commodity irport programme is to be completed in early 196k,
and has bcen designed to acconnodate ultimately 1,000 studants,

25 Soviet instructors are expected to arrive in Cambodia to
teach at the institute for n period of two years, It 1s
anticipnted that during tihe opening year, the first closses nay
include a total of about 200 students.

186. The previously-completod projects under the Chincse
progromne in Cambodia {the plywood factory, the paper mill and
the toxtile mill) are still operating below capacity. In
particular, various attempts have becn made to improve sales of
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plywood, but ithe factury still remains rathcer an cnbarrassnent

to the Canbodien Governuent and, presumably, to tiie Chincse,

The tronsuitting coulpnent of tae Chinescebulls radio stotion was
8till operating vnsatisioetorily by mild-1963, in spitc of the
efforts of two Chinese technieclans dauring their stay in Cambodis
frou Scptosber 1962 to Lpril 1953,

187. Funds originnlly earmnrked for the iron suclter projoct
have now boen switched to the” ganstrieticn of a sccond textile
nil) end o gless foctory.. Ten Chinese teehnicians srrived in
Lugust 1963 to start the implenentatin of the projectcd glass
factory, JAnother g4 56 million of the existing Chinese credit
for the econstruction ol a cement factory was also annocunced, and
the factory 18 scheduled to begin operation in Decenber 1963,

L. slopughter-house built with Chinese ald was ofTicinlly opencd in
Buttanbang.

188, The Cambodians and the Chinesc are also reported to be
working ovt the detzils of two cotton-sced oll factorics, to be
consirueted with Chinesce ald. iurther progress was also made
on the otier projccto, Initial constructli.n activitlies
concerning the tyre factory, the tracicr assenrly facticry, the
sugar rcfinery and the snall-scale muinitions factory wxior the
Czech 1line of credit were undertuken.

189, The nupber of civilian technielans from the Conmonist
countries in Cambodia during the firsi half of 1963 resc to 145,
including about 95 Chinesc techniclans, most of them workirg at
the cemcnt factory. The Sovict technicians wore modniy emrlioyed
at the tcchnological institute, ond at the Soriet-bullt
"Pricndship Hospital' at Phnom Penh. Some 95 Cambocints werce
currcntly studying in Communist countries, mecre thon 60 of then
in the USSR, 15 in Czcchoslovakia and 5 in Corppunist Chlna.

190, Cambodia's total trade with the Communist counirlces
during 1962 inoreased to F24 miilien, as comparcd with 16 million
in 1961, In this tradc are included the programncs scot up by the
USSR and Cormrmnist Chira under wilch commodities importicd by
Cambodin are sold te crentc the loeal currcncy rnolessory t: pay
local costs of Sovicet and Chinesc ald projects in the country.

It is estimated that the Soviet programme in 1942 gencrated about
£1 nillion in local currency, and that the najor pact of
Cambodia’s 24,8 nillion import surplus from Coumunist Chlna
consisted of simdlar sales,
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CLYLON

(Population: 10,6 nillion)

weononde eituvaticn

191. ..fter throe ycars of austcerity pclicy, results so fap
obtaincd reoain below oxpectatisne. Desplte the officinl
announccnent claining the establishuenht of some LOO now
industrinl enterpriscs during the last threc and a half ycars and
the ploanned 200 new development projcets, unenploynent continues
to plague th: country, and the national income falled to increamse
according to plan. Difficulties in transport and the
Novenber 1963 strikes at the port of Cciombo, paralysing Ceylon's
onin link with the cutside world, have contributcd to the bleak
outlock for the econony.

192. Despite a record tea orop of 490 million 1lbs., {a 5%
inerecasc over 1962), export ecarnings may refmin at the senmc level
as the previous yoar's becoucse of a deeline in prices. The output
of rubber and coconut products renainced practicolly unchinnged as
compared with 1962, .t the cnd of 1963, the dovernnont
nationanlised oll distribution and the gencral insurnncce business,
The Unitced States suspended her pld progranne wntil stepe were
toakcn to compensate the oll companics for selzed asscts,

Communist oconomic activitips
() Recapitulntlive totals

ic ald 195L/63:
Econopic aid 195u/03 (nillion US %)

A w2l i, i wiinedls IR PR e g oW A, e T iy ol PP . i-—-.ﬂ-lﬂ - !-- o A W Pl R WA
% i Extended! Drawgu; ?zzftagd#ng
'ussr : . 30,0 | 7.2 22.8

| Duropean satcllites | 104 I 3.4 l 7.0

| Coonunist China ' 36.8 | 10.7 5- 26.1 |

. POTAL C77.2 1213 ! 55.9
Technical assistance as of 31st December, 1963:

Corrmnist civilian techniciane in the country: 85

Nunter of nationals trained in Conmuriist countries: 200

-115- N.TO G




=
=
&
(o)
—
==}
=
=N
(]
e
e
=
O
=
-
Zz
=
=
N
o
>
=
o
e
H o,
N
)]
<
—
@,
=
=
5
=
=
79!
Q
—
Q
LR
|
a
&
(o
=
8
=
[~
=
=
(o)
e
o
)]
2
-
&,
=
=

~115 - NP0 CONFI

CEYLON
(Population: 10.6 nillion)

wsononie sitvaticn

191, ..f'ter three ycars of austerity pclicy, results so fap
obtalned ronain below cxpectatiins. Despite the ofTicial
announcerient claining the establishment of some LOO new
industrial enterpriscr during the last threc and a half yenrs and
the plonned 200 new de 'clopnent projcets, unenplouynient cantinues
to plague the country, and the national incone failed to increasc
according to plan. Difficulties in transport and the
Novenber 1963 strikes at the port of Colombo, paralysing Ceylon's
nnin link with the ocutside world, have contributcd to the bleak
outlock for the econolly.

192, Despite a record tea orop of 490 million lbs., (a 5%
inereasc over 1962), export carnings may retmin at the senc level
as the previous yeer's beepuce of a decline in prices. The output
of rubber and coconut products remalned proactically unchanged as
comparcd with 1962, ..t the emd of 1963, the dovernoent
naticnnlisod oll distribution and thec gencral insnrancc business,
Tho United States suspended her ald progrennc witil steps vere
takon to compensate the oll companices for selzed asscts,

gompuniet cconomle activities
(2) Receapitulptive totals

onomic ald 1 03:
Beonopic, ald 195L/63 (nillion US &)

- e a————

v W - A e gl . Y A A - -

g -

) ' { f
! ;Extendcd' Drawn iOEEBtagding
| USSR - ;30,0 7.2 | 22,8
i Curopean satecllites i 104 3.4 ‘ 7.C
I Connunist China b 36.8 f10.7 A 26.1
R ) o i bl ....‘--.--,-.-..._...-.I ,_.....-.....,.| - o - =
| TORL . TT.2 | 213 | 55.9
Technicpl assistance as of 31st December, 1963:
Cormunist civilian technicians in the country: 85

Nunber of netionnls trained in Comrmnist countries: 200
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Irpdes (m1711ion U2 )
l l Eprrtéi Iryorte '_1
1960 ' 1961 | 1962 |1950 !1961 1962
-rﬂl—n—-— e i e e "
USSR 8'2 9!5 708 1.3 ?.0 i 7.2
Puropenn sntellites L.01 7.0| 12,1 3.3 1 8,9 :11,8
Communist Chinn 25,3 | 17,4} 28.0 [27.8 ; 7.3 i-ﬁ.é
| NOP———— o e A o - - - sl mw e [EE—— |
TORAL | 37.5 | 33.9 | 479|324 |16.2 |27.6
t—:uw e A TR B T W WP W W s o A ir------—v--—u'-—--—- -
AR 4 of totel trade 130 10123 (! 5 1 8
- mn;mwm:mvimt o &5 o-F ] :;zr:&:m

(v) Recent dovelopments

193, The inereace in Communist ceononic activity in Crylon
which sinricd in ecorly 1962 continued throughout 1863 favoured by
the dcterioration beth of the eccrnonic situation on? of the
Govornacnt's relations with foreign companies, Boefore the end
of 1502, thvee major agrecnents were prolonged for a furthar
period of five yeoers (2953-67): the aid agrecements viih the USUR
and Compounlist China and the rubher, rilce, trade onl poyacnts
agrcement with Caina. ot the ond of Fehruary 1663, Poland
extanded a credit of $5.4 nillion repayable over eigi:v years ut
5:5 intercst for the purchase of complete factories, machincry and
eguipnent (ineluvding a hardware fretory). ‘

194, Despite the suspension of the United Statee aild
programmie in Geylon on 7th February, 1963, Cuumn:.ist coultries
apparently concentrated thelr mnin efforis on improving thelp
trade ties with Ceylon rather than att=pting to replace the
United States as a sourcc of large—-scale foreign ald,

195, Progress under the Communist economic assistancce progranned
continued at a2 slow pnce, Mogt of the sixteen Sovict pro;ucts
originnlly forescen in the 1953 ald egreenmcnt have graduvnlly becn
a:ropped. The programme suffered from poor planning and the
inprectical charccter of some of the projccts, errors to be
atir‘buted rather to Ceyloncse officials than to Sovict techniciens,
So far cnly the iron and stecl works, and the tyre Inctory
inaluded in the prograime have nade sone healdvay ord on
15th fagust, 1963 an agrecment ves concluded by which tiwe USSR
wolld supply Ceylon, under the line of credit cextended 1n
T'ctrunry 1958, with cquipnent ard technieal mssistance for a flour
piil and o grain clevator near tic Colonno harioar,

196¢. Under the guldance of Czech technicians, soveral snell

indvssricl projects included in tae Czoch 2.7 billlon mssistance
roginua.c arce necaring conpletion.
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197. it the cnd of 1963, chout 35 Soviet tcehniciars, 45 fron
the Juropecn sntcllite countries and 5 Chinesc were working in
Cuylon, tho lnticr bouing rceinforced by a group of i(en technicians
by the cad of JLugust 1963 to carry out studics on sand supplies
end veriocus nroblens conmnocted with the construction of n glass
fnetery,

1uv8, The mutually-satiafaciory and successful rubber/rice
trnde with China, the offcers of Sovict petroloun procucts at
prices considernbly lower than those of Yestern cil companics,
and the ability of the Corrmunist countrics to absorb increasing
quentitice of the expanding exportable surpluses of Ceylon's mnin
comnoditics favoured the Governnent's current policy of exponding
trade with these countries. In cdditinn, ~ reguler sihipping
soervice vas inauguretcd 1n the first half of 1963 beticen Coylon
ard toa USSR, and a Narth Koreon trade nission was csteblished
in Colomdbo,

199, Ceylon's irports fron the Gommunist cowntrices during
1962 inorenscd by ncre than 505 st & time when Ccylon's world
inports fell siightly. The Soviet Union has becn sclling
greoatly incrcased guantities of petroleum products to the country;
as a resvlt, the ehare of the Sino-Soviet countrics in the total
inports of Ccylon rose from 5% in 1961 to 8% in 1962, The bloc
inorcasod simultencously its share of Ceylon's world exports to
nearly 135 in 1562, as conpared with about 107 in 1961. lore
then half Ceylon's 1962 rubber ecxports went to the Conmumist
countring, of which the major sharc wes taken by Communist China,
although Bulgaria and Czcechoslovakia were also buying Ccyloncse
rubber. - In cddition, Bulgarin, Czeochoslovakia and Rounnnla were
added to the 1ist of Conrmnist countries buying Ceylon's coconut
011.
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0,12) 078
(Population: 4520 miliion)

Feoonopie situation

200, according to the mid-tern appreisal of the third plan,
issucd by the Plenning Commission in November 1963, the growth of
notional income during the rirst two years of the third five-year
plan has been estineted at anly 2,5% per annunm, conmparcd with the
ratc of over 55 envisagea in the plan, and 18 barcly above the
rete of growth of the population, re-estimatcd in 1962 at 2,15 to
2,25, During the yoar iderch 1962 to March 1963 total
agricultural productim doclined 3.4% @8 comperced with the previcus
yoor, and grain production dropped from 79.9 rnillion tons in
1961/62 to 77.5 nillion in 1962/63. In 1962,/563, raw cotton
production bardly reached the level of 1960/61 (5.3 nillion bales)
aftcer £ shorp fall in 1961/62 (4.5 nillion beles). Overall
prosp.cts for the eurrant yeorr ars, sowever, bri lcr, ™e
trcnlds discernable in the industrial acctor are oorc oncouraging
although the incrcasce of 6% in 1961/62 and 8{. in 1962/63
ronsincd well below the planned 115 annual incresse,

201, There ws a considerable nct inflow of forcign capital,

- ~but by fer the largoest pert of the aggregate new investoents was

finnnced through additional domestic saving. In the first two
yoors of the plan, new enploynent areated in the non-cgricultural
scctors was ¢stimated at 3.2 nillion., Howover, the total

avoilable nanpower incrcecased nore rapildly than thc cmployment
opportunities.

202, During the first twe yecars of the plan, Indin's trede
balanee inprovod somewhat. With exporta rising stcoadily and
imports being kept below the 1960761 level, deflcits for 1961/62
and 1962/63 anounted to 714 million and Z861 million rcspectively,

- as ageinst roughly £1 billion in 1960/61. The position in respect

of invisiblce vorasened. The belance of paynents ?osition still
continuos tuv exert scricus pressure on the country's cxchange
roscrves, notwithstanding a rise in forcign assistance,

203. The incresse in Government expenditurcs resulting malnly
firon o eonsiderably enlarged nmilitary effort in the face of the
Courunist Chinese thront hes bean met by larger rovconuc receipts
fron taxation and incroased rcceipts on capital account, rather
then through a progressive increase in budgetary dclicits,
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Copuunlet ecconomie activitics
(a) WJocapiemlntive totnls
Oﬂ%BL}M@ (millicn us g)
- i ap . -fﬂﬁm”'“"--'“'ﬂrmﬁ“‘-O - . e AN e W
Outstandi
LEE?TNdﬂd, Drasm on 1.1, i
TJSSR : 811.1 MCB L'»62.3
Europenn satellites | 221.2 3545 185.7
Cormunist Chinn : 0o 0 0
oL t 1032,.3 384.3 647.0
SEREES £ & I TETTERT TErmrp -y
Teshnienl nssistance as of 31st Decormber, 1963:
Comnuniet civilien technicians in the country: 9560

Nunber of nationals treincd in communist countrics: 855

arpdes | . B (nillion US )
! Cxports : Imports
l—“—q" g

1960 {1961 11962 1960 1961 1962

USSR 62.8| 65. 2| 29,0; 54.51122.5

uropoan satcllites 33.21 46,7 85 0 39 8, 77.5 89 6

Comnmunist China 11.8 D.u{ C.L .BL 6 2.5
TOTAL (a) 1 107.8{113.3'163.9 75,6135, a 215.3 |
m-wnr" draivarml wr wglr W Sy SR A A AR & -‘+--.-'ﬁ.-~-‘-ﬁl- :“-‘-"..H.‘%—'H

A8 5 of total trade ; 8, 8, 122 ., 3, 7 10

mm” 2 lﬂ‘”ltimm‘m"lﬁtiimt um

(2) Ineluding trede with llorth Korea and llorth Victnan

(b) Recont developpents

204, The. Sino-Indian border conflict, whiclh started in
Bcptember 1962, 4id not affcet Soviet willingness to continuc ond
oven to incrcase her nilitary aid to India, In early 1903, the
Soviot MiG.21 fighters previously ordered by India begnn to be
delivered and in Jugust the Indian Governnent announced theot u
governnent-owned corporention had beem organizced for the
nenufncture of the aircraft under Soviet licence in twu factor.ics
tu bo constructed in the Maharaghtra and Orissa states. The
Indion cstimatcs indicated thrt it would teke two years before the
fretorics were set up end the 1!14Gs acturlly procuced. cecurd'rg
to the Indian Minister of Dofence Production, thcrec hrs boen no
Sovict cormitnent for financial assistance on this projecct.
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205, The USSR had offered a wide ranre of sophlcticated
nilitary equipnent in May and Jun> whish Irdia had welcored,

although she will continue to rely for military supplies Lainly
on the \/est,

206, In May 1963, a cultural exchonge egrceacnt wes signed
with the USS2, providing for a substantisl ‘ihnercasc in exclianges
in the fields of scilence, education, public health, art and
sports, The USSR announced that ten. scicntific centres would he
establiched over the next six years by seversl Indian
wrilversities, with Soviet tochnical and financial assistance
extended through UNGSCO, The Soviet systen of educaiion has becen
introduned on an experimental basia in three schools in the Punjab.
Ar ocxchange of scicentista wos arranged with Czechoslovakia and o
five~year atonic energy agrocneat was signed with Polund in
Lypril 1863,

207. Since the middle of 1962, two new econonic credits have
becon extanded to India by the Iuropean satellite couuntries; the
first was extended by Poland before the end of 1962, and arounted
to 32,5 million, repoyable with Indian exports, and bearing an
interest of 2,5/, f'or the developnent of coel nines ard the purchase
of ogquinrent for the coal industry. In Novenber 1943,
Cguchoslovaliia offered a new credit of £50 millior fcr the

- expansion of the foundry forge at Ranchl and the hoavy clectric
- works at Hyderabad, both of which ace under coustruction unlcr
pravious Czech creditis. The total disposition of tic now ald
38 to bo necgotiated before the niddle of 1964,

—~~ 208, Ro new Sovict doveclopoent ald had been cxtondod during
1963 but with a .60 nillion backiog of so Tar uwnutilised credits
etill avallablc to Indle the 8oviet assistance progrome is in g
yocition to continue to contribuate in aan ioportant way to the
country's cconomic development progranuic.

’

209, Jovict aid has *~rm focused on heavy industry. The
nost outstanding project - the Bhilal steel nill, whose expansion
to a cepreity of 2.5 ul™r - - ns of stecl ingete per year is
axnected to be conpleted ., .ad=1964. A United States stecl
survay tean rated Bhilal as the best-operated stecl nill in the
puhlic scctor{l). (Thec nmost econoniecally cfficicnt steel vorks
pro thase of the privetc Tata Company at Janghelpur). The

United States experts gave tiac followling reasons for this suceess

- J— N - g P - i

(1) Thc other uain stecl nills in the pudblic szctor cro: The
Rovrkeia plant (constructed with assistance froo th. Federal
Republic of Gerpany, end probably the nost techni nlly
edvanced trpe of stccl mill in Asia) and the  ° ~  lant
{Lullt with United Kingéon acsictarcce), In ..« . Sovict
Union agreed to rgplace the Uulted Jtates ms wio adn sourse
of financinl aid for the establisunent of an acal tional steel
nill at BOIARO,
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(a) The contrect puts no tine limit on the period of Sovict
supcrvision and, as a result, the Sovict technicians
are¢ able to cxcriise 8 continuing influcnce on the
cperation of the nill,

(b) It 1s a relatively unsophisticated plant, ranufacturing
a comparatively sipple 1line of products,

(o) It has access to the highest grade iron orc, and its
actual capacity exceeds ite rated capacity, thus

neking it a folrly simple matter to achicve high
production .~ccords,

210. S/ork on the othor Communist projecots progresscd at a
rate which vms generally satisfactory to both Indias and the Soviet
countricn, Constrveiion of the heavy machinery factory at kanchi,
wilch incliudcs both Soviet and Czech assistance, was bchind
schodule by the ciddle of 1962, mainly as a conscquence of Indian
nlarming crrors, but construction has shown considerable progress
since tho beginring of 1963 and lirited production wrs expected to
begin before Lhic end of the ycar, Production on a significant
scalie ls, however, not expectod before 1967.

211, Work on the coal-nining machinery factory in ¥est Bengal
cortinucd &t an accolerated pace, and production was cxpected to
start before the end of 1963, with full production schcduled for
1966, The Neyveli thermal power station, which was inauguratecd
in 1962, won high praise fron Indian off'iclals and all of its
five 50,000 k¥ units begon operation before the cnd of 1963, In
Febranpy 1963, the USSR agreed to expand its original capncity
{rom 250,000 to 400,000 kW, The Soviet $20 nillisn crecdit for
its pharnaceutical progranmc also moved rapidly ahead, with first
deliveries of eouippent starting in early 1963, conconitantly
with training programaes in the USSR, This progranne includes
Tactorics for the manulacture of antibiotices, synthctic drugs and
surgical lnstrunents,

212, Developrents in the fleld of petroleun under Conmunist
aid pregrannes included contracts for additicnal Soviet dril.ing
equipnent, and the veginning of construction of a refinery in
Gujarat, The Berauni refinery has been dclayed and production
originally plarned to start in April did so only by the cnd of
1963, The Rounmanian rcfinery in Assan continues to cxperlcence
difficultics. A projecct to imnoculate the cntire populatisn
against smallpox with Sovict assistance 1is under vmy, whilch nay
be’ comprred with an equally impressive United States nelaria
project,

213. The nodel co-operative farn cstablished with Soviel
asslstance ot Suratgar appeers to have been a fallurc. Huch of
tho machincry rcpains idle and reeent reports indicate that tre
chterprise has been running at a considersble loss. Soviet offers
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to establlal other similar enterpriscs have evoked 1little
enthusiesn in Indian Goveranent cirecles,

2lhe Of the approxinntely 960 Sovict bloc ccononic technicians
in Indie during the sccond half of 1963, about 735 canc fronm the
USSR (nainly in conncotion with the Bhilai stccl plant), while the
second largcest group consisted of about 110 Czech technicians.
An estineted 2756 Indian students were following ~ourses at acadcnic
institutions of various Sovicet countries, while 580 trainces were
curirently recciving technteaid-treiming-in the Connmunist countries
nainly in tho USSR. Whoreas approximately 700 Indians underwent
training in the USSR in relation to the Bhilal steel progranmne,
nost of the current training is now undertaken in India at the
Bhileil works, About 75 Indiens destined for employnent in the
Ranchi works are scheduled to go to Czechoslovalila for o yecar's
training in the heavy nachincry industry.

215, A8 India's ability to acconmodate training progranmncs
on tiie spot continues to cxpand, there should be o noticeable
roduction in the nuuber of trainces leaving for Conmunist countries,

216, While the Vlest has pronised to supply a najor portion of

- Indin's nilitary equipnent, both the USSR and Czechoslovakia had

. dndieated their willingness to provide a wide ranﬁe of pilitary
supplies, including missilesa, radar and tanks,

- Commnist countries has so far been mainly concentrated on Soviet

ilitary aid fron

aircraft, including KHiG. fighters, AN.12 transpcrts and
helicoptoers, Indian pilots and technicians have undergone
specialised HiG, training in Indla and the USSR,

217. India's trade with the Sovict countries continued to
erpond markedly, imports totalling #215 milldion in 1962,
representing 100 of India's world imports. India's balance of
paynocnts surplus with the Communist countrics turned into a
Z38 nillion deficit during the fiscal year 1961/62 as n result of
tho nccclerated delivery of equipment, while cxports cxpanded to
#Z16, nillicn, or 12t of Indian total exports. India continucd to
inercase her efforts to export to the Comrmnist countries in order
to kcep her balance of payments deficit within manageable
proportions,

218, The repaynent of loans from Sovict countriecs is not yet
a najor burden for India, nor is it expected to become one in the
future, The financial advantage for India of Sovict loans lles
in the sbsence of any rcquircnent for payment in hard currency:
in other respects, financial terms at least as favourable are
available in the West. Peymant to the Comrunist countries in
rupces could becone & positive benefit to Indie if it opencd o
new export norket for industries such as textlles and footlweor,

for which there is excess capacity.

219. A new Tive-year trade agrecnent (196L/68) signed with
the USSR in June 1963 cnvisages further increases which would
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bring total Soviet tradc to about FLO nillisn by 1966 (twice the
1662 level), The now terms provide for an inercasc in Indian
grports of manufacturcd ard proccssed itens, so thot such goods
will constitule about 50, of Indian exports to the USSR by 1966,
a8 ccrparcd with the prescnt 300 to 35%. The 1956 Indo-Sovict
shipping agrecnent was rcvised in November 1962 in order to step
up freight scrvices arnd an additionsl direct sir route betwecen
Declhi and Hoscow was started in lierch 1963,

220, In November 1963, COzechoslovakia cancluded a ncw
five-year trade agrecenent with India, simultanecusly with the sffer
of an eddi 'onal ecnomic credit of #50 million and promiscd to

eonsider - ~r~casing this sun to 100 million. Under the treade
- agrecRent Lecome effective in January 1964, planned cxchanges

will rencn #80 nillion in 1964 and approxinately 2100 nillion in
1965 and 1966 (the levels for 1967 and 1968 to be deternined

ter). Totonl trode bhotween the two countrics in 1963 will
probebly anount to sonc 50 to £60 million. the new trade agrec-
nent with CzechosloveXla slse provides for a diversificcntion of
trade. 10% of Indian exports to Czochoslovakls will each yenr be in
non-troditional itens, including manufecturced goods. Jonunl
Indian irports fron Cnechoslovekia willl include fertilisers, speclal
stcels, non-ferrous metals, in addition to machine tools, heavy

‘pnehinery and equipnent for power and other heevy industrial

rrojecta. During the firct helf of 1963, Indian exports to the
Suviet Union showed B merked increase over the corrcsponding
pariod of 1962, while imports from the USSR declined somcwhat.

~Althovgh the trnds balance lpproved on the Indian side, it still

prescented by 1id-1943 a deficit of some 11 million, as compared

vith e 399 mlllicn deficit during the first six nonths of 1962
and a @47 nmlillion deficit over the year 1962. Indian trace with
‘the Bw pean satellite countries increased moderately, imports and

exports being kept in balance.
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INDGNESTA
(Population: 9,7 miliion)

Economio situation

221, After the esettlement with the Netherlands of the question
of New Guinea, an economic and financial stabilisation programme
was set up with the assistanee of ecanomic advisers from the
Internaticnal Monetary PMumdg JIm*¥ay; a nunber of measurzs were
taken to favour exports and to control imports, The "'estern
countries then agreed to supply cepital equipment, credits, and
debt deferments; in \his way, 1t had been estimated that a total
cf E300 million aid could be put at the disposal of the Indonesian
Government, that would allow it to stem Inflation,.

222, During the last quarter, however, all hopes of stabil-
icing the Indonesian economy had to be abandoned, The September
riots in Djakarta violently expressing Indoneslan opposition to
the oreation of the new Federatlion of lalaysia led to the severing
of all commercial tles with the Malaysia Federation and the ports
of Sirgapore and Penang that had been handling about one-thied of
all Indoneslan exports. The comnodities most affected by the bvan
were rubber, tin, copra and vegetables, As a result, the
country's export earnings were suddenly cut in half, while
Malaysia's trade was reduced by some 3, The trade balance
defioit therefore worsened rapidly and the Government's budgetary
iobalance swung almost out of emtrol,

223, Swift inflatior. resulted from an increase in the money
supply by sbout 3%, over a few months, In May 1963, the official
rate of the ruplah was devalued from 45 to ¥l to 315 to g1 far
exparts and 540 to #1 far imports. On the unofficial free
narket, the exchange value continued to fall thereafter, reaching
1,250 to g1 by the end of the year,

224, wWith the possibility of balansing trade thus removed,
aid from the West stopped, The United States offered no new
oredits, and debt deferments were walved, Only Japan extended
a credit of 12 million, By the end of the year by almost any
standard the Indcnesian eoonomy sppears to be in a warse condition
than cver, with repayment obligations of foreign debts abeorbving
mors than one~quartcr of total export earnings.
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(a) Recepitulative totals

Ecaonomic ald 2081/5%:
‘ - - (million US &)
5 | Extende | Outstanding |
. d Dram 3 .on 10106{:8 l
USSR - | 3689 62,4 | 306,5
European satellites ; 22,6 89, ' 135.6
Commmist China | 57.4 27, . 30.0 |
TOPAL _ ~ 650.9 1 8,8 2.1
Tc Qmﬂf'ﬂl asgirtanee aa of 3131: Deoceunber ’ 1963
Gommzrlst giviiion teshniciens in the countny: 505
unfber of mticnala trained in Commmist countries: 1,205
- | (a11lton US §)
| | ” | . Exporte ' Imports
(1560 . 1561 1962 | 1960 11961 1062
UsER T 281 {35 | 3W9 | 67 (15 | 58.6
-Buiopesh '_ | | t i |
satellites ' 6.7 | 9.5 | 10,5 | 7.5 - 27.k4 £
i L}
Gommumnist ! g l | j » |
China 35,4 | 36,4 1 33,6 ! 57,0 139.9 |n.a
ToTAL {a) 70,3 | 77.4 | 79.0 | 724 '78,8 |n.a.
_. e - + = ,
f-"‘g o total - g ‘10 f 13 ' 13 ‘0 ne

nen. not ataila‘ble ‘
(a) Imludmg trade with North Vietnam and North Korea,

(b) Recent developmentis
225, Since the settlenent of the Dutch New Guinca 1ssue,
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Indonesia has been confronted with a deteriorating eccnonmle
situation, and sought to improve her relations wiith the West in
order to obtain increased Viestarn ald, but the recent conflict
over Malaysia has obstructed progress towards a rapproshement,
Indoneeia probably orfers a better opportunity for the Soviets in
their rivalry with Communist China than China's /sian neighbours,
such as Burna, Cambodia and Laos, all the more since the Chineae

cclony in Indonesia presents a scrious problem for the Sukarno
Government,

226, A8 the Comnwunist econcmie sld programmes have moved
slowly, a considerable backlog of wnused eredits has becn piling
up over the yearas, The only new additlional c¢redit cxtended sinoe
the middle of 1962 came from Czechoslovakia, who provided a loan
of £5,6 million, to be repald ovor six years at 5 intercst, for
tie purchase of 1,000 trucks, service equlpment and spare parts.
In addition, scme Indanesians will be tralned in Czechoslovaiia,
and some Czech technieal inspectors willl assist in cstablishing
sorvice eentres in the main towns of Indanesia,

227. Two projects were completed by the USSR during the
second half of 1962: the lAsian Games Stadium and the sub-critical
nuclear assembly plant for the university, Most of the Soviet
projectas alrenady wnder way are well behind schedule, malnly due
to the lack of loeal currency, and the shortage of skilled lsbour
in Indonesia. The Kalimantan roads project was reduced in seale,
and the date of completion postponed from 1964 to 1966, The iron
and steel project 13 closely releted to the sbove roads project,
WWork on the Tiilegon steel mill started before the end of 1962.
Equipment for the Kalimantan mechanised agricultural project was
received before the end of 1962, but large quantities were still
lying and deteriorating on the docka at Sukabajn a year later,
Jfter a two-year delay, construction of the Amboina technological
institute started in September 1962, and service surveys were
started on the Asshan hydro-electric and aluminium project in
Sumntra, which is to cost about F115 million, and 18 the largest
single Soviet economic project in Indonesia,

228, The cconomic ald projects of the European satcllites
-showed little more progreas than those of the USSR, for the same
rensons, Equipment for the #4 million cement factory in Hakasser
was delivered by the end of 1962, but construction startcd with
conslderoble delsy and moved slowly. No progress was made on the
$2.5 million diesel locomotivc assembly factory, and work on a
tyre factory was delanycd by lack of local Tinancing. Only the
small hydro-elestric station at Tjurung was practicnlly complcted
by the cnd of 1962, and a new cantract under the Czech ald prograume
for a sugar mill was signed by mid-1963,
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229, .J,orecment was reasched an the utilisation of the
Hungarian £25 million eredit for the conatruction of eight
ingustrlal plants and the delivery of some smnll vessela,

Contracts werc signed by mid-1963 for the bullding of thrce oxrvgen
ractories, to be buiit by Hungary,

230, Up to the cnd of 1962, therc had been 1ittle progress on
the utilisation of the Polish aredits extended in 1961, Ry nid- 1963
contracts had been signed for two projects: a sugar mill and a
building materials factory. The last four of a first series of
twenty-four ships to be delivered under the 1958 credit arrived at
the end of 1962, and ~onstruction of the four shipyards to be bullt
under the 1959 oredit was under way.

231l. Negotiations for the utilisaticn of the 30 mlllion
Rounmanian credit fur petroleum development snd refianeries in
Central Java have not reached final decision, A preliminary
agrecment reached in June 1963 with the Western oil companiea at

Tokyo removed a potentlal source of friction with the West.

232, Little economic aid activity has to be reported under
the Communist Chinese ald programme, A technical sgreement was
signed in July 1962 for the implementation of the 30 million line
Qf' credit extended by China, ?'2)0 million being earmarked for the
construction of textile mills, and the remainder for spare parts
and accessory factaories, In Januacy 1963, there was an exchange
of’ notes between Djakarta and Peking under which Indonesia is to
be allowed to run an adverse balance of trade with Communist China,
the deficit to be financed at a low rate of interest,

233, Communist ajid programmes have been more inmpressive in
the military field, Indonesia had been extended military aid
valued at §1 billion that might have helpecd Indonesia in a
conflict with the Dutch, ond now lends weight to Indonesic's
oppoaition to Malaysia, By mid=1963, up to 85% of the military
ald for the arms bulld-up of the country had been delivered,
Indonesia ch:mged by mid-1963 her emphasis to purchasing sparc
pairta and supplies for the equipment already received, and hopes
herself to manufacture smaoll quantities of milltary support

equipment, The spare parts situation seems to be critical in .~
all threec serviees,

234. This massive milltary aid has created a major repeyucnis
problem, as the Soviets originally refused to grant a moratorium
for the repayment of Soviet loans for military and econonlo
purchasas, A new Soviet/Indonesian thrce-year trade ag:-cemc--xf
was sigmed in Djakarta on the 30th /fpril, 1363 settingﬁa_tm:._‘_:n -
of $40 million annually for Indonesian exports during iJG3/¢5 and
£20 million annually for Indonesian imports. In June 1963
agrecment was concluded which, by stretching out the overall
pariod of rcopayment, reduced the ammunl repcoyment obligations cf
the country.
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235, At the end of September 1963, Poland reportedly dgrend
to ler.gthen the repoyments scheduvlce of Irdonesia's miliiary debi,
m\wxfhich then gmounted to il million a year, It wag alao lsarnt
Q!t.hat Czechosloval:ia had been approached, but had so far refused to
Eaccede to Indonesia's request for a debt re-acheduling,

= 236, During 1963, sbout 2,000 techniclans from Communist
acountries have been at work 1n the country 1'or periods exceeding
. month, roughly 1,500 being military instructors and advisers,
oras agrina% aome 500 assigned to economic develonment projects,
—Of thes latter, 430 were Soviet technizians most of than working on
=~the Koiimantan road project and on the related mineral survey and
.Uiron and steel projects. ‘he remaining technicians, slightly over
=00, were dlstributed over the Tjilagong steel mill, the Tiilatjap
'Jrertiliser- factory, the Asahan dam, tie soda—ash factcry and the
Djal:arta hospitall Of the 75 Eurcopean satellite techniclans, anec
r the largest groups conslsted of about 15 Poles working at the
eement factory, No Chinese technieians were reported in the
:%owltry during 1963, About 970 scademic students were emcolled
high school and university, Institutions of the Conmunist
ieouitiea at the end of the year, some 450 of them in the Soviet
lnion, 300 in Czechoslovaxle, 85 in the Soviet Zone ot Cermany,
T 5 in othsr Euvropesn satelllte countries and L0 in Cormmist China,
mfn additticn, 215 Indcncsien technteal students ware f£olloving
Ftraining ecurses in the bloc, of whish 160 in USSR, lncludirg
- qu'oup of about 100 be.t.ng trained forr the peircieam 1nausz:r.,.

L9 237+ The Cormmist mtmtriﬁa' ghere of Indonssia's Toreign
~Etpade continusd to ‘norease during 1062 while total Iz‘dor.e.jian
_":chrads declined Qurther, Basicaily, Indonesian trade wl & Loammist
sowmtries consiscs of an exchange of Soviet and Furopean satellilte
chinery and vehicles and Communist Chinese textllaes or Indoneslan
pubber, the Communist countries buring more than 208 ¢f Indonesie's
-usetal rubber exports, Tals percantage rlses to appreoximately 30
Gt total Indonesian rubber exports if Soviet purchases of ihis
=jommodity on the Singapore market are added. The Indonesians have
een atterpting so far apparently with little success to market
m=3econdary export produeis, such as spices, rattan and small-hclder
&bter, It seems thal to break the trade patterns developed wilth
She USSR and to re-open liestern markets to Indonesian exports will
e a difricult proposition, The previous experlience of the
. pdgypiiens 1n the cotton merket msy be gquoted as an axample of the
—pchlenmc to be Taccd by & developing coumtry that wans to ra-direct
Bita toade to Western customers afier having twrned towards the
markets of Communist countries.
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Ecopomic situation

238+, The Government continued to be precocupied with political
and military problems as a result of which the economie development
policy was neglected, Although large-acale hostilities were
suspended, frequent skirmishes went on throughout the year.

239, Persistent vudgetary deficits resulting from the
military expenditures led to heavy inflationary pressures, and
rapid depreciation of the lLacotian Kip, previously concidered as a
relatively stable ourrency, thin 10 days from 1lst Ootober, the
velue of the Xip fell from 435 to g1 to 620 to Fl. Australia,
France, the United Kingdom and the United States set up an
g8 million stebilisation fund in an effort to reduce fluctuations
in the value of the Kip.

240, The basioc economic situatiom throughout 1963 remained

unchanged; Laos is still more dependent on foreign aid than any
othcr country in the area,

Communiet economic pctivitias
(a) Reoapitulative totals
Economic aid 19054/63:

(million US g)

. Ooutstanding
Extended | Drawn on 1.1.6L
USSR 7.6 1.5 6.1
Eurcpesn satelllites (1 3% § - Ol
4,0
10.2

Commmiat civilian technicians in the country: S
Number of natiocnale trained in Communist countries: 60

zrade:
No officig]l Laoctian trade statiatios available,
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(b) Resept developments

241, By mid~-19G2 the ceascfire in Laos transferred the Fast-
Viest eonfrontation to the political and ecanomic fields, During
the folluwing months, Communlst economic eommitments ceae neinly
from the USSR with minor moves from Communist Chira end North
Victnoam,

242, The USSR offered as grants & ZLJ-bed hospital to be
staffed with Soviet doctors and a 50 kW radio staticn, A sredit
of 339 million was extended for the eonstruction of sn 8,000 kW
hycro=eleotric station and a power distribution network; the
loan is to be repeid in twelve years altor the complotion of the
projeot and bears an interest rate of 2,%..

243, The USSR alao agreed to conslder Lactian nroposals for
g Lrlck-nalklng projest and the procescging of cotiton and fruit
julce, Thoe Buropean satellites d4id not provide any economi:
assistance, apart Irom token gifts of sports goods, photographlce
equipnent and unspecified goods worth FILC,000 from BEast Germany,

244, Communist China extended a credit of F4 million which
the Laotians praposed to utilise far the constructicn of a sugar
refinery, a cotion wesving mill, a plywood fuctory, a Irult
tinnirg factory end a paper puln mill, However, no agrecment
wad reaciacd on theaz rrojects, CJhine was reguosted to continue
building the road iirking the Cidnesas berdor wilih Phong Saly, to
be extended later to the Lacs-Thallend border, Four road projleets,
linking Lees and North Vietnem, wers to be completed byr thc Korth
Vietnomose,

2L5, /. trade and payments agreement with the U3SP ealind for
an anual tradce of g2 million, any excess of the dobit beligc
exoceding §600,000 to te cebtlcd vithlin Bix moutis Uy the dclivery
of goodu, This sgreement may pessibly result in a trade deflolt
for Laos in view of ite linlted export capability,

2L6. UMilitary activities were resumed In the Spring of 1963
ar.d onoe uore drew attention to the military field, Since 1703
tne politioal situation precluded any serlous attention fop

ezcononic development problema and the related foreign asslstance
questien, ‘ o
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Pronomie situation

247, The lcralese economy remains one of the most backward

in Asia, depending traditionally on India for her limited rcliationa
with the outside world,

248, Economic dw.velopment denends almoat entirely on outside
ansistance and the first econditliaon for further progress is an
improvement of the compunications systén to open up the country
to contact with the outside warld, EKconomic aid is mainly
providaed by Commmist China, the USSR, the United States and
India, The United States provides some §F10 million and India
sbout ¥8 million a year to improve Nepal's agriculture, infant
industry, edusation and roads, The United States has just
constructed a 5 million ropeway to transport goods in the
Katmandu area, a 3 million telephone exchange for the capital
and model farms in the Southern plains, As all aid equipient has
to be channelled through Calcutta and Patna, good relations with
India renmaln a prarequisite for any serious progress in the
eoonomie field,

Gommmist esonomio activities
(a) Recapitulative totals
Econonte 14 1951/53:

(million US ¥)

el e v et e

; . i OQutatanding |
f Extended ' Drawn ofi 1.1.6’4

| o ‘

| USSR {103 | 8. 19

" Europesmn satellites | - I - -
I_GOW et China ‘. L3 b ' L. 6 38- 8

i TOTAL | o © 83,7 ! 13.0 = Lo.7

B | R )
Jechnical assistence as of 31lst Decomber, 1963:

Communist civilian technicians in the country: 12%

Number of nationala trained in Commmist sountries: 180

W
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No officlal Nepalesc trade ctatistice aval.a:le, On
tle basis of officiel Soviet trade statistice, the foullowlng
figures for Nepalese trade with the USSR are reposiced;

(million U3 #)

bepalese Exports:
1960G: -
1961: 0.3
1962: m}
Nepalesc Imports:
1860 =
1961: 0.3
39623 0,8

(v) Recent developments

249, The Nepalese determination to become leas dependent on
India had ercated by early 1962 a climate that was favouravle f.r
Gommunint escnomic penetration, but Communist China's aggrzscion
apsinat Irdla tended tc dempen this inelination., Cemrmanist
Chinate ecunomic activiides in Hepal Lhave probatly boon somnewhat
reduced s u resuit, There have been no new ald ofv'ers by the
Communist countrlies s8!nce the middie of 1%u2, bul the Silno-Soviet
econorin progiramme éid contlnve to make sone slow progresa,
Diffiouliies in »elsing the local currcnsy required to flrn=ics blee
projoets wurc, hosever, sonewha. Qusad, as the nes.y-losrmed
National Trading Corpeoration, which handles the sole o1 Chinece
and Soviot goods to be used to generate loeal currenily,; bogan
cperation, Substantial guentities of suoch scmaco . tlcs errlved
during the secand half of 1962, among whlch coueat was auc ol the
most important,

250, The Sfoviet-built 50«bed hoeplital in Feirandu, officlally
opened on the 6th January, 1363, recelved extensive publiclity,
It is operaicd by Soviet perswmumel, bul Nepalese doctors and
nuraes were added to the staff, Progreas was also made on two
Soviet-built factoriee for the manufacture of sugar and cigarettes,
nr.d on a hydro-elcotric project, The Chinasse couplcted o
dslalled survey of the road from Katmandu to the Tibetan barder,

ard an agrecment was reached speeifying the canditiors under which
the road will be built,

251, Little or no progress was made with the Chincsoe-azcisted
ceneilt factory and leather tannedry, At the end o Ze plLotliwer 1963,
the Crinese decided to abandon taeir original pagor pill peojoet
rnd proposod the substitution of the followirg five projects: a

“wller paver mill of ten-ton datldy capacity, a power stntlon,
£17¢ warchouses, located near Sovict projects, a trick and tlle
fuactory in Katmandu and about a dezen small frrigutlun projects.
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This ncew programme would ennble the Chinese to penctrate new areas

where hithertc United States, 3ovict or Indlan projects have been
the focua of attention,

252, Both Communist China and the USSR encountered frustrating
problcems In their programmes in fepals The Chinese face the thresat
poeed by India's ability to cut the transit road along which aid
materials move into Nepal, The Soviet economic adviser, whose
appointment to the Nepalese natlonal planning council was forced
upon the Government by the USSR, has met with frequent frustration
in getting his advioce accepted,

253, The number o." techniclens from Commmist countries
currently working in Nepal was eftimated at some 35 Soviet and 90
Chines?, On-the-=Job training 1s the perincipal form of industrial
educatlion used by the Coamunist countries. In addition, about 160
Nepalese students were foliowing ocourses in various Chinese and
Soviet academic institutions and twenty trainees were cngoaged in
technieal training progremncs,

254, There has been some inarcase in the amounts of Soviet
and Chinese commodities imported into Nepal, including substantial
quantitics of such eescntial goods as cement and corrugated iron
sheets, However Nopal conducts 90, of her trade with India, and
such Sino-Soviet imports were mainly the result of temporary
domestio shortages in India, Nepal has so far shown no eign of

beconing dependent on trads with Commmist China and the Soviet
bloe countries, :
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(Population: 98.6 million)

Economie eituation

255, Jecording to offlcilal reports, the national income
during the riscal year 1963 increased by only 1.15, over the
previous year, as compared with 6% in 1962, This slight gain in
total national income has been more than offset by the 2,27

owth of po ulatimv.,-_aom-th&trgu.‘.capita income declined from
S5Ue 37 in 1962 to #53.95 1in 1963,

256, Because of disastrous weather, agricultural production
suffered seriously during the last year, The fact that Pakistan's
industry hae now grown to the point where it has been sble to
offset loases of a bad harvest in the national inoome is probably
the most remarkable development in reoent years: a rise in cotton
textiles and Jute manufactures compensated the fall in rice
producetion, The part of agriculture in thc national income in
1963 has been reduced to 50,, while that of nuanufacturing
accounted for 14,4, However, more than 80f of the Pakistani
population still earns its livelihood on the land, and apgricult-
ural exports, mainly jute, account for more than 70> of the
nation's foreign exchange earnings, Jute, of which Pakistan
provides more than L0 of world production, has becn encountering
growing ocompetition and the rcesulting fall in pricea has affected
Pakistan's largest single export commodity.

257, in important part of development resources is devoted to
agriculture, and water resources, bearing directly on agriculture,
So0il salination adds to the problems facing the country. Foreign
ald continues to play a key r8le in Pakistan's development, since
her forcign exchange earnings pay for only & little more than half
of what she is importing to £1ll ocwrrent needs and to equip the
country with copital goods,

258, Pekistan's external economie rclations cantinued to be
conduoted almost entirely with the Testcrn industrialised countries,
During the first half of 1963, exports rocse by more than 15~ over
thgyrirgt half of 1962, but there has been a decline since
Ju 963,
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gomnnmisg‘econom 2 activitle

(a) Recanitlative totale
Economic aid 195L/€3:

(million US )

| ' i Outstanding .

Extended ! Drawn on 1.1.64 ;

| I

USSR 33,2 2 19,0 ;

European satellites - - - :

Communist China - - - ;
i

| TOTAL I 33,2 W2 ! 19,0 |

EETELES. TR T R i S R e e A R e e BT Y

Technlcal asslistrmce as of 3lst December, 1963;

Commmist olvilian teshnicians in the country: 100

Nunber of nationals trained in Communist countries: 5

Irade: (rillion US &)

Exparts Imports
1960 | 1961 | 1962 | 1960 | 1961 1962
USER | Wy | 3. 3.7 5.3 1 3.8 1 u.6
Europcan satellites 11.5 | 13.5 8.1 5.5 | 3,2 l 8.0 !
Cemmmist China 1.8 | 10,0 1.6 | 4.0 ‘ 3.6 | L2
A , — |
| TOTAL j:so."z i 27,0 ﬁ 13.4 ' 1,9 10,6 |16.9
N o , . :
A2, 0F total 8 7 3 3 2 2

(b) Recent developments

259, The assistenze ]?rovided by “estern countrles to India
to resist Communisi Chinal's aggression has given rise to suspiclon
in Pakistan which, in turn, provided an uncritically warm reception
to Commnist Chinese offers of inereased trade and cultural
reletions, In Jamary 1963 the twe countries concluded a trede
agreement. end in Narch 1963 an agreement on the demarcation of the
barder between Chine and Pakistan-held Kashmir, On the

2cth Auguet, an air agrecment was signed, affording Pakistan alr
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trarfic rights in Canton ond Shanghail, while China received
rights at Dacca (East Pakistan) or Karachi or Lahor (est
Pakistan).

260, During the firat half of 1963 the USSR, apparently
concerncd sbout the extension of Communlst Chinese influence in
Fakistan, submitted proposals for the exchange of doctors,
gclentists and artiats, and for the improvement of trade relations,
but Pakistan reacted negatively, suggesting that a more cordial
reception might be received if the USSR would alter her acssistance-
to~India policy, Pakistan has-indteated, however, that she would
welecomne Soviet ald in the nuclear field, and in the construction
of the Tarbela dan,

261, Betweon the 28th November and the 1lst October, 1963,
Pakistan aigned five new barter agreements with Communist
countries, The USSR and Commmist China each will deliver
100,000 tons of cement (worth sbout 1.7 million) in exchange for
raw jute, Poland ia to provide about ¥500,000 worth of cement
for jute, Czcchoslovakia E300,000 of automobiles and various
ecuipment for chrome ore, and Hungary 140,000 warth of electric
meters for Jjute, These five amrecments are in addition to the
barter ngreements with the USSR and Peland, and a trade agrecrent
with Albania signed carlier in September, The valuc of these
bartor agreoments amounted to about 6 million in trade each way,
presumably in addition to regular bvllateral trade with Sommunist
countries and would represent a 3. increase over the 1962 trade,
The new agrecments appear to be intended to demonstrate Pakistan's
independcnoc of her Vestcrn Allles, rather than to indicate a
svbstantial shift in her economle relations,

262, Exports to Communist Ching during 1962 had reportedly
bocn extremely small, but it would seem that Pakistan might
increase hor exports of cotton, jute and leathcr to China under
the ncw trade agreement, in exchange for industrial products,
cocnent and coal,

263, During the rirst half of 1963 the USSR stepped up her
0il exploration programme in both Vest and East Pakistan, It was
annowmced in June 1963 that the number of Sovict oi) technicimns
at work in Paldstan would bc inercased to 165 with a branch offico
to be set up in Dast Pekistan, At the end of the year 100 Soviet
technicians were reportedly at work in the country.
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TATIN AMRRICA

ARGENTINA
(Population: 21.8 million)

Economic _situation

264. The political uncertainty which followed the fall of
President Frondisi in 1962 and which prevailed up till the
election in July 1963 of President Illia seriously affected the
economic development of the country. Industrial production
during the first half of 1963 dropped by almoat 20%,

265, With the establishment of a new Government and the
announcement of a series of measures concerning internal credit
policy, the protection of creditors, the internal netional debt,
the reform of the Develorment Council and the better co-ordination
of investment policy, as well as the agreement with the creditor
countries on the settlement of Argentina's foreign trade deficit,
the gltuation began to improve,

266, Among the main items of external ald received may be
mentioned a credit of £35.5 million extended by the "Alliance for
Progress” for the settlement of the balance of payments deficit
with the United States and for Argentina's construction programme -
£18.75 million extended by 54 European Banks for balance-of=-
payments settlements; and a 25 million loan for eccnomic develop-
ment projects by the Bank for Inter-American Development (BID),

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

no-Soviet economic activities

() Recapitulative totals

63:
Economic aid 1 (million US #)

o
Cutstianding

Extended Drawn on 1,:,.04

USSR 100,0 33.0 67.0

European satellites 3.7 3.7
Communist China - -

—

-

TOTAL 103.7 36,7 67.0 1
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= Tecchnical assistance as of 1st December, 1963:
=2

Qcommuniat civilian teohnicians in the country: 32
= .
A Number of nations trained in Oommunist countries: 20
n"'I'ra_ftile.
(million US )
W Exports Imports
3960 | 1961 | 1962 | 1960 | 1961 | 1962
USSR 17.8 | 12,7 8.% [13.5}]11.9 B.2
European satellites 41.9 1 40.1 } 39.7 |34.4 | 35,8 | 15.0
Communist China 1 1.4 4.2]25.8 | (a) () 1 0,2
. . m——
TOTAL 61.) 157.0 {74.C [47.9 | 47.8 | 23.4
As % of total trade 6 6 7 4 3 2
=% X X = PRSP See————

(a) Less than 250,000,

(b) BRecent devalgmrents

268, No new development is to be reported i tie Iicld of
economic aid. The line of credit or %100 m.llion ¢<'eaded by the
USSR in October 1958 for the develcepment of Argent na's petro!--um
intcrests has been left untouched after some deliveries of
equipment in 1960,

269, The Soviet Union in her search for vast quantitiaes of
wheat to overcome the current grain crisis concluded during the
ysecond half of 1963 en agreement to import 1.6 million tons of

= wheat from Argentine, and was negotiating a further 0,5 million
gtona during the last months of 196%. The re~ent wheat deal will
—have to be paid by the Soviets in hard cvrrency, Earlier in the
A y2ar, Soviet Representatives in Buencs Aires had proaposed an
 increased trade exchange to ligquidate a £10 million balance

A accunulated by Argentina in her trade with the US-R.
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270. In late Septenter 1963, it was reported thet
zhegotiations with Communist Cnina for {the eapoct of subotaantisl
Hvolurmas of veef and mutton were entering their final sta,e.
Acc-+ding to scme reports, as much as 190,000 tcns of muat, volued
at £15 nillion, were being sourht by the Chinese. Argentinlen

g 0fficinls have released no infoimation on the quantity und value

=
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of meat actually involved, and trade circles have erpressed

doubt that Argentina could supply more than 50,C00 tons without
disrupting shirments to her regular customers, Yotal Argentine
meat exports in 1962 amounted to £228.5 million, of which about

£3 million were sent to Communist countrics, incl
volume to China. y including o small

271, Argentinian exports to Communist China increascd
sharply during 1962 as a result of the Chinese purchases of
grain (wheat, rye and course grains). The share of the

ommunist countries in Argentina's total trade increased
s8lightly during 19.°2, but remained below 5%, a sharp reduction
of Argentinian imports from the Buropean satellite countries being
compensated by increased Argentinian exports to Communist China,
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BOLIVIA
(Population: 3.6 million)

Economic situation

272, In 1962, Bolivia's national income had reportedly
risen by about 4.2% and the Bolivian economy continued its
progress throughout 1963 although at a slower rate., Progress
during the closing months.of ..)963 was nevertheless more
encouraging than durin~ the first months of the year.

273. This progress has been favoured by the constant 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 T70% of all
mineral exports of the country. The state-owned oil company
also reported new gains.

274, In the 1963 Governmental budget 865 million had been
included consisting of United States economic aid under PL 480
and in October the United States Govermment extended the list of
projects to be implemented under the Alliance for Progress,

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

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

goggggist economic activities

(a) Recapitulative totals

277. In spite of Bolivia's chronic trade problems ond the
internal political) pressures for acceptance of economic assistance
from Communist countries there has been as yet no significant
Soviet economic penetration (though Bolivian trade with Gommup:st
countries expanded somewhat in recent years by end-1962 it still
represented an insignificant fraction of Bolivian foreign trade).

278, Ozechoslovakia has repeatedly offered economic
assistance for the construction of a copper smelter and a sugar
mill, the modernisation of the existing railwey syctem and for
the development of the country's hydro-electric resources, Late
in 1960, the USSR made a vague proposal of a credit of 8150 million
for a tin smelter and for petroleum and mining developacnt. &

ear later the USSR offered t¢ supply turbo prop aircraft for the
livian civil airline. None of these vflers has so far bcen
accepted. '
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279. Bolivia is the recipient of large-scale aid from the
United States and the Government is anxious to avoid prejudicing
future United States aid by closer economic ties with the
Communist countries,

(v) Recent developments

280, Czechoalovakia has continued to promote actively
Communiat interesta in Bolivia., During the first half of 1963
a longstanding $1.6 million offer of a Czech credit for an
entimony smelter was repeated. A new contract was proposed,
including additional Czech financing for the local construction
costs, and providing .Jor total repayment in metallic antimony or
ores instead of an cbligation to pay at least 25% in US g,
Interest charges (5%) and period of repayment remained unchanged.

. Bolivia had not reached a final decision by end-1963.

281. There are about 10 bloc technicians in the country,
most of whom are Czechs associated with the sale of Skoda lorries
and buses, At the end of 1963, some 155 Bolivian academic
students were fellcwing courses in Communist countries oif which
more “han half in Csechoslovakia, 60 in the USSR and the rest in
Soviet Lone of Germany and Roumania. In addition 5 technical
trainees were reported in the USSR and a simllar number in
Czechoslovakia, ‘ |

282, A resident Bungarian Representative was appointed to
Bolivia., Trade with the Communist countries has shown no
appreciable change during 1963, and represents a very small
percentage of Bolivia's total trade. - :
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BRAZIL
(Population: 77.6 million)

Bocnomic situation

283, The internal struggle for power went on throughout
1963 depriving the country of political and administrative
ptability. A lack of consistent economic policy, waves of
political strikes, a rapid inflation increasing the cost of
living by sbout 90% during- the-year; ae against the target of
25% set by the 3~year plan adopted in January 1963 rendered
impossible any compreh.onsive industrial and commercial planning,
Foreign invesiment from private sources dropped to 25 million
during the first half of 1963 as compared with 872 million and
#£153 million during similar periods in 1962 and 1961 respectively.

284, The United States extended an sxceptional standby
credit of £30 million early in the year and promised aid up to
£3938 million for the implementation of the 3-year plan of which
284 million was made available immediately and a further
£110 million was committed to developing projects. Because of
the Government's fallure to carry out an anti-inflationary
programme, the assistance flow from the Alliance for Progress
and balance of payments funds was, however, considerably reduced.
Nevertheless, by the end of the year, the federal Republic of
Germany extended a #50 million loan and President Jonnson
reaffirmed on 2lst December, 1963, the United States determination
to assist Brazil in its negotiations with the creditors of its
trade balance deficit. As exports of coffee increased during
the second half of 196%, both in volume and in value, while
inports were reduced, prospects for Brazil's trade balance have
improved,

Communist economic activities
(a) Recapitulative totals
Economlc 214 1954/63:
{(million US 8)
Qutsianding

Extended | Drawn on 1l.1l.64
ISSR - Afi - -
Eurcopean satellites 183.5 345 130,v
Cormunist China - - -
L - —— . —— i ——
180,0
S ——
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Technical amasistence as of 318t December, 1963.

Communist civilian techricianas in the country: 25

Number of nationals treined in Communist countries: 100

Trode:
(z1l1ion US %)

Exports Iﬁborts i:j
19601 1961 | 1962 | 1960 {1961 {1962
U85SR 13.3} 19,2 1 39,0 {17.6 {19,2 {31.8
Buropean satellites 57.6| 55.6 | 34.2 {1 62.0 [ 51,1 |33,
Communist China 0.5 (a) (a) (a) 0.1 ] 0.4
TOTAL 71.51 74.8 1 73.2 | 79.6 {70.3 ]65,.3
As % of total trade 6 5 6 5 |5 4

(a) Less than 850,000,
(v) Rccent developments

285. Since the middle of 1962, the Soviet Union and the
European satellites have been steadily pressing ahead to improve
their aeconomic aid and trade relationa with Brazil, This processa
wee helped by the increasing economic difficulties in the country
threatening to halt its rapid economic expansion, The Broziliane
therefore looked upon development aid from the bloc as a way of
obviating the need to undertake major economic and financial
reforms while maintaining the pace of economie growth, and on the
expansion of Soviet aid imports on a barter basis as a ncans of
reducing the heavy drain on Bragil's convertible currency position.

286. In the Spring of 1663 Brazil announced the conclusion
of trade agreements with most of the European saiellite countries,
and ihe renewal of her trale agreement with the U3SSR. The
agreements with most of the Buropean sateliites included vprovisions
for mediun-term credits (two to nine years).

287. Poland thus extended a credit of 370 million to be
repaid in seven years at 3% interest. The main project vhich
will abaorb $26 million is the construction of a 200,000 kW
thermo~electric power astation in the State of Rio Grande do Sul.
Once completed, this plant will be one of the largest of its
type in South America., An additional #7.5 million of the credit

=3l 3= NATQ CONFIDENTIAL
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might be used for the purrhase of 50,000 tons of stecl rails for
the federal railwny system. A mixed Polish-Brazilicn comrissicn
wag eetublished at Rio de Janeiro to study the implementation of
the Polish credit, but so far little has been done to implement
the credit,

288, Czechoslovakin extended 60 million, and Roumnnia
850 million. Hgggarg al180 extended a credit, b&t the smount has
not ao far been reveanled. The Czech credit may be used for the
acquisition of equipment for the construction of electric power
stations, The credit is said to be extended for ten years et 4%
interest, with repayme~t~ in iron ore, coffee, cotton, cocoa
and manufactured prod

289, The constir....un of an onion dehydrating plant with
arian equipment and technical aesistance was reported in
iugus% 1363. The equipment valued at #500,000 has to be
obtained in exchange for coffee, cotton, sisal and other Brazilian
export commodities.

290, Up to the end of 1963, the USSR had not extended
davelopment credits to Brazil, although offers of large-scale
assistance have been persistently rumoured. In early October 1963,
the Soviet technicians had completed a study for Petrobras (the
Brazilian state oil monopoly) on the prospects fo~ petroleun

“development in the Amazon and North-East regi . T  Soviet

findings led to the conclusion that there ar. -_ ). ,.uspccts
for both o0il and gas". Press articles quoted th report as
stating that Brazil has sufficient oil reserves to be self-
supporting in petroleum crude and products within five years.

291, In eddition to the govermmental credit mentioned
earlier, private contractes between Brazilisn comparics and the
Communist credit organizations have continued as in tue past,
For instance, before the end of 1962, a contract for the
conatruction of 2 shoe facto onn credit had been signed between
Ozechoslovakia and a private Brazilian shoe manufecturer,
Simu)taneously, contracts with local and state governments had
also continued on a limited scale.

292, A number of technicians from satellite countries in
Brazil remained negligible, as did the training of Brazilians in
Soviet institutions, However, the recent credit agreements
provide for technical assistance and supervision, and may result
in an influx of techniciaens into the country.

293, Trade agreements have been concluded with Alvania,
Bulgaria, Czechoslaovakia, Hungary, Poland and Roumarin, Although
they were the result of a special Brazilian trade missicn that
visited these countries in 1962, ratification had been delayed
until the Spring of 1963 by the recurrent political crises, These
agreenents call for greatly increased trade levels, Trade between
Brazil and the six countries emounted to sore 50 million in 1962.
Several satellite countries have seat trade delegations to Brazil
to implement the ratified agreenents.
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294. The Branilian Government has restated in Se

its desire of expanding the country's iron ore Bhipmentgtigber 1963
Enatern European countries. The largest Braziliar iron ore
groducer currently ships 1.5 million metric tons of iron ore to

oland, OZechoslovakia, Roumania, Hungary, Bulgaris, the Soviet
Zone of Occupation of Germany and Yugoslavia. An increase of
these shipments to 4 million metric tons annually is contcmplatod.
Brazil is particularly interested in developing this trade as a
means of paying for supplies of petroleum which absorbs s
considerable part of Brazil's convertible currencies, WVestern

0il suppliers have leen selling an average of $£220 to £250 million
annually on the Brazilian market.

295, Among the Sy wiet bloc countries, Roumania may be the
most interested in such a barter deal as she needs iron ore for
her Eéanned Galati metallurgical combine, a proposal opposed by
the USSR, who is unwilling to expand her iron ore shipments to
meet the requirements of thie project. Roumania was reportedly
trying to sell refined petroleum products and Brazil was apparently
ready to accept for the next few years only but insisted on crude
0il deliveries in the later future. Part of the Roumanian credit
of #50 million may be used to expand Brazil's refinery capacity
thua increasing Brazil's import capacity of crude oil, The
volume envisaged would represent a value of about 336 million.

296, Brazil's trade agreement with the USSR includes a
target of 3.7 million metric tons of petroleum crude and products.
If this goal was to be reached, the USSR would be providing by
1965 about 32% of Brazil's estimated import neceds as compared with
2% in 1962, allowing Bragzil a saving in convertible currency of at.
leaat $100 million during the next three years. The new
USSR/Brazilian trade agreement replaces the 3-year pact vhich
expired at the end of 1962, It is valid for five years and 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 and rice
and to import next to petroleum wheat, machinery and equipment
from the USSR. Among the goods to be supplied by the USSR, wheat
deserves a special mention in view of the USSR's own shortages.
Specinl features of this agreement are: = limited most-favoured
notion treatment, provision of strict controls on re-export of
goods exchanged and a swing credit of #10 million. In addition,
a clause has been introduced to permit Brazil to arrange multi-
lateral transcetions with the Communist countries, subject to the
approval of each transfer by all countries concerned., This
concession is the first of this type sccorded by the USSR .o a
Latin American country other than Cuba,
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297. The expansion of Communist aild and trade a o
with Brazil has led to the establishment by the Brazil%gﬁementh
Governumeni of a special committec Celeste to co~ordin:te
Drazilian/Soviet bloc trade., In the past, this trads had been
inhivited by Soviet unwillingness to accept greater cmounts of
Brazil's agricultural exports, by Brazil's inability to transfer
balances from one Communist country to another and by a lack of
interest on the part of private Brazilian importers in goods from
these countries.
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CAILE

(Population: 8.2 million)

Foonomic situation

——-

29¢ With continuing balance of payments difficulties, a
constant decline of tne value of the Chilian escudo, a ropid
rise of the cost of living, soclal unrest which provoked a
Governmental crisis, the year 1963 was for Chile one of
stagnation reather than of growth.

299. To overco.'e the currency problems resulting from the
repaymen. obligations of trade deficits, standby credits were
extended by the Federal Republic of Germany EDM. 45 million;,
the United Kingdom (£3 million) end the IMF (US g40 million).
Important credits were promised by the World Bank, the Bank for
Inter-American Developmnent end the United States Agency for
International Development for transport and irrigation projecta.
In December 1963, the World Bank extended two loans for two
agricultusal rrojects worth in total £24 million.

300, The value of the escudo in relation to the US g
£211 from 1,650 eacudos for US #1, end-1962, to 2,146 escudos for
US 21, end~1963. The cost of living increased by about 40%.

. 301. Notwithstanding restrictiona on inports and efforts to
expand exports, the trade balance during the first 8 months of
1963 =zhowed a doficit of 39 million as against a surplus of
£53 millicn during the sane peried of 1962, but a further
reduction of imports during the final quarter of 1963 somewhat
improved this picture.

302, Production of copper during the first 8 months of
1963 declined %o 377,000 tons ae compared to 399,000 tons during
the same period of 1962.

Jommunist economic activities

(=) Recapitulative totals

Economic nid 1 53:
No economic development aid extended by the Communist

countrics.
Technical assistance as of 31st December, 1963:
Communist civilian technicians in the country: less then 5

Number of nationsls trained in Communist countries: 65
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Trade:

(million US )

1 L Exports Imnorts
1950_11961 1962 | 1960 [ 1961 {1962
USSR 1l -1 -~ (0.4 | (a) ] (2) | (=)
Puropean satellites r 0.6 | 1.2 ] 1.2} 1.1 | 1.4 | 2.6
Oommunist China - - § - - (a) { (a)
é TOTAL 0.6 1.2 1.6 1.1 1,4 2.7
As % of total trade negl.| less| lesas| 3 & 1

|

(a) Leas than #50,000

(b) Recent developments

303 Chile's commercial relations with the Oommunist
countries, while atill relatively modest, became more active,
The new interest of the Chilean Govermment results mainly from
its weakening international trade posgsition, especially with
regard to her basic export -~ copper. Since 1960, the USSR has
made e number of overtures to Chile on the possibility of barter
tradé to obtain Ohilean copper. During 1962, a total of 3,550 tons
of clectrolytic wirebar, worth $£2,5 million, was sent to the
USSR through the Federal Republic of Germany, where it was
refined from Chilean copper ores and concentrates.

304, In Jamuary 1963, the USSR purchased for the first
time Chilean wool and negotiations were reported in mid-1963 for
the direct sale to the USSR of up to 21,000 tons of electr lytic
copper. So far, the negotiaticns do not appear to have been
successful. 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 China to be paid for in cash (g6 million)
at prevailing world market prices.
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MEXTICO
(Population: 38.4 million)

Ecgnogic gituation

305. Mexico's GNP increased by 4,.8% in 1962 and

greliminary estimates for 1963 indicated a rise of 5.5% to 6%,
opulation growth is about 3.1% a year.

306. Exports increased by 11.3% and imports by 7.5%
thue reducing the chronic trade deficit by about 124 (1 billion
Mexican £ on 30th Ju-e, 1963). Mexico's main trading partners
were the United State., the Pederal Republic of Germany, the
United Kingdom, France and Italy (in that order), Japan is
becoming an important buyer of cotton and exchanges with the
other Latin American countries increased markedly.

Communist economic gctivities
(a) Recapitulative totals
FEcenomic aid 1 63:

No ecconomic development credits extended by the
Qommunist countries.

Technical sesistance as of 31lst December, 1963:

Communist civilien technicians in the country: none
dumber of nations trained in Communiet countries: 75
Ixade:
(million US %)
’ -
Exports Importa
1960 [1961 §1962 11960 J1961 | 1962
;.
USSR 0.9 (a) Geb | 0.5 0.3} 0.1
European satellites 0.1 ] 0.9} 0.6] 2.3 2.0] 1.1
Communist China ' (a) (a) {(a) | (2) (2) ] (a)
TOTAL (b) r 1.0] 1.0} 6.3] 2.8} 2.3 _i.'a
- less }less less § less | loce
As % of total trade less jless | toon | than] thn
0.5 0.5 0.5 0o o5
i

a lLess than ¥50,000
b Inciuding some minor exports to North Korea
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(b) Recent developments

307. Mexico agreed to sell her entire 1963 wheat surplus o?f
275,000 metric tona 1o en Faut-West trader oporating from

Switzerland, part of which will probably be Bent to Cutu. By
the end of October 19563, a trade agreement had been signed with
Poland, callipg for an annual exchange of £20 million (such
trade averaged $200,000 annually during the period 1958/62),
Itema listed include Mexican minarals, agricultural products and

some industrial goods, in exchange for Polish machinery,
equipment and chemicals

308, Mexico was reported to have sold 150,000 tone of wheet
to Communist China and 16,000 balea of cotton by the end of 1943,
Comminiest Chinese materisl and merchandise arrived late in the
year in Mexico Uity for a trade exhibition to start, probatly
in early Januvary 1964. These deals were the result of

negotiaticne during the visit in January 1963 of a Communist
Chinese trade delegation.

-
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PERU
(Population: 11.7 million)

Economic gituation

309. Military Government ended in June 1963 with the election
of Preaident Belaunde Terry. The new Government took office in
July and gained support from business ecircles for re-establishing
economic stability and the implementation of & vast development
programme, At the same time it pledged improved social

conditions as a resul% of land reform, low-cost housing and
eredit refornm,

310. The flow of free world foreign economic asaistance
cortinued unabated mainly in the fields of transport, electric
energy and irrigation. Loans were extended by the IBRD, the
Exim-bank, the United States Agency for International Development
and the Bank for Inter-American Development. The Government
programmes for housing, land refornm, schools and roads are
expected to galn momentum in 1964.

311. Final export figures for the year were expected to
reach $555 million, and imports 565 million. The slightly
unfavourable trade balance resulted from imports of heavy
machinery, equipment and capital goods.

Communist economic activities

(a) Recapitvlative totals

Economic aid 1 63:
Ko development ald extended by the Communist countries.
Technical agsistance as of 31at December, 1963:
Communiast civilian technicians in the country: none

Number of nationsls trained in Communist countries: 40

Irade: (miliion US £

“Exporils Iﬁpor?ﬁr 7
1960 {1961 1962 11960 1961 'L¢;6i_4
USSR - (a) | (a) | (a) | (@) | (a)
Buropean satellites 0.1] 0.4 ¢ 2.1 1 1.5 1.7} 1.%
Communist China (a) | (a) | (a) | (a) | (a) ] (a)
TOTAL 6.1 0.4 2.1 1.3 1.5 _1:1_
Aa % of total trade negl.] negl.] negl.|negl.lnegl. niilj

Ta) Less t.un po0,000 T
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(b) DRecent developments

312, Ozechoslovakia has approached the Peruvian Govern
concerning commercial representation in Lima, and a regugstmigt
be pernitted to establish a Czech pavilion at Poru's truade fair
scheduled for October/November 1963,
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URUGUAY
(Population: 2.6 million)

313, The Uruguayan economy depends heavily on its exports
of wool (53% of total exports in 1962 and 1963; and meat (20%),.
In recent yeoars, the economic development of the country has
been slowed down and Increaszing unemployment in the industrial
sector has created a serious problem. In the textile industry
22% of the available manpower was reportedly unemployed while
56% was working only half-time. At the same time, the cost of
living.has been rising rapldly; an increase of 20% was reported
during the first 10 wonths of 1963. This has had unfortunate
repercussiong, both internal and external, provoking popular
digeceoutent. The Government was obliged to devalue the peso by
40% in May. 1963. . The meat processing industry remains in a
difficult position maimly ss a result of its low productivity
and competition rrom Argentina, though its aituation improved
somewhat after the devaluation.

514. By *the end of November 1963, the trade balance showed
a deficit of avout $10 million. Meat exports declined during
the second half of 1963 but wool exports increased. At the same
time, various measures were taken to check the rise in imports.

315. In Autunn 1963, the United States agreed to an extension
of the repayment period for loans extended by various bauks.
It was then agreed to consolidate debis amounting to £39 million
and to postpone repaymens covering a further £14 million.
A few new economic developmeat credits were under consideration
in various international finaneial institutions.

Conmunict economic activities
(a) Recapitulative totals

Teononic aid 1954/63:

Yo economic development aid extended by the Communist
countries.

Technjcal asgistance as of 31st December, 1963
Communist oivilian technicians in the country: None

Number of nationals treined in Communist countries: 5

~155~ NATO CORPIDENTIAL




DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

ATO CONPIDFNTIAL <154

Trade:
' (2illion US &)
Exports Imports
1960 J196] | 1962 1960 1961 | 1962
o)

USSH ~1.51 0.9{12.8110.6{ 0.9 0.3

Buropean satellites 7.5 ]11.6 |10.6] 4.4] 3.1)] 2.7

Communist China 4.3 1 2.4} 0.8} (a) (a) (a)

TOTAL 13.4 |14.9124.2115.0] 4.1] 3.0

As % of total trade 10 9 16 T 2 1

|

(a) Leas than 850,000
{b) Recent developments

316, The bloc has made a series of trade proposals in an
effort to reactivate its trade relations with Uruguay. In 1962,
the USSR re-emerged as a large buyer of wool and as a consequence
Uruguayan exports to bloc countries rose to over $24 million, and
the total turnover to nearly #28 million, etill below the peak

. devel reached in 1959, when bloc trade (total turnover #36.5

million) represented about 15% of total Uruguayan trade. The
share of the Sino-8Soviet bloc in the Uruguayan exports during

1962 reached lé%. During the first six months of 1963 the only
firm agreement reached concerned the purchase by the Soviet Zone

of Occupation of Germony of abvout 1 million worth of

Uruguayan beef, a portion of the proceeds of these exports to be
used for imports from the Soviet Zone of Germany. The USSR,
Roumania and Czechoslovakia have all proposed to purchase Uruguayan

- goods (wool, hides, rice and meat), but by the middle of 1963 no

new deals with the bloc had apparently been concluded, despite the
fact that North Korea was allowed to open an "unofficial" trade
office in Montevideo. Uruguay's frustration over efforts to sell
its preoducts in free world markets could lead it once again to
increase trade with the Soviet bloc and Communist China.

217. During the second half of 1963, the USSR offered to supply
the equipment necessary for an expansion by 80 mW of Uruguay's
main thermo-electric power station. Total cost of the equipment
1s estimated to be approximately £1C.5 million, of which 80% would be
peid in Uruguayan products, and the remainder financed under &
six-year credit, In addition, the USSR would provide technicians
to plan the project and to install the equipment. No final
decision had been reached by end-1963.
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OTHER LATIN ARMERIOAN OOUNTRIZS

Feoonoris sitantion

318, According to the ennmual report of the Alliance for
Progress nearly all the remaining Latin American countries
cxceeGed the joal of a 2.5% annual rise in per capita income in
102 ond in 1963, The crea's overall average was however held
aown muinly due to the poor results achieved by Argentina and

Prozil, who account for nearly half the region's productinn and
conoun,ytion,

%17+ The project or economic integration covering so far
Gratonrtia, EL Salvedor, Honduras, Nicaragua and Costa Rica mede
sone wii,ut but steady heedwey,

Sino-5oviet econnmie activities

{(a) PRecap’+tilative information

320. No econonmic aid has been extended to other latin

Amcricenn countries by the Soviet countries nor by Communist China.
The followirg cowuntries had some trade relations with the
Jommunist countries during 1962

Guiana -~ 1% of total imports coming from the bloc
Honduras - 2% of total imports coming from the bloc

Surinam - 2% of total imports coming from the bloc.

Exporte from these countries to the Oommunist countries were
regligible, Trade between Oommunist countries and otber Latin

Anmerican ones euch as: COolombim, Becuador, Jamalica and Venezuela
rerained negligible,

321, Some students from the following countries were
reportcd in Communist countries at the end of 19c63%:

Guiana (75): Colombia (50): Oosta Rica (25)

DPominican
Republic . (5) Ecuador (30); Guatemala (5);
Honduras (30); Nicaragua (5); Panama (30)

Paraguey {5); Venezuela (50).
{b) Recent developrents

322, Ploc efforts in other countries of letin America heve
included viuita by various trade missions, but there has becn
littie indication of increased trade, and no offers of econnuio
aid forthcoming from the Cornmunist countries. Representatives of
Polish textile mills placed orders in Honduras. Colonbia was
urged to use the 3 million trade eccount surplus she had buiit
up over the yearas witin tae Soviet Zone of Oecupation of Germn..y.
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Ozechoslovakian commercial representatives stationed in Mexico
visited Nicaragua, Costa Rica and Haitl, and Communist China also
sBent a trade mission to visit various latin American countries,
None of these approaches resulted in a significent expansion of
Communist economic relations with latin America.
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APPENDIX

CUBA

‘ (Population: 7.2 million)
Economic situation

\ 323. Over the last five years the Cuban eoonony has
steadily deteriorated. Paulty planning and gross mismanagement
resulted in a decline of both agricultural and industrial
production, Inflat'on and external indebtedness grew rapidly.

324. A drastic revieion of economic policy was apparcntly
initiated during the second half of 1963. The new policy
recognises that sugar wlll remain the mainstay of the Cuban
econory, while the idea of rapid industrialisation and
agricultural divoersification seems to have heen abandoned, at
least for the next few years. The new ohjectives are to be
regened through methode of unprecedented harshness,

725, The prio-ity given to sugar aims at raising its
produciion so as to mnake it possible for Cuba to control the
world market by 1970,

%26, In the meantime, Cuba intends to profit from the
rapld increase in the price of sugar in free world markets which
resulted irom the redlrection of Cuban sugar exports to the
Oommuniat countries and from the poor harvests after 1961.

327. Cuba apparently hopes to sell part of her improved
sugar crop to free world countries, using the earnings from such
sales for muche-nreded imports from these countries as well as for
the repayment of her accumulated trade debts to the Communict
countries,. It will be acted that, according to OECD statistics,
Furopedn OECD countries’ 1962 imports from Cuba (#54.72 million)
evceeded exports to Cuba (F31.08 million) by some #24 million;
during the first ten montha of 1963 these countries more than
doubled their imports (S117.34 million), while thelr exports
rose during the eame period by only 20% (#37.21 million).

As a consequence, Cuba had already built up a favourable trade
balance of some B0 million by the 31at Gctober, 1963 with the
Burcopean 0ECD countrios.
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External Communist economic aid activities

(a) Recapitulative to*als

Economic development aid 1954/63:

(pillion US %)

-} Y | Outstanding
{ Extended Drawn on 1.1.64
USSR 327.0 35.0 292.0
Burorean satellltes 107.0 15,0 92.0
Communist China 60.0 - 60.0
TOTAL 494.0 50.0 444.0

Technical assicstance as of lst January, 1963:

:Poreign Qommunist civilian technicians in the country: 2,500
of which: USSR 1,700
Buropean satellites 600
Communist China 200
Number of nationals trained in Communist countries: 7,200
of which: academic 2,160
technical 5,050
Irade: No Cuban trade statistics for the recent years are
available,
(million US £)
Cuban Exports Cuban Imports
1960 1961 (1962 ]1960 |1961 ]1962
USSR(1) 103.0}§309.0}232,0f{ 70.0{273.0(367.0
European satellites(2) 16.0¢ 69.0§128.0] 21.04125.0{183.0
Communist China and 32.01 96.01 55.0} 12.0} 76.0} 80.0
Asian satellites(2) 2.01 4.0f - 4,0
TOTAL 153,01478.91405.0[105.0]535.0 §630.0
As % of total trade 22 75 80 19 85 85

(2}
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(b) Recent Develorments

323, The Cormuniat countries extended development eredits
of nearly p500 miliion to Cuba during the 1960/63 period, but as
the country continued to live through social revolution ang
economic upheaval Cuba was unable to tranelate this aid into
immediate economic develooment. As a consequence, not more
than 10% of this form of aid had been drawn by the end of 1963.

329. In view of the considerable backlog of unused credits,
only minor amounts o.” additional economic development aid have
been extended since nid-1962, In September 1962, the USSR
provided abcut £12 rillion on eredit to cover the cost of
building and equipping a fishing port, inecluding docking
facilities, reveir shops, communicatlons equipment and factories
for processaing fish and producing fishmeal. In October 1962
a trode delegation from the Soviet Zone of Germany in Cuba
announced that 20 coumplete factories would be built within three
years, and extended a #15.3 million loan for a textile combine,
to be repaid on the basis of annual trade exchange. In
Janua sy 1953, the USSR aidded mnother $15 million loan for
irrigation, arainage and lasnd reclamation projects, including
equipment and iechnical assistance for research, construction
and installetion, and providing for the training of Cuban students
in hydrology in the USSR and the sending of Soviet professora to
Cudba, In June 1963, the Soviet Zone of Occupation of Germany
extended #13 mlllion for the expansion of wheat flour milling
capacity and in early September offered an additional 10 million

long~-tern credit.

330. On the whole, progress on economic development projects
has been s8iow,. The Soviet-ageisted electric power station at
Mariel, with a capacity of 200,000 k¥, on which work was started
at the beginning of 1962, ies still far from completed and
construction began on a 100,000 kW power station at Santiago.
Some progress wags also made on the expansion of the Antillana
de Acero steel mill and plants for the petroleun refinery at
Santiago with a 200-ton annual capacity were completed by the
end of 1962.

331, The Buropean satellites made some progress on projects
under their programnes. Czechoslovakia continued to work on a
household appliance factory and factories to produce tableware
and sperking plugs. The Soviet Zone of Germany was engaged in
the construction of scveral small projectas, including a brush
factory and a welding clectrode factory. In October 1962,

Hungary delivered a large floating crane. Poland was constractirg
a small hand-tool factory and a steel foundry, in addition to the
delivery of a 17,500-ton merchant ship.
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= 332. The most vital form of assistance provided by the
—Soviet bloc censisted of large Soviet trade credits of almost the
Osame amount as the development credits, purchases by the
—Communist countries ¢f Cuba's dwindling sugar production and the
pamaintenance of supplies of goods for current consumption,
Etechnioal assistance and military equipment.

) 333, During 1962, imports by Cuba from the Cormunilst
Moountries exceeded the total value-of.-her exports to these
—countries by at least £225 million. In nid-1963 at a meeting
Lof COMECON, several Eurc,ean aatelllte countries expressed their
ooncern about the economic situation in Cuba and her ability to
—repay. the credites extended. Cuba incurred another 2250 million
zdefigit in 1ts trade with the USSR in 1963, financed mainly by
mbalanee of payments assistance and partly by drawings on
wjdevelopment credits,

N

= 334, When the Soviet Union took the place of the United States
“'ae a market for Ouban sugar exports, the price fixed by the USSR
(US44 ?e-r 1b,) was at that time slightly above world market
—prices (US #£3.5 per 1b,). The repercussion on sugar prices of
F=the redirection of the Cuban sugar trade to the Communist countries
~resulted in s sharp increase, so that by the end of 1963 the Cuban
-gcovornment sought to obtain a reduction of the volume of sugar

—to be delivered to the Soviet Union, in order to be able both to
.oearn hard currency and to obtain better prices on free world
markets, A tomporary agreement was reached and has since been
Qoonfirmed in a new long-term sugar agreement under which the USSR
~48 to Increase progreasively her importe of Cuban sugar from 2.1
§m11uon tons in 1965 to 5 million tons in 1970. In 1963, Soviet
=~purchases of Cuban sugar amounted to about 1 million metric tons
wvalued at some 100 million. In early June 1963 a price of 6 cents
oper lb. was set, which is still well below the sugar price on the
=Now York market (during the second half of January 1964, 10.84 cents

52
o) 335, Soviet economic support permitted Castro to proceed with

oan ambitious programme of social reform, including an extensive
'Eliteracy end educational effort, despite economic chaos and
-endecline. However, it dld not produce the prosperity and well-
—being needed to maintain Castro's popularity. As a result of
Agrowing popular discontent Castro has come to depend increasingly
Q'upon the support of the armed forces and the police.

- 336, Timely Soviet deliveries of military aid have been going
=on since 1960, improving the equipment of the Cuban Army, which
voonsists of about 32,000 regulara and of the militia, which
Ueonsists of about 200,000 part and full-time members. Meanwhile,
“training under foreign Communist instructors in the country and
_dthe sending of nilitary instructors to the Soviet Unlon has improved
mthe efficiency of the Army and Security Forces.

Q

NATQ CONFIDENTIAL




