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THE ECONOMIC OFFENSIVE OF THE SINO-SOVIET BLOC

REPORT BY THE COMMITTEE ON SOVIET ECONOMIC POLICY -

Note by the Secretary General
and Chairman of the Council

Attached is a report on the Economic Offensive of the
Sino-Soviet Bloc forwarded by the Committee on Soviet Economie
Policy. :

2. This report has been prepared in accordance with the
- Council's instruction that periodic surveys of Soviet economic
moves vis-&-vis the outside world should be made by the
International Staff on the basis of information supplied by
~Delegations and that these surveys should cover, not only the
USSR, ?&? alse all countries of the Soviet bloc and Communist
China, T
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THE ECONOMIC OFFENSIVE OF THE SINO-SOVIET BLOG
Summari

The economic offensive of the Slno—Sovlct bloc, poses a
major political and strategic threat to the outside World Since
1953, advances have been made in the Middle East, in ﬁsla, and in
Latin America; communist trade with underdeveloned arcas has .
nesrly doubled, and almost 1.5 pillion dollars of 2id have been
granted, of which over 1 billion dollars were non-military credits.
Total trade with the outside world has increased by about one-
half during this period, while the number Of trade agreements has
almost doutled. Two- thlrds of the new agreements have been with
underdeveloped countries, Despite this appreciable- expan81on in
Sino-Soviet bloc foreign trade, the total volume of trade is still
relatively small. But the smallness of the total understates

the impact of the trade drive, which is designed so as to have .

the maximum political effect and concentrated on countries who
are in need of economic assistance and trade outlets,. Since. the
autumn of 1956 the only new credit granted by the Soviet bloc has
been a small loan to Syria. =~ However, aid has been offered to
Turkey, Nepal and Morocco, and communist trade with the out51de
world continues to increase, . :

‘2« The prlme aim of communist forelgn economlc pollcy is
undoubtedly the weakening of Western influence in strategic .

“areas’ 'of the world, by attempting to galn sympathy for the

communist cause from netions that are pro-Western or neutral in
their foreign policies. Recent events in the Middle East
demonstrate thls clearly.

S B " Tne technlques followed by, the Soviet group in. Dursuit
of “their aims are various. Offers of 1ong-term credits at low

_rates of’ 1nterest are made, espe01allv by the USSR, to- under—

developed aréas for the purchase of capital goods from the.

Soviet bloc.  Arrangements are ‘made. for the bulk purcha81ng of .
raw- materlale, usually on a bilateral and barter basis,. tving up

e significant portion of the export surplus of underdeveloped
countries for long periocds of  time. The prices paid by the
Soviet countries are often.. bove world market quotations but; .
because of the barter nature of ‘the trade and the difficulty of
assessing the world price of Soviet bloc exports, it is not easy’
to decide whether the resulting terms of trade offer any real
advantage to the underdeveloned arcas. Technical aid -often
accompanies the’ deliveries of capltal goods, while -students from
some underdevelopcd areas. are trained in communist _countries, In
some areas; the Soviet countrles, notably the USSR, have delivered
arms agalnst”the future delivery of raw materials;. . in the Middle
East this action has hed much more spectacular results ‘then the
granting of economic assistancé. Trade fairs are used as a tool
of economic policy,” and great qttentlon is pald to the publicity
value of exhibits.

Ao - Though-pvolitical and- strateglc ‘considerations are

doubtless the main reason for these activities, at least by the

USSR, they. are:nevertheless: in- tune with overall economic
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developments, Intensive industriflisation .in the Soviet bloc
has created a need for more industrial raw materials and at _
the same time has made available a larger volume of manufactured
goods. This has made trade with underdeveloped arecas more
attractive to the Soviets. The economic motive has been more
1mportant for the European satellites than for the USSR,

. 5e The satellites have been the main traders for the
$1no-Sov1et bloc, while the USSR has granted the major share
of ‘the loans. Although China is only in an early stage of = .
M economic development, she has given .support to the economic
offénsive by expanding her foreign trade, especially in ‘the
_JFar_East She has also given two small grants of ald 1o
B neighbouring countries,

IQU

6. Traae nrospects between the Sino-Soviet bloc and the

Doutslde world are not clear at the present time. The

Hdifficulties in the BEuropcan satellites have caused the _

@ production targets for the five-year plans to be lowered; it |

= 1is unlikely that most of these countries will be able to grant

Elarge credits to underdeveloped areas, although the USSR may
use them as a front for such transactions, The economic

# difficulties of the Eastern Buropean satellités have in fact

Efbrced_the USSR to grant these countries large-scale loans,

o This may reduce Russia's willingness to grant credits to

T underdeveloped areas.' However, lack of opportunity seems to

ugaccount for the fact. that no large credits have been granted

jiﬁ recent months, #1s0 conscolidation of the gains secured by
Rissia in its economic offensive may not require outhys as ’

~glarge as those of recent yearse

RE PU

_ 7o On the othér hand, Soviet industrial production is
Elakely to continue to exoand rapidly, even taking into account
athe difficulties which recently led to some slackening in the
Opace, and to provide a growing quantity of manufactured goods.
oThe Soviet Union will require greater amounts of raw materials
Zto support this expansion in industry, The monopolistic and
(Jpolitlcal character of Soviet economic orgenizations will ,
Eald in the bulk purchasing of raw materials, as well as in the
cnselllng of capital goods on credit terms. At the same time,
mthe rapidly incrcasing numbers of scientists and engineers =
-graduatlng yearly in the Soviet Union will be available to

service capital goods sold to underdeveloped countries, and
Hto partic;pate in programmes. of technical assistance.

SSI

j ,: . 8.  The trade offensive does not appear to have slowed
gdown after the Hungarian revolt, Though difficultics may be

@ encountered by the Soviet Union in expanding trade with :
Qunderdeveloned arcas,; the political dividends which this pollcy
has paid hitherto have been so great that a continuation of

an active, economic offensive should be expected. The cost

of. the offensive has hitherto been quite small -~ Soviet aiad

ig§ expected to amount to 200 million deollars in 1957, i.e, (l)-
about one-tenth of one vercent of the Scoviet natlonal product.

(1) This percentage is based on the estimate of the GNP of
. Russia'in dollars which was made in document AC/89-D/11.

NATO SECRET | | -6
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The Europcan. satellites will be driven by economic pressures to
expand their trade with hoth. anderdoveloped arcas and Western
Europe, Chlna s for01gn trade increased rapidly until 1955,
but there was a slight dccline in 1956, and.official Chinese
Communlst sources forecast a further decllnu in 1957. Re-
laxation of the trade embargo by some western countries may
alter the pattern of China's foreign trade ,to some extent, -
but it is not expected to affect the level of trade Slgnlflcantly
since Chlna s holdings of Western currencies are small, and it
appears unlikecly that she will be able to increease her exports
to the West sufflclently to.pay for imports substantlally -above
the present. level, : ;

Political and Bconomic Baékgroﬁnd

-9.:' Before Vorld War II the Soviet Union 1moorted capltal

‘goods, with the intention of bulldlng up domestic industry to a

point of .complete self—sufflclency.- These imports were paid

for largely by exports of grains and industrial materials. It

was never the intention of the Soviet planners to rely 1ndef1n1tely
on “capitalistic” sources of supply, particularly in vital in-
dustrial sectors, Following the end of World Wer II, the Soviet
Union rcorientated the cconomies of its satellites towards

grecater trade with the Soviet bloe, These countries, which had
previously exnorted mainly consumer goods or raw materials, rcduced
their Western Buropean .trade drastically. . Before World War II, ..
trade among the present countries of the Soviet blce amounted to_:
about 10% of their total foreign trade. By 1948, trade between
these countrics was about 40% of their total forelgn trade, even
before free world controls. .on exports of strategic goods had

been instituted.: By 1953, the proportion of intra-Soviet bloc
trade had ruached three—quqrtc”s of the total trade.

10 The turnlnﬂ UOlnt in Soviet forelgn economic pollcy
may be marked in 1953, following upon the death of Stalin and
the emergence of the new.leadership with its pollcy of peaceful
co-existence.. Indications of the impending change, however,
were scen carlier when. the USSR convened an International Economlc
Conference, prlmarlly of Wcstern bus1nbosmen, in Moscow in :
April, 1952

11. The factors Whlch led 10 the adoption ‘of the present
policy werce various. The Sovict acceptance of the fact that .
the . two . 1ead1ng powers had reached a nuclecar stalemate gave
renewecd importance to the use of non-military means in -the
achievement of conmunlst aims. The lesscned fear of war made
large-scale econonlc trading more acceptable to Soviet leaders,
while the: or1glnal Malenkov "soft policy" resulted in the _
import of consuilcr goods from.Wostern Europe. Lestly, 1ong—
term dcvcloomcnts within the Soviet economy itself flttcd in
with a pollcy of cxpan51on in trade. -

12 Tne Sov1ct Union had tradltlonally, engoyed a surplus

of industrial and agricultural raw materials and had been de-
ficient in capital goods. The process of intensive 1ndustr1allsa—

tion of the Soviet cconomy created a greater need for raw . _
mater;als,; At the same tlme, agrlcultural raw materials became g
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Arcer . 31nce the awxlcultural programmes had not met w1th success.
> strides made in industrial development in the- Soviet Union,
shifts occurred frcm the primary toward manufactiuring industriecs
sulted in a greater availability of nanufagtured goods. It is
simated that . certein parts of the Soviet Union's heavy industry: -
ipare favourably both in guality and in efficiency with those -
the United States. This availability of manufactured goods
vided a basis for trade, particularly since there is evidence
;gesting that capital wooda, notably stcel products, are being
>duced rclatlvely cheaply in the Sovict Union as compared with

My materials. Although the major exports of the-USSR to under- -

ogreloped’ arcas have been arms, oil and wheat, rccent trends '

Elicate the growing importance of exports of;capital goods.

E 13, It is fairly clear that economic motives for developing

g?eign trade are more pressing for the Soviet satellites than for

D3 UGSR itsclf. While the proportion of Soviet foreign trade -~

U national income is not significant, amounting to perhaps 3% in

m>5, the BEastern European satellitcecs have a dependence on trade

Hich is cven greater than it was before the post-war period of

Etust ialisation. This situation has been brought about by a _ .

miber of factors: the shift in composition of industrial output - .

» hcavy industry, the consequent cutback in consumer goods pro= -

2:tion, the failure of agricultural production to expand -

\ﬁﬁflclontlj, and the forced export of certain materials to the
=rict Union, The post-war c¢conomic integration of the Soviet

an has in rcality meant only a shift in_the trade of the.
tellites from Western Europe to the Soviet Union, However,

3111 able evidence suggcests that Russia cannct provide for all

\m, nccds of the satellites, and trade with the West remains

Q:ontlal to them, The position of foreign trade in the Chinese
~Snomy is not too clear, = China's total foreign trade( of which

E Soviet bloc takes four-fifths)has increased rapidly and it is

z>ortain how much of any future increascswill be with the. outside

C-ld, China's grcat nced is fer capital goeds imports whlch "

Urc becen suppllod mainly by the" Sov1ct bloc. B

a 1h. The policy of cconomic penetration not only fits in . .l’
2sh ccrtain cconomic trends in the Soviet bloc, but is also in :
éle with some developments in underdeveloped areas., Production

2 primary products, such as rice, cotton, sugar, rubber, jute’

'l grains, constitutes a large portion of total output of many

Qler—dcveloped countrics.  Much of this production is exported -

=1 thus accounts for a sizeable portion of their forcign exchange'

Se'nings. In the past few years a number of underdeveloped

vintries have built up surpluscs of primary commodities which

j*y were unable to sell to the West. Hence Soviet coffers to

Q7 these goods were eagerly received. - The conclusion of long-

A export contracts with Soviet bloc countries seemed to be _
ronvenicent way of paying for the capital goods which were neecded
» economic development. Some countries may even have preferred
1g-term export contracts to aid, which they suspected of being
ject to polltlcal condztlons. '

SIFIE

15; The Soviet bloc exploits feelings of nationalism and
ti-colonialism at every opportunity.  The tremendous industrial
>ansion undergone by the Soviet economy in the past thirty-five
ars is held up as an example of the superiority of commmunism,

'0_SECRET- : -8~
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By professing their desire to assist the underdeveloped areas in
attaining a2 state of industrialisation and economic maturity, the
Soviets hope to win converts to the commmunist philosophy. BEven
countries 'commiticd to free world military pacts, such as Turkey, ..
Iceland and Pakistan, have. been subjected to this economic

"diplomacy aimsd at strengthening neutralist feelings in ‘these |

countrles.-~~

ILq Develqpments in Tréde

16,  The most striking changes in the forelgn trade of the

‘Soviet bloc compared with theé prewar period have been a rapid ex-.

pansion in the total volume .of trade together with a sharp ro=- ' -
duction 1n the'share of that - trade whlch is directed to the West,
The -West' s_share of the trade of the present members of the
Soviet bloc has fallen from about- three-quarters of the total in
1938 ‘to about one-quarter at present, The semc development
occurred in Commtinist China, where, following the Communist
conquest cof the mainland in 1950 foreign trade was reorientated
toward the Soviet bloe, BetWGen 1950 and 1952, when the foreign
trade of China doubled, the proportion of this trade W1th the
SOV1et bloc rose frou one- quarter te three quarters. .

17, Since 1953, however, this trend has beéen in some degree
reversed, and there has been a rapid expansion cf Slno-Sov1et
bloo tradc w1th the out51de world.ﬂl_.; .

Trado of Slno—Sov1et Bloc with Out31de World ..

D amaan e . o

 Exports | :
- " (millions of United
. — States dollars)
European - Communist - - " Totel - o
Satellites USSR China o DA
1954 i.0953° - 0L . 375 o 1,829
1955 1,283 6l w93 T 2,520
1955/1953 +593‘ - +697 T g o + ug%_

Source: Uniteéd Stqtcs Internﬂtlonal Economlc Analy31s Div1s1on,
Bureau of Foreign Commerce (Survey of East4West Trade
in 1955, page 80). _ " _
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Imports
(millions of United
: : _ " States dollars)
_ European : Communist o
. Satellites _“;?SSR__' China "2 ?Otal
953 ~ 7 678 ooy 287 1,389
954 897 574 294 . 1,765
5955 1,19 571 . 313 - 2,033
5955/1953 O+ 69% o #35% 0 4+ 9% 0+ 6%
= : . :
~ _ . _
gcmrce: United States International Economic Analysis Division,
5 Bureau of Foreign Commerce (Survey of East-West Trade
3 "in 1955, page 80) _
=

~t is 51gnif1cant to note that the lqrgest increases in trade since
Z953, both relative and absolute, have taken place in the Bastern
m.uropean satellites, During this period, trade between members of
v he Sino-Soviet bloc increased by less than one-fifth, while trade
S.f the bloc with the outside world rose by about one*half The
ﬁﬁmtire Soviet bloc has put great emphasis on the strengthening of
T conomic relations with the underdeveloped countries of the world;
= rade with the Near East and Africa doubled between 1953 and 1955,

@Ahile that with Latin America increased five-fold. Soviet bloc
jx@dﬁ with the underdeveloped countriés rose from 28% to 33% of
Q.otal Soviet bloc trade with the outside world., It is estimated
Ahat the Sino-Soviet bloc may now account for about one~eighth of -
~he trade of underdeveloped areas in Asia, Never‘bhelessg trade
ﬁqth Western Europe accounted for two-thirds of the bloc’'s trade
S7Tth the outside worlid in 1Q55, and had risen by one- quarter in
o-wlue from 1954 to 1955, L : _

ISCL

" 18, Much ‘of the increase Ln the export trade of the Sino-
Asoviet bloc 'since 1953 has been in manufactured goods reflecting
Ohe new trading relationships with underdeveloped countries, It
J's estimated that perhaps one-third of the increase in Soviet bloc

gxmﬁe with the outside world between 1953 and 1955 represented the -

Aixchange of manufactures for primary goods from underdeveloped
Q:reas.- This along with expanded trade to Western Burope, has.
KHaised the share of manufactures in Soviet bloc exports from less
Ehan 30% in 1954 to about 40% in 1955. The European .satellites -
V%ere respon31ble for the greater part of this increase.

19, Desplte the appre01db1e expansion in Sino-Scviet. bloc

A rqde w1th the outside world in recent years, this trade is still
v relatively small part of total world trade. In 1955 it amounted
;0 4 billion dollars, about 2% of total world trade, For

festern Europe as a whole, East-West trade is only 3% of total
‘oreign trade, although for some West EBuropean countries the share
.8 higher, On the other hand, this trade with the West accounts
or about one-gquarter of the %o tal trade of the East European
:atellites. . ' '

E(_ILA

; 20. One of the outstanding features of Bast-West trade is
she frequent variation in its composition. For example, Soviet bloc
>xports of foodstuffs as a proportion of total exports have varied

?‘ATO SEGRET - .ot ~10-
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from 16% to 60% in recent years, Soviet bloc imports’ hﬂve likewiso

varied; imports of raw materials have fluctuated between 33% and
50% in thc past few years. These rapid shifts in CVmes;tlon of
exports-and imports cause sharp changes in the trade of different
Western coantrles w1th the Sov1et bloc from one year to the next.

- 21 In a llmlted nunber of countries, including Finlagnd,
Iceland, Yugoslavia, Turkey, Austria, Afghanistan, Iran:and Bgypt

the Slno—Sov1et share of trade in 1955 was 10% or hlgher, altnouch
historical or other special factors accounted for this. For example,

. the peace treaty arrangements with Finland and Austria have reaulned

in commercislising certain reparation payments. In Finland, hlgh—
cost shipbuilding industry was -established originally for repqrn lons,

~and this industry has now become tied to Soviet trade., Turkey, Iran

and Egypt had. important trading relationships with the Soviet
countries before World War II, and recent Scviet bloc moves have been
directed towards sirengthening these relationships.

22, Communist trade with the Middle East, Africa and Latin
America is largely in the hands of the Buropean satellites, The
Soviet Union appears to have taken special- interest in South and

. South-EBast Asia, although Communist China is the heaviest trader in

the. Far Zast. Some international division of* labeur is also evident:
between communist countries. in the sale of manufactured cormodities,

;fTaSt Germany. sp801°11ses in electrical equipment, precision instru-
oments and shlps ~Poland in railroad rolling-stock and mining . equlg-
ment; qungary in diesel engines and electrical appliances; Rumania. .

in. 011 pipes and drilling equipment ;- Czechoslovakia in heavy'
mechinery; * And.the USSR in large-scale public utility works., This
specialisation does not, however, preclude some competition among
Soviet bloc countries, and bids from more than one bloc member have
been made in some instances in the mlddle East.

25, It is difficult to estﬂbllsh “the- pr601se qu ance of. pay-
ments position of the Soviet:bloe; tradé data have to be der ived
from soureces in othen: counbrles, and :little information on. Ainvisible

~earnings and ooyments is “V“ll?ble. - On the whole, it appears that

the balance of payments: 3051tlop of the entire .commuriist bloc has
been in baldnce for the past few years. Occasionally, as in recent
months, Soviet gold Sales ‘are reported but these usually “eflect
temporﬂry 1rb”lﬁnces. ' M

III Nethods Emnloyed

2&. 'ﬁhe methoﬂs employud by the Soviet bloc in the economic
offensive .include  the usual- techniques of .long-term, low-interest
credits, bilateral tﬂqae agrecements, technical aid and trade fairs,

. Generally, attempts at penetrstion into new areas are preceded by

announéeérients by high Soviet officials that a large expension in
trade between communist countries and the specific underdeveloped -
areas would be highly favoured by the Soviet countries, If the
reaction to these announcements is favourable, then this is followed by
statements that the Soviet bloc is prepared to assist the country in
its ectnomic development.. .On some occasions, the Soviet bloc have

won contracts- by bidding . o;tlandlshly low in order to introduce bhelr
technicians into a- country A recent East German project te build a
bridge in Sweden hes given rise to Swedish protests, because.of the.
unreasonably large number of Bast Cermans who .have. entered the country,
osten81b1y as technicians,. When.negotiations beginy, Soviet bloc
experts enter the country qnd study the technical qspem;s of
industrialisation plqns, and arrangements may be mede fcr a long-

term credit at low rates .of interest, Often, at the same tlme,

-1l- - _ NATO SECRET
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1 bilateral agreement is signed, providing for the exchange of raw
naterials for ‘Soviet bloc capital goods, A sizeable portion of

the country's export surplus may thus be tied up for a number of _
years These economic agreements: are followed up by other measures,
including trade fairs, the opening of trade offices, cultural
sxchanges, and the use of communist technical experts.

25, It is throughsuypplying arms in the Middle East that the
joviet bloec has enjoyed its most striking successes. These arms
leals have been arranged on credit terms and have been generally
;ied to purchases of raw materials, Middle East countries thus

Mecome dependent upon the USSR for markets, at-little cost to the -

8¢atter, since the arms shipped are of'ten obsolescent.

é 26, The entire programme of penetratlon appears to be dlrected

D‘rom the highest levels, . Extensive goodwill tours have been under-

E ;aken by Bulganin® and Khrushchev on a scale unprecedented in recent
joviet history. Within the Soviet Union, the body responsible for
,he foreign economic programme, the Chief Directorate of Economic
Oelations, reports directly to the Council of Ministers, In the
~spring of 1956 the Council of Economic Mutual Assistance (CEMA)

Z1cld a meeting, China attending as an observer, at which it was.

Haeported that plans were laid for co-ordinating the foreign economic ‘l’

molicies of the. entire bloc. The general economic polieles and the
grarlous five-year plans were to be geared together to provide for
riational specialisation of production, although competitive bidding

or forelgn contracts was not precluded. Since October 1956, however,

.t already seems clear that bloc countries are competing w1th cach -

»ther more for free world markets.

__(1) Credits

27. Prior to the adoption of their new economic policy, the

JSSR granted credits to satellite members only,  the European ¥
satellites receiving large-scale amounts in the earlier postwar years,
guﬁ.China obtaining the bulk of the loans after 1950, In 1955 and
—tarly- 1956, the USSR almost stopped extending loans to the satellites,
$.n favour of credits on a large scale to underdeveloped areas, At
a'he same-time,the satellites themselves made loans to underdeveloped
oegions to.a value of more than $300 miilions, or about one-third ._QID
O f total Soviet bloc credits. However, it is reasonably certain ‘
Rhat the largest crédit given by a satellite (Czechoslovakia to

Algypt for arms) was, in fact, financed by Russia. Recent economic

‘reaknesses in the European satellltes have forced the USSR to grant
W.oans, to Hungary, Poland, East Germany and Bulgaria and, in the
uuear ‘future, the burden of credits to underdeveloped areas w1ll
unrdbably have to be shoulderea by the USSR alone. -

[92]

RE / DECLASSIFIE

R0 30 years), bear low rates of intersst (2 to 24%), and often
rovide for repayment in surplus agricultural commoditles or local
JUPTEncy. Usually they are tied to purchases in the country of
)rigin and are.often conditional upon the acceptance of technical

1id or training. Yugoslavia, India, Indonesia, Afghanistan and
3gypt have received the greatest amount of loans under the programme.

é 28. These credits are usually for 1ong perlods of time (up
A

: 29. The Soviet Union should not have any difficulty in meetlng
lts commitments. for capital goods exports arising out of its credit
yrogramme, - The Soviet Union is the second largest 1ndustr1a1
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producer in -the world, with a level of output approximately equiva-
lent to that.of the United Kingdom and.West Germany combined, ‘
Credits so far granted by the USSR, if. drawn upon over a period. of
three years, would represent about ocne and a half per cent of
Russia's annual capital goods output. Actual commitments for

1957 are estimated at about £200 millions or abecut 1/10 of one
percent of Soviet GNP. Sl S

30. The same does’ nct hold true for the Eurcpean satellites,
Recent unrest and revolt, shortages of energy and the conseguent
inability to meet internal needs, revisions of five-year plans and
requests for new.loans from the USSR, all point to serious economic
problems and shortages of capital in the satellites, While exports
of capital goods, associated with long-term-credits, may be '
necessary as a means of acquiring vital raw materials, it is clear
that this will impocse a heavy burden on some of the countries
concerned, - : -

31, The Soviet bloec's total credits to the outside world, if
drawn upon in three years, would amount to about Z0.4 billion per
year; the Western countries (OEEC countries plus the United States
and Canada) invest, lend or donate at least 2.8 billion per year to
underdeveloped ‘countries. (1) But though the total Soviet bloc
credits may appear small, the way in which they are used is of
importance, since great publicity accompanies all Soviet loans
and the credit may be unusually large for the receiving country.

" (ii) Trade Agreements

‘32 'The Soviet bloc's trade expansion has been associated with
a rapid increase in the number of trade agreements, particularly

‘with underdeveloped areas. In 1955, about two-thirds - of total

Soviet bloc trade with other countries was based on bilateral trade
agreements, - From 1953 to 1955 the total number of agreements rose
from 98 to 175, and the number in forcecontinued to expand through
1956, « -Of “the agreements .signed for the first time since the :
beginning of 1953, three-quarters have been concluded with under-
developed areas. Czechoslovakia, Poland and East Germany were the
most active countries in the bloc, even more so than the USSR, despite
a -higher level of trade by the latter. These agreements provided

for trading Soviet bloec manufactured goods against primary commo-
dities, Many of these commodities, such as cotton and rice, form

- a large part of total production in the underdeveloped countries

concerned which have in recent years at times found difficulty in
selling them in traditional Western markets. In consequence, rapid
inroads have been made into the economies of such countries as”™
Egypt and Burma. For example, the Soviet .bloec's share of

Egyptian cotton exports rose from an average of 13% between 1946 and.
1954 to .almost LO% in 1956,  Although for the most part these pur-

. chases meet rieeds in communist countries, there is evidence that some

of the commoditiés are resold to third parties, as was the rice _
purchased by Hungary from Burma, While these re-exports may be mad
to acquire foreign exchange, on occasion the purpose may be to rid.
communist countries of surplus stocks acquired for political ends.

33, Political advantages .are secured by the Soviet bloc through
its pricing arrangements, Prices paid tc underdeveloped areas may- often
be in excess of thoseé on the world market; alternatively, the prices
charged for Soviet goods may be lower than the world market price.
However, since most trade agreements signed by the communist bloc are of
a barter nature, it is not possible to state definitely whether or not
any real benefit has accrued to the underdeveloped areas concerned.

For example, it seems that Ceylon obtained favourable returns
from a long-term deal with China,. -~trading rubber for rice. .
On the other hand, Burma has shown dissatisfaction with

(1)  See OEEC C(56)2L3
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ts rice deals with the Soviet bloc, which have resulted in Burma
eselling at a heavy loss scme cof the' éement received in exchange.

snerally, it appears that underdeveloped ccuntries have not secured o

ny spec;slly advantageous terms in thelr trade w1th the Scoviet .
locs: e

(111) Technlcal Ald

3l. The provisicn uL skilled technicians frﬁm the Sov1et bloc J

Eten-accompanles trﬂde agrecments and the granting of long-term .
reditss, " This aspect ¢f eccnomic diplomacy hdas beccme more :
concunced within the- past few years, alceng with. the general: expan- .

mion in foreign economic relations, ' "India, Burma, Afghanistan and

8ﬁypt have received. large numbers of thesé experts from the Soviet:
Hlec, mainly from Czecheslovakia and the USSR, while -at least eight.
mther .countries have had assistance. - Tralnlng on the spct has been:
Endertaken in connecticn with many large-scale enterprises. For

xkample, the Soviet deal with India for a steel mill involves the
§~a1n1ng on the job of over 5,000 Indian workers, Technical

astitutes have been or"anlzed by the Sov1st bloc in Indla Burma
Oad Tgypt. ' : . . 2",

N LECTU.

35 - In addltlon, the- communlst countrles take sdvantﬁge cf
M1l CDpOPtunltleS arising from the United Natiocnal Technieal .
Hssistance Programme and regicnal Econcmic Commissions to. prcmote
ElSltS cf personnel :from undurgevcleped areas to the Soviet regiocns,
‘avitations are given for inspecticn teourssaf the Scviet blee,

~mlth expenses pald In 1955, for the first time, the USSR coffered .

ch sum of 4 million rcubles annually teo the Econcmic.and Sceial
Louncil of the United Nationa, such money tc be spent in the Soviet
quon to:provide technical. assistance to underdeveloped countries,
01 1954 and: 1955; ‘it is estimated that there were only about 100 .
‘guudents fr.om non—communlst countries in, academic institutions in
2viet ccuntries. By early 1956 however, a sharpe increase had

g*curred and there were L35 students frem India alcne studying in.

2¢ USSR, ~In additicn, about 300 Egyptian military perscnnel were'*'

azported studying in the Soviet Union, Poland and Czechoslovakias

Qther .examples include the training of Egyptian nuclear phy51clsts
s well as Indlan professors from ths Bambay Lechnologlcal _
Hnstltute° : . _

LKID

_36 : ThlS largo scale emen31cn in technlcql ssslstance
mresents advantages to the Scviet bloc, - In underdeveloped coun-

Pries admiration for Soviet methods lcads te heavy propaganda galns';3

20 communism partlcularly where there are nc means of drawing 2a

Aomparison with the achievements of Western countries. The use of =~
moviet-trained technicians in a country helps tc promote the future e

FZE

Halos of Scviet capital goods, - The communist countries are

ighly trained technicians to undcrdevclcped countriese The
Umeer of cnglneers and scientists presently available in the USSR,
or example, is apprcaching that of the United States; as many
dientists and engineers ¢ raduate yearly in the Sov1ot Unlon as in
11 NATO nations oomblned.(l)

DE LA

{1iv) Trade Falrs

. 37 Partlclpatlon in trade: f31P° has played an 1mpcrtant
51le in the communist econcmic. offensive., - In 1955, for example,
+9 Soviet bloc trqde exhibitions = more than thc tctql held in

1) ‘See c-m(56)128
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the previcus feour years combined -~ were held in 41.countries, -
Thcugh: a major share of communlst foreign, trade is with Western
BEuropean countries, it is in unuerQCVQlopcd.areas that the greater
number cf trade fairs has been held. . Reflecting the greater
significance of trade for the satellite countries as compared with
the USSR, the most important exhibitcrs have been Czechoslevakia,
East Germany, Poland and Hungary. The USSR and China exhibited
to a lesser extent. o : -

38.. The most extensive participaticn by the Scviet blee in -
fairs in a non-communist ccuntry during 1955 was in India. Con~
siderable attention was alsc paid to Pakistan, Indonesia, Egypt,
Syria, Yugeslavia and Turkey., At many of these fairs, spectacu—
lar displays were put on to demenstrate the industrial achievements
of commun1st countries, . While such displays may pave the way for
future sales of capital gocds, the pclitical effects of the
publicity have not been overlocked, The size of the pavilicns
is a characteristic means of impressing the local Uopulation.

For example, at the Djakarta fair . in August, 1955, the.
Czechoslcvakian exhibit was uhree tlmos as largc as that of the
United States. . :

(v) Concentratlon on; Speciflc Countrles

39, Although the Sov1et blee tra@e pro T anme: has Leen expun—
ding rapidly in many areas, one of the main.features has been the
cmphasis on a number of '"key'" ccuntries, - These countrics appear
te have been chesen as part of a deliberate attempt te weaken their
ties with Western defensive pacts or. te win over neutralist cpinion
in countries such as Yugoslavia, Plnland Bgypt, India, Burma,
Afghanistan and Indonesia, . Whatever success those efforts may
have brcught in the pelitical field, it is clear that substantial
gains have been made in most of these countries in the context of |,
trade. In 1955, for example, cover one-quarter of the total
expoerts of Iceland, EBgypt and Finland went tc Soviet blee countries,
while Yugoeslavia, Iran and Turkey exported from one—-eighth to
ocne~fifth of their tcotal gececds te the Soviet bloc. Though India
still conducts only a small peorticn of 1ts trade with communist

countries; the credits cxtended (about ¢300 millicn), the coffers

to share experience in the uses of atomic power, the gift of
equipment for a large Indian state farm, have had considerable
prepaganda effect.

IV, Future Possibilities

LO0. The impact of recent developments within the Soviet blce
makes it difficult to predict the likely trend of foreign ecconomic
peliey. The satellites and to scme extent the USSR are facing
econcmic problems which have caused the five~year plans to be
revised downward, This will meke if difficult for the satellites
te extend large credits to. the underdevelcped countries, although
their basic need for greater trade with the cutside werld will

remain, The prcblems faced by the USSR are much less acute, and

it appears that she is strong encugh to continue to extend credits
both tc the satellites and to underdeveloped areas, Since the
granting of Soviet credits is pclitically motivated, the deter—
mining facter in the extension of such credits will be the oppor-
tunity to expleit a delicate pelitical or ecconomic situation in a
free world country. China's r8le will continue to be that of an
underdeveloped country giving limited but growing suppert te the
eccnomic offensive, _
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41, On the whole, it scems probablc thqt.great efforts will be
ade by the Sino-Scviet blee, esPGciﬂlly the Eurcpean satellites, tc
xpand trade in the next few years; such equnsion in the past has
aid handscme a1v1aends in furtherin“ the brdﬁder policies cf Soviet
cuntries. :

,uz., Trade with—Western Europe Will continue tc abscrb the _
reater velume of Scviet bloec trade and-may even expand in the near.
uture in crder tc satisfy the satellites' zreowing needs for con-
nmer gocdse In the long run, however, the rising demand for
ndustrial raw materials -and foed by the Soviet satellites may

mause ccmmunist dealings in underdevelcoped ccuntries te increase
2cre rapidly than with the West, The -eppeal of a greater volume
=f trade will continuec tc be exploited by the ccmmunlsts as an .
Argumeht in faveur of the rémoval of Western ‘contr¥els on'strategic.
Dords, and businessmen may cxpect to be" SUhJGCtGu to heavy prepa- .
anda, _

L3, In carrying cut'itS—prcgramme,of Strengthening cconcmic
élations with underdevelcped ccuntries, the Soviet bloe is .
avcured by several factorse Cemmunist trading, which is monc-
olistic in character and is guided by pclitical as well as :
mzcnemic motives, permits. great flexibility.in trade pelicy. The
Mommunist trading organlzatlons are cften ablo to arrange for the
Sxchange of capital goods against future deliveries cof prlmary
Eomnndltles cn terms which Westérn firms, which have tc take into
~mﬁn51derat10n interest costs and ‘the level of their inventories,
mre unable teo matech. Finally, any assistance needed by the uncder-
anGleuﬂ ‘countries for' the installation of capital equ1pmcnt can
e gilven by the large and growing number of tcchnlcians nd
cientists avnilablc in the Sov1et Unlon.

LECTURE P
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- DEVELOPMENTS IN VARIOUSeAREAS '

- Buro pe

Low The Western Euronean market hae prov1ded abeut two-
thirds of the Soviet bloc's foreign trade in -the past few years.
Trade- be tween the . Buropean communist countries and Western.
Burope has: been. rising steadily during this period and has been -
reinforced by twenty-two new trade agreements signed from the -
beginning.of 1955 to 30th Aprl , 195 In 1955 the Soviet bloc
earned-a substantial surplus.in this trade,. but in.the first .half
of 1956-this was turned. into a deficit, as larger USSR exports to
the West were more than offset by a sharp rlee in. 1mports. )

2 Empha51e has ‘been put on & campalgn to abolish Western
controls on strategic goods shipments to Soviet countries, and
prospects of greatly expanded trade are held out as bait. waever,
the Russian campaign has not been successful. In April, 195 '
Soviet statement was made that trade with the United K1ngdom mlght
amount to £300 million to £1,000 million -over the next five years
if certain goods, whlch are.on -the strategic list, were traded. -
This would .involve a sevenfold increase over 1955 levels of
United Kingdom/Soviet trade, and was deemed by most observers to be
quite unrealistic. The following month, an offer was made fo '
France, this time with the suggestion of a three or four-fold _
increase, again tied in.with the relaxation of strategic controls. -
A three-year trade agreement between the USSR and France was signed
in early 1957, which called for a large increase in trade between
these countries. . Trade with the Sov1et bloc is relatively
unimportant to most Buropean countries' total trade, with the
exceptions of Iceland Austria, Turkey, Finland and, recently,
Yugoslavia. : h

. T Iceland 31gned bllateral agreements with Sov1et -
countries for dlsposal of surplus fish in 1953. Since- that tlme,
almost all of the increase in exports of Iceland has been to .-
communist countrles, Whlch by 1956 absorbed 28.per cent of total g
Icelandic. exports. - In November, 1956, an agreement was reached
between Iceland and the British Trawler Association, ending a
longstanding -dispute and permitting the export of fish to the Unlted
Kingdom to the value of £1.8 million per annum. This would |
represent about 10 per cent of Iceland's current exports. However,
for various reasons it is not likely that the perm1551b1e value of
exports will be attained. - :

L, Following the Soviet agreement of May, 1955, ending the
military occupation, trade agreements have been arranged between
Austria and the USSR, and all the Buropean satellites (excluding
KIFvania). In adalulon, Austria has agreed by way of reparations
to deliver one million tons of oil annually for ten years, plus -
$25 million in goods for six years. The trade of Finland with !
the Soviet block, .which amounts to about one~quarter of total
Finnish trade, is based upon the commercialisation of former
reparation paymenis. Finland had built up a high~cost ship-
building industry to comply with the reparation arrangements, and
is now dependent to some extent upon the Ru831an maerket to buy
these ships.. Finland has also received a: $20 million credit 1n
convertible currency from the Soviet Union. It has been :
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DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

NATO 'SEGRET .~ . ~18—
ANNEX I to™ - ... "

c-m(57 X6 s - : :

reported that Sweden is dissatisfied with arrangements made with
the East Germans, who are construotlng 2" Pridge in Sweden. A
great many East German technicians ‘are -entering Sweden,

ostensibly to work on the bridge, but their large numbers are- = .

prov1ng dlsturblng to the Swedes.

© He In 1956 trade agreemonts were 51gned by Greece with'
Bulgaria, Czechoslovakla and: the Soviet Union.. At the. Salonlka

Pair in 195€, Soviet bloc exhibitors increased their activities ﬁﬁt?

and suggested that higher levels of trade. could be. achieved,.
In November, 1956, the Soviet Union is.reported to have offered
additional 0il to Greece when shortages occurred following the
Suez incident. = A large proportion of Greece's: total output -
of bauxite is shipped to. the Soviet Union,-although Greek
production of the ore is relatlvely small, Trade between the
USSR and Greoee 1n 1957 has risen eonszderably._ .

~--'-6¢ Whlle Turﬁex has tradltlonally conduoted a share of
her trade with countries now in the communist bloc, the
proportion of such -trade tripled between 1953 and 1955, reachlng
about 20% of total trade in the latter year. - This reflected
payments -difficulties with Western Burope. However, in the

first half of 1956 there was a sharp decline in imports from

the Soviet bloc as Turkey shifted her. purchases to Western.. = .. .
Burope: Trade with communist. eountrlos is mainly with the.f_f'
European -satellites, and Turkey has trade agreenents with Bast
Germany, -Czechoslovakia and Hungary. In April, 1956, the

Soviet Union offered generel economic aid to Turkey to help
finance all devoloPment projects under way, and in addition to
supply water pipes to the Turkish villages.  This offer has not
been offlclalay acknowledged by tne Turklsh government. :

Y By far +he ;_eatest efforts o~P the Sov1et bloc in

Europe have been directed at Zugoslavia. Following the 1948 -
dispute, Sovie® blec trade with “Yugoslavia ceased completely, after
having been closé to one-half .of total Yugosiav trade in 1948,

By 1955 the dispute appears to have ‘been healed sufficiently for
10% of Yugoslav-exports to.go tc the Soviet ‘bloc. In 1956, trade
with the bloc mey have doubled, and perhaps as much as one—elxth
of Yugoslav trade was with. the. Soviet blcc. Trade agreements.
have been 51gned with q11 of the satellltes and with the USSR.

'8, The Soviet b1009 led- by the UoSR had granted large:
credlte to Yugoslavia, .amounting’ to close to $5OO mllllon in
the past year. They oon81st of' _ :

"(a) “'Seviet credit of. $5h-m11110n, for 10 years at
- “27 interest, for raw materlal purohases in the;
fSov1et Unlon, . :

:f(b) jSoviet oredlt of %30‘m17110n 1ﬁ\gold or. )
... . Western currency 10 be used in 1956-9 for'
‘trade - deflcltS°

(C)?“Sov1et credit. of $120 mllllon for agrlculturalf
- fand 1ndustr1al 1nvestment' : o

S (a) - 875 mllllon credit from Gzechoslovakla for
- oapltal and consumer r-1'ooé’ts,,_- 'y o
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(e) §20 million from Polend and tranSportation
: -equlpment

(f) $175 mllllon from the USSR and East Germany to
pay for construutlon of an aluminlum plant.

Other arrangements have involved. technlcal and 501ent1f10 co=-
operation with the Soviet bloc, as well as some degree of
nuclear co-operation. In May, 1956 Yugoslavia was admitted as’
an observer tc the Council of Economic Mutual Assistance meeting,
and subsequently a committee was established with Rumania to
investigate the possibility of the Iron Gate hydro-electrié
project on- the Danube. Czechoslovakia, Bulgaria ‘and Hungary
have expressed great interest in this. It remains to be seen -
whether the credits arranged will be .drawn upon, and if the "
Soviet bloc countries will be willing and able to fulfil their .
commltments. For example it was announced in February, 1957
the $175 million loan by East Germany and Russia for an
aluminium plant was indefinitely deferrcd, .but six months 1ater,
after relations between Russia and Yugoslavia had improved again
2 new agreement was szgned whlch prov1ded for fulflllment of thls
pro;ect. : _

~

9. The Sov1ets have made use of the Econcmic Commlss;on for
Burcpe in_an attempt to underminic éxisting Western .E European . -
“econcmic co-operation. At the April, 1956 meeting of the .. . -
Econcmic Cermission for Burope a proposal was made by the Soviet
delegate for an agreement omr econcmic co-operation embracing
FEastern and Western EuPOpean countries., Offers of Soviet
supplies of coal and oil‘were made to Western Europe.- The
proposal for an All-Buropean BEconomic Agreement was repeated in
a Soviet statement cn 16th March, 1957 Whlch glso contained
attacks on Buratom and the common market. The whole matter was.
dlscussed at the spring 1957 Economic. Commission for. Europe: -
meeting. - There were alsc scme discussions in the Eccnomic
Commission for Europe regarding a Soviet propesal for an Zast-
West: payments scheme, which would provide for multllateral payments
of. trade accounts.between Eastern ‘and Western Burcpe. A flexible
arrangement was. agreed upcon at this meetlng whereby interested:
parties may notify the Eccnomic Commission for Burope Secretariat
of any amounts they wish settled, and the Secretarlat will
attempt to: work out a compensatlon scheme,

“—

The Mﬂddle East and Afrlca

lO ’ There has been a large expansion in Snv1et bloc trade
with the Middle East; - the number of trade agreements increased
from 7:in 1953 to 55 in 1956. ‘Whereas, prior to 1953, only. TIran
and Egypt had significant economic relations with the. Soviet.
bloc, trade was develcped, especially by the satellites, with -
many more countries in the past few years. The pace of trade
has quickened since the last half of 1955, and more communist.
countries, including China, have recently beeome involved. . ‘This.
has become ﬂSpOClally apparent aftcr the Suez incident, and the -
proportion of Egypt s and Syria's: forelgn trade which is directed
to the Ploc has risen appreciably. There has slsc been a shift
in the nature of trade. Previously the Scviet blece exchanged 011
and consumer goods :for ﬂgrlcultural products, inecluding cotton -
and ;rice. -Arims are now the most important Soviet blece export to
the Mlddle EBast, ‘and exports of capital gcods have also beccme
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nore significant. Military credits have been far more important
than econcmic credits. Indeed Egypt and Syria seem to have
receilved more arms than they could use efficiently.

11. The greatest measure of success appears to have been
achieved in those countries which were experiencing balance of
payments dlfflcultlee, and had ne oil revenues, and_were not
committed to Western defence alliénces. Less success was achieved
in those countries receiving oil revenuee and in the overseas
terrltorles of the Western powers.'

12. " The mest spectacular advence in the Mlddle ant has been
Snade in Egypt. In 1953 Nasser was:still belng attacked in the -
m3cviet press; by 1955 he was the obgeot of praise. .In:.1955,
Eilfflcultles in marketlng the Bgyptian cctton crop in -a slumping
Enorld market provided an cppertunity fcr the Soviets tec arrange a
trade agreement. It is believed that they bought Egyptian
ﬂptton above werld prices. Several .other. trade agreements.
botween Soviet countries and Egypt were signed, and a credit. of .
—about $200 million was arranged for the purchase of arms- thrOugh
Z;zechoslovakia, althcugh the deal was actually finaficed by the:
M'JSSR, This arms deal not only brcught Egypt intc dependence
wipon the Soviet bloc for military supplies, but also led tc a
grreater reliance on Soviet blcc markets for ngptlan exports.
'Igyptian military personnel are ncow being trained in _
‘Hozechoslovakia, Poland and the Soviet Union.

LIQUE

SSIF E

13%. By the end of 1955, Egypt had trade agreements w1th
ﬁnost bloc countries;  in the last six months of that year, 4O%
Onf her cotton exports went to the Scviet bloc. In 1956, about
aone-third of Egyptian exports, consisting mainly of cotton, went
~to the bloc. Not all of this cetton has been retained by the
sloc., There have been recent reports.of Czechoslovakia re-
5selling BEgyptian cotton to West Germany. Czechoslovakia has
gielivered the first of several swing brldgee, as well as railroad
—2quipmente. Hungary has made arrangements for constructicon of
83r1dges and a power station, but it has béen reported that work
a>n these projects has been held up. The Soviet Union has
woffered to build a nuclear physics laberatory in- Bgypte. In .
STune, 1956, Shepilcv, the former Soviet foreign minister, J
Ryisited Egypt, ostensibly to increase Soviet participation
~in Egyptlan trade. Following both Western and Soviet refusal
'to assist in the Aswan Dam, Shepilov stated that the USSR would.
aJSSISt Egypt in its programme of 1ndustr1ellsetlon although little
mhas so far been done along these lines. In September, 1956
wlgreements were drawn up prov1d1ng for 100,000 tons of Soviet- .
ﬁgrown ‘wheat in exchange for cotton. Theee agreements follcwed
oipon a poor Bgyptian harvest and would provide for most of
mEgypt s needs for wheat imports. : Following the blockage of the
RSuecz Canal and the Israeli-Bgyptian military action, there was a
Sov1et gift of £1.5 millicn for medical equipment; there was
alsc some assistance from China and East .Germany. At about this
time, Egypt cancelled contracts for oil development by Weetern
interests and replaced them by Soviect contracts - in line with
their pollcy of diverting trade from "unco-operative' Western
nations. Rueela is still actively pursuing its pollcy B
penctrﬂtlon in Egypt, as witnessed by the resumption of arms
shipments in recent months and by the large Soviet. exhibits at the
Cairo trade .fair, The USSR has made Egypt a gift of all of its
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eﬁﬁipment on d15p1ay at the fair.

. 14 The sharp increase in communist influeénce in Syria has
also followed upon greater economic penetretion. As recently as
1955, Syria's’trade with the Soviet bloc was insignificant (less
than 3% of her total tradc), but since the lattcer part of 1955
‘trade agreements have been signed with eight Soviet bloc countries.
Soviet influecnce has beon increasing, and latc ' in 1956 it wds
Yeported that 20% of the Syrian cotton crop was sold to the Soviet
bloc. These cotton sales prcobably paid for arms which Syria has
reccived from Soviet bloc countries. . Syria has accepted the Czech
proposal to build an oil refinery at Homs and to provide the
necessary financing. Other Soviet bloc proposals include.one by
Czechoslovakia to construct a sugar factory, and a bid by East -
Germany for the construction of & cement plant and textile mill,
There has also been & proposel by a combination of Czech and East
German interests to construct the Lattakia-Aleppo-Gezirch railroad,
Most cormunist countries exhibited 2t two Syrian fairs in 1955.
Soviet interest in Syria was shown by @ mission visiting in March,
1956, while Shepilov spent some time there in June as part of his ...
Middle Eestern tour. E ' = AP

v 15, It is not known what financial arrangements have been .
envisaged for the payment of these proposed schemes, - apart from the
refinery at Homs, It is believed that much of Syria's foreign.'-
carnings have been expended on thée arms deal, and it is known that
the ability of most of the Europcan satellites to grant credits- '
has been greatly impaired. Syria is an oil-deficient country and
relies for the most part on exports of cotton, fruit, hides and
tobaccoe The revenue from transit rights of the Iraq Petroleum
Company pipeline is estimated to account for about 10% of Syria's.
foreign cxchangey and the loss of this revenue following the cutting
of the pipelinec in November, 1956, caused & scrious fall in the
Syrian belancc of payments. The pipelince has been pertially repaired:
but is not operating at full capacity. It is reported that arms -

shipments from the USSR have started again, _ '

- 16.. Iran has had traditional trading relations with the J
- Soviet bloc,  The main exports {cxcluding oil) consist of caviar, -
rice and minerals, and approximetely one-guarter of total trade has
been carricd on with the communist bloc, mainly the Soviet Union.,
Following Iran's adhesion to the Baghdad Pact in October, 1955, the
Soviet Union cut off all imports from Iran, except caviar, and -
allowed the trade agrecment toc lapse. However, the tradc agreement
was renecwed after the visit by the Shah of Iran to Moscow in’Juncy
1956, illustrating the Soviet policy of attempting to win over -
fringe countries in Western defensive elliances. - In April 1957, :
the USSR and Iran signcd a tronsit agreement, permitting common use of
each others trade routes. - - : :
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;17477 Activity of"Soviet bloc countries in Israel-has bcen” g
cxpanding slightly, but thesc countries absorbed only about 2% of
Israel's foreign trade in 1956, - Although the Soviet bloc had no
trade agreements with Israel in 1953, by the cnd of 1955 there were
five in existence. At the Poznan Fair in 1956 there was an
Isracli pavilion. 1In May, 1956 a Soviet tanker was chartered by
Israel for carrying oil from Venezucla, and in July a two-ycar
contract was signed with the Sovict Union, providing for about LO%
of! Israel's fuel o0il needs. The USSR also offered oil drilling
equipment and technicians, the latter through the UN Technical
Assistance Programme. However, the Soviet o0il agrecments with
Israel were cancelled by the USSR at the time of the Suez invasion,
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and trade betweon those two countries hes ccased for the present,

18, The Lcbanon has been another area for Soviet bloc
activities. She has had some difficulty in disposing of her hlgh—
cost exports, and has signed trade agrecments with almost all
communist countries since the latter part of 1955. Prior to-that
date, only Czechoslovakia and the Soviet Union had agrecements
with her, It is cxpected that these agreements will treble the
level of trade.with bloc countries, which amounted to about 3% of the.
Lebonon's total trade in 1955, Although no credits have been given
m to the Lebanon, visits by Soviet engineers to Beirut in February,
2, 1956, and by Shepilov in June pointed to some possible future

= loan arrangements. Much of ‘the Lebanon's foreign exchangc is

m derived from banking end éntrepdt activities. It is evident

= that Lebanon would be wary of any trading arrangements with the
Sino-Soviet bloec which would lesscn the confldenco of the countrlcs

using Lebanese facilities, - -

ECTURE P

19. In other Mlddle Eastorn and African areas there is
_qlittle Soviet bloc trade, although overtures have been made to
7 several countries., In Jordan the first commercial contract with a
M Soviet bloc country was signed in June, 1956, when Czechoslovakia .
u;agreed to trade machinery for phosphatcs. A Polish contract to
S survey the Hejaz reilroad was cancelled in June, following a protest

+ by Saudi ‘Arabia.,. A small amount of Soviet aid has been offered through
2 the FAO, The ending of the British subsidy has created a financial
_*problem of the first magnitude. It remains to be seen wWhether the
# financial agreement signed between Jordan-and BEgypt, Syria and Saudi '
jAmabla will be effectively carried out, éspecially after the change '
Jin the Jordanian cabinet in May, 1957.
=)
~ - 20, In. Saudi- Arabla little concern is shown for the marketing

of agricultural products, since o0il royalties provide sufficient
Sforeign exchange. There have been reports of interest in Soviet
garms, pcérhaps to be provided via Egypt. The recent visit of King
A8aud to the United States may have altored this situation. Chinese:
8and Polish economic missions have toured the country, and -
ACzechoslovakia and Poland have tendered for the construction of a .
oreilroad from Rujad to Jedda, a.distance of 1,600 kilometres. '
AD63p1te e low bid from Poland, thls offer was rogcctad in aarly 1957.

PUB

_ Ira whlch exports almost nothing to communist
countrles and W 1ch imports only small amounts from Czechoslovakia,
mPoland and Rumania, there have been reports of Czech attempts to
Enegotiate business contracts through Western countries., The recent
moil crisis severely rcduced Iraqui revenue, but sufficient foreign
jexchange was available from rescrves and credits from the Iraq

GPetroleum Company to permit the continuation of some. develoPment
mplana. : :

D

22, TIn. the Yemen, & visit by a Soviet delegation in February,
1956 was followed by a trade agreement exchanging Yemeni coffee for
Soviet industrial equipments A soviet proposal to build a port and.
a harbour and to train Yemeni mining students in Moscow was accepted
in principle, The Crown Prince of the Yemen visited: the USSR and
Bast Germany in June, and in July negot1at1ons were begun with
Jzechoslovakia and East Germany for the -construction of.cement
factories, The border dlSputc with Aden has led to Yemeni appeals.
for “volunteors", and 88,500,000 . worth of arms has been’reported to
have. been reccived from Czechoslovakla. : i
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23..  The Sudun, whese - urade Wltb the 50v1et bloc has o
always been 1nﬂ1gn1f1canu, signed four trade ugreements fﬁtfﬁ
with Scviet satellites in 1955. . Some economic and tcchnlcal
assistance for powerﬁgcneratlng facilities offered by the
Soviet Union 'in 1956 has been accepted, It is reported that’

~the USSR and Bulgarla are selling cotton sheeting against

*.Indian competition in the Sudan. ° Recent reports indicate

-

-w

great act1v1ty by Czechoslovakia in an ﬂttempt teo sell mechinéry,

- _and prices below those of Western preducers have been quoted 46
“the ‘Sudenese. : Ethiopia, which alsc~dces little trade with the_

Soviet bloc, 51gned_a trade agreement with Czechoslevakia in .
April, ‘1956, The Soviet  Union has suggested the opening of - an’
econcmic and technicdl mission in Ethiopia, and this is under.
consideraticn. In January, 1956 a Scviet offer of ‘wheat and.
a low-interest lcan to Libya was. tarned down, and United Statos
aid te Libya was subsequently increased. Liberia also turned
down Sovzet cffers’ equy in 13956, - ' : L ;

South and Soutn—Emst Asia

2L, Tr%dlng activities in SﬁuthPAas Asia oy commﬁnist
countries have been concentrated in India, Burma, Indchesia and

-Afghanistan, with a2 view to cementing relaticns with these

"nHeutralist' powers and weakening the SEATO Pact. The USSR and

Communist China dominate Sinc-Soviet trading in this erea., The .

greatest attention has been paid to India. Beginning in
December, 1953, the Soviet Union signed a five- -year trade agree-
ment with India, which initiated s large expansicn in trading .
activity. By early 1956 India had concluded trade agreements
with almost all Sinc-Soviet blee members. In the main, India

was to export raw materials, including vegetable o©ils, and to_
import equipment for ransport,”heavy”manufacturing and mining.
In February, 1955 a long-term lcan was neégetiated by India with -
the Soviet Union te cover the cost of the constructicn of a .
steel mill in.Bhilai, Central India. . Along with these
arrangements, some- 5,000 Indian skilled workers were to be tralned
in India by the Sov1ets, while ancther u35 were to. go to Russia.
Purther, a2 shipping service, ccnsisting of Russian and Indian
ships; was established. Following these agreement India
contracted to buy ocne million tons of Soviet steel over s three-
year period. Bulganin and Khrushchev visited India in

November, 1955 and promised eguipmerit for & state farm, and offered
to share knowledge on peaceful uses of atomic energy.  There has
been constant activity by Russian and satellite technicilans ..

who are a551stlng with cil explorﬂtlons and developments, using -
Scviet bloc egquipment. In July,. 1956 two Indian delegations
visited China tc study agriculturgl develcpments. In Novenber,
1956 a Soviet credit of about $115 milliocn was anncunced Dby

the Indian Producticn Minister, to be used for cil and ceal

. development, fertiliser plants; and shipbuilding. This credit

will not be drawn upen until 1959. - The tetal value of -Scviet -
Jecans so far offered.tc India amcunts to s2bout BOO million.,.

At the same .time, the Séviet Unien has farnlsheu much technical
aid and has been an active participant in Indian trade fairs.

In 1955, mere meoney was spent by communist countries.on fairs in
India than in any other non-communist, country, de5p1te the low
level of trade. The effect of all tbese moves can be noted

in trade data; +the Scviet bloc share &f Indian trade’ rose from
1% in 1955 to 3p for the first thrceuﬂuarters of 1950‘~ It may
be expected tﬁ go higher in- the future. -
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25. - Economic penetraticn has proceeded furthest in
Afghanistan, where it is estimated variously that between one-
third and two-thirds of foreign trade is with the Soviet bloc.,
For reasons probably more strategic than economic, credits. .
amounting to about $122 million have been granted to
Afghanistan by the USSR and Czechoslovakia for arms purchases, .as
well as for economic projects. It is significant that the credits
extend for 30 years &nd are repayable in Afghan exports, thus
ensuring a continuation of trade. = The credits have been
utilised for the construction of oil storage: facilities, a cement
plant, and irrigation projects. ~Over 500 Soviet technicians
assisted in the erection of the storage facilities for 011.
Emphasis has been placed on eye- catchlng projects, and,
following the Bulganin-Khrushchev visit in December, 1955, the

- Soviet Union donated a hospital and 15 buses to Kabul., = The

Russians had previously paved the streets of Kabul, The Soviet
has also granted transit rights for Afghan goods to the East,
bypa581ng Pakistan, with whom Afghanistan has a border dispute.
It is reported, however, that this arrangement has been ;
ineffective, and Afghanistan has been forced to use Pakistani -
trade routes. In August, 1956 Poland became the third bloc

country to sign a trade agreeément with Afghanistan, - _ oo ‘
26, = Communist.trading relationships with Burma in the past

two years have proved somewhat unsatisfactory. Taklng advantage
of Burmése difficulties in disposing.of surplus rice in 1955,
the Sino-~Soviet bloc made large purchases; as a result, about
one-fifth of Burma's total exporis went to the bloc in 1955
compared with almost none in 1954, By mid-1956 Burma had
signed agreements with almost all Soviet bloc countries, .
including one arranging for the export of L00,000 tons of rice
annually for five years to the Soviet Union. This represents
about one-quarter of the total Burmese rice surplus, which in
turn comprises .three-quarters of total export trade. In return,
Burma is to receive industrial equipment, a steel plant,
irrigation assistance, a hospital and a technical institute in

'Rangoon. Purther developments in the latter part of 1956 proved

unsatisfactory to the Soviet bloc as well as to Burma., Hungary -
attempted to resell 50,000 to 70,000 long.tons of rice purchased .
from Burma, ostensibly to improve her foreign exchange position.
Burmese officials indicated that they were unhappy about the
unfavourable terms of trade and the slow delivery of consumer
goods. In addition, the unfortunate overpurchase of cement _
by Burma proved irritating when the cement began to deteriorate
on the docks owing to lack of storage space. Subsequently,
Burma. resold some of this cement to India at a loss Finally,
the 1956 improvement in the cash market for rice, partlcularly
with India, caused Burma to regret her large export commitments
to the Soviet bloc. It has vbeen reported that the entire

Soviet bloc will receive only one-quarter of the amount of rice .
previously agreed upon for 1957, - Other developments include

* the exploration by t:2 chnlclans from the USSR, East Germany and

Czechoslovakia of Burma's potential mining resources. In _
September, 1956 it was announced that Burmese earnlngs on rouble
account were to be used in Czechoslovakia,

27. Some headway has been made in Sino-Soviet bloc dealings
with Indonesia in recent years. From a share of gbout 1% in-
Indonesian trade until 1954, the communists increased their . -
proportion to almost 5% in 11955, Most of this trade was with
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satellite countries;’ partlculquy Gzechoslovakia and Poland
However, recent trerds show a sharp shift from Czechoslovakia to
China as the main communls* supplier..- Czechoslovakia had
granted a credit of about $10 mllllon, which was used for

textile machinery and vehlcles. ast Germany began construction
of a sugar refinery, and other offe¢s of economic assistance were
proposed. In May, 1956 the Indonesian Government cancelled
Prestrictions on rubber shipments to Communist China, and in June
it reversed a previous decision not to renew satellite trade
agreements. Until 1956, the USSR had only 1n51gnlficant trade

“with Indonesia, and did not even participate in trade fairs in

that country. However, in late 1956 the USSR granted a loan

“of $100 million to Indonesia to be used for the purchase of

capital equipment (inc¢luding oil machlnery) and to be repaid in

__goods or convertible sterling.

28. Slno—80v1et bloc act1v1ty does not appear to-have been
effective politically in Pakistan, although a number of trade
agreements have recently been concluded. ‘The level of
communist trade in Pakistan has been at about,5% of total
Pakistani trade for the past few years, and thls has been
dominated by exports to China. ~Early in 1956 the standard
Soviet approach of offerlng economic a351stance, constructlon of.

the USSR, but was rejected by Pakistan. In May, a Soviet Ulft

of grain for the famine area of Bast Bengal was accepted.. ﬁ L
trade agreement with +the USSR in June, 1936 ‘limited- Sov1et trade:
offices to Karachi and contained no provision for economic or - .
technicsl assistance. Developments indicate that the Pakistani
are extremely wary in any dealings with the USSR doubtless on
account of the generally unfavourable USSR stand on Kashmir and
Pushtoonistan., In 1956 trade agreements were also signed with
Poland, Hungary and Czechoslovakia, while further negotiztions were
carrled on with Cblna.

- 29, Geglonese trade with the Sino-Soviet bloc, which up
until 1956 had mainly consisted of a rubber-rice barter agreement’
with China, expanded recently° Following the election of a new. -
government in April, 1956, a pollcy of expandlpg trade - w1th :
both East and West was announced. Céylon's High Commissioner
to the. United Kingdom visited Moscow and Peiping and declared
his gevernment's willingness to develop trade, relations and
accept economic assistance. Trade agreements have been
signed since December, 1955 with Poland, Czechoslovakia, Rumania,
Hungary and Bulgaria, involving the exchange of tea and rubber-. .
for manufactured goods. In Aughst, 1956 an ‘economic agreement - ..°
with Czechoslovakia was concluded, whereby the latter will o
provide technical aid and capital goods. A five-year barter
agreement w1th Chlnawaq renewed on terms quite favourable to-
Ceylon. _ . :

30. -'Eepal has accepted a grant of {12, 8 million from
Communist China, -to be used partly for construction of an
engineering schocl. °~ A loan of rice has also been made by the
USSR to relieve a temporary shortage.

3l. Trade between Malaya and Communist China may increase
as a result of the rélaxation: of controls over rubber exports
announced in June, 1956 by the Malayan: government. In August,
1956 an unofficial trade mission from Malaya visited China,
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although it is not known if any contracts were signed. 1In
recent years, Malaya and Singapcre have been importing some-
consumer goods frocm China, which have been competlng with goods
from ang Kong and Japan. ; :

20 . Other areas in Scuth-~East Asia have been subjected- to

the Sinc=Soviet Dbloc ecenomic offensive. Cambeodia accepted an
offer of a grant-in~aid of $22 million from. Communist China.,
Free use of the.grant is provided for, and this was the first
instance of any sizeable gift from a communist to a non-communist
country. . Cambedia has also signed an agreement with China
which, if fulfilled, would divert a sizeable portion of Cambodian -
trade toward.China., Following a visit to Mecscow in July, 1956
by Prince Sihanouk, the Soviet Union offered. technical and | -
economic aid, as well as the construction of a hospitel. A’ trade
and payments agreement and a technical co-operation arrangenent
with Czechoslovakia were also concluded. . Thailand removed
non-strategic goods (rice and timber) from an embargo list to
China in June, 1956, but no indications of any trade are as yet
apparent. Thailand has been importing a small amount of goods

via Hong Kong for some time now. A delegation from Laos made
a trip in mid-1956 to Peiping, but indicated that no comrnltments .
had veen made to Communist Chlna,_- . e

Latln-Amerlca

e One of the - sharpest increases in Sov1et bloc actlvity

abroad has occurred in Latin America, with the Furopean

satellites taking the leading réle. . The Soviet Union has not
played a significant part in Latin Amerlca, having diplomatic
relations only with Mex1co, Argentin& and Uruguay. However, _
in January, 1956 Bulganin in a press interview stated that he .~
would -favour increased trade with and technical assistance to
Latin America, Sinc-Soviet bloc trade with Latin America in
1955 was cne-third higher than that cf 1954 and represented'a
five-fold galn over 1953, . Trade with the Soviets in 1955 was
still only 1% of the total trade of Latin America, although it -

was nevertheless important for a few countries, including
Argentlna, Brazil, Uruguay and Cuba. Emphasis has been placed q!'
on trade rather than on credits or technical assistance. Economic
motives appear to be dominant for the satellites in their trade:
relationships with the Latin-American countries; Latln—Amerlcan
countries have stressed multilateral payments arrangements: to
aveid the rlgldltles of bllateral trade. L

3. Communist trade with the. Argentine has reached a level
of about 9% of total Argentine trade; Argentina has trade _
agreements with the USSR, East Germany, Poland ,Czechoslovakia, -
Hungary and Rumania., In 1953 an- agreement was signed with the
Soviet Union, providing for $150 millicn of two-way trade and a
$30 million credit from Russia., . However, both countries failed
to deliver mOPe than kalf the amount of goods, and a new agreement
at a level of $100 million was signed in 1955. The credlt was

‘reduced to %u million. Czechoslovakia has prov1ded a 815 mlllion
-credit,-while recéntly East Germany concluded a deal tradlng

flshlng vessels for Argentine flsh

35. | The Soviet bloc s share. of Brazil's total trade increased
from 1% to 3% between 1954 and 1955. - Presently Brazil has agreements

with Poland, Czechoslovakia, Hungary and East Germany,  trading
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“coffee, cotton and cocoa for industrial equipment, coal and

chemicals. Brazil's financial problems in 1955 prompted the
leaders of the main political parties to favour increased trade
with all countries. - Multilateralism seems to be favoured, as
indicated by Brazil's request for Rast Germany to join the

Hague Club. = This request has been rejected by the members of
the Club. - In August, 1956 a Soviet offer was made to build oil
refineries and help in the development of an c¢il industry.

36." The communist share in total trade with Uruguay-
dropped frem 5% in 1954 to 3% in 1955. Much of the trade
consisted of shipments cof meat and wool to the USSR, and there
were cutbacks in Russian corders in 1955. Urugusy had derived
a substantial surplus frem this trade, and althcugh some sterling
settlement had been made, there was a large balance outstanding.
Thus in 1956 an agreement was signed to purchase cetton from .
the USSR equivalent to about one-third of total import require-
ments, perhaps to use up previously accumulated Soviect balances.

- In June, 1956, 600,000 pounds of wocl was sold for sterling to

Communist China. Bulgaria and Bast Germany have o.fered tc '
trade railrcad cars for rice.

.37, In 1955 and 1956, Cuba sold large quantities of sugar
to the USSR; 6% of Cuba's export trade in 1955 was with the
Soviet Union. Surplus sugar stocks from the 1952 and 1953 crops
were used, and payment was made in gcld and dollars. It does not =
follow that this trade is likely to be permanent, since Russia
is a traditional expeorter cof sugar and has recently been forced
to import cnly because of poor crops in the Ukraine.

38 Overtures have been made by the communist bloc to
Ecuador, leading to an exchange of visits between Prague,
Warsaw and Quito. Difficulties in marketing bananas, Bcuador's
basic crop, have arisen lately, and alternative markets are
being sought. However, President Ponce of Ecuador has recently
discouraged the expansion of economic relations with the Scviet
bloc. In August, 1956 East Germany concluded a2 nitrate deal
with Chile, a country which hitherto had had few ecconcmic
dealings with the communist countries. '
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Table 1, _Sino-Soviet Bloc Foreign Trade (Turnover (1))

* (millions of currént-United States dollars)

1938 | 1948 | 1958 | 1953 | 1954 [1955(est)
Intra-Bloc : 3 g v He o
Soviet Union 20 | 745 11,955 | 4,945} 5,275 | 5,900
Saglern EurOPegf - 265 {1,900 | 5,680 | 5,720| 6,110 | 6,700
Siho—Soviet Blod 285 2,645 ¢ 7,635 . {10,665 11,385_ 12,600
Outside World 2,565_;3;980‘.3,265 1:3,012 | 3,594 | 4,453
Total - 12,850 |6,625 10,900 13,677 | 14,979 [17,053
% of Infra-Bloc Trade to total Trade )

Soviet Union. 31 ho| 78 86 83 . 82
Eastern.Germany | - 11 | n.a, 65 78 o 't 70
Poland 12 | ui| 59 ol 70 67
Czechoslovakia 18 32 55 78 ¢ 75 n,a,
Hungary 23 34 61 77 70 | n,a,
Rumania: 27 71 83 84 72 N,8.
Bulgaria 31 ?8 89 a7 87 88
‘Albania 19 38 100 99 99 96
China 1 Y 26 75 80 ge
Sino-Soviet Blog 10 | 4o 70 78 1 76 T4
(1) Imports plus exports,

Source: National Trede Statistics,
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Table 2, Trade. Turn@ver of - ano-Soviet Bloc w1th Out51de World

1953 . 1952
- - | : (millions of dollars) e e
Area of Prade : 1955 | %QQJ j354- ,'% ;4955;  %

Western Burope and | 2,238 | 7h.4 2,593 | 72.2 {3,170 | 71.2
:North America . b T % , ¢ _ .

_;Near Bast _t;ﬁé189-w 6ﬁ3ﬁj '2ﬁ§?ff'6;?j 325 | 7.3
‘Far Bast :_" ' :  §516;_fﬂ7,1 ‘_394' b1 | L 618 13,9
';Latin America i..ﬁ'ﬁ'?d67L;T[2?2__m=Q51__-f710 | BAQ_,: 7.6
B 3 w Ll ____'_E_____;_,__,._.. DU L Pty on b E
Grand Total | \3,010'"f00;0?'3,599 1Q0,0_"4,453 400,0

“Source: Mutual Defence Assistance Gontrol Act RepOrts
' and National Trade Statlsticsk -
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Estimated Credits Extended by SiHOuSoviet bloc to

Underdeveloped Countries (x)

1st January. 1954 - 31et December

1956

(milliepe_of_dollgre)*‘

of)

Total : Communist
Reclplent Area - Bloo USSR |Satellites|""n -
Middle East and Afriea 378 25 353
Ethiopia o 1 3 - 3
Egypt (including $25O " 283 - 283
millions military credlts
Iran -3 - 3
Syria (1) (including §70 . 80 25 55
millions military credits L .
Yemen. (all military credits 9 - 9
South and South East Asia(2) 590 u67 89 34
Afghanistan (including $28 162 122 Lo
millions military credits L o,
India (3) o 282 2u5 37
Indonesia (4) 112 100 12 .
Cambodia (5) 22 - - 22
Nepal (5) 12 - - 12
Latin America 25 L 21
Argentina 22 L 18
Brazill v 3 - 3
Europe 503 323 180
Turkey AT L 13
Finland- oL 20 20 -
Yugoslavia (6) Lel 299 165
Eceiand _e_: =l - 2
Grand. Total 1,496 84 6L3 3l
(including military credlts _f357) (4o ((317) (-}

(x) The credit portion of someﬂegreements is difficult to isolate;
in particular that pertaining to arms deals.,

(1) DNot including $7.5 million eredit granted by Czechoslovakila

on 416th March, 1957,

refinery Czechoslovakia is to build, ,
(2) Not. including $23 million Soviet credit granted to Burma

in February, 1957.

to cover cne hglf the cost cf a

(3) Includes $126 million not td be drawn on until 1959.

Parliament
(5) Grants.

cancelled,

1

]

- (6) 1Includes $175 million credlt for aluminium.plant
utilisation of which has been deferred and Derhaps

(4) Ineltides $100 million not yet ratified by Indonesian
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Table L A.  SOVIET UNION ‘ECONOMIC ASSISTANCE TO BLOC,1946-1955
(In millions of dollars, excluding soort-term commercial credits)

Bconomic-Dgye}gpment - R

Polamd - i T 148 450
i - . - ] & " e . .....__‘_ . .'__ g = 1950 . . @ . ... & .__ . 100
Jommunist China. B February 1950 300 -
? : . October 1954 130

ulgaria ' IR March 1947 = . - 5.0

= o

orth Korea _ ' 1 T ::'. ;1 Lo
: - #1,025.0

redits for Commodity Imports

Q. ...

Bast Germany e IMé{ 1?302" April 1951 5628"
July 1953 57075
August 1953 121.5
R - 180

éﬁéch0810vakia B - 19&? . 23 
v . " ‘December 1948 25
Poland S " t : March 1947 28

ﬁﬁhgary - 1953 S 12,3

1954 - T 25
June 1955 o 265

: (o ' § The ; :
Rumania 3 1946 - 22,5

FoL7.G

Grants _
North Viét a SR 1955 - - 100
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Purchase of Soviet Holdings . Date . © Value
East Germany - 1952-1953 1,020 ..
Coee, R ; : =~'-w£ecember 1955.-: N.A. :
Hungary g e November 1954 180. L
Communiét'China o "October 1954 100
Bulgaria " October 1954 N.A.
: November 1955 -

£2,100

Military Loans

) Communist China - o195k o 500
_. | 1955 | 500
Hungary - 1949 377
. ‘ Y. . 1952 . 50 .
1954 e i 1, 75
1955 _ a 120(a)

g1,210

TOTAL  $5,232,4

- (a) Baiénée'outstanding in December 1955.
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Table L B...SOVIET UNION ECONOMIC ASSISTANCE TO BLOG,

JANUARY 1956 - JUNE 1957 TR E 3
(In millions of dollars, excluding short-term- commerclal credlts)

=3l -

sdits Date Amount . Reported us £ Equlvalent
mmunist China  April 1956 rubles 2,500,0 625,0 (a)
st Germany July 1956 DM (E)  900.0 405.0
g L January: 1957 rubles  3u40,0 85.0
o . )
Slgaria February 1956 ~rubles  370.0 92.5
g February 1957  rubles  200.0 50:0
~
gland September 1956 rubles  100.0 2540
= November 1956 rubles  700.0 175.0
M
Bnania December 1956 rubles 270.0 67.0
— : JP Y
Engary October 1956 - rubles .100.0 25.0 (v)
- February 1957 rubles 1,000,0 - 250,0 =
w ) .
=bania - April 1957 rubles 31.0 7.5
\Eter Mongolia 1956 rubles  900,0 225,0 (c)
§ 1957 rubles 200,.0 50,0
g ) 2,082.5
Ancelled Debts
Z g |
Eland November 1956 rubles approx, 500,0 - 600,0(4)
B 2,000,0
Q ) ' .
dmania December 1956 rubles approx. 717.0
4 - 2,870.0
A
= ngary March 1957 forints 1,000,0 85.0
Z Uncertain forints 1,000.0 85.0 (e)
Ztmnaa-- -~ April 1957 - rubles 422.0 105.5
= T3092.5 = 1,592.5
gst Germany July 1956 cancellation
o of half of
& the Soviet
R armed forces
support costs
’ 1,140.0 = 1,425.0
TO ‘SECRET. -
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Date

Grain Delivery Credits

Poland
Rumania
Bulgaria

Grants

North Korea

Hungary

Mongolia

Deferred Debts

Hungary

NATO SECRET
ANNEX TII to: -~ =«
C=M(H7)116 =

Amount Reoorted US_ﬁ Egulvalent

:November 1956 1 L mllllon tons

grain

December 1956 0.5 million tons

October 1956

grain and fodder

unknown

at #60,0 per ton - approx, 120,0

1956 (entlre
year

March 1957

May 1957

Mareh 1957

rubles 280.0 70,0 - .

rubles 80 - 90 20 -22.5 (f)

rubles 300.0 = 75.0
165,0=167,0
rubles_ 150 0 | - 37 5

TOTAL 55 037 5-5, u25 0.

(a) Apparently a credit.

(b) Possibly absorbed in February 1957 credits of £250 million.

(c) Announced May 1957 as granted during last 10 years;
bulk was presumably given in . 1956 when only major credits
during 10 year period were negotiated.

- as transportation

etc,

(d) Plus "several hundred million rubles" out of such titles

(e) An earlier cancellation of one billion forints was announced
in March 1957, although no date was given,

(f) Adjustment of earlier transportation costs.

=35~ ...
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able 5. Trade and Peyients Agreements of Gutside World with the
Sinc~-Scviet Blce .. . )

1953 - 1955

Agreements in Force |y,onease 1955 | % of total

i ; o1
8’ 1955 1950 1953 cver 1953 increase
E = e e S
2 I - 1,
Ewestern'ﬁurcpe 78 | 68 58 20 | 26
Eﬁthgr Eurcpe 16 | 9 8 8 10

ECT

Qs -
Iiddle Zast and
Hifpipg - - 38 27 11 . 27 35

M3outh and “South

ggast Asia 25 19 11 | 14 18

= - e ten oo L
o-atin America . 18 15 10 | 8 10

g = ) ——— S - -
%Eotal'- o o1 o 138 1 98 77 ! 100 |
o ' ; .
‘a

Q 3

~

= 3

)]

o

s

o

2

Q

<

3

g

= ;

~

Q

=

=

?

o

5

Q
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Table 6. Trade Fairs attended by Sinc-Soviet Bloce

Year | . _ _
- -“zahﬂut81de NOfla Blec L?_ﬂ;;?ﬂ

Number c¢f ccuntries.in | Number of Fairs and

~:Blce Lxhibited

1954

e
1953 .

1955

is_mh_qﬂm
21
.

f,Jz;E‘,
-\32

20
58

7

SCICIE N m}fh‘-,;

Source:

Survey of Bast-West Wrade in. 1955,-

:Nutual Defence Asszstance C"ntrol Act of 1951 pageﬁl5a

—37m NATO SECRET

which blcc exhlblted . po-Bxhibitions in which. | .




TEX II t_O _".“-:- T {-"{.’.-“.‘-: ':“: o

able 7. Sino-Soviet Bloc share of trade of specific countries

=3 . . Sino-Soviet .. Sino-Soviet

8ﬁ % of total Exports weo %~of'tota1“rmports

= I DTN

S 1953 | 1954 | 1955 | 1956(1) | 1953 | 1954 1955 | 1956(1) |

2 '

S _ S

= . . _

gLstria | 10:9 | 9.6 10,2 }13.L - | 11,0 9.2 | 9.6 | 9.L

anand 314 |27.9 | 25.8 | 27,8 3leli |'28.2 | 27.0 | 23,7

sgoslavial . 0 | 2,6 | 13,8 | 21.6 S0 L2 | 7.5 |13.7

Sieland | 19,8 |2L,9f27.8]30.3 [~ 8:6 18,3 | 22,2 |27.3

rkey 7oL 116,5 | 21,81 2L.6 | 5.5| 9.4 |18,3 |12.6.

E.ypt _1292.y1u,; 2607} 34e9 771 5.9 | 6.8 |1l.4

%iﬁé 0| 51 L.3|n.a - 2.6| 2.6 2.9 |n.a.

O'an 12,5 {18,3 | 15.2 { n.a. | 9.7 9.5{ 9.4 [12,7

Adia L3 | L6f 2.1 2.7 | 7] .9| 1.7| o

g:rm:a_ | 5| «3119.04n.a. | 1.2| 2.6 2.2 [n.a

zylon -} 15,6 [12.3 | 6.3) 11,7 13,5 11.3 | 6.0 | 5.2

Qdonesia o5 | L1} 3.61 3.4 { .9 2.4 6.6 5.5

3 gentina 2.1 | 7.8{ 7,41 n.a. 1.8| 7.1/ 8.2 |n.a.
: . s A .

Sazil o7 | L5 3.3 n.a. _ 8| 11| 2.9 |n,a.

A uguay | s} 951 5.7) 2.3 WL .9 1.1 | 2.2

Eba _-1 _oLI- 6-_7) 5.0 : ol o2 e Ne 8o

a ' ' |

=

2

% (1) partial data only.

9 nea. not available,

a

Sources: Survey of East-West Trade. Mutual Defence
Assistance Control Act 1951, p., 88-93

also Direction of International Trade Annual
Issue 1955 and November, 1956.
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