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ECONOMIC  ACTIVITIES OP THE GOI6MUlTIST COUNTRIES IN T m  
T E T I - E X J  "U 

., Reyort by ... %he, Committee of Economic Advisers -.=v.- 

At a meeting o n  13th March, the Council( l) instructed 
the  Committee of  Bcoi?omic Advisers to study the activities of 
the Communist countries in the Mediterranean during the period 
1965-1968. This i s  the purpose> of the present r e p o r t ,  In 
ordcr  to  appraise  these activities realistically, it has seemed 
necessary to examine them in the  context of the basic  economic 
problems of the Mediterranean area, taking account both of 
ec?rlier events, where their influence still continues to make 
itself f e l t ,  m d  the relative closeness of the econonic 
relationship of the Mediterranean countries with the West* . 
This  study leaves aside not merely the Meditcrrancan countries 
of the iillic?ncc (Fmnce, Italy, Greece and !l?urkey) but a l s o  
Spain 2nd the two Communist countries of the area - Albania 
and Yugoslc2via. Malts and  Cyprus, which present special 
problems, are de3.l-b with in Annex I, whereas lLmcx II gives 
the min reconmendations of the Joint Mission f o r  JAalta 
hcadcd  by Lord  Robens, The study is, thereforc, concerned 
only with couxtrics in the southern part of the llediterranean - 
Morocc3, Llgezi~..:,  Tunisia, Libyz, Urn,. Isrzel, L~'bc.c3:1 x-c? 
Syria. P a r t  I contains the Swnmary and Conclusions, Part II 
a General Survey of the Economic Situation in the Region. In 
Par t s  III, IV znd V 2, more detailed examination is undertaken 
of the countries in which  the economic activities df the 
Communist  countries are more pronounced - namely the UAR, 
Algeriz nnd Syr ia ,  

2, In t?.ccordc?nce with established  procedure the 
Cornittee h?.s9 since 1957, submitted a series o f  reports t o  
the Council on the  economic activities o f  the Commwnist 
countries in thc  developing creas 3f the Free World(2) ,  In 
the course of these studies'the Committee intends to  pay 
particular c.ttention t o  the Mediterranean region and, 2"s 
appropriate, report further to the Council, 

(Signed) A. VINCEBT 
Chairman 

O TXI/NATO 
Brussels 39. *"" 
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BCONOMIC LCTIVITIES OP THE COJWLJNIST COUIITRIES IN THE 
MEDI TERRUTEAN 

I -. p_ "W -._..*.W 

'Them m e  various  circumstznccs. which fmour   t he  
cconomic a c t i v i t i e s  o f  the  Communist countr ies   in . thc  Southern 
Medi.terrme2.n  region. A11 the  countries of the  area m e  sub- 
j ec t  t o  s t rong   pnssu re  of population  and,  aptlrt from I s r a e l ,  
they m e  2.11 d c f i n i t c l y   l e s s  developed. The progrcss o f  t h c i r  
economy grcc?.tly depends b o t h  on foreign a i d  2nd 011 the 
expansion o f  the i r   expor t s .  Morcovor, these  cowltries hz.ve 
becn independent f o r  a few decades a t  most  2nd bc~ccusc of t h i s  
most of them are   mxious t o  avoid  anythir,g  that  night  suggest 
dependence  on t h e  foraer colonial  pomors. They m e  m x i o u s  t o  
obtz.in n i d  from di f fe ren t   sources  and t o  widen the geogrqh ica l  
d i s t r i b u t i o n  o f  t he i r   t r ade .  They hope t o  s t rengthen   thc i r  
p o l i t i c , ? l  independence by being  economically m r c  indcpcndent, 
The Communist countrias have  been able  t o  tcke ad-vmtcge of 
t h i s  s i tua t ion .  They have cleverly  concentrated-  their  economic 
aid on a l imi ted  number o f  p ro jec ts  o f  g rea t   impor tmce   in  fnc 
countries  conccrncd. I n  this respect   the  USSR hzs sometimes 
taken  the  place of the  West  whose a id  had been sought i E  the  
f irst  place. The Communist countries have E ? ~ S O  kurned t o  t h e i r  
own account   the  confl ic t  between Israel and the  Arab countries; 
they  have  gr,?rted t o  severa l  o f  t h e   l a t t e r  consider.?.ble  military 
2 i d  which often preceded and made easier their cCOnomiC 
penetration. 

2, Apnr t  from I s r a e l ,  which hrts reached 3. standcrd o f  
liviDg compar,?..blc with t h a t  o f  Western Europe, (the ctorilcotic 
product  per  hecd of  population  reached $1,430 per yezr i i z  1965) 
all the countries i n  question have r e l a t i v e l y  low standard of 
l iv ing .  There ?.re differences among them,  howevcr, s ince  the 
doinestic  product  per  hecd  rmged, i n  1 9 6 5 9  f rom #740 for Libya 
t o  $160 for the  UAR. 

3. The economic z c t i v i t i e s  o f  the Communist coun t r i e s   i n  
the  lXeditcrr-me~.n  me examined, e s p e c i a l l y   i n  relco.tioi1 t o  the 
spec i f ic  cconomic f a c t o r s  of the  region;  certco.in ad-ditioix.1 
in fomat ion  i s  given on those  countries which present   special  
i n t e r e s t  t o  the   Al l iance ;   f ina l ly  some brief  conclusioizs a r e  
submitted t o  tile Council. 

( a )  Economic _U 1ictivit.y o f  the  Commuhkst -COZ~Q?~~&~A 
I rc l$. t ion t o  î2 .c tors   specif ic  t o  the z-r&~~; 

4. Being co.nare o f  the  pressing need t o  i s d - u s t r i d i s e ,  
the  countries o f  the  South  Mediterranean region ?.YE?. 
increasingly  concerned t o  u t i l i s e  t o  this end the i r   minera l  
r e s o u r c e s   i n   p m t i c u l m  any  petroleum o r  natural  gas they 
happen t o  hzve. Sov ie t   i n i t i a t ives  as regards  these two 
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sources o f  energy  have s o  f a r  been l imi ted  t o  prospectkng, 
geological  surveys,  and t h e   I n s t a l l a t i o n  of some r e f ine r i e s .  
They hzve not come forward as producerso  buyers o r  re f iners .  
However, they  are  showing increas ing   in te re ' s t   in   the   pe t ro leum 
of the  Arab count r ies (  1 ) . The s e t t i n g  up i n  producing 
countr ies  of na t iona l  companies entrusted  with  f inding new 
buyers of petroleum  might  have  encouraged them. Moreover, 
t h e i r  conceri? t o  have  access t o  new sources of  energy t o  brick 
up t h e i r  owl1 product ion  in   future   years  i s  no doubt a l so  
re f lec ted   here .  If i t  should  turn  out   that   in   the  course o f  
the  next  dccz.de the  Communist coun t r i e s   a r e   i n   pos i t i on  t o  
o f f e r  the c o a l t r i e s  o f  the  region  an  important'market f o r  t h e i r  
crude  petroleum  the  consequences  could  be'serious, b o t h  
economiczlly 2nd p o l i t i c z l l y .  On the  other  hand, as regards 
n a t u r a l .  g?,s Algcric-. i s  experiencing.,  and. will no doubt 
continue t o  exper ience   in  the coming years, f a i r l y   s t r o n g  
competition  not only  from the  North Sea gas  but  also f r o m  t h a t  
which the  Russians m e  t ry ing  t o  s e l l  on the  markets o f  CentrPJ 
and  Western m o p e .  

5, It i s  c l i f f i c u l t   z t   t h i s   s t a g e  t o  foresee ,y?hzt 
e f f ec t   t he  c J - . - i i o f  the  Suez Canal w i l l  hme 'on  the economic 
n c t i v i t i e s  o f  the   Comunist   countr ies ;   in   the  region,  This 
s i tust ion  while   being of some disadvantage t o  the economic 
i n t e r e s t s  o f  the  Western  countries i s  without any  doubt a l so  
most cos t ly  f o r  the  UAR, which i s  deprived o f  an important 
source o f  revenue, and even f o r  the USSR. The l , ? t t e r * s  se,? 
comunic?-tions with Asia and p a r t i c u l a r l y  with the  East   coast  
o f  S iber ia  are lengthened  considerably.  In  the end the  
consequences o f  the  cl.osing o f  the Suez Cancl vail1 depend tQ 
;I l a rge   ex ten t  on how long it remains  closed  but one e f f e c t  is 
2.1rczdy c l e a r :   i n  s o  f a r  as Egypt i s  economicdly wedcencd, 
she i s  obliged t o  seek  the  ass is tance o f  o ther  Arab c o w t r i e s  . 

and is  l i a b l e  t o  be more exposed t o  economic penetrat ion by' 
the Communist countries.   Syria,  whose a t t i t u d e   i n  th i s  d i f f e r s  
from t h a t  of Egypt a s  regards  the Suez Can319 has  not  closed 
the  tmimport;l.nt o i l  p ipel ines  which cross i t s  t e r r i t o r y  
namely th t  of thz IPC and t h a t  of Tapline, These pipe.lines 
continue,  houever, t o  be a po ten t i a l  means o f  p r e s s u r e   i n  the 
hmds  o f  Syrie*.. 

60 I n  211 the   countr ies  o f  the   region,   especicl ly   the 
UAR, Syr ia ,  I!forocco and Tunis ia ,   agr icul ture   plays 2 leading 
r ô l e ,  t o  meet on the  one  hand the  needs of c f a s t  expzncling 
population m d  on the other t o  provide  export  products: 
co t ton ,   ce rea l s ,   ' c i t ru s   and . .o the r   f ru i t s ,  wine; Agricul tural  
development,  however, i n  th i s  region, which t o  =1 Lzrge extent  
i s  dese r t ,  depends on t h e   u t i l i s a t i o n  of  water resources which 
m e  scarce m d  w?-evenly d is t r ibu ted .  It i s  i n   r e l z t i o n  t o  this 
need f o r  mCer " t h z t   t h e  USSR has  geared much of i t s  economic 
a c t i v i t i e s   i n   t h e   c o u n t r i e s  of the  Middle.East and N o r t h  
Africa (Assuan, &~;;kr::.t,es, Quess?.b x$. Dr:.r. 3:.1?.3) 

(1) They a l s o  show a n   i n t e r e s t   i n   t h e  o i l  of Irc?.n  which i s  
" " - _uI I_ 

ne i the r  cm Âz3.b country  nor   s i tuated  in   t l lc   region  s tudied 
i n  this r q o i - t ,  
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7. As r egxds   fo re ign   t r ade  a11 these  countries - 
except Illgeri,?. znd Lib$z9  which  export P e t r o l S L , ,  'I.;r.ve l F k r g e  
balonce of * k - . < - ~  ?lofieits :.hic41 force thc;.n 2 ~ û  :-;;sart borrowing 
abrorbd. E x p o r t s  of the  region a re  not  very  diversified and 
i n  p,?rticular  the  countries  exporting  agriculture  _nroducts 
Or t e x t i l e s  h2ve d i f f i c u l t y   i n   s e l l i n g  on Fiesteril  markets, 
It i s  this s i t u z t i o n  which has  induced theln to b r n  t o  

-Cornunis%  -countries. The par t   these  countr ies  plpky i n   t h e  
foreign  t radc o f  the  region  vtlr ies a l o t  fmm one country t o  
znother. It- i s  s l ight   in   Libya,   Israel ,   f l lgcr ig .  2nd the 
Lebanon (between 2% and 9% o f  i m p o r t s  and exports of thGse 
count r ies ) ,  less s o  i n  Tunisia and Morocco (10-15$ of t rade)  , 
and important   in   the UAR .znd Syria ,  which number the  Cormunist 
countries ,among thc i r   p r inc jpa l   c l i en t s  and suppl ie rs  ( s e e  
below par,?gra,pl?s 11 and 1 2 )  + Countries with cex t r a l ly  
controlled econolnics m3y9 i n  cert,o,in  resl?ccts, be i n  2. b e t t e r  
posit ion  than  the  countries of the  Free World; t h e   s t a t e  
monopoly of fa re ign   t rade  which preva i l s   in   these   count r ies  
enzbles them to undertzke  barter  trnnsD.ctions, t o  2.ccept 
s t a t e d   q u m t i t i c s  of products i n  3 given  period m 4  sonetimes 
even t o  o f f se t   f l uc tua t ions  on world markets by f i x i n g   i n  
zLdvmce t h e   p r i c e   a t  which the  deals w i l l  be e f fec ted .   F ina l ly l  
the Conlmunist countries allow the  countries o f  the region t o  
pay t h e i r   d e b t s   i n   l o c d   p r o d u c t s . .  

8, The countries o f  the  region are  ambers of  the main 
in te rna t iona l   o rgmizz t ions :  UNO 2nd i t s  reg iono l  c o ~ ~ i s s i o n s ~  
ILO, FAO, UNESCO, UNCTLD, IMP, IBRD. They have close links 
with them and m e   e n t i t l e d  t o  the  support  which these various , '  

orgznizstions can  give. Some o f  them belong t o  o r  p a r t i c i p a t e  
i n  GATT, In  v i r t u e  o f  these  connections,  along with the 
other  countries o f  the  Third World, they are constantly 
s t r i v i n g  t o  o b t a i n   p r e f e r e n t i a l   t a r i f f s  and the  widening 
of markets f o r  the i r   p roducts .   In   addi t ion   severc l   count r ies  
of the  region - Lebanon, I s rze l ,   Tunis ia ,   L~lger i?~ ,  Morocco 
are t ry ing  t o  get  zssociation  agreements with the EEC. They 
fe2.r nanely  that  as the Common Market agr icu l tura l   po l icy  comes 
t o  be formulated 2nd put   in to   e f fec t  it may well imply  sone 
discrimin2.tion 2.s regards  the  exports o f  agr icul tural   products :  
which they  send t o  the  Comon fi'lctrket countries 2nd because o f  
t h i s  they f e m  thz t   t he   d i f f i cu l t i e s   f ac ing   t he i r  economies 
nay be seriously  increased. The ques t ion   a t   i s sue  i s  complex I 

'2nd despite  the  obvious t?dvant,zge o f  t ightening  the economic 
links between the South  Mediterrcnean  countries ?.nd Europe th@ 
EEC Comission is handling i t  caut iously  s ince t h o  l e g i t i m t e  

may 21so be effected.  
0 i n t e r e s t s  o f  some o f  i t s  clembers and o f  other  Europem  countrïies 

g, As regD.rds econonic n i d ,  t h a t  from the West remains i 

S, by f a r  tile nos t   inpor tan t ,  rtt l e a s t  i f  the  region i s  considered 
a s  a tvl~olc. It mounted t o  $4,584 mi l l ion  f o r  the   s ix   year  
period 1960-1 965 ? . h m ,  Over the  fourteen 'yeF*ra 1.954- 
19677 corrcs2onding  aid from the  Comunist   .countries  ( i .e.  
s .ctua1  drwings) only cvnounted t o  $818 n i l l i o n .  Couimmist a id  - 
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almost  exclusively  directed t o  the   th ree   count r ies  of  the  rcgion 
considered  "progressive" , the  ula,  Syria 2n$. l&c2I?iS - 
represell ts  ~ 7 .  1 i t t l e . l e s s   t h a n  a quarter  of t o t s 1  Comwnist Cid 
-ho the  !?3ird World, , The bulk of t he   i npor tmt   c r ed i t s  was 
g-2nteci_ before 1965, Since  then new promisos of cid hme  
teng-cd- to.. . be s rml l e r9  due p m t l y  t o  delzy i n  using :?.id c.lreZ&dy 
grantsd ;,rd pc?;-%ly t o  3 cert7,in chznge i n  Soviet   aid  policy 
vJhich ?.-L t he  rnonent favours long term cornercial   agrccnents 
involv ing   c red i t s   ra ther   than   spec i f ic  a i d  comitments. This 
developgent, however, hcs not  prevented ;t recent  incrertse of 
d c l i v e r i c s  fmm Cormunist count r ies   c r i s ing  o u t  of e x l i e r  
comitments .   In  1967 drawings by the  couintries o f  the  region 
represented cbou t  37.7% o f .  the t o t s 1  aicl actual ly   suppl ied by 
the  Comunist   countries t o  the T h i r d  World, Th6 r c t i v i t y  of 
C o r m m i s t  China i n  the region i s  negl igible .  She lxs not 
umdertdcen m y  new a id   comi tnent ,   s ince  1965. 

10, It i s  mcinly t o  the U N I ,  but a l so  t o  Syriz .and 
Algeria 2nd t o  c? sndler extent t o  Norocco that  t he  USSR and 
Czechoslovakia have s ince  1955 granted n i l i t ~ a v 9  the   e f f ec t  
o f  which has been t o  s t ep  up the  a r m  race m t c region.' 
At the.end o f  1966 Comunis t   a rns   de l iver ies  t o  these four  
countries mounted t o  $2,050 million.  This sua vAich is  two 

equivalent t o  d m o s t  4-05 of all Communist mi1ii;zry de l ive r i e s  
t o  the Third World. Since then the USSR hzs sent   addi t ionc l .  
n i l i t a r y  ?.id t o  those  countries,  .including  replscement of the 
lo s ses  they   suf fe red   dur ing   the i r   recent   conf l ic t   wi th  Isrzel .  
Tne value'of Sovie t   de l iver ies  t o  the Arab Count r ies   in   the  
second  half of 1967 i s  thought t o  amount to d m o s t  $250 mill ion,  
most o f  i t  going t o  Egypt,  Algeria and Syriz,  Tliat 'szne  yecr 
Morocco bought r?rmments i n  Czechoslovakia,  the vF.lue of which 
amounted t o  about $20 n i l l i o n .  Whereas econonic  aid  contributes 
t o  the  developnent of the countr ies   receiving i t ,  aras 
d e l i v e r i e s   g i v e   r i s e  t o  extrc?  outlay i n   r e s p e c t  of nzintenznce 
of na te r iCl  ?.nd p z p e n t  of personnel  using it; i n   t h e  budgets 
Of the  countries  concerned, such o u t l a y  is a l t e rn2 t ivc  t o  
d l o c a t i o n s  f o r  investment o r  f o r  s o c i a l  ~ U T ~ O S C S .  Noreover*, 
the  :lloc?.tion o f  techniciens 2nd supervisory  personnel t o  the 
naintencncc o f  -this sophis t icnted equipment from the E s s t  
%gr=lvcStes  the  short.?.ge of s k i l l e d   l a b o u r   i n   t h e   c i v i l i a n  
sector ,  

' .  2nd a half  t imes  the s i z e  of  drawings o f  econonic Cid i s  

( b )  Considerations - spec i f i c  t o  c e r t c i n  countries( 1) 

11, The l&& has bcen and remains  the  chief  beneficiary 
of Comunist ?ici t o  the  region, but she h m  i n   t h e   p a s t  
received  fron the West, especial ly   the  United  States  of Anerica, 
=ore ecoilonic ,-.id than fron the  Comunist   countr ics , .  However, 
the  devclopncnt o f  the  Egyptian economy i s  jeopcrdised by 
overpopulation, 2. chronic   def ic i t  of food resources m d  ~ 

(l) I _  Szc 2.1~0 t h e  I i -z l im  note  ilC/l27-FIP/216/4- 
-&d. .L" -."."-Ar ny """."II."" 
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dJ 

cxcessivc  indebtedness t o  the  outside wor ld .  The loss of the 
Suez Cz6nd dues 11x2s been  keenly f e l t  but  the petrole-dx 
prod-ucing Ar3.b S tz tes   hmc  under t rken  t o  nake good, t o  soae 
extent ,   thc  u2i.R'~ l o s s  by providing a swn of #266 m i l l i o l ? .  
It i s  C i f f i c u l t  t o  say  whether  thc UAR will bc ,r..ble t o  f i n 6  
nore 2.id ziîd nev n z r k e t s   i n   t h e  West. Since Junc 1966 the 
United S ta t e s  have  not renewed the  agreenents t o  supply 
qyicu l tur? , l   surp luses .  . By  c.nd large  western  suppl iers   are  
gmnting llew cred i t s   on ly  t o  the  v3lue o f  repqments  o f  
prcvious 1oc7nsI Eowever, I t d y  h m  recent ly  resumed. 
gunantee ing   comerc ia1   c red i t s  on norual  term.  Egyptian 
exports o f  co t ton ,   t ex t i l e s  and zgriculturcil  prod-ucts meet 
strong  conpetit ion on western  aarkets ;  t h e  only product 
which i s  p rF&ct i cd ly   su re  d f  2. m r k e t  i s  petrolelm, on the 
future  production o f  which the ULR places  gre2.t hopes ,  With 
the Communist countr ies   the  posi t ion i s  d i f fe ren t .  Tlwy have 
become the UAR* S chief   t rading  par tners  (53$ o f  exports 
27% o f  i n p o r t s   i n  1966) and the USSR i s  begiming t o  replace 
the USA CIS the   chief .   suppl ier  o f  wheat. Out o f  ?.id- comitments 
fron  Cowunist   countries,  amounting t o  some $1 660 n i l l i o n  f o r  
the  period 1954-1967, the UAR h3.s 2.t her  disposs.1 ?.bout 
$1 mi l l i c rd  o f  crectits. By keeping t o  these  comaitnents and - 
should  the  s i tuat ion  require  it - by speeding up de l ive r i e s ,  
the  Russians  could in   the   course  o f  the  next few yenrs  under- 
write c2 subs tp .n t id  p m t  of Egyptian  econonic  development, 
They will be the  norc inc l ined  t o  do t h i s  2s their   Egypt ian 
aid prograune is one of  the most impor t an t   o l exn t s  o f  t h e i r  
prop2gcanda in   the   reg ion .  The UAR i s  also the   nain bene- 
f i c i c r y   i n   t h e   r e g i o n  o f  Comunist   mil i tary  z id  ($1,440 
n i l l i o n  f o r  the  period 1955-1966). 

12. The economic  problems o f  Syria  are less fundauental 
thp.n those o f  Q q p t  and o n  t h i s  rccount are less fornidsble.  
P re sen t   d i f f i cu l t i e s   a r e   l a rge ly   t he   r e su l t  of the  decis ions 
of the  ,Syri=ln le3.ders t o  espouse  z.1l-out soc id i sT , t ion  t o  the 
dc t r inent  o f  the  urban and rural middle  class,  Western 
Europe md.  the  US11 together  s t i l l  play a considerz.ble p a t  
i n   S y r i a ' s   f o r e i c n   t r s d e :   i n  1966 they  accounted f o r  20$ o f  
exports m c i  4475 o f  i npor t s  3.s against  32% c.yrcl 295, the  
corresponding  figures f o r  the  Comunist  countries. S t i l l  
SyriD. has Frndudly  turned away fron  the West t o  the  extent 
that   the  zld  she  needs f o r  her  econonic  developnent now 
c o w s   m i n l y  fron Comunist  countries. The pos i t ion  o f  the  

contribution t o  the  bui lding of the High D m  0 1  tile &&rZteS 
,?ni? t o  the f,o.ct t h a t  f o r  several   yews  Russisns  h w c  been 
entrusted with o i l  prospecting o n  Syrian  terr ikory.  Out o f  
zid  comitmen-ts  fron  the  Comunist  countrics  mounting t o  
sous $393 a i l l i o n  f o r  the  period 1954-1967, Syric.  1lc.s s t i l l  
more thm. $300 n i l l i o n  2.t her disposz.1, Arm de l ive r i e s  
($374 mi l l ion  f r o n  1955 t o  1966) , h w e  a l s o  consider2"bly 
strengthened  Soviet  influence. 

I USSR has  progressively  strengthened owing s p e c i d l y  t o  her 
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13,  1Llgeri;fs economic  development  and.  foreign  trade 
remain  orientc.ted t o w m d s  the West. The slime of Coirczunist 
c o u n t r i e s   i n  this t r zde  i s  s t i l l  small: about 3.4% of 
exports 2.nd g*.$$ of  i n p o r t s   i n  1966, The econonic  &le of 
Prance  reaains  considerable and although  the  cldjustnent of 
re1,ations  between  the two countries t o  the new s i t u c t i o n  
caused by independence s t i l l  creates  problems,  these do not 
zppear t o  be such as  would necesszrily  jeopardize  the 
co-operation  which  has  been  achieved.  Recent  agreenents with 
Prance   espec id ly  3s regards  the  production and s z l e  of 
p e t r o l e m  limit the  scope f o r  Comunist   econonic   .act ivi t ies  
designed t o  Supplmt  tha West,,  Conpared t o  \Vestern :;id 
(about  $1,500 n i l l i o n  over the  period 1962-1966)  economic ' 

z i d  by Comunist   countries to Algeria  plzys  only L? u n g i n a l  
rôle:  out of cbout $350 n i l l i o n  of a id   comi tuen t s   f ron  
these coun"c3es  she  had d r a m  by the  end of  1967 about 
42 million. '   fdil i tary  aid ($223 n i l l i on   up .  t o  1966)  i s  
r e l a t i v e l y  n o r e  important and  more disquiet ing,  

14. FhltS poses problem  d i f fe ren t  f r o a  those o f  the 
three  countr ies  jus t  considered  (Algeria9 UAR, Syria)  
Hi ther to   the   i s land ' s  economic r e l a t i o n s  w i t h  t h e  C o m u n i s t  
countr ies  1mve been  limited t o  ordinary t r f ldc;  i n  1966 5% of 
I k l t z ' s * i n p o r t s  c m e  fron  Comunist   countries ?.nd about I$ o f  
Mc?lt3*s exports were sent  there. However, Malt,? i s  
e x p e r i e n c i n g   t r m s i t i o n   d i f f i c u l t i e s  a s  I consequence o f  the 
g r d u a l  run-down o f  the Bri t ish mil i tary 'bzses   loc,?ted  there ,  
A f?lission,  coqosed o f  Bri t ish and Maltese  personzl i t ies ,  
under  the  chaimmnship o f  Lord Robens, s tud ied   the   s i tua t ion  
on the  s p o t  i n  1967 and  produced a r epor t (  l )  which includes 
m act ion  progrzme f o r  the  coming years, !m e x t r a c t  fro= 
t h i s  r e p o r t   i n d i m t i n g   t h e   e s s e n t i a l   f e a t u r e s  of this prograrane 
i s  g i v e n   a t  Annex. To foster  the  necesssry  developnent o f  t he  
Maltese  econony,  the  United Kingdom has undertdren t o  grant  
subs tan t ia l   a id .of   zbout  8 5  r i l l i on   pe r   yea r   ove r  a period o f  
t en   yea r s  (i.e.;6-12 n i l l i o n  per  year, a t   p r e s e n t  exclmnge r a t e s ) ,  
For  her  p m t  Itz.ly has recent ly  opened a c r e d i t  f o r  IJlalt8 
anounting t o  1t.L 3 b i l l i o n   ( i . e .  $4.8 mil l ion)  on fmourable  
terms,  After  long drawn out   negot ia t ions it has  been  agreed 
tha t   the   d ry  docks  should become the  property of  the  Maltese 
Govermient, and as, a contr ibut ion t o  their   nodernisFkt ion .and 
running, . the United  Kingdom,has  agreed t o  g ran t ,  2. f u r t h e r  
amount of e3  nil l ion,   Nevertheless  Malta i s  l i k e l y  t o  become 
7. t z r g e t  f o r  Soviet economic penetration, The USSR shovrs an 
inc reming   i n t e re s t   i n   t he   i s l and ,   p ropos ing  t o  undertake  there 
o i l  prospecting and t o  entrust   the   Maltese doclcyzrds with t h e  
repzdir of some o f  i t s  tankers, Moreover an  econonic  mission 
has   v i s i t ed  ïYklta i n  order t o  promote t r ade  between the  USSR 
?.nd the  is land.  

I 

( 1  ) Repor t  of the   Joint   Mission f o r  Malta - July 1967 Cnnd  3366 
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15. Lfter discussing  the problem of  the ccononic 
a c t i v i t i e s  o f  the Comrunist count r ies   in   the   Kedi te r rmem,  
and c?vmre o f  the  f2.c-t t h a t  these  2"ct ivi t ies  s u p p o r t  p o l i t i c d  
airas, the  Corni t tee  deems it  proper t o  subrrit  the  following 
points t o  the  Council f o r  i t s  consideration: 

,(i) H i t h e r t o ,   a i l i t a r y   a i d  by the Commnist countries 
hss Been inportant  f o r  only t h e e  o f  the  countries 
discussed i n  t h i s  paper  (mainly f o r  the ULR 2nd 
t o  2. snail extent f o r  Syria 2nd-  :&lgeYi?.). AS 
regards economic ,?id and t r n d c ,  the iI2fluence o f  
the  Co-munist countries i s  strong il? o x l y  two 
o Î  then (UhR and Syr i a ) ,  The West occupies 3 
dominant pos i t ion   in   the   econonic   re la t ions  o f  
all the  other  Mediterranean  countries  with  the 
outside w o r l d  as  regards both  fiid ,?nd trzde. 
Even i n   t h e  UAR and Syria ,   the  two countries with 
whon r e l a t i o n s  are d i f f i c u l t  p w t i  cu.larly 
becmse of the   conf l ic t  wi th  I s m e l ,  some 
'Jestern  countries have managed t o  nain-t=iin 
c e r t a i n  economic posit ions.  

( i i )  Prom 3 r a t iona l   po in t  of view, the  econonic 
fu tu re  o f  the  Mediterranean  countries i s  lzrgely 
dependent on t h e i r  economic links with the West, 
In  economic p o t e n t i a l   t h e   l a t t e r  will continue 
t o  be ,ahead of the  Cormunist countries and 
c e r t a i n l y   i n   r e s p e c t  o f  t rzde  t ranscct ions and 
a id   capabi l i ty  will f a r   o u t s t r i p  then. However 
this has not  prevented Cormmis t  countries f rom 
gc?ining  influerice  through  their econoraic 
z c t i v i t i e s   i n   t h e   r e g i o n  - in pz r t i cu ln r  i n  the 
ULR znd Syria. Account nust  c?lso be tz.ken o f  
t h e   p o s s i b i l i t y  of increasing  econouic penc- 
trc. t ion o f  the  region by the  Commnist  countries 
taking  advsntzge of  l oca l   con f l i c t s  o r  prolonged 
diplomatic  %ension, 

( i i i )  A moder2.te and sound expmsion o f  econonic 
rel2,tiorts  between  the Communist countries and 
the  îvIediterranean  ones i s  not  necesscrily 
harmful t o  Western i n t e r e s t s ,   I n  s o  f2.r 2s t h i s  
expmsion  might  nean  enlzrged  outlets f o r  
z.gricultura1 and indus t r ia l   p roducts  o f  the 
countries o f  the  region, which a r e   d i f f i c u l t  t o  
dispose o f  on Free World narkets  it could  promote 
t h e i r  economic development. This would not 
necessar i ly   exclude  their   rennining  interest ing 
trzde partners  f o r  t he  West. Some of the  
coun-bries in   ques t ion  wish, ~ O ~ C O V C ~ ~  b o t h , f o r  
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p o l i t i c a l  and econcmic rw.sors9 ' 32 extend the  
geographical   d is t r ibut ion o f  t he i r   t r ade .  
Even though a t   f i r s t  such a policy might 
f:!vour t r ade   l i nks  with Communist countr ies ,  i n  
the  longer term it i s  clso l i k e l y  t o  eilcourage 
the  countries  concerned t o  prevent  the Communist 
countries  obtaining  an economic ho ld  on them. 

i. ( i v )  It i s  contrary t o  Western i n t e r e s t s   t h a t   t h e  
econonic  relations between thc  Mediterranean and 
t he  Communist countries  should be] s o  i n t ens i f i ed  
o r  become s o  concent ra ted   in  key sec to r s  as t o  
put   the   countr ies   in   quest ion  into 3 pos i t ion  o f  
dependence on the  Comunist  world, i n  which c ~ . s e  
they  could  scarcely  avoid  beconing  instrwents 
o f  Communist policy. This would mean not  only 
2. grea te r   t h rea t  t o  the West on t h e   p o l i t i c a l  and 
s t r a t eg ic   l eve l s   bu t   a l so  donaidcrz.ble  econonic 
risks, as the  Mediterranean  region is inpor tan t  
t o  the West as a source o f  supply  (especially 
petroleum) 2s a mmket9 and 2 s  a ccn'he o f  
cumunications  .(Suez Canal 2nd pipel ines) .  

(v)  Since any vacuum l e f t  by the WeGt i n   t h e  economies 
o f  these  countries i s  l i k e l y  t o  be u t i l i s e d  by 
the  Comunist   countries t o  s t rcngthen   the i r  
economic  and p o l i t i c a l  h o l d ,  the  members o f  t he  
Alliance  have  every  reason t o  mzkc it- a pr inc ip l e  
o f  t h e i r  economic policy t o  be zct ively  present  
i n   t h e  region as f a r  a s  the   mi l i t a ry   s i t ua t ion  
'and p o l i t i c 8 1   a t t i t u d e  o f  the  countries con- 
cerned.  permit, The aim o f  such L? policy  should 
be, not  o n l y  t o  f o s t e r  more' t rcde  with the West, 
but c l s o  t o  encourage  economic r e l c t i o n s  among 
the  Mediterranean  countries  themselves. 

( v i )  Such an  active economic policy  could be 
implemented by individual   countr ies  o r  - when it 
seems appropriate - th rough  cer tz in   in te rna t iona l  
org,mizations. The a c t i v i t y  o f  these 
organizations  whichy i n   c e r t a i n   c a s e s 9   a r e   l e s s  
exposed than  individual   countr ies  t o  pol i t icFkl  
ups and downsp could  prove ' m  cff ,ective means of 
nzii1taining o r  r e s to r ing  economic contacts with 
the  countr ies  o f  the  Mediterranean, Among the 
considerr t ions  re levant  t o  t he  development of 
r e l a t i o n s  between the   in te rna t iond   orgmiz? . t ions  
and these  countr ies ,  a l l  due 3,ttention  should be 
given t o  t he   poss ib i l i t y  o f  s t rengthening  their  

countr ies   are   increzsingly  tzking  a11 s o r t s  of 
i n i t i a t i v e s   i n   t h e   r e g i o n ,  

.. links w i t h  the West a t  c? time when'  Communist 

-1 0- 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



P 

7 j l  

-1 1- 

( v i i )  As regards  Mclta  the Committee has n o t  worked 
o u t  any de ta i led  recommendations, as the  
r e l a t i o n s  between that   country and the  Alliznce 
are  t o  be studied by a S p e c i a l  Conmittee  which 
has j u s t  been s e t  up for t h i s  purpose. However, 
i t  i s  c l ea r   t ha t   t he  economic developnent o f  
EI~.l-bz, depends t o  a l a rge   ex ten t  on  the  
strengthening o f  her economic re la t ions   wi th  
t h e  Rest. It appears  therefore a e c e s s m y  t h c t  
t h e   l a t t e r  should  back up lflalt?.Ts o m  e f f o r t s  
cmdi he lp   her  overcome the economic d i f f i c u l t i e s  
she nay wel l  face  i n   t h e   t r a n s i t f o n  p e r i o d  
following the  gradual run down o f  certPuin 
m i l i t a r y   i n s t a l l a t i o n s  on the islx-xl. 
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16,  The countr ies   in   the  southern  par t  o f  the 
Mediterrane?m( l ) m e  f o r  various  reasons exposed t o  
Comunist economic penetration.  Apart from Isr,?.el,  they  are 
d l  definitely  underdeveloped, Moreover , hming  zcquircd 
t h e i r  independence o n l y  a few decades ago thcy a re  mxious t o  
avoid  anything th.t..t might smack o f  economic depcndence on  the 
former  colonial powers. 

17* The total   populat ion o f  these  countries now 
approaches 74 mil l ions,  The annual   ra te  of populz.tion growth 
i s  very  high(2) : I s r a e l  4$9 Libya 3.7$, S y r i o  2nd  Morocco 
3,2$? Algeriz 3$, UAR 2.8$, Lebanon 2,5$, Tunisia 2.25, These 
a re   r a t e s   t yp ica l  o f  underdeveloped  regions; i n  17esi;ern Earope 
the  corresponding  figure i s  somewhat less   than  l$. The 
pressure o f  population i s  p a r t i c u l a r l y   s t r o n g   i n  Egypt; 
emigration h?.s provided a c e r t a i n   o u t l e t  f o r  the   surplus  
labour of the Lebanon and Algeria;  Syria z.nd Tunisia 8 r c  not 
over-populated, 11s regards  the  population of I smel ,  vihcre 
the  growth is lx rge ly  due t o  immigration, th i s  i s  s t i l l  
compatible with the   s tzge  of economic  development  2.chieved. 

18. Apart   f rou  Israel ,  which has  reached  st?.ndard o f  
l i v i n g  compmable with t h z t  o f  Western  Europe, (the  domestic 
product per head o f  population  reached $1,430 per  yczr i n  1965) , 
aA1 the   count r ies   in   ques t ion  have B r e l a t i v e l y  l o w  standard 
of  liviilg. There are   differences among them,  hovfevcr9 s ince 
the  domestic  product  per head ranged9 i n  1965, from $740 f o r  
Libya t o  $160 f o r  Egypt(3);   (for  Algeria i t  has been e s t i m t e d  
a t  $230). In   order  t o  speed up economic development znd 
cchieve a bet ter   balance between  populztion and resources9 
most  o f  these  countries a r e  engaged i n  developing  their  
t e r r i t o r i e s  , i n   i n d u s t r i a l i s i n g ,   e s p e c i a l l y  by e x p h i t i n g  their 
resources o f  o i l  and na tu ra l  gzs, and in   seeking k r g e r  
fore ign   ou t le t s  f o r  the i r   bas ic   p roducts ,   agr icu l tura l  o r  
o ther .   Their   effor ts   in   these  direct ions  provide 
opportunities f o r  the  C o m u n i s t  countries t o  develop t h e i r  
econonic a c t i v i t i e s  i n  the  region  every  t ine  these  countries 
f a i l  f o r  one rec.son.or  another t o  obtain from the West the 
sat isfact ion  they  expect .  

19. Tkny d i f f i c u l t i e s   m e  encountered i n  this planning 
and development of  the  nat ion21  terr i tory:   shortzze of  vmter9 
encroachment by the   deser t ,  s o i l  erosion f o l l o n i n g  cer,turies 
of deforestrat ion,   Often  the  cul t ivated  mea i s  only a 
f r ac t ion  of the  t o t s 1  t e r r i t o r y ( 4 ) .  A l l  these  countr ies   cre  

( l )  ~ ! I O ~ O C C O ,  Llgeriz.,  Tunisia,  Libya, U N I ,  I s r z e l ,  Lebanon 
-7% ." - 

and Syria. 
2 )  See Teble I 
3)  See Tzble II 
4) See Table III 
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t ry in?  t o  t u r n  t o  account  uncultivated o r  deser t   mecs ,  
e s p e c l d l y  by i r r i p t i o n .  Egypt,  Syria  and, 02 a snc.ller 
s ca l e ,   b lge r i z ,  IIorocco  and Tunisia  have  stsrted t o  build 
bnrrzges. Tunisic i s  a l s o  planning t o  s e t  up a t  leC.st one 
p lan t  t o  convert  se3  water t o  drinking  water. The Lebcmon 
m d  1srP.el ?.re p l m t i n g   t h e i r   h i g h  ground, with t r e e s  cnd are 
seeking t o  t2.p the  avai lable   water   suppl ies ;   the  f o m e r  1w.s 
a plan t o  use the r i v e r  Li tp .n i ,  t h e   l a t t e r  i s  t ry ing  t o  nake 
b e t t e r  use o f  the  Jordan  waters. Libya  and 6 l g e r i a  are 
looking f o r  underground  water t ab le s  and are tryiklg t o  bring 
torrent iz .1   s t rcms  under   control ,  

20,  The USSR has  directed a l a r g e   p a r t  of i t s  econonic 
CCtiVity i n   t h e  Middle  Eastern  countries '2nd North J i f r i C c ?  t o  
tllis questioll of water  supply.  In Egypt  and Syris. it h3.s 
replaced  the  western  nat ions  in   bui lding  the km.xz.n H i @  D m  
alld the  Euphrates Dam, ' In Tunisia i t  is '  par t ic ip3. t ing  in   the 
building of t hc  bz.rrage a t  Quessab, and i n  Morocco i n   t h a t  on 
t h e   r i v e r  Drc22. sild 2"t Ouarzazate, It i s  also giv ing   sss i s tcnce  I 

t o  Algeri?, i n   t h e   b u i l d i n g  of i r r igat ion  b .arrages.  

21. None of the  Mediterranean  countries,  i s  indus t r i a l i s ed  
i n  the rea1  sense of . the word, I s r a e l  hrs managed t o  d ivers i fy  
i t s  output - c i t r u s   f r u i t s ,  diamond cu t t ing ,  p o t ~ . s h ,  sod2.9 
l i g h t   i n d u s t r y  and chemicals, and the  Lebanon derives much of 
i t s  revenue bo th  from i t s  f inanc ia l  and  comnierci?*l a c t i v i t i e s  
i n  the Middle East 2nd from hor t icu l ture .  The other  countries,  
however, r e m i n .  dependent on cgr icu l tura l   c rops  which ,?re 
sonet imes   d i f f icu l t  t o  narket.,  such as cot ton and c e r e a l s   i n  
Egypt and S p i c  3.nd wine i n   t h e  Magreb,  Morocco, Algeria and 
!i!unisia clso depend  on the   explo i ta t ion  o f  certain r2.W 
mater ia ls :  oil, iron  ore,  phosphates a n d  i n  Llgeri,? n a t u r d  
gas . 

22. Unt i l   recent  years, these  countr ies  were ill mzrlred 
cont ras t  with those of the  Persian Gulf i n  th?,t; they 1v.d no 
o i l  depos-its, However, i n  some of then,   there  have  been 
r c d i c a l  changes recent ly ,  Libya., a very po'or count ry   un t i l  , 

1960, hzs become within  f ive  years  one of t he  w o r l d ' s  chief . 

o i l  producers.  AlGeriz  has z l so  considerz.blc o i l  resources,  
which recent ly  have  been par t ly   exploi ted,  m d  very  important 
deposi ts  o f  nstural gas, 

1' 

i 
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24. bs regcmb foreign trD.de7 all these  countries,  
except  the two o . i l  producers  Algeria and Libya, have a balcmce 
o f  t r a d e   d e f i c i t ( l ) ,  The importance o f  fore ign   t rade   vs r ies  
c2 good dle2.l froc1 one country t o  the  other,  I q o r t s  .per l1ep.d- 
o f  populc.tion i n  1966 ranged f rom $316 i n   t h e  cnse of Isrzcl 
' t o  $35 for Egypt, Two of the  countries  coilcerned,  the UAR 
2nd Syr ia ,   d i rec t  c? l a r  e proportion o f  t h e i r  exports t o  
C o m u n i s t  countries (53$ and 32% respect ively)  , Thc products 
s o l d  by these two countries,   (chiefly  cotton,  c- .griculturzl  
products and f r u i t ) ,  have t o  contend with strong  competition 
on Western m. lke t s9   e i the r  f rom local   products  o r  f r o a  impor ts  
f r o m  other  Th i rd  ITorld countries o r  the  USA. Pour  other  
countries  send c?, h r g e  share o f  the i r   expor t s  t o  the Cormon 
Ihrket :  Zlger iz  (nore  than 80%) , Libya (71%) , Xorocco (GI$) ,  
Tunisia (56%). Inports  do not  correspond  particularly  closcly 
t o  the geogrP.phicz1 pa t t e rn  o f  exports;  on  the wjnole the West 
i s  nore iapoz-tan-k 2.s c suppl ier   than as a pu-rchzscr. 

25. L11 the  countries  in  the  region  hme  endemoured - 
more o r  less successful ly  - t o  d ivers i fy   the  geogrP.phica1 
d i s t r i b u t i o n  o f  the i r  fore ign   t rade  and t o  consol ich te   the i r  
independencc(2). 11s f o r  the  future  developnent of  the   reg ion ' s  
exports  certain  points  deserve  attention. The countries of 
the  Southern  Mediterranean  conpete  with  each  other as regards 
the   s a l e  o f  c e r t d n  local products ( f o r  i n s t a n c e   c i t r u s   f r u i t s  
cnd cotton).  Ls t o  o i l ,  the   la tent   compet i t ion between the 
-producing  countries  in  the Near East and N o r t h  îifrim may well  
i n  the  future  become sharper as a r e s u l t  o f  world wide over- 
production, Such 3 s i tua t ion   n igh t  provoke tensions between 
the   coun t r i e s   i n   t he   r eg ion  which the  Comunist  countries  could 
seek t o  exp lo i t  f o r  t h e i r  own ends, As o i l  p roduct ion   in   the  
Communist countries  tends t o  i nc rease   l e s s   r cp id - ly   t ha t   t he i r  
requireme2ts, i t  i s  not  impossible  that  i n  the  future   they 
could of f e r   ou - t l c t s  f o r  t he  o i l  o f  the  Arab countries and 
thereby   re ia force   the i r   in f luence   in   the   reg ion ,  On the   o ther  
hznd, the USSR i n   h e r   e f f o r t s  t o  s e l l  nore na tu ra l  gzs  on the 
markets o f  Centrzl  2nd Western Europe i s  i n  cornpetition n5th  
Libya and Algeria and this s i t u a t i o n  i s  l i k e l y  t o  continue i n  
the  years t o  com. 

26. None o f  tllese  Mediterrnnean  countries has organic 
l i n l r s  with. rn in tcmat iond   Comunis t   o rganiza t ion ,  the  only 
one which c x i s t s  cut the  economic level   being CONBCOB. On tho 
other  hznd,  those  countries  have  close links with Viestern 
economic organizotions o r  with organiza t ions   in  which the  
countries o f  the  Free World play  an  irnportnnt p3.r-b. Al1 are  
menbers o f  the ULiited Ifations and ,  by v i r t u e  o f  this p a r t i c i p a t e  
i n   t h e  econorxic commissions o f  t h i s  organization (Zconomic 
Commission f o r  Africa o r  f o r  Asia) ,  and in   t he   subs id i a ry  
organizations ILO, FAO and UNESCO They a l s o  belong t o  the 
IDIF 2nd the  IBRD. Homever, 0ril.y I s r a e l  i s  a f u l l  m a b w  of 
GATT, 'clle UiJ? znd Tunisia s o  f z r  on ly  having  been  xcepted 

( 2 )  See Trble V 
( 1 )  S- 

""" 
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provisionp.lly,  ifLlgcria9  since  independence,  continues 
zpparently t o  zpply  the rules of  GATT but docs not  sppcar t o  
have definitely  decided  whether t o  become 3. rncmbcr. of the 
organization. A l l  the   countr ies  o f  the are?. ac t ive ly  
p c r t i c i p a t e   i n  -the work o f  UNCTLO, 

27, The pos i t ion  of the Mediterrz.nean.countries as 

(I) Tunisia 2nd  Morocco: Negotiztions on the 

regzrds the EEC zppears t o  be as f o l l o w s :  

assoc ia t ion  o f  theXe two countr ies  a re  under 
wny, A reso lu t ion  of the  Ministerial  Council 
of t he  European Communities provides f o r  t r ade  
concessions  concerning  industrial  products and 
ce r t z in   ag r i cu l tu ra l  goods  covered by the 
CJommon Market regulat ions such as ol ive  oil and 
c i t r u s   f r u i t s .  On the   o ther  h m d ,  the  question 
o f  wine s a l e s  i s  not   ye t   se t t led .  

(ii) 1 s r z . d :  This country  wishes t o  replace i t s  
m 9 6 4  conmercial  agreement  with EEC by an 
zgreeraent o f  assoc ia t ion ;  i t s  appl icat ion i s  
currently  being  considered by the  Comission, 

Lebanon: The Commercial bgrement  02 
2 1 s t  May, 1965 has been r a t i f i e d  by the  nenber 
s t a t e s ;  i t  should soon be r a t i f i e d   b y ' t h e  
Lebanon  and w i l l  probably come i n t o   e f f e c t   i n  
1963. Under the  agreements  conccrnilig a 
co-ordination o f  t echnica l  aid, the  Lebanese 
Government has submitted t o  the'EEC F.n 
extensive l i s t  of  projects ,   seven -of which ?.re 
currently  being  considered f o y  inplementation, 

' (.iv) LJgcrin: This, country  has.   not  yet   'any  specizl- .  
agreements  with  the EEC. Negotiztions m e  
coing on a t   p re sen t  cnd it cp3cnrc t h z t  czx 
assoc ia t ion  agreement  might  be  considered, 
For the noment, c e r t a i n  Common LIaket  countries,  
notably  Prance,  continue i n   p a r t  t o  grant  
Algeria  the  advantsges she enjoycd ?.S 3 French 
ddpzrtement  before  independence,  Pending  the 
outcone or" the  present  negotiztions  France 
seems anxious t o  maintain  certc.in  advmtages 
f o r  Algeria; f o r  t h e i r  p a r t  he r   f i ve   pa r tne r s  
31-2 considering ways o f  co-ordinat ing  their  
z t t i t u d e  towzrds that   country ,as regards   t rade 
excllanges . 

28, '&e fore ign   a id   h i ther to   rece ived  by the kk&iterranean 
c o U ~ M - e s   i n   q u e s t i o n ,   t z k c n  as  a whole, h p s  corze mostly from 
the  ivest( l )  Qestern economic aid  mounted t o  ; b~$~584  nillion 

-9- 

( 1 )  See Table V I ,  For I t a l i a n   a i d  t o  the  region  see a l s o  
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f o r  the s i x  yezr  period 1960-1965 ,?.lone. Over the  fourteen 
ycms  1954-1 967 conesponding  aid (i, e. ;rlctua.l drawings)  fron 
t h e  Col;munisl; countries  mounted t o  $818 mil l ion(  1 ) . This 
aid  represea-Ls  slightly less than one quarter  o f  %he -totcl 
Cormunis-l- p.id t o  developing  countries. In fat% 0 d . y  three 
countries - the UAR and t o  a smaller extent Syri?. ?.:IC? Algeria - 
h x e  received nny s u b s t m t i a l  economic a i d  f r o n  Cormunist 
countries, The k t t e r  have also  granted,  on 3 compmztively 
illodest s c z l e ,  c,id t o  Tunisia and Morocco, The zppzrent  desire 
o f  these two countries t o  divers i fy   their   sources  o f  n i d  might 
well le2-d then i n   t h e   f u t u r e  t o  t u r n  more often t o  the  Xmtern 
couxtries;  however, i n  view of the knovm pro-L'estern fecliizgs 
o f  the  present  Tunisian 2nd Moroccan leaders  i t  seeus   l ike ly  
t h a t  they w i l l  cvoid  engaging  themselves t o o  liet..vilg i n  
economic co-operation with the Communist countries. 

29. It  i s  x-n,-.inly t o  the UAR, but   a lso t o  Spi?, znd 
Algeria ,   thct  Cor;llilunist countries have  granted  important 
m i l i t m y  c?.ill. Morocco between 1960 and 1966 hcs procured i n  
the  Soviet  Union  c".rmments, the  value of which  xmunte?- t o  
only .$l 3 mill ion;  however, the Moroccan Authorit ies hz.ve 
recent ly  shown a growing i n t e r e s t   i n   o f f e r s  o f  arms by the 
Comunist  countries. Thus i n   S m e r  1967 they  bought i n  
Czechoslovzkia talcs 2nd a r t i l l e r y  t o  the .vslue o f  $20 n i l l i o n ;  
they a re  now studying  Soviet   offers o f  n i l i t a r y   m s i s t m c e ,  
t he   p rec i se   vdue  o f  which i s  not known, Arns de l ive r i e s  by 
the C o m u n i s t  countries t o  Morocco are   no t  on the  saxe  scale 
3s t o  the  other  three  countries  nentioned above, l , .v~.i lsble 
infomat ion   inc! . ica tcs   tha t   the   mi l i tc ry   a id  t o  the UAR, Algeria 
and Syria by t'ne Comunist   countries was granted  before economic 
a id  and h2.s d e f i n i t e l y  been l a rge r ,  During the  period 1954-1966 
these   n i l i tmy   de l ive r i e s   moun ted  t o  nearly $1 ,L?brO mill ion 
f o r  Egypt, $374 n i l l i o n  f o r  Syria 2nd $223 m i l l i o i i  f o r  Algeri?", 
which represents  sone 40% of t h e   t o t a l  o f  n i l i t p x y  de l ive r i e s  
by Comraunist countries t o  the T h i r d  World. 111 view o f  the 
lack of in fornz t ion  on Western t r m s a c t i o n s  with the  countries 
concerned,  involving  nil i tary  materiel  no corzp,o.risor, betneen 
the value o f  Commnist and Western mi l i t a ry   de l ive r i e s  i s  
possible. 

30, T h i s  Co~muni s t   n i l i t a ry  C i d  i s  without my doubt, 
from both  m econonic m d  po l i t i ca l   po in t  of view,  nost 
disturbing,. Vfliercas econordic ceid  contributes t o  the  develop- 
ment o f  the   receiving  countr ies ,   suppl ies  of mmxxnts  y t d d  
no comp,o,rable benefit .  On the  contrary,   thcy  give  r ise  t o  
zddi t ional   expcndi ture   in   respect  o f  maintenance of the 
equipment 2nd personnel.  necessary t o  use it. Wcturzlly, ?.S . 
regards  the  budgets o f  the  countries  concerned,  such  outlays 
compete with alloc2.tions f o r  investment o r  f o r  inproving  the 
s o c i d   s t r u c t u r e .  Moreover, these   de l iver ies  of n i l i t m y  
equipnent  consti tute a s o r t  o f  obligation,  binding  the 

( l )  See T2.ble VIL 
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rece iv ing   count r ies   in  view of t h e   d i f f i c u l t y  o f  subsequently 
chsnging t o  o t h e r  types and the need t o  obtcin  spares t o  
maintain what they have already  received, As about  hclf  these 
mil i tary  dz1ivcr ic .s   are   not   grants   but   credi ts ,   the   receiving 
countr ies  hzve t o  find  the  wherewithal t o  rcp2.y. Consequently, 
they arc induce2 t o  cC?rmrk for this  purpose a cc r t z in  
proportion o f  t l icir   exports t o  the  Comunist   countries,  on whose 
narkets   they thus become dependent, 

31. '&on whnt has  been  said in  the  preceding  paragraphs 
it i s  cle2.r t h F . t  t h m e   c o u n t r i e s   i n   p a r t i c u l a r  have become the  
scene of i npor tmt   econon ic   ac t iv i t i e s  on t h e  p a r t  of the  
Comunist   states:   Egypt9  Syria and Algeric, It would seen, 
therefore ,   thc t   the   p roblen  of these activities, 2.s it  af.fects 
these  countries,   should be s t u d i e d   i n   g r e a t e r   d e t a i l ,  

PART III: UAR 

32. The ccononic  si tuation o f  Egypt i s  p x t i c u l a r l y  
d is turb ing  cild th i s  country  provides one of the  nost  fp.vourable 
bz.ses f o r  the  ccononic   act ivi t ies  o f  the Comuni s t  countries. 
The populztion,  which alre,o;dy exceeds 31 mi l l ion ,  i s  r i s i n g  r.t 
m r.ïv-ud. r c t c  o f  nea r ly  2.8%. O f  an zrec o f  one mi l l ion  
squzrc k i lone t r e s ,   cu l t i va t ed  lands only cmouxt t o  25,000 sq.ka,- 
l e s s  tkt2.n in Be1li;iun which has only.-one third the   popuht ion ,  , 
An zgricultur2.1  couxtry  using  intensive  ncthods of cu l t i vz t ion  - 
o s t t m ,  Sica, ZF. .FZ~ ,  wheat,  beans,  onions,  czne sugar m g .  

Egypt hzs rclztively  nodest  r i l inercl   resources:   iron o r e ,  
mmganese,  phosplintes, soda,  'scllt 2nd pe t ro lem.  Hopes hzve 
r ccen t ly  been rzJsed by the  discovery o f  p e t r o l e m   d e p o s i t s   i n  
the ,  Gulf o f  Suez ancl the Western  Desert. O f  t he   t vo   v i t a l  
sources o f  fore ign  exchange - the  Suez  Canal ($219 mi l l ion .  i n  
t r a n s i t   c h m g e s   i n  1966) and tourism,   the  forner  dried up and 
t h e   l s t t e r  was se r ious ly   a f f ec t ed   a s   t he   r e su l t  o f  the  events 
of Swzer  1967, 1Zt the moment i t  i s  d i f f i c u l t  t o  foresee when 
they will be restored, To rmke up f o r  the  l o s s  of the Canal 
revenue  three Arab countries  (Saudi  Arabia,   Kuwit and Libya) 
promised a t   t h e   E l a r t o m  Conference i n   t h e  Sumer of 7967 $0 
grant   together  $266 n i l l i o n  t o  the  UAR, D
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i n  3.11) and t h e   t m n s f e r   i n   r e s p e c t  of  2,900 sq.lm, o f  land 
from the  present  systen o f  f looded  f ie lds  t o  c o n s t m t   i r r i g a t i o n  
which will rwke possible  three  harvests  per y c z r .  In addi t ion,  
the  barrsge will supply the Nile  Valley with ?.bout  10,000 
raillion KWH o f  e l e c t r i c i t y  by 1970. It will f?.ci l i t? . te   the 
i n d u s t r i d i s a t i o n  o f  the  country: i t  i s  dre,- .dy p l a . x e d  t o  
build a bmxi t e   p l an t ,  a s t e e l  works and new plc?n-iis t o  process 
phosphzLtes and m m u f a c t u r e   n i t r a t e   f e r t i l i z e r s .  

35. A S  thcsc  projects  cannot pcy o f f  for 2 of  
years  the  prospects for the  Egypticn economy in   t he   i lmed ia t e  
fu ture  z r e  anything but  br ight .  It i s  unl ikely th7 . t  the. 
discrepzncy  betneen f o o d  resources  ?.vail?.ble 2.nd the  rcquirc- 
nents of :. xp id ly   ï i s ing   po -pu ln t ion  mill be reduced. Sub- 
sequent t o  1965 the  second  development plan wzs twice   a l tc red ,  
before  being nbnndoned in   f avour  of  a new Five Yé2.r Plan which 
n i l1   on ly  be put   in to   opera t ion   a f te r  1970. As a r e s u l t  o f  
thc var i n  June 1967, the  alre,?.dy  modest  10cz.l p o c s i b i l i t i o s  
o f  finmcing  ccononic  developnent  have  bean  reduced  s-til1 
fu r the r ,  The ch ron ic   d i sequ i l ib r ium  in   t he   bdmce  o f  p z p e n t s  
i s  an inpediment t o  tl1.e growth of the  national  product. It 
i s  l i k e l y  t h s t  the Suez Cnnal , when re-opened, will h ~ v c  l o s t  
sone o f  i t s  tr,o.l"fic. Indeed,  recent  events  have  crxour~gcd 
s h i p  owners t o  speed up the  construct ion o f  g i m t   t m k e r s  o f  
150-200,OOO tons which cannot  use  the Canal m-d nus t   t zke   the  
Cape route,  As 3. r e s u l t  Egypt will earn l e s s  in  hard  currency. 

36. Trade s t a t i s t i c s  show t h a t  whereas  Egypt  depends on 
the  markets o f  the  Comunist   countries f o r  Dore than  lmlf  her 
expor t s9   ( i n   pz r t i cu la r  she s e l l s  them cotton m d  r i c e ,   p a r t l y  
t o  repay  credi ts   granted) ,   she l o o k s  nainly t o  the  West f o r  
inports.  111 recent  years her nain   suppl ie r  has been the  
United  Ststes.  The f a c t   t h a t   t h e  agreements (PL 480) t o  
d e l i v e r   c g r i c u l t u r d   p r o d u c t s ,   e s p e c i d l y  wheat h?.ve not 
been  renewed i s  likely t o  d t e r  t h i s  s i t ua t ion .  

37. The d i f fe rence   in   the   geographic   d i s t r ibu t ion  of 
exports and inports   explains ,  t o  some extent,  Egypt's  balance 
of payments d i f f i c u l t i e s  and her  dependence  on foreign  a id .  
She s e l l s  a l a r g e  p a r t  o f  her products t o  countries with 
planned  economies  which, general ly   speaking,   se t t le   t rade 
accounts with her  on the basis o f  clearing,, On the   o ther  
hand,  she  buys a good deal   in   the  convert ible   currency 
countries. This mems t h a t  her   t rade  surplus  with the 
Comunist  countries  cannot be used t o  f inance purchp.ses i n  
the West. 

, 

38. The policy  pursued by Zgypt in   seeking  economic p.id 
was def ined   in   the   dec la ra t ion  o f  July 1961. As rezards 
development  plans m d  technica l   ass i s tance ,  Egypt r e l i e s  
primarily on the Comxmist countries o f  Europe but does  not 
refuse z id  f rom the Preo World countr ies  s o  l o n g  2s this i s  
not bound by pol i t ica l   condi t ions .   In   p rac t ice ,  Egypt h m  
drmn  consid-er?wbly on Western a id  a s  well  3s o n  t h a t  from 
Comunist  countries. 
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39.. Public  loans 
1960-1 965 hzve  rczched 
$50 n i l l i o n ,   I t a l y  $79 

-20- 

and grants  from the ?Jest over the periol!  
$998 mil l ion  (USA $860 n i l l i o n ,  Gerncny 
n i l l i o n ,  UK $8.3 n i l l i on ,   Aus t r i a  $1 

n i l l i o r , )  , In czddition, Egypt ob ta ined   in  1959 a l o m  from 
the  IBRD o f  $56.5 n i l l i o n  t o  widen t h e  Suez C?.n;l.l.  The above 
US f igure  includes  the  value o f  de l ive r i e s  o f  wheat 2nd other  
food  prod-ucts pF.yable in   loca l   cur rency  which m o u n t s  t o  ?.bout 
$640 ni l l ion ,   Egypt ' s  drawings  on t h e  IMF hum ,?mounted t o  
$1,047 n i l l i o n .  

40. A p n t  f ron  t h i s  publ ic   f inanc ia l   a id ,  Egypt has a l so  
Zccepted  considercble  cornercial  credits and  bank loans ,  ' The 
exac t -   t o t a l  o f  these i s  not known. Not being able t o  meet her  
ob l iga t ions ,  Egypt has had t o  fund  sone of ,these short and 
medium term  lozns, She hcs a l s o  czrrmged nora tor i s   wi th  the 
UK, France,  Gcmany, I t a l y ( l ) ,  Sweden and Spain,  enabling  her 
t o  spresd t h e   r e p a p e n t  o f  cornercial   credi ts   over   per iods o f  
5 t o  7 ycz.rs s t a r t i n g  1966-1967. A t  the  s m e  t i n e ,  Egypt has 

Prrnce. 
" . ' reportedly  received new c o r n e r c i a l   c r e d i t s   f r o n   I t d y  2nd 

41. As regzrds  a id  t o  Egypt from the  Comunist  countr ies ,  
the  replacement o f  Western countries by the USSR i n   f i nanc ing  
and building  the High  hssu2.n Dan wasg h i s t o r i c a l l y ,   i n  th i s  a s  
i n   n m y   o t h e r   r e s p e c t s ,  a turning  point. The cormi-tnents o f  
the C o m u n i s t  countr ies   f ron 1954 t o  1967  anount t o  about 
$1.6 b i l l i on .  Drmrings,  however,  have not  exceeded $665 
n i l l i o n ,  (USSR $505 n i l l i on ,   Eas t '  European countr ies  $145 " 

n i l l i o n  2nd Chinz $1 4.7 n i l l i o n ) .  

42. Soviet  ccononic  aid  nornally  takes  the forn of long 
term c red i t s   (12   yea r s )   a t  a low r a t e  o f  i n t c r e s t  (2.5$) 'It 
f t f fec ts   necr ly  211 ' s ec tors  of t h e  econony, i n  pa r t i cu la r   t he  
construct ion o f  t he  High Assuan Dam, A s  regards "this scheme( 2) 
Soviet loAn comi tu6n t s  m e  said t o  amount t o  $325 n i l l i o n ,  
of which F. l i t t l e  n o r e  than $252 mi l l ion  i s  sa id  t o  have  been 
drawn on. Other  drnwings,  auounting t o  sone $285 n i l l i o n ,  ' a r e  
spread over var ious  projects ,   the  most inpor tan t  o f  which are:  
geological   resemch,   the  purchase of equipnent f o r  o i l  d r i l l i n g ,  
the  equipment o f  metallurgical  plcrnts,   the  building o f  r e f i n e r i e s  
Z t  Suez  and Alexandria,  the  building of f a c t o r i e s  f o r  phnmzl- 
CeUticd  products,   the  building of a naval   shipyard  a t  
Alexzndria, and c?. thermal   e lectr ic  power s t a t i o n   a t  Suez,  the 
del ivery of  t e x t i l e   f a c t o r i e s  and the  expansion of  t h e   s t e e l  
works a t  Hel~c7.n~  the  capacity o f  which is  r a i sed  frolr 300,000 
t o  1 95009000 tons c2 year. The r e a l i s a t i o n  of these  projects  
has  neant  sending  nore  than 2,000 Soviet techniciens t o  Egypt. 

7 

projec t  i s  put   a t   about  $1.2 b i l l i o n ,  
t he  breakdown being a s  fo l lows :  
(hnstruction o f  t he  Barrzge , $188 n i l l i o n  

'I Hydro E lec t r i c   P l zn t  $1 6 1 n i l l i o n  

I n f r a s t r u c t u r e ,   I r r i g a t i o n  and Public l7orli.s $700 n i l l i o n  

II 11 

II II E l e c t r i c  Power Network $140 a i l l i o n  
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43. The decidedly less inportant  drawing on z.id promised 
by the  other  Comunist   countries have  bezn used t o  finance 
:;zrious indus t r ia l   p ro jec ts   such  as: e lec t r i f i cp , t i on  of the 
Xile delt:., the  construction o f  ceDent works, r i c e  husking 
p lnn t s ,   r e semch   l abora to r i e s ,   e l ec t r i c  power s t a t ions ,   t hc  
supply o f  railm?.y equipment, ships and barges ,   e tc ,  These 
pro jec ts  have occssioned  the  presence i n  Egypt o f  350 
technicicas  fron  Ezstern European countries.  O f  the  SUI o f  

o f  hard  currency  nade i n  1956, 
v $14.7 u i l l i o n  o f  Chinese a i d ,  $4.7 n i l l i o n   r e p r e s e n t s  3 g i f t  

(P t h e  f igu re  o f  $199 c i l l i on   r ep resen ted  by pa.yucnts t o  
Dr$, Some idep. of Egypt's  indebtedness i s  provided by 

c r e d i t o r s   i n   t h e  E 3 s t  and  West, during  the  period 1st July,  1964 
t o  30th  June, 1965, This sum i s  equivalent t o  22$ of  current  
balance o f  p?.yuent  income  and 33% o f  1965 exports, 

$5. -Egypt i s  g rea t ly  dependent on the  Coïmunist  countries 
and the  USSR i n   p n t i c u l a r  f o r  s ï l i t a r y  equipuei1-b mcl .  nnteri,?.l. 
No f igure  is,, 2.5 ye t ,   ava i l ab le  ?.S t o  the  vclue o f  equiprzent 
received i n  1967 and 1968, For the  period 1955-1966 the   f i gu re  
night be 2s nuch $l ,440 nillion. The Sovie t   cont r ibu t im 
m o u n t s  t o  $1 160 n i l l i o n  ($725 n i l l i o n   i n  g r m t s  and pr ice  
reductions and $435 n i l l i o n   i n   c r e d i t s  o f  unknown durzt ion) ,  
the CzechoslovF,k t o  $279 n i l l i o n  ( o f  which $50 aillion Cmh 
s;llesg  snd $229 n i l l i o n   c r e d i t s ) ,  There i s  no i n f o r m t i o n  . 

C S  t o  how Egypt will repay  these  credits,  

46. In the   fo l lowing   tab le ,   ami lab le   f igures  o f  
Zgyptian  defence  expenditure,  conpared with the t o t d  budget, 
a r e  given f o r .  the   th ree   years  1965/1966 t o  1967/1968 i n  
n i l l i o n s  of Egyyti2.n  pounds. 

I n  1964-1965 i t  seem t h E t  the  share o f  the gross n?.tional 
product a t  n d r e t  pr ices  - gE.139 n i l l i o n  - devoted. t o  dofencc 
was 60857 L". f igu re  which seerns t o  have r isen  appreciably 
since,  This represents  c2 considerable  burden on the  econony 
o f  the  country,  t ,-,king  into  account  the  codes3  'stzge o f  
developnent  reached, and t h e   f a c t  t h n t  the   nz t ions l  produc-i; 
per he?*d i s  very small. InfornGtion i s  lacking 2.s t o  vd1cther 
the USSR i s  subsidising  the  Egyptian  defence  budget or vdlotl1er 
it includes  the  purchase o f  Soviet  aras. Certs inly it seeas 

nrnanents  supplied by the USSR t o  replacc  those l o s t  i n   t h e  ;. 

Sina i   d i sas te r ,  

9 

P. unl ike ly   tha t   the  1967-ig68 f igures   inc lude   the   cos t  of 
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PART IV: KLGERIA 

Thc ccononic   s i tuat ion  in   Algeria   presents   ser ious 
problens,  but i t  i s  d i f f i c u l t  t o  describe i t  precisely f o r  
l ack  of  up t o  d n t e   s t a t i s t i c s .  The population, which  Izaounts 
t o  nec?rly 13  n i l l i o n ,  i s  r i s i n g   a t  a.n annual reste o f  n e m l y  3%. 
Unenployncnt and under-enploynent  are  considerzble : they c?.f f ec t  , 
ftccording t o  sone estina,tes, .   at   least   half   the  populz.t ioil  o f  
working 3,ge. Out o f  2n area of  2,750,000 square  lr i lonetres . 

only ?.bout 70,000 c?.n be cul t ivcted  . in  a regular  fashion. This 
:.rep,, thou-h  SLIP.^^^ i s  r e l z t ive ly   g rea t e r   t han  thnt  a t  Egypt S 
Clisposd ,  t25,ooo square  ki loaetres  f o r  31 nil l ion  inhnbi t .nnts)  , 
but l m d  f e r t i l i t y  i s  d e f i n i t e l y   g r e a t e r   i n   t h e   l a t t e r   c o ~ m t r y .  

48, Ils regards econonic  development,  Algeria i s  2% a 
d i s t i n c t  zdvantage i n , c e r t n i n   r e s p e c t s .  The country i s  r i c h   i n  
na tu ra l  resources, e spec ia l ly   pe t ro l em,   na tu rc l  g m  and i r o n  
ore,  which, t o  sorm extent ,  are already  being  exploited. 
Agriculture wc?s nodcrnised by the   French   se t t le rs  W ~ O ,  Lzoreover, 
ha.ve l e f t  behind  then  a.well  developed  infrastructure.  Apart 
f r o n  continuing t o  provide  econonic and .technical  c?ssistance , 
f iance  offers  c? relc7tively open narket  f o r  Algerian  products 
8s well n s  enploynent   possibi l i t ies  for about  half a n i l l i o n  
workers. Thanks espec ia l ly  t o  the  presence of numerous French. 
teachers ,  5576 o f  t h o  children o f  school  age  czn-cttend  school. 
This  represents  an  inprovenent  relative t o  the  posi t ion  before  
independence, 

49, Since  independence, i n  1962, Algeria h m  exploited i t s  
p o s s i b i l i t i e s   i n  c? very. uneven nsmer, Pe t ro lem  product ion  
has r i s e n   z t  2 high  ra te .  However, fu r the r .p rospec t ing  was held 
up f o r  c! t i n e  becp.use of the  uncertainty felt by- foreign 
conpanics 2.s t o  t h e   f e a s i b i l i t y  o f  working in  Algeria, They 
have  been  rë5.ssured'on thLs  ma t t e r   ' i n   r e tu rn  for a s t r i c t '  
cont ro l  o f  t h e i r   2 c t i v i t i e s  by the  Algerian  Authorit ies and an 
i n c r e z s e   i n   t h e   r o y a l t i e s  t o  be pa id .   In  1967, t h e   q u m t i t y  
o f  petrolem  obtained  rehched'  38'1iillïon' toi'is, ai1 increase 'of 
15s over 1966, Economic a c t i v i t y   i n   A l g e r i a  hcs a l so  been 
stirzul,ated- i n   r ecen t   yen r s .by   t he   exp lo i t8 t ion  of n=ttural gas 
2nd the   bu i ld ins  o f  gas pipel ines  t o  the  coast ,  The o ther  
extrzctive'   indu-stries  ( . iron,  non-ferrous Iiëtals9 'phosphp.tes) , 
which are run  by n2,tionally owned enterprises,   hrve  maintzined, 
cnd even i n  sone cquses inc re r sed ,   t he i r   ac t iv i ty ,  !the r e s u l t s  
i n  the  non-nF.tionzlised  sector of industry,   conprising  nsinly 

indus t ry ,   a re  more uncert.ain, 

-. 

busiilesses  zccounting f a r  about 75$ of  nanufscturing 

50. In zgyicul ture   the  resul ts   obtained by the   se l f -  
mzmgenent systen, which  succeeded t h a t  o f  the   French   se t t le rs ,  
have  been on t-ne whole disappointing. "he level of  output and 
the  quality  hsve  declined  in  an  alarming  nanner.  Noreover,  the 
maintenance o f  t he   t r anspor t   f ac i l i t i e s ,   ( roads ,   r a i lways ,  
=xmdrones)  teleconmunications and housing lias been  inadequate. 
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r f  

This i s  p z r t l y  t o  be explained by the   f ac t   t ha t   t he   i n f r a -  
s t r u c t u r e   l e f t  behind by France i s  t o o  ad-vanced f o r  the 
lotver l e v e l  of econonic   act ivi ty  o f  the  country  since  indepen- 
dence . 

51. Algerian  trade  renains  orientated t o v e r d s  the West, 
Prance  alone  tzkes 3.bout 70% o f  Algeria! s exports and suppl ies  
75% o f  inports .  The remining   fore ign   t rade  i s  la rge ly   car r ied  
on with other  OECD countr ies(  l ) .  Trade with. .Comunist  countries 
i s  s t i l l  l imited:  3.4% o f  inpor t s  2nd 3.4% o f  expor t s   in  1967; 
it shows g rea t   f l uc tua t ions ,   t he  shzrp incre2"se  noted l a s t   y e a r  
following on two yexrs o f  decline o r  stagnation;  Algeria 's  
trade  balance with the East  shows a cons tan t   def ic i t  which i s  
nainly due t o  t h e   k r g e   s a l e s  o f  zg r i cu l tu ra l  produce by the  
Soviet Union.' Im 1967, t he   l a t t e r   t r i ed .  t o  z-bsorb products o f  
which there  m s  a g l u t  i n  Algeriz.;  thus  her  purcllnses o f  
Algerian  wines  increased  fron 0.33 a i l l i o n  dincms i n  1966 t o  
21.8 n i l l i o n   d i n a r s   i n  1967, For Algeria, as f o r  the UAR m d  
Syria,   the USSR provides  therefore - t o  sone extent - 2.n 
d t e r n a t i v e   o u t l e t  when the  Western countries lxve t o  reduce 
their   purch~.ses  o f  cer ta in   products  o f  great  inportancc t o  the 
l o c a l  economy.  The  new 1968 trzde  protocol between  Llg-eria 
and the USSR, while  nzint2,ining  the  total  v o l m e  o f  t r a d e   a t  
i t s  1967 level ,   envisages  del ivery by Algeria o f  600,000 tons 
of i ron  o r e  znd a n i l l i o n   h e c t o l i t r e s  of wine. 

52, 121 cr ian   expor t s   cons is t   l z rge ly  o f  petroleum and 
n a t u r d  gas (T66$) agr icn l tura l   p roducts  (24$) rc2w nclterials 
(5$) ,  In 1966 revenue i n   r e s p e c t  o f  p e t r o l e m  rea.ched $.:g0 
ai l l ion ' ,   those from na tu ra l  gas  $25 nil l ion,   Ptxnce  takes 
n e a l y  66% of  Alger ian   pe t ro lem  sa les .  She hns been paying =. 
high  price f o r  t h i s  p c t r o l e m  and has   accep ted   d t e ra t ions   i n  
the  f iscal   arrmgenents  governing  the  exploit2,t ion o f  p e t r o l o m  
in   gene ra l ,   t he   e f f ec t  o f  which will be t o  double  the  revenues 
o f  the  Algerian  s ta te  on this  account, Naturc.1 g2.s i s  nc.inly 
s o l d  in   the   Uni ted  Kingdoo; de l ive r i e s  which were in te r rupted  
a s  3 r e s u l t  o f  the  Israeli-Arab war were resuled h t e   i n  1967. 
The United Kingdom  now disposes o f  p l e n t i f u l  g;as suppl ies  i n  
the Nor th  Sea; it d-oes n o t  s e sa   l i ke ly ,   t he re fo re ,  thftt this 
country mill o f f e r   i n   t h e   f u t u r e  3 growing o u t l e t  f o r  Algerian 
gas. Frmce hss undertaken t o  take  annually 3.5 n i l l i a r d   c u b i c  
ue t res  o f  Alger im g m  f o r  15 y e a r s ,   s t a r t i n g   i n  1971,  but 
Algeria  has t o  fincl  markets f o r  near ly   half  i t s  productive 
cz-pacity which dtogether  should  reach 9 mill iard  cxbic  metres 
S year. The high pr ices  demanded are  often  considered 
m e a l i s t i c .  Q a r t  f ron  F rance   t he re   a r e   po ten t id   ua rke t s   i n  
Spain9   I ta ly  and Central  Europe,  but  supplies of Soviet gas 
which the Centrp.1  European pipeline  should ndce m n i l n b l e   r a y  
cons t i tu te   se r ious   conpet i t ion  f o r  Algerizb  on  the l z t t e r  two 
narlcets . 
( l )  See Tzble V 
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53. French impor t s  of wine,  which represent   the  nost  
important   Dgricul tural   i ten,   are  t o  be reduced  considerably i n  
the  next  few years and other   Algerian  agr icul tural   exports   aay 
well  decline  because o f  t he  f a l l  o f f  i n   q u a l i t y .  The prefer- 
ential   arrangements which  France  continues t o  g r m t  t o  inp .or t s  
from Algeria have not been  incorporated  into  the C o w o n  Market 
ru les .  Algeria's prospects a s .  regards   internzt ion?J  t rade.  
depencl l r r g c l y  on arrangenents t o  be arr ived 2.t between  Algeri3u 
and the  BEC. Unofficial  conta'cts  appear, t o  have been m d e  
r l resdy,  

54. f Jger ia ,   over   , the   l as t  few years ,  h m  been. largely.  
dependent on outs ide   a id  ?.nd will cer tz in ly   long  continue t o  
be so.  Hitherto,   the  bulk o f .  this aid  has  cone fron  the  Vest, 
During  .the  period- 1961-1966, Frmce  alone g r m t e d  $1,059. 
a i l l i o n (  1 )  , the   o ther  Western countr ies ,  above a11 the  USA, 
about $189 n i l l i o n ,   t h e  A r k b  countries $1 11 mil l ion ,   in te r -  . , 

nat ional   organizat ions $86 n i l l i o n ,  As regcrds Co~-munist '  a i d 9  
it anounted t o  $41.5 n i l l i o n  f o r  the  period 1962-1967 i f  drc.wings 
alone  are  considered, These drawings a r e  o n l y  a f r a c t i o n  of  the  
c?id pronised  which, over the  period  considered,  mounts t o  sone 
$349 n i l l i o n .  

5 5 .  The'new  Algerian  leaders  are  conscious of  the need t o  
encourage  investment,  foreign a s  well a s  douestic, An Invest- 
nent Code was publ i shed   in  1966. It does  not  gumantee  against  
na t iona l i s a t ion  f o r  ten  years,  which had been  envisaged t o  
s t a r t  w i t h ,  but  nakes  provision f o r  conpensation t o  owners i n  
case o f  na t iona l i sa t ion .  It provides  considerable  advantages 
f o r  p r ivc t e   i nves to r s ,   e spec ia l ly  as  regards  tz.xCtion and 
Cividend trmsf cr. . 

56, Although  the Ben Bella  régine banne4 the  Algerian 
Comunist  Par ty ,  it t r i e d  t o  develop  econonic  relations wit11 
Comunis t  countr ies?  on aid  fkon  which it placed. g rea t  hopes. 
The present  Bornediene  governent seems t o  take a adre   r ea l i s t i c .  
view o f  Clomunist a id  and i t s  limits, By the  end o f  1967 l d@cr ia  
had  received  pronises of a id   f ron  these  countr ies  up t o  $318.6 
n i l l i o n .  She is i n  t h i r d  place  mong  the  Mediterranczn  countries 
receiving this aicl, f a r  behind the  UAR, ($1.6 bi l l ion)   bu t  
not  far short  o f  Syria ($393 n i l l i o n ) ,  

Comunis t   count r ies ;   g i f t s  have not  exceeded h.3 n i l l i o n  and 
cons is t  of:: whe=?t $0.6 n i l l i o n ,   a i r c r a f t  $1.7 n i l l i o n ,  
hospi ts l   equipuent  $1 n i l l i o n ,   g r a n t s  t o  the  African  Centre of 
Hydrocarbons x c ?  Text i les ,   t ra in ing  o f  50 technicians c? year 
f o r  t he   t ex t i l e   i ndus t ry  and of 2$000 Africans f o r  the p e t r o l e m  
illdustry $2 n i l l i o n .  However, according t o  sone r epor t s ,  t h i s  
schene f o r  the  African  Centre nay have  been  abandoned. 

(1 !Table V I  s t  h e x  covers  the  period 1960-1965, I n   f a c t ,  

57. The USSR alone  has  provided  about 664 o f  the  a id  f r o a  

fore ign   a id  f o r  .Algeria  only came up i n  1962, By 1966 she 
rec@ived $781 n i l l i o n   f r o n   t h e  West , of  which $124 n i l l i o n  
were from France.  Credits opened by Prance t o  fo s t e r   t he  
econouic and i n d u s t r i a l  development o f  Algeria  cmounted i n  
1967 and 1968 t o  $130 a i l l i o n  and $117 n i l l i on   r e spec t ive ly .  
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E 

58. Two crecl-its  were  granted t o  Algeria by t h  USSR, on2 
i n  Decenber l 9 6 3  f o r  $100 a i l l i o n ,   t h e   o t h e r  ii1 July l964  f o r .  
$127.6 mil l ion,  The l a t t e r  was rnainly intended t o  conplete 
the   me td lu rg ica l  pl,?.nt a t  Annaba (Bone) . Although of t h i s  
t o t a l  o f  $227.6 c i l l i o n  3 sun o f  zear ly  $180 ni l l ion   appears  t o  
h m c  been  allocz.ted t o  spec i f i c   p ro j ec t s ,  drawings h8.ve not 
exceeded $16 n i l l i o n ,  - hong  pro jec ts ,   the   f inanc ing  of which 
has been enviszged,  are  the  purchase o f  n i r c r z f t  m d  l o r r i e s ,  
550 trc?ctors,  12 repni r  shops?  equipment - along with technical 
ass is tance f o r  the  construct ion o f  28  small i r r iga t ion   bar rages  
(covering  8,500  hectares o f  l a n d )  d r i l l ing   equipaent  ( t o  provide 
2,200 cubic  metres o f  water f o r  i r r i g a t i o n   i n .   t h e   S o u t h )  , 5 
experinentcl   s ta t ions,  2 a r t i f i c i a l   i n s e a i n a t i o n   c e n t r e s ,  a 
fzctory f o r  the  nmufclcture o f  a lminiux  products   the  cost  
of prospecting f o r  copper,  lead,  zinc and nercttry, The finance 
f o r  prepming  land f o r  cot ton growing c?nd f o r  s e t t i n g  up a 
brandy d i s t i l l e r y ,  which w i l l  export nost o f  i t s  output t o  the 
USSR, hzs ~11so been provided f o r .  

59. The g i f t s  o f  the  Eastern European countries  (Bulgaria, 
Hungary, Poland- ?.nd the  Soviet  Occupied Zone of Germay)  only 
anount t o  $1.5 n i l l i on ,   sp read  among various pro jec t s ,  
e s p e c i a l l y   i n   t h e   f i e l d  of  medicine. In   addi t ion,   Bulgar ia  
granted, i n  19G3, a c r e d i t  o f  $6 mi l l ion  t o  make possible  .the 
construction o f  a t e x t i l e   f a c t o r y  and an  e lectr ic   engine  plant .  
For her part,  Czechoslovakia  extended 3 c r e d i t  o f  $15 a i l l i o n  
in 1964, m i l i l y  i n   r e s p e c t  o f  a shoe  fcctory z n c i  a motorcycle 
assembly plant.  She has   recent ly   ( the  second h d f  of 1967) 
grznied a new c r e d i t  o f  $50 a i l l i on   i n t ended  f o r  a r o l l i n g  mill 
z t   t h e   s t e e l  21F.nt i n  Annaba( l )  

60, The g i f t s  of Comunist  China  anount t o  $2 n i l l i o n   i n  
respect o f  d e l i v e r i e s  o f  g r a i n  and school equipment. I n  
zi"?-itLo:î, Ecinz op.ered c r e d i t  o f  $50 nillic.a, of whi& $20 
a i l l i o n  WGS in   hard  currency,   the   res t   being  intended f o r  the 
construction of  a. cement works, other i n d u s t r i a l   i n s t ~ J l a t i o n s . ,  
var ious   agr icu l tura l  programmes9 as  well  &S a s t a d i m  and an 
exhibit ion hp.11. These var ious  projects  are  s t i l l  i n   t h e   s t u d y  
stage. 

61. The launching o f  these  var ious  a id   projects  has 
rileant sending t o  Algeriz 2 , 300 CoI;munist technicians , including 
L? ce r t a in   nwber  o f  doctors f r o a  the USSR and Bulxzria ,   ( the 
nunber o f  French "Coopérc2nts't1 mount t o  10,000). i Jge r inn  
students have been t r a i n e d   i n  C o m u n i s t  countries but their 

- 

n u b e r  probably  does  not  exceed a t h i r d  o f  those who lizve 
pursued ' the i r   s tud ies   in   mes tern   count r ies ,  

( l )  Yugoslzvia  has d s o  granted  Algeria a c r e d i t  of $7.3 
million,  intended f o r  the  construct ion of %no t e x t i l e  
f a c t o r i e s ,  a t m n e r y  and a f ru i t   j u i ce   f ac to ry ,  She hm 
a l s o  gran ted   subs tan t ia l   a id   in   the  f i e l d  of ncciicine 
and education, 
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62, As t o  Soviet   mil i tary  a id ,  this has  mounted t o  about 
$223 mil l ion  f r o n  t h e   t i n e  of independence u n t i l   t h e  end of 1966, 
t h a t  i s ,  hzrdly less than  econonic  aid  pronise6 by the USSR . 

($228 mil l ion)  , Moreover,  the g i f t  eleclent i n  n i l i t a r y   a i d  i s  
much g rea t e r  than i n  econonic  aid: i t  represents  i n  f a c t  
$100 ni l l ion,   Elur therr~ore,  whereas  only a fr2”ction o f  the 
econonic ?,id yronised  has  been drawn .on ($41.5 mill ion)  p nemly  
211 t h e   n i l i t a r y   a i d   h a s  been  used, . A s  a r e su l t ,   n i l i t c l ry   a id  
received by i i lger ia  f r o m  the  Gomunist   countries’ i s  c-bout f i v e  
t imes   t he   vdue  of economic aid. The USSR has   mdc  possible  
the   t r z in ing  OP 3. ce r t a in   nmber  of Alger ian   o f f icers ,  
N a t u r a l l y ,   t h c   a i l i t m y   a i d  under  discussion here does not 
cover  recent  deliveries,   intended t o  replace  equiplrent l o ’ s t  
during  the  recent  ArZb-Israeli war. 

countr ies   in   Llger ia   are   disquiet ing,   largely  becsuse of t hc  
s i z e  o f  t he   n i l i t c ry   a id   g iven  by these  countries.  The ccononic 
D.id9 on the   o the r   hand ,   i n   r e l a t ion  with econonic aicl frow. the 
Yest o r  with the  needs o f  Alger ia ,   appears   s l ight .  Besiclcs, , 

t he   a id   de l ive r i e s  by the  Commnist  c,ountries and the   technical  
=I.ssistance  rendered have not  been up t o  the  stzndard o f  the  
French, t o  which the  Algerian  populztion hzs long  been 
accustoned, Honcc the  disappointment o f  the  people v î th  regard 
t o  assistance  fron  Cownnist   countries.  

63. L11 i n  zll, the   econonic   ac t iv i t ies  of the  Comunist  

64. The econonic   s i tuat ion  in   Syria   has   deter ior2, ted  over  
t h e   l a s t   f e n   y e c r s  as a r e s u l t  o f  the   chronic   ins tab i l i ty  of 
the  politic2.1  systecl a d  of the ex t rene   soc ia l i sa t ion   masures  
tcken by t h e   a c t u a l   d g i n e ,  which  have lrainly  affcrctc6.  the 
C Q x ï ~ ~ c i ~ l  &-.ssas and discouraged the u%ddls o lass  i n  tQYW znd 
country,  There-  has  been a stagnation o f  t r d e  s c t i v i t y ,  
acconpanidd i n   t h e  towns by unenplopent  =and under-elnplopent. 
At the  szme t ine ,   Syr ia  has rnaved- c loser  t o  t h e  Con_.lunist 
countries,   seeking  their   co-operation and a id   i n   p re fe rence  t o  
t h a t  o f  the  Vestern  countr ies9 wi th  whoa the links have  been 
loosened, The ideology of those i n  power and the   d i r ec t ion  
they  hwc  given  the  Syrian econony could  create 7. c l i f f icu l t  
s i tua t ion   in   the   count ry   ûnd ,   conpl ica t ions  f o r  their   neighbours.  

L 

65@ DesTite  the  high  rate o f  population grofvth - 3%. per 
yecr  - Syria 1 s  not  over-populated, (5.5 n i l l ion   inhPUbi tan ts ) .  
She i s  b e t t c r  o f f  thzn  the  other  countries o f  the  region a s  
regards  cnltivc-tcci 1mid which represents  about 36$ of tile 
t e r r i t o r y  (185 180 sq.kn, ) . Agriculture i s  the  chief  source 
Of Sy r i a ’ s  wealth, vhich i s  one of the  nost  inport,n.nt  producers 
Of whe2.t ,?nd bar ley   in   the   reg ion ,  The c u l t i v a t i o n  of cotton, 
~ O ~ ~ C C O ,  vegetables,  o i l .  seeds and olives,:is  highly  developed. 
On the  other  hand,  the  +country is poor in   mineral   resources ,  
which a r e   l i n i t e d  t o  the fo l lowing:   sa l t ,  m.tural 3sphalt., 
phosphztes and ,a l i t t l e   p e t r o l e m .  

Q 

i, 
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3: 

.G6. Durixg the.   period o f  the  F i r s t  Plan (1967-1965) the 
GU?? per he2.d rose by 6.4$ per   yea r   i n   r ea l   t e rm,  T h i s  s a t i s -  
f m t o r y  r a t e  o f  growth shows tha t   the   Syr ian  econony i s  
poten t ia l ly  sound, The Second Five Year P lc3  (1966-1970) aims 
a t  the nore m b i t i o u s   r a t e  o f  growth o f  7.2$ per yea-.  Although 
nclinly re ly ing  on inprovement i n   a g r i c u l t u r e ,  it d s o  enviscges 
t h e   i n d u s t r i d i s a t i o n  o f  the  country  mninly  through  the con- 
s t ruc t ion  o f  p lcn ts  f o r  cheEica1 f e r t i l i s e r s ,   i n s t a l l a t i o n s  f o r  
extract ion o f  salt and soda,  assenbly  plants f o r  3.gricultural  
nachinery znd t r ac to r s .  The expansion o f  the o i l  industry m d  
the   creat ion o f  an e l ec t r i ca l   i ndus t ry  a re  also envisaged. It 
i s  not  certzdn, however, t h a t  ' a l l  these aims will be c?.chieved 
because of the l o w '  product ivi ty  of the   econoq,   the  Godes% r z t e  
o f  sc?ving, the  lack of  technical  knowledge  end o f  s k i l l e d  
labour  and,  especially,   the weakness o f  the  country's  
adr;linistration. 

. I  

67. The Syrians  are  especially  anxious t o  raise t h e i r  
petrolem  output ,   wel l  beyond the   f igure  o f  4.5 n i l l i o n   t o n s  
which a p p e s r s  t o  be t he   t a rge t  f o r  1968, Since 1960 o i l  
prospecting hc?s been exc lus ive ly   in   Sovie t  hands. Royalties 
paid by IPC m d  Tapline for t h e   t r a n s i t  o f  p e t r o l e m  ~ u c r ~ ~ ~  
Syr ian   t e r r i to ry  have  been a considerable  source of revenue 
(around g77 mil l ion  per  nOmal yea r ) .  The S y r i m s  are  looking 
t o  i r r i g a t i o n  t o  solve  their   water  problems. . The first Five 
Yezr Plzn (1961-1965) envisaged  the  construction o f  several  
bmrages  which would permi t   the   i r r iga t ion  o f  1 9 4 , O O O  hec tmes  
o f  new lands, The building o f  t he  High Euphrates D ~ J ~  considered 
since 1948, was s t a r t e d   i n  1968 i n   t h e  framework of the  second 
Five Year P1s.n with Sovie t   f inanc ia l  and technical  -2.ssistance. 
When it i s  cozpleted, i n   t he   cou r se  of  the  next  ctecsde, i t  vri.11 
nnke poss ib le   the   i r r iga t ion  of another 600,000 hectares ,  

68. In  the  course of the  lc..st few years9   the   s tz . te  o f  the  
trade  balance has deteriorated,   Exports  consisting  1r;rgely of 
qTicul tura1  products  and raw mater ia l s  have declined, whereas 
;:ports have  continued t o  r i s e ,   fo rc ing   Sy r i a  t o  r e s o r t  t o  
foreign l o a n s  t o  nee t   her   ob l iga t ions .   S ta t i s t ics  show t2w.t i n  
1966 nearly one tbird o f  Syrian  exports were d i rec ted  t o  
Comm.nist countries which, in   turn,   provided 29% of Sy r i a ' s  
i m p o r t s ;  t he  g q  between the two percentzges i s  not   g rea t ,   In  
1966, Syria hzd  a h r g e   t r a d e   d e f i c i t  with her  CoriLmunist 
partners. It seeras l i k e l y   t h a t ,   i n   f u t u r e ,  i a p o r t s  f r o n  the E a s t  
will tend t o  r i s e  s t i l l  clore a t   t h e  expense o f  the s a l e s  o f  the  
indus t r i a l i s ed  Vestern countries,  because o f  the   inpor tan t   rô le  
the C o m u n i s t  cormtz"es  are t o  p l a y   i n   t h e   r e c l i s a t i o n  of the  
second  Five Year Plan, 

69. During the 1960-1965 period  Western  aid i n  tile form o f '  
de l iver ies  of f o o d  products, g i f t s  and public l o m s  emounted t o  
;643,80 rail l ion,  During the  sane  period, UNO zit? intended 
primarily f o r  Pclestinian re fugees   in  S y r i a  w m  $29.48 million. 
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F i n a l l y , . S y r i a ,  on 30th  June,  1967, owed $8.5 n i l l i o n  t o  IDA,  
Un t i l  1963/4- the  Federal  Gerraan Republic and the  USL were the 
chief  Western  suppliers o f  a i d  t o  Syria, Owing, t o  Sy r i a ' s  
hos t i l e   a t t i t udes ,   t hese  two countries have  considerably 
reduced the i r   cont r ibu t ions  i n  recent  years. 011 the   other  
hancl, some co-operation  continues  between  Syria a d  the  Vest, 
Fo r  instance,   the   construct ion o f  the  Karatchouk-Tartus  pipe- 
l i n e  has been entrusted t o  an I t a l i a n   f i r m ,  

70,  The a i d  comnitments o f  the  Communist countries between 
'1955 Fad June 1967 anounted t o  $393 mi l l ion ,  (USSR $232 n i l l i o n ,  
Eastern Europe $145 mi l l ion ,  China $16 n i l l i o n ) .  The drawings 
mounted t o :  USSR $53, Eastern Europe $29.5 n i l l i o n  end 
Cormunist  China $8 n i l l i on ,   Sy r i a  i s  the  only  country of the 
South Mediterranean  Basin where, during tine per iod  considered  in  
t h i s  Note,  Cormunist economic a i d  has exceeded  V?estern aid. 
The Cormunist countries  have, i n   p a r t i c u l a r ,  provided f o r  t he  
construction o f  ceaent works, flour n i l l s ,  sugar r e f i n e r i e s ,  
the  o i l  r e f i n e r y   a t  Homs and i t s  expansion,   text i le  mills, 
f e r t i l i s e r   f a c t o r i e s  and a n   e l e c t r i c  power s t a t i o n ,  They have 
also  supplied  Syr.im  industry w i t h  various  mechanical and 
e lec t r ica l   equipnent ,  The Russians  are   especial ly   act ive  in  
the  fol lowing  sectors :   petrolem  (dr i l l ing,   prospect ing,  
geological  surveys)i  a r iculture  (Euphrates  barrage,   study o f  
"the hydrological  possi  %-"- i l i t i e s  o f  the  val leys  o f  the  Orontesp 
Euphrates  etc. ,   technical schools )  comunicztions  (roads,  
topographical  surveys p brfdges,   ra i lway  Lat takia-Quamishi l i )  L 

The Syrian  leaders  are  counting  almost  exclusively on the   a id  
of Comunist   countries  as t o  foreign  f inancing of t h e i r  second 
Five  Yecr  Plan, For t he   r ea l i s a t ion  o f  these  projects ,  515 
technicians from t'ne Comunist   countries have  been i n   S y r i a ,  
350 coming frora Russia,  ..l50 from Eastern  Europe and 15 frora 
China , 

71 I) l!Iilitc.ry  aid by the C o m u n i s t  countr ies  t o  Syria fron 
1955 to.1960  has  mounted t o  $374 million,  Czechoslovakia  has 
supplied arms t o  the  value o f  $47 n i l l i o n ,   s e l l i n g  on c r e d i t  
terns .  The USSR has supp1ie.d mil i tary  equipnent   north $327 
mi l l ion ,  o f  which $167 mi l l i on   i n   t he  fom1 o f  g i f t s  and the  
r e s t   c r e d i t .  The arms gif ts   represent   nore   than  three  t imes 
the  value of S y r i a ' s  drawings  on  Russian  econonic  zid commit- 
ments i n   t he   cou r se  o f  the same per iod .   Reht ive  t o  the 
population,  the arms de l ive r i e s  t o  Syria m e  grea te r   than .  
those t o  the U;?r, ?.ild t o  Algeria,  about $68 p e r  i n lmbi t an t ,   i n  
Syria ?,S c".gainst $48 f o r  Egypt  and $20 f o r  Algeria, This 
comparison throws l i g h t  on the  importance o f  t he   l i nks  between 
the  Syri2.n x m y  m d  t he  USSR which i s  p r a c t i c a l l y  i t s  s o l e  
suppl ier .  These links have  been reinforced ?.S a r e s u l t  of the  
Amb-Israeli  war of June I 967, the  arms l o s t  by the  Syricns 
h3.Vj-W been  replaced by the  Russizns. 
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EwL2t has received more than 81% o f  this Communist a id ,  
S y r i a  ll$, Algeria  55, TLmisia 2% ,and Morocco l e s s  than 
l$. L i b y a ,   I s r a e l  and Lebanon do n o t  r ece ive  a i d  from 
t h e  Communist co.mtr ies . ,  

(1) Mention should be rnzcle here  o f  r e c e n t  airl 'from' Kuwait,, 
Libya and Saudi Arabia ($266 m i l l i o n )  which t o  some 
e x t e n t  has made good t h e  losses caused  by  the  c losure 
of  the  Suez Canal; stlso t h e  Egyptian medium term  debt 
t o  I&W which amounts t o  $104.7 m i l l i o n .  

( 2 )  In t h e  case of Algeria both Commuiiïst and Western a i d  starts 
i n  1962. 
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TABLE  VI1 

EVOLUTION OF COMMUNIST  ECONOMIC  LID  TO  THE  SOUTH 
MEDITERRANEîXT  CTUITTRIES 

---”- 
(million US pl) 

New  aid comitments Drawings 

I I I 

I I I 
SYRIA 
Soviet  Union 100. O O O 
East  Europe 17.1 40.0 50.0 
Communist  China O 16.3 O 
TOTAL 117.1 56.3 50. O 
UAR 
Soviet  Union 500.0 502 .I O 
East  Europe 66.7 184.4 230.4 
Communist  China 4.7 80.0 O 
TOTAL 571.4 766.5 230..4- 
ALGERIA 

” 

Soviet  Union O 227.6 O 
East  Europe(1) O 21.0 O 
Communist  China(1) O 50.0 O 
TOTAL I O 298.6 O 

TUNISIA l 
Soviet  Union 1 0 1 33.2 
East  Europe ‘ 9.8 
Communist  China O O 
TO TAL 9.8 44.7 I O 

I I 

MORO C C O 
Soviet  Union l O I O I O  
” 

East  Europe O 4.8 30.0 
Communist  China O O O 
TOTAL O 4.8 30.0 

Total  Mediterra- 
nean  Countries 
Soviet  Union 600. O 
East  Europe 93 .6  
Communist  China 4.7 
TOTAL 698.3 
Total  Developinq 
Countries 
Soviet  Union 2402.9 1881.2 401.6 
East  Europe j61.i 925.3 570.3 
Communist  China 168.8 564.1 141.8 
TOTAL  2932.8 3370.6 1338.7 
(1) In  addition  Eastern  European  countyies  granted  as a gift $1.5 million 

to Algeria,  and  gifts  from  Communist  China  amount to $2  million. 
Gifts  from the Soviet  Union amounted to $5.3 million. 
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TH% ECONOMIC DEVELOPIVEN$ OF CYPRUS 

P 

( a )  Des_c_ription  of t he  &con.omg 

1, Indepen2ent  since September  1964, Malta f o r  centur ies  
has been a. Western ou tpos t  i n  the  centre  o f  the  Mediterranean, 
f a c i l i t a t i n g   t h e   c o n t r o l  o f  the   sea  routes  between Gibraltaro 
Suez and the  Bosphorus. Since  the  19th  century i t s  economy 
and i ts  prosperi ty  have  been  linked t o  the  presence o f  Br i t i sh  
mi l i t a ry  and naval bases o n  i t s  t e r r i t o r y  and t o  t h e   a c t i v i t y  
of the  port  o f  Valetta, 

2, A ser ious  economic  problem has now arisen  because 
of the withdrawal - which w i l l  be completed i n  a few years - 
of  the Brit ish naval and mi l i t a ry   fo rces  and because o f  the 
need t o  reconvert and modernise i ts  dry docks(1) and d ive r s i fy  
some o f  t h e i r   a c t i v i t i e s ,  The closing o f  the Suez C a n a l  i n  
June  1967  created new d i f f i c u l t i e s  f o r  the  hlaltese economy 
as a r e s u l t  o f  the  re-routin? o f  ships  which i n  the  ordinary 
way mEke use of the   por t  facilities of  Malta, A t  l e a s t  some 
of  the 5,000 people who, a t  the  beginning of 1367 were employed 
i n   t h e  dockyards, are  threatened with unemployment. 

30 With an  a rea  o f  only 320 square  kilometres, of which 
one half i s  unsui table  for cul t iva t ion ,  nlialta has l i t t l e  i n  the 
way o f  natural ~ ~ S O U T C ~ S ,  p a r t i c u l a r l y  as regards  water  supply, 
a s i t ua t ion  which shows l i t t l e  sign of  improvement. The 
population ( 317p000 inhabitants i n  1966) i s  s l i g h t l y   l e s s  than 
that o f  Lwrembourg, which has a te r r i to ry   e ight   t imes  as e-eat .  
Over-populated, Malta has managed t o  diminish i t s  t o t a l  
population  over  the l as t  ten  years  by an act ive  pol icy o f  
emigration  to  the  United Kingdom and the  other  Commonwealth 
covntries, and by a reduction i n  the  b i r t h  ra te   ( the   c rude  
b i r t h  r a t e   f e l l  f rom 2.3$ i n  1961  to  l07$ i n  1966 ) 

4 A  The Maltese economy i s  essent ia l ly   geared  to   the 
provision o f  services ,  Although t h e   a v a i l a b l e   s t a t i s t i c s  on 
the  sector  composition o f  t he  GNP r e l a t e   t o  1964, they  give a 
precise  enough idea  of t he  r ô l e  of  t he   t e r t i a ry   s ec to r  and the  
mili tary  bases i n  the  economy: 

Sector Cont r ibu t i ,on  t o  GNP 

Agriculture 7$ 
Construction 
and Mining 
Industry 
Commerce 

" - ~~ 

(1) These have  recently become the  property of the  &d.tese 
government. 
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t 

Sector 
Wœ” 

Transport and 
Telecommunications 
Administration 
Other  Services 
(of which 
a c t i v i t i e s   l i n k e d  
with mi l i t a ry  
bases)  

Cont- buti ion t o  GNP 

5% 
. .  . . 

The d is t r ibu t ion  of labour  employed a l s o  brings out. t he  importance 
of t h i s  s e c t o r p   t o  which 59$ of  the 97,364  people  economically 
ac t ive  i n  1966  belonged, It is ,  however, impossible t o  give a 
prec ise   f igure  o f  t he  number of Nd-tese employed a t  the   mi l i t a ry  
bases, In  t h i s  same year  the number of reg is te red  unemployed 
amounted t o  7,770, or about 8$ of  the  working population. 

5. In.  1966 the  gross  national  product at  market p r i ces  
was S62.5 mil l ion(2) ,  o r  about $550 per  head. This f igure,  which 
i s  r e l a t i v e l y  high, disregards  the  very slow growth of the  
economy i n  the course of  the  present decade. The UN s t a t i s t i c s  
bring o u t  t h e   f a c t  that  t he  same GNP i n  constant   pr ices   rose 
from $44*7 mi l l i on  i n  1960 t o  847.4 m i l l i o n  i n  1965, o r  a r i s e  
of 6% i n  5 years. The mual r e a l   r i s e   p e r  head of population 
was only l e g $  du r ing  t h i s  period(  3). 

6, Vines,  wheat, bar ley and fodder.   plants  are  the  chief 
crops i n  the  i s l and .  Horticulture and potatoes  supply n o t  
o n l y  t h e   l o c a l  market  bct   yield an export. However, t h e   l o c a l  
agr icu l tura l   resources  a r e  insuf f ic ien t .  Malta has t o  import 
a high percentage o f  the f o o d  consumed (wheat,  meat, milk,  f rui t  
,and fodder  cereals).   Fishing  only employs 1% o f  the  working .. 
population and its products do not  even  cover  local  needs. This 
sector  could be developed s o  as to   he lp   reduce  the country*s 
food  def ic i t .  E f f o r t s  are  being made t o  ra i se   the   p roduct iv i ty  
of t he   ag r i cu l tu ra l   s ec to r ,   t he  more s o  as industrial development 

,’ w i l l  gradually encrG.ach on l and  su i tab le   for   cu l t iva t ion .  

7. Industrial a c t i v i t y  i s  l imi ted  t o  l igh t  industr ies :  
manufacture  of  tobacco, food  products, t m e r i e s ,  l igh t  meta l ’  
manufacture,  brewing,  synthetic  textiles,  manufacture of 
chemical  products based! on rubber, The s ta te   subs id ises   the  
development of  t he  industr ia l  sector  on which it counts t o  
absorb manpower thrown o u t  o f  work by economic changes i n  recent JJ 

years, 

(1) Esti?nate, t o  be  t reated with reserve. B 

. . .  . .  . .  
4 ” . .41c1 

UN Bu l l e t in  Mensuel de Statist ique,   February 1968 
This   f igure i s  due p a r t l y  t o  a 3.1% fall i n  the  population 
Over the period. 
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8. Tourism i s  o f  very  great  importance  for  the  Maltese 
economy. This industry has developed  very fas t  i n  the  course 
of  the  present  decade  opening up new employment prospects 
espec iLl ly  f o r  female l abour ,  In  1966, 72,880 t o u r i s t s   v i s i t e d  
the i s l and ,  o f  whom 70% were Bri t ish.  The development of 
t o u r i s m  is, however, hampered by two important  obstacles: distance 
f rom the  Nor th  o f  Europe where most of  t h e   v i s i t o r s  come f rom,  
and lack o f  h o t e l  accommodation and o f  f a c i l i t i e s  f o r  l e i su re ,  
The imp-rovement. i n  t r a n s p o r t ,  especial ly  by air, and the  reduct ion 
i n  f a re s  would be an excellont means o f  promoting this branch of  
t he  economy, 

9. Although the  trade  balance of Malta t r a d i t i o n a l l y  
shows a d e f i c i t ,  an important p a r t  of t h i s  i s  balanced  by 
invis ibles ,  as is shown by the . fo l lowing   tab le  f o r  the   years  
1964-1966: 

. .  . . . . .  
' . (1s mill ion g )  

Export o f  goods 
Import o f  goods 

~ Trade d e f i c i t  
Export o f  services  
Import o f  services  

investments 
~ Net revenue  from  foreign 

Net d e f i c i t  1 - 5 . 2 0 .  

Source: Bu l l e t in  Mensuel de S ta t i s t ique   des  Nat ion  Unies - 
February 1968, . I 

During th i s  period,  whereas  imports have r i s e n  moderately (+12$)9 
exports o f  goods  have  increased  greatly (+56$); but sales of 
services have  tended to   s tagnate  owing, no doubt, t o  t he  continued 
rundown of the   mi l i t a ry  bases. The s t ruc ture  of  foreign  t rade 
r e f l e c t s   t h e   p a t t e r n  o f  the  Naltese economy based as it i s  
on the   t e r t i a ry   s ec to r  and on the  possible development of a l igh t  
industry and processing, 

10. The bulk of  Malta's foreign  t rade i s  with Western 
Europe, par t i cu la r ly  with the  United Kingdom and the  Common 
Market. In  1966 the  geogrzphical distribution o f  Malta's 
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Expo* Impor t s  

USA and Canada 11, g$ 6.4% 
United Kingdom 30, H* 38.% 
EEC 16.1% 27 3% 
Rest of  Western &Wope 12.6$ 7.75 
Communist countries O. 7$ 5.2$ 
Others  not  specified 28 c 5% 1502% 

--. 
loo.* 100.0% 
- .  - 

11. . TLe d i s t r ibu t ion  by product i s  n o t  avai lable  f o r  1966, 
but i n  1965 im or t s (1 )  o f  foods tu f f s  represented  about 29% o f  
the t o t a l ,   m & h . r e d  products 44%; mineral   fuels 6.4$0 One- 
third.  .of ..exports  c0ns.i-sts -of .tex.ti.Xes-, .fabrios .and clothes-, . . + '  ... . '. . 
13% a g r i c m  and hor t icu l tura l   roducts   (espec ia l ly  wine, 
potatoes ,   f lowers ,   o i ls  anci greases , t he  rest o f . t h e   s a l e s  , .  

being  'mainly o f  manufactured  products and scrap  metal; One must 
stress the entrepôt   rôle   of  l'Ialta, whose re-exports t o  the 
extent  of SC$ were i n  the  form of supplies t o  ships  and a i r c r a f t  
call ing at  t h e  i s land .  Currently  there may well be some reduction 
i n  t h i s  activity. 'because o f  t he  run down o f  the bases and the  
closing o f  Ithe Suez C a z l d .  

P 
. - .  

( c )  -Economic D e v e i o e  ,and  Western' A i d  

12 0 Malta is current ly   .carrying  out  its second p l a n  of 
economic development  covering the  per iod.  196L?-1969. This plan, 
worked out  1argely"on the' advice of' United Nations experts, 
f o l l o w s   o r t h e  first Five' Year Plan 1959-1964 put   in to   e f fec t  
while Malta w a s  still under Br i t i sh  protection. 

3-3 The first Five Year Development Plan, revised in  1961 
t o  take account of modifications  already  envisaged i n  the .isl-and'.s 
rôle of  mili tary  base,   provided  for a global  expenditure o f  
e35.8 mill ion.  This sum was financed as t o  .$Z?9.1 m i l l i o n  by the  . 
United Kingdom, $4 mi l l ion  by l o c a l  l o a n s p  &2,7 m i l l i o n  by a 
l o a n  from the  World Bank intended f o r  the  construct ion of  a power 
s t a t i o n  and a f a c t o r y   t o  dist i l  sea water. 

1 4  The second  Five Yecv Development Plan 1964-1969 envi- 44 

saged state   investments  of the  order  of E38.4 million,  financed 
largely by the  United Kingdom within the  framework or" the f inanc ia l  
agreement' signed i n  1964.. This plan proposes t o  encourage the  

encourage  the  setting-up of new indus t r ies  i n  the   i s land  and 
tour i s t   indus t ry ,  t o  increase   agr icu l tura l   p roduct iv i ty ,   to  1' 

t o   f ac i l i t a t e   t he   emig ra t ion  of a p a r t  of the  ,population. . .  . .  . .  . . . . .  
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z 

1 

It was also  intended t o  c rea te  a f r e e  p o r t  i n  &Ialta, The 
f inanc ia l  agreement  between Malta and the  United Kingdom 
envisaged economic aid by the   l a t te r   spread   over  10 years amounting 
t o  C50 m i l l i o n .  A sum o f  KL8,8 mil l ion was t o  be  put a t  t he  
disposal o f  the  Maltese Government over  the  period  April1964 
t o  March 1967. The balLwce, &3l,2 mil l ion  would  be  spread i n  
principle  over 7 years  ending i n  1974. S t a r t ing  f rom March 1967, 
the a&hua2”’swns .due t o  t he  l!laltese A u t h o r i t i e s  would be  the 
subject o f  negotiation and t h e i r  payment would depend on  t h e  
maintenmcc o f  t h e  agreement of Mutual Aid and Defence concluded 
between the  t w o  countries.  During  the f i r s t  5 years  o f  t he  
programme, 75% of  the a id  would be  given i n  the f o r m  of g i f ts ,  
the  other  25% i n  the  fo rm o f  interest-bearing loans. The 
d i s t r ibu t ion  between gifts pad loans  granted  between  1969 and 
1974 will depend  on negot ia t ions which should  take  place during 
that  period. The United Kingdom also  undertook t o  spend 
C1 mill ion i n  restor ing  publ lc  and h i s t o r i c  buildings occupied 
by the Br i t i sh  Au thor i t i e s   i n   t he  framework o f  the Defence 
Agreement with Malta. In addi t ion   the  British Government has 
recently  accepted t o  grant a supplementary  assistance amounting 
t o  g3 million f o r  the  modernisation and thc  operation  of  the 
dry do cks , 

15. Other  Western  countries  have  also  granted some aid 
t o  Malta; she  received,  according  to OECD s t a t i s t i c s  $490,000 
o f  net   public gifts  i n  the period 1960-1965 from the  United 
S ta tes  o f  Americ~~, Canada, I t G a y  and Germany, and $380,000 i n  
public loans f r o m  I t a l y ,  In Apr i l  1968  moreover, this l a t t e r  
country  granted  the  Maltese Government a c red i t  of $4.8 m i l l i o n .  
on favourable  terms, No aid has been grxnted by the  Communist 
countries  since  independence, Howeverp the  USSR is showing n 
growing i n t e r e s t  f o r  t h i s  i s land ,  a t rade  mission has just 
v i s i t ed  Valetta wi th  a view to’   increasing  &rade between Malta 
and the  USSR, The Soviets  have  also  offered t o  prospect f o r  
petroleum and t o  send some o f  t he i r   t r zwle r s  t o  t h e  island’s 
dry docks. 

16. The implementatipn o f  t he  two plans o f  development 
seems t o  have  been on the  whole sa t i s f ac to ry  up t o  now. A growth 
i n  economic a c t i v i t y  has been  achieved which lias more than made 
up f o r  the contract ion in  the  expenditure o f  the  Armed Forces i n  
Malta, Nevertheless,  there i s  anxiety as t o  the  economic fu tu re  
o f  the  i s l a n d  on two counts. It i s  becoming d i f f i c u l t  t o  c r ea t e  
new work f o r  t he  male population and only  eight new enterpr i ses  
employing more than 100 people  have  been se t  up. A l a rge  number 
of  new enterpr i ses  make t e x t i l e s  and clothing  products,   the 
export o f  which may prove d i f f i c u l t   i n   f u t u r e .  Malta, however,‘ 
badly  needs  export  indus-tries. With regard t o  the  reconversion 
o f  the  dry  docks  to meet the  needs o f  mercha t  shipping, a 
r ecen t   o f f i c i a l   r epor t (1 )   s t r e s sed   t he  need, as far  as the 
economy . I  was concerned, t o  . .  build a f l o a t i n g  dock , . . .  capable of taking 

(1) Report o f  the  Joint Mission f o r  “ I ta  - 18th July,  1967 - 
HMSO Londonp Cmnd 3366. 
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NLlTO  COhTIDE.NTIfi -44- m 
ships up: to 2OO,OOO tons.  This  report,  established  by a mission 
of British and Maltese  high  officials  headed  by  Lord  Robenso 
contains a realistic  programme for the  future  for  the  economy 
as a whole. An extract of the report indicating  the  main  points 
of this  programme  is  given  at bnex 11. 

17. The  Government  is a l s o  trying  to  attract  investments 
to  the  islsnd. To this  effect,  trade and investment  agreements O 

have been concluded  with  the  Federal  Republic  of Germany, the .i 

United  States,  Italy and Yugoslavia.  Agreements  with  Japan 
and  Czechoslovakia are being prepared. The  Czechoslovak 
Government  seems  interested  in a sort  of  industrial  consortium 11 

financed  by  Czech,  British and Maltese  funds,  which  would  study 
the  setting up of  new  industries on the  island. A Japanese  firm 
has  announced  that  it  proposes to set up a factory  in'  Malta to 
assemble  air  conditioning  plant. 

(d) 

18. The  Second  Development Plan (1964-1969) will end 
at  the  time  when  Malta is going  through a transition and 
reconversion  pericd  which will continue  over  the  next  decade, 
Malta  remains  very  vulnerable  to  external  conditions  over  which 
she  has no control,  as  the  current  crisis  in  the  dockyards  shows, 
Her  economic  prosperity  is  entirely  due  to  her entrepôt role, 
tourism,  her  capacity  to produce for  export  at  competitive 
prices.  This  ability  to  compete  will  be  vital  in  the yeus to 
Come- In this  respecto blta is  less  well  placed  than  certain 
neighbours and direct  comL.ctitors  such as 'Punisia o r  Sicily, 
OWiW to the  aI..mOst  complctc  absence  of naturd resources a d .  
a local.  market.  Any measure which,  would  ease  the  export of 
Maltese  Products to the  Western  countries or investment  by  them 
in  the  island  .would  be  most  useful  in  supporting  the  Maltese 
economy. 

B. CWRÛS - 
19. Independent since 1959, C y p r u s  occupies m importat 

geographical  position  in  the  South  East  Mediterranean. Prom 
bases  located on its  territory,  it is possible  to  cover  the  whole 
Middle  &st and especially  the  petroleum  deposits  of  the  Persian 
Gulf region. With an area  of  9,250 square kilometres,  of  which 
4,320 w e  suitable for reguul,v cultivation,  the  island  has a 
population of 615,000. Over  the  last  few  years  the  population 
growth  has  beEn  slight,  about l$ or about  the  same  as  in  Western 

explsins  this  situation. 
Europe;  emigration  to  British  Commonwealth  countries  partly î4 
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-4 5- m - 
20. Essent ia l ly  an agricul tural   countryp (4% of the  

working population a r e  engaged i n  agricul ture ,   forestry and 
fishing), Cyprus a l s o  has, r e l a t i v e  t o  i t s  size,  considerable 
mineral  resources: chrome ore9  copper, i r o n  pyri tes ,  gypsum, 
asbestos  etc. The standLwcl of l i v i n g  i s  r e l a t i v e l y  high, In 
2966 the  GNP per  head a t  market  prices amounted t o  $730, 
showing a r i s e  of 5% r e l a t i v e  t o  the  preceding  year. This 
figure, comparable t o  the  Greek GNP per head, i s  de f in i t e ly  
higher than i n  the countr ies  examined in   the  present   s tudy,  with 
the  exception of I s r a e l  and Libya ( t h e   l a t t e r   b e i n g  a spec ia l  
case). Between 1960 and 1965, t he  economy  adv,anced at  a 
sa t i s fac tory   ra te .  In  rea l   t e rms   the  national product  per  head 
rose 4.8$ per  yeare 

21. The trade  balance o f  Cyprus is always i n  d e f i c i t .  
The d e f i c i t  i n  1966 reached $76.5 m i l l i o n ,  a l m o s t  as much as 
t o t a l  exports ($78.1 mill ion).  In  that yecm the  main exports 
were f o o d  products  wines m d  tobacco  (c, 47% of t o t a l ) ,  and 
raw materials (45$)e Sales  o f  machinery, t ransport  equipment 
and other  manufactured  products  only  accounted  for 8% of 
exports.  Cypriot  imports  were as follows: f o o d  products, 
beverages  etc. 16%; chemical  products l@; f u c l s  g$; raw 
materials 2$; manufactured  products,  machinery and t ranspor t  
equipment 63%. C y p r u s  mmages t o  o f f se t  a l m g e  p a r t  o f  i t s  
t r a d e  d e f i c i t  with the  revenue  received  by the  Government from 
the  mil i tary  bases   located o n  i ts  t e r r i t o r y  and the  United Nat ions  
forces, In  1965 this revenue  anounted t o  $62 million. Tourism 
could a l s o  become an irilportavlt source of hard  currency but t h i s  
industry s t i l l  feels the  pressure of events which have  troubled 
the i s l and  i n  recent  years. 

22, The t a b l e  below indica tes   the  p a r t  played  by  different 
countries i n  the   fo re ign   t r ade  of Cyprus. The United Kingdom 
and the Common Market m e  t h e  i s l a d * s  chief  suppliers and 
purchasers. 

STRUCTURE OF THE' FOREIGN TRADE OF' CYPRUS I N  l966( 1) 
. . . . .  I . . . .  . .  . . ,  . .  1 

, .  , . . 

Communist countr ies  
Other  Free World countr ies  

-. . 

(1) Source: IlQ? - Direction of Trade9 lmud Svqplement COVi.ring 
1962-19660 
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.23, Precise and comprchensive  information on Cypriot 

development p lans  are  not  available. The first Five Yoar Plan 
(1962-1966) envisaged  investment  outlay of $173.6 million, 
especijlly f o r  the development o f  water  resources, the ports 
of Famagusta and  Limasol, the electrification of the country, 
the expansion of the agricultural  sector,  the  construction of 
roads m d  airports and a telecommunications network. Al1 these 
projects imply substantial foreign aid, especidly British. ' d 

This p l a n  has not been completely  implemented,  the  investments 
made having reached $109.2 million only. The  second  5-year 
p l a n  for  the period 1967-1971 aims at an average  yearly  rate 
of growth o f  GNP of 6.55; it  gives  priority  to  agriculture 
with the main emphasis on lail reclamation and irrigation schmcs. 
According to  OECD statistics,  Western aid from 1960 to 1965 - 
net cleliveries of American  agricultural  surpluses,  net  publiç 

..: 

$1 

9 ifts  and s o s s  public loans - amounted to $81 million, of which 
59.10 million came from  the  United  Kingdom, $19.34 million from 

the United States, $2.51 million from Germany and $5O,OOO 
. from Canada and Sweden, In addition,  during this period, 

. .  C y p r u s  received UN aid amounting to $2.83 million. Loans 
from IBRD amounted, on 30th June, 1967, to $19.2 million. 

24. Economic  aid from the  Communist  countries has been 
very slight, It consists merely of a credit of $1.3 million 
granted in 1961 by Poland for the  development  of the port of 
Famagusta. This credit was f i l l y  used, In 1964 the 
International Press referred to a promise of aid by the  Soviet 
Union(l), but the latter in fact does not appear to have  grsntcd 
anything. No military aid has been granted to clyprus by the 
C h m m i s t  countries;  Czechoslovakia is said  to have offered to 
deliver arms to the Cyprus  Government but the latter is thought 
t o  have refused the offer. 

25. Although still under-developed, C y p r u s  has various 
advantages as regards economic  growth: fertile land, an active 
population and a fairly high national product. Unlike many 
other countries ,in the axa, Cyprus is not subjected  to 
population pressure.  Western aid has not been lacking since 
independence and it is likely that the industrialised countries 
w i l l  continue to support  domestic  efforts  to develop. The 
economic expansion of the  island  depends to a great  extent on 

. exports consisting mainly of basic  products  intended for Western 
Europe~an markets; it is therefore  indispensable  that  Cyprus  should 
maintain and, if possible,  enlarge its outlets in this part of 
the world. 

. . .  I .  , I  . .  . .  . , . . .  11 

(1) Agreement on vlMeamcs of  practical  aid f o r  Cyprus  which "the 
USSR'will take  encbling  Cyprus to mintain its independence 
a d  territorial integrityrt signed in Moscow 30th September, 
1964. (See Financid Times 20th October, 1964). 

7 

NATO CONFIDENTIAL -46- 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



“i 

-47- 

CONCLUSIONS 
-a- 

I. INTRODUCTION 

The programme which  is  set  out  in  the  previous  chapter 
is m ambitious one. Given  the  scale and urgcncy of the  problcms, 
it is clealy important to set the  sights  high*  Otherwise  the 
effort  necessary for success will not be forthcoming. On the 
other hmd, it  is  equally  important  that  the  objectives  set 
should  not  be  impossiblc of achievement:  to do so would run 
the risk of creating  false  hopes to be followed  by  subsequent 
disappointment and recrimination;  it  could =CLSO lead to rash 
policy  action  which could produce both  wastcful  investment 
decisions and damaging  inflationary  pressures. 

The  operational  feasibility  of  thc  employment p r o g r m e  
which we have  outlined  in  this  report c m o t  be  established  by  .any 
kind of statistical or scientific  proof.  It  is  essentially a 
matter of judgment. In arriving at  such a judgment, a number 
of different  factors need to  be  considered. The nain  points  at 
issue are :  

(i) 

(ii) 

Malta’s  ability to attract  the  right  kind  of 
investment  in  manufacturing  inclustry and t0uri.m 
on a sufficient  scale; 

the  capacity of the  Maltese  administrative  and 
decision-taking  machinery to put  through  the 
action programme in  the  time  required; 

the  ability of the  construction  industry  to  carry 
out  the  necessary  investment  in  the  time  required; 

the  seriousness of the danger thzt  the  increased 
investment  will  generate  inflationary  pressures; 

the  extent  to  which  increased  employment in 
hotels a.nd manufacturing  is  likely  to  generate 
new  employment  in  other  sectors  of  the  economy, 
given  that  some  fall  in  employment  in  the  reet 
of the  economy  is  likely  to  result f r o m  the -, 

withdrzwzl of British  servicemcn and their 
families. 
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CHAPTER 1 2  

RC T I O N  PROGRAN!dE 

I. INTRODUCTION 

This chapter i s  designed, f o r  ease  of  reference, t o  x 
ident i fy   the   s t r r teg ic   recomnendat ions   conta incd   in  t h o  Report. 
Howevero the  Mission  wishes t o  emphasize t h a t  f o r  the  purposes 
of follow-up zc t ion  by the two Governments  concerned, the 
Mission's  Report  should be taken  as  a whole including n l l  3, 
recomnendations  contained i n  each  chapter. 

Chapter 1. INTRODUCTION 
I 

Chapter 2. THE INFWLSTRUCTLTRE 

P,, E l e c t r i c i t y  

( i )  The p r o g r m m  f o r  the  Stage II extension of lrB1l Power 
St2.tion  should be s t r i c t l y  followed so  tha t   t he  first 
30-megm~?.tt  steam turbines  can be brought  into  operation 
by August 1969 2nd the  second  set  during 1970, 'Po this 
end the  problem o f  f inancing  Stage II nust  be solved 
immediately; 

( i i )  If by December 1967 i t  emerges t h a t  it will not  .be 
possible  t o  have the  f i rs t  genera tor   in   opera t ion  by 
the  winter o f  1969-1 970, then  an  innediate  order must 
be placed f o r  a 13 megawatt gas  turbine  gcnerctor;  

( i i i )  If L? gas turbine  capacity h m  t o  be inst? . l led this 
s h o u l d  not be  allowed t o  delay  the  instcAlat ion o f  the 
ste;lm genemting  capacity i f  power cu ts  cre  t o  be 
?.voided i n  t h e  winter of  1970-1971. 

NATO UON.FIDENTIAL -48- 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



1 

-49- 

( v i i )  A s  soon 3s the  master p1.m f o r  the islands i s  
completed the  Public Works Department should as f a r  
zs possible  build  roads ahead o f  h o t e l  and v i l h  
developments 

D. P o r t s  

( v i i i )  Immedi~.te  steps  should be taken t o  r e c r u i t  cnd 
t r z i n  p i l o t s  f o r  Malta 's  p o r t s ;  

( i x )  11 separate  P o r t  Authority  should be est3.blished t o  
r m  I k l t ~ .  ' S p o r t s  5 

(x) The progranme f o r  building  quays,  storage  spcce and 
passenger   t e rmina l   fac i l i t i es  shoulci be completed 
without  delay. 

E. A i r p o r t  

(x i )  The land  required f o r  future  extension of the  runmy 
should be  earmarked  immediately f o r  this purpose ,?net 
the   a i rport   bui ldings  should be expanded t o  double 
their   present   capaci ty .  

F. Telephones 

( x i i )  TIIC present   progr 'me of extensions  nust  be conpleted 
imiediately rnd t h e  overseas  service  inproved, p o s s i b l y  
by ob tz in ing   add i t iond  lines t o  London. 

Chapter 3, DRYDOUICS 

(i) The two Goverments  are  urged t o  t&e  s tcps  
inmedictely t o  s e t t l e   t h e  ownership problem; 

(ii) When the  ownership Lpm-blem is solved  the  drydocks 
should  rever t  t o  Malta,   free t o  operate o n  2 
conmercicl  basis; 

(iii) The Bri t ish Government should do a11 i n  i t s  power 
t o  r e l e a s e   f a c i l i t i e s  t o  provide  ~.c!dit ional met 
berthage; 

( i v )  The B r i t i s h  Government should  put i n  hand the 
necessc?ry f e a s i b i l i t y   s t u d i e s  f o r  3. flo?.t ing dock; 

(V) The inQustria1  engineering  departacnt o f  the  dry- 
docks should be hived-off from s h i p  r epz i r ing  work. 
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Chaptec 4.. ~ ~ U R I S l f I  

(1) iipprovc?l must be given t o  8 land-use  plan  for  the 
nTorth Western  Region  immediately, The nrem f o r  
hotel   developent  throughout  the  "Ibltese  Islands 
r m s t  be delineated as  a n a t t e r  o f  urgency  vhile  the 
o v e r d l  nasfer   plan is proceeded with as  f s s t   a s  
possible. 
~ 

( i i )  IL phtlsec? m d  co-ordinated  progrmme f o r  the  proGision 
of se rv ices  t o  hotel  developnent 7n-ec.s r m s t  be drawn 
up by the  Public Vorks Bepartment' i n  consul ta t ion . . -  
vi th  tile  Tourist B o m d ,  t he   E lec t r i c i ty  Board and the 
Post Office. 

( i i i )  The Tourist  B o m d  should be recons t i tu ted  and given 
g r e z t z r  m t h o r i t y  so t h a t  i t  c m :  

c 

,-..clvise  on land  use  planning; 
co-ord ina te   se rv ices   in   tour i s t  development 
arezs  ; 
be consul ted  in   the  planning o f  v i l l c L 9   f l a t  
?.ni! h o t e l  development; 
consul t   fu l ly  with the  Development Corporation 
on a11 natters  involving  tourism; 
mxde and inspect   hotels ;  v 

formulate wtth the  Ministry of Labour a policy 
tomzrds r ec ru i t i ng  key expatr ia te   personnel  5 

momote  t ra in ing;  * 

encourage  the  development o f  z n c i l l a r y   t o u r i s t  
f z c i l i t i e s  and a t t r a c t i o n s ;  . .  

?Avise  on and regulate  the  developnent of 
i n t e r n a l  2nd external  communications; 
plan  cultural ,  programmes; promote tou r i sn  
ac t ive ly  and ef fec t ive ly ,  

( i d  The cluestion of es tabl ishing a -trr.ining  hotel i n   t h e  
islmds, it,s ownership and finance  should be 
urpmtly  considered. 

(V) Training  "on  the jobt1 i n   t h e   h o t e l  and- c,?teril% 
industry  should be d e a l t  with i n   t h e  szme nay 2s i n  
nz.nufz.cturing  industry. 

hotels .  
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( v i i )  A new nppraisal  o f  t ou r i s t   po l i cy  ~ ~ u s %  be cmyiecl 
out bnsec? on a thorough c?.ssessment o f  the present 
=I.nd fu ture   t rends  o f  tour i sn  frm thc  Unitcd Kingdon 
and Northern  Europe t o  the   Medi te r rmem ?.re,?. 

( v i i i )   S p e c i a l  inducements  should be offered- s o  t h z t  ho te l s  
o f  40 o r  20 beds be encouraged. 

( ix)   Expatr ia tes   should  in  most cases he given  five-year 
work perni ts   provided  they  t ra in  Mtlltcse successors. 

(x) A sm11 department f o r  the  developnent o f  handicraf ts  
should be s e t  up s t a f f ed  with experts iii design, 
production and marketing. 

( i )  The Development Corporation  should  investigD.tc  the 
problons o f  management, working cr,pitzl  ~ . n d  fzctory 
space  affect ing  the  smaller   es tabl ished f i m s ,  i n  
o rde r  t o  devise means f o r  encouraging  then t o  expand. 

(ii) Gonsid-erations  should be given t o  providixg  z2;moyricte 
f inp.mial   incent ives  t o  l oca l  shipovmers t o  zncourme 
the  establishment o f  a regiilar shi3;)ing service,  

(iii) A general  review o f  the c o s t  effect iveness  o f  the 
p rc sen t   i ncen t ives   i n   a t t r ac t ing  EC:~' i u l u s t r i e s  m.d 
izen emplopent m-fist be  undertrken, ia :x.rticu.Zar m 
examination  should be undertaken of t he   poss ib i l i t y  , 

o f :  

- providing more incent ive f o r  X;'I,?.ltcsc participztio:1 
i n  aew investment   projects ,   specif iccl ly  by 
concessionary  rates o f  successior,  duty. 

treating  expansion  schenes ox the SZLIC basis ?.S 
new p r o f i t s  f o r  the  purposes o f  c a p i t c l  a id ,  

( i v )  The present   factory  bui lding nust be 2.ccelcrated ?.nd, 
coccurrcntly,  the  planning ,and constx-uc-iiion o f  an 
i n d u s t r i a l   e s t a t e  of  a t   l e a s t  30 fc.ctories must be 
undertaken  imediately t o  ensure  that   the   supply o f  
f a c t o r i e s  i s  kept  ahead o f  demcnd,. The contrsct  f o r  
this inclustr ia l   es ta te   should be l e t  cn bloc t o  a 
s ingle   cont rac tor  with a s t r i c t  time limit on i t s  
completion. 

(v> The Devclopnent  Corporation  shoull!  imied.i?.tely s e t  
up m overscc1s promotion  organieatioil. 
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( v i )  Advisory  panels o f  businessmen  should be appointecl 
t o  ass i s t   the   p romot iona l   o rganiza t ion   in   Br i ta in  

p o s s i b l y  i n  Europe. 

( v i i )  The Development Corporation should  have  delegated 
au thor i ty  t o  extend  grant/loan C i d  of up t o ,  say, 
&250,000 per  project. 

( i)   Steps  should be taken t o  spread lmovledge o f  new 
f x n i q  techniques  through a stre;l&hening and P 
enlmgcnent o f  the   ro le  of the Gover-ment Agricultural  
Bxtension  Service; 

(ii) The present  policy  towards  the  dcvelopnent of glzss- 
house  culture  should be re-examined with 2% view t o  
determining  the  nost economic s i z e  of  unit. 

Cl1r.p t e r  7. CONS TRUC T I O N  

(i) A vizorous programme o f  t r a i n i n g  for s k i l l e d  2nd 
seni-dr i l led  construct ion workers must be lmnched 
i m e d i a t e l y ,  

Chapter 8. TRLINING AND PLACEMENT 

( i )   Addi t iona l   t ra in ing  and re- t ra ining pl2.Ces for 
teaching  the  basic   ski l ls   requirecl   in   nnizufactur ing,  
t o u r i s m ,  construction and o ther  occup3.tions  should 
be provic?ed imedia te ly   based  on the broad calculat ions 
s e t   o u t   i n  Appendix II o f  the  Report, 

(ii) A s  the more detailed  requirenzents  energe 2.s new 
p ro jec t s  a r e  cpproved,  provision f o r  more s p e c i a l i s t  
t r c i n i n g   f a c i l i t i e s  should be mcdc, 

(iii) The hmdware of t r a in ing   , i n   t e rms  o f  equiprxnt, t o o l s  

( i v )   Su f f i c i en t   t r a ined   i n s t ruc to r s  should be recrui ted,  

cnc l  materials  should be  improved. 

Key instructors.   should be sen t  on shor t  coursesl 
covering  such  subjects a s  job  ana lys i s ,   i n s t ruc t iona l  
techniques ?.nd training  assessrlent.  

(V) Training and Placement  Authority  should be 
est2.blished  with  the  following  duties: 

t o  z c t  as  a link between the Uillted Kiiigdon 
Depnrtnents   the  t ra ining  mtl ior i t ies  2nd t h e  
new employees; 
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4 i 
l 

t o  interview men before  discharge znd cssess  
then f o r  adaptab i l i ty  and t r a in ing ;  

trz.ining ; 
c t o  mrange f o r  pre-release and re-or ientat ion 

- t o  place men i n   t r a i n i n g  courses and eraploymnt. 

( v i )  Eiq>loyers who m e   w i l l i n g  t o  t r a i n  red-undant ne11 on 
b e h d f  o f  the  Authority  should be e l i g i b l e  f o r  sub- 
s id ies .  

( v i l )  Ten per cent o f  every enployer's p a y r o l l  shoulcl be 
nz.de up o f  men discharged f r o n  the  United Kingdom 
Deprtriments. l 

( v i i i )  ,'i training  allowance  should Se payzble t o  m n  under- / 

going  training  over cand above the   norm1  soc ic l  
secur i ty   benef i t s .  l 

I : l '  ' 
I 

(ix)  technical  training  inspector9"te  should be established, ,' ' 
(x) ii saal1 group of  Governent enployers '  ancl union 

representatives  should.  be establ ished t o  xlvise  on 
technicc l   t ra in ing .  

( x i )  The Polytechnic  should work in   c lose  hzrness  with 
indus t ry ,   d ign ing  i t s  courses t o  i n d u s t r i a l  needs,. 

Chapter 9. FXEEPORT 

Chapters 10 8c 11 GENERAL ISSUES AND CORCLUSIONS l P /  

N i  

! I ,  

(i) Discussions  should be ini t ia ted  betveex  the  United \ '  i 

KingClou mil Idalta  Goverments t o  devise 2.n mrange- 
nent  which  could  reduce  the  tiae  tzlrcn i n   g r a n t i n g  
vmivcrs t o  allow United Kingdom a id  noney t o  be spent 
o n  materizds and services  f r o m  th i rd  countries;  

l! ' 
I 

l 

(ii) A Consultative  Council s h o u l d  be s e t  up t o  acivise the  
Governuent on economic policy and t o  ctiscuss new ideas  
f o r  econonic  developnent. The Council should be 
chaired by a senior  Minister and cons is t  o f  CI sml l  
groul3 o f  men prominent i n  Government, inclustry and '> \ 
the  trsde  unions.  

/' ..--y 
' .  

t 
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