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COMMITTEE ON SOVIET ECONUKIC POLICY 
SOVIET MOVES VIS-A-VIS THE OUTSIDE WORLD 

Note by the Secretary 

At its meeting on 11th December, 1956 (1 ), the 
Committee decided that the International Staff should produce 
for discussion early in 1957 a detailed study on Soviet moves 
vis-à-vis the outside world, based on material contributed by 
delegations. 

2. This study is herewith circulated to delegations. It 
will bo discussed at the Committee's next meeting, a date for 
which will be proposed in the near future. 

(Signed) K.H. BEYEN 

Palais de Chaillot, 
Paris, X V I E . 

(1) AC/89-R/14, Item II 
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SOVIET MOVES VIS-A-VIS THE OUTSIDE VVQRLD 

SaTanary 

The economic activities abroad of the Soviet bloc 
pose a major political and strategic threat to the outside 
world. Since 1953, footholds have been secured in the Middle 
East, in Asia, and in Latin America- communist trade with under-
developed areas has more than doubled, and about one billion 
dollars in credits have been granted. Total trade with the out-
side world has increased by about one-half during this period, 
while the number of trade agreements has almost doubled. Two-
thirds of the new agreements have been with underdeveloped 
countries. Despite the appreciable expansion in Sino-Soviet 
bloc foreign trade in recent years, the total trade is still 
relatively small, but the increases in Soviet influence appear 
to be out of all proportion to the amounts of trade involved or 
credits granted. The jaost recent evidence shows that the inten-
sity of the drive has not slowed down. 

2. The prime aim of comnunist foreign economic policy is 
undoubtedly the weakening of Western influence in strategic 
areas of the world, by attempting to gain sympathy for the com-
munist cause from nations that are pro-western or neutral in 
their foreign policies. Recent events in the Middle East demon-
strate this clearly. 

3. The techniques followed by the Soviet group in pursuit 
of their aims are various. Offers of long-term credits at low 
rates of interest for the purchase of communist country capital 
goods are made to underdeveloped areas. Arrangements are made 
by the Soviet bloc for bulk purchasing of raw materials, usually 
on a bilateral and barter basis, tying up a significant portion of 
the export surplus of the underdeveloped countries for long 
periods of time. Technical aid is provided in connection with 
the deliveries of capital goods, while students from some under-
developed areas are trained in communist countries. In some 
areas, the Soviet countries have delivered arms against future 
delivery cf raw materials. Prices paid by the Soviet countries 
for raw materials under bilateral agreements are often above 
world market quotations- because of the barter nature of the 
trade and the difficulty of assessing the world price of Soviet 
exports, it is not easy to decide whether the trade results in 
any price premium to the underdeveloped areas. Trade fairs 
are used as a tool of economic policy, and great attention is 
paid to the publicity value of exhibits. 

k. Though political and strategic considerations are 
doubtless the main reason for this new activity, at least by 
the USSR, it nevertheless is i.i tun* with overall economic 
developments. Intensive industrialisation in the Soviet bloc 
has created a need for more industrial raw materials, and at 
the same time has made available a larger volume of capital goods. 
This has made trade with underdeveloped areas more attractive to 
the Soviets. Indeed, for the European satellite countries, 
economic motives may well be the main reason for this new trade. 
Political outbursts in Poland and Hungary within the past year 
have pointed up economic difficulties in the satellites resultin 
at least in part from the disruption of trade ties with the West8(I) 
(1) A C / 8 W Ï 3 ' 
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Trade prospects between the Soviet bloc and the outside 
<rld are not clear at the present time. The European satellites 
iv been the main traders for the Gino-Soviet bloc, while the USSR 

rr.--.ntud the major share of the loans. The five-year plans of 
i- Murcpean satellites are being revised sharply downward, and it 
not unlikely that the satellites will attempt to exoand their 

•ad-.- with the outside world. However, it is clear that the 
it-.-i Lites will be unable to grant credits in an attempt to 
.sture new trade 

:\von if the USSR does not fulfil its present five-year 
ar.,, u.cro will nevertheless be available a larger quantity of 
piital goods fron the growing industrial production. The Soviet 
lor. v.lil require greater amounts of raw materials to support 
is growth in industry. In any expansion of trade, the rapidly 
creasing numbers of scientists and engineers graduating yearly 
. the aovit;t Union will be available to service capital goods 
Id. The .monopolistic and political character of Soviet economic 
•ganiautions will aid in the bulk purchasing of raw materials, 
well as in the selling of capital goods on credit terms. 

7. On the other hand, the economic difficulties of the 
stern european satellites not only detract from their ability 
grant credits, but have also forced the USSR to grant large-
ale loans to the satellites. This may reduce Russia's villing-
ss tc grant credits to underdeveloped areas. At the same time, 
c bovie-t repression in Hungary may have dampened the enthusiasm 
many countries to tits themselves economically to the Soviet 
oc» However, the trade offensive does not appear to have 
owed down after the Hungarian revolt. Though difficulties may 
encountered by the Soviet Union in expanding its trade with 

derdeveloped areas, the dividends paid hitherto have been so 
eat that an intensification of effort along these lines should 
expected. Por the satellites, economic pressures will push 
ein towards seeking expanded trade with both underdeveloped areas 
d We-stern Europe. 

Background Developments 

3. Before World War II, the Soviet Union imported capital 
ods. with the intention of building up domestic industry "to a 
int of complete self-sufficiency. The imports of these capital 
3dr. were paid for largely by exports of grains and industrial 
Urials. It was never the long-run intention, of the Soviet 
anners to re ly on "capitalistic" sources of supply, particularly 
vital industrial sectors. Following the end of World V/ar II, 
u L-o vi et Union reorientated the economies of its satellites 
wards greater trade with the Ssviet bloc. Those countries, which 
S previously exported mainly consumer goods or raw materials, 
iuced th<. ir '.Astern European trade drastically. Before V/orld 
r II, trade aiïiong the present countries of the Soviet bloc 
Dur.ted to about low of their total traae. By 1948 trade within 
.:se countries was about LQb of the total trade, even before free 
r»ld controls on exports of strategic goods had been instituted. 
19.W3, the proportion of intra-Soviet bloc trade had reached 
't.-e-quartexs of the total trade. 

9. Ihe turning point in Soviet foreign economic policy 
; be marked in 1953, following upon the death of Stalin and the 
::rgencc of new leadership. Some indications of a change, however, 
?e seen earlier when the USSR convened an International Economic 
ife re nc o, primarily of Vvestern businessmen, in Moscow in April 
)2, 
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10. The factors that brought about the oresent policy were 
various. The Soviet acceptance of the fact that the two leading 
powers had reached a nuclear stale-matt- implied the use of other 
means in the achievement of communist aims. At the same time,, 
the lessened fear of war made economic trading a more acceptable 
practice to Soviet leaders, while the original Tialenkov "soft 
policy" resulted in the import of consumer goods. Lastly, long-
tern developments within the Soviet economy itself fitted in 
well with a policy of expansion in trade. 

11. The Soviut Union had* traditionally, enjoyed a surplus 
of industrial and agricultural raw materials and had been deficient 
in capital goods. The process of intensive industrialisation of 
the Soviet economy created a greater need for raw materials, 
expecially since the agricultural programmes had not met with 
the intended success. The strides made in industrial development 
in the Soviet Union, as shifts occurred from the primary industries 
toward manufacturing, resulted in a greater availability of capital 
goods. It is estimated, for example, that certain portions of 
the Soviet Union's heavy industry compare favourably both in 
quality and quantity of output with those of the United States. 
This availability of capital goods provided a basis for trade, 
particularly since evidence points but that capital goods, 
notably steel products, are being produced relatively cheaply 
in the Soviet Union compared with industrial raw Materials. Thus, 
an expansion of trade with underdeveloped areas which at the same 
time furthered the general aims of the communist countries was 
also adapted to their economic developments.' 

12. It is fairly clear that economic motives' for foreign 
trade are more pressing for the Soviet satellites than for the 
USSR itself. While the proportion of Soviet foreign trade to 
national income is not significant, amounting to perhaps ¥,'s in 
1955* the Eastern European satellites have a dependence on trade 
which is even greater than it was before the post-war period of 
industrialisation. This situation has been brought on and 
aggravated by a number of factors: the shift in composition of 
industrial output to heavy industry, the consequent cutback in 
consumer goods production, the failure of the agricultural pro-
grammes to materialise, and the export of certain materials to 
the Soviet Union. The postwar economic integration of the Soviet 
bloc has in reality meant only a shift in trade from Western 
Lurone to the Soviet Union. Available evidence suggests that 
the Soviet bloc countries are not self-sufficient in many industrial 
raw materials, particularly textiles, and trade appears to be 
the only solution capable of providing these necessary resources. 
The position of foreign trade in the Chinese economy is not too 
clear, but it is evident that rapid industrial expansion will 
call for greater trade, whether with the Soviet bloc or with the 
outside world. 

13. The Soviet policy of penetration not only fitted in 
with certain economic changes in the Soviet bloc, but was in line 
with some developments in underdeveloped areas. Production of 
primary products, such as rice, cotton, sugar, rubber, jute and 
grains, constitutes a large portion of total output of many under-
developed countries® Much of this production is exported and 
thus creates a sizeable part of the available foreign exchange. 
In the pact few years, as both the demand and the price for some 
of these conditions have fluctuated, surpluses have been built up. 
Possibilities of stabilised bulk sales fit in well with any long-
run industrial planning, and, given the present environment of 
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ationalism in these underdeveloped countries, this appears to 
he so countries as a moat desirable means of importing capital 
oods. It may even be felt that this represents an advantage over 
id, which to many underdeveloped countries may bo suspected of 
olitical ties» 

14. The exploitation by the Soviet bloc of feelings of 
ationalism and anticolonialism is effected at every opportunity, 
he tremendous industrial expansion undergone by the Soviet economy 
n the past thirty-five years is pointed up as an example of the 
uperiority of communism. Again, any difficulties encountered by 
nderdeveloped countries in the disposition of their surplus 
roducts on world markets are doubtless exploited fully by the 
oviets by way of proving the merits of long-term bulk purchasing, 
ith such an apparent desire by the Soviet bloc to assist the 
nderdtsveloped areas in attaining a state of industrialisation 
nd economic maturity, it is hoped to win converts to the com-
unist philosophy. Indeed, even countries committed to Free 
orld military pacts, such as Turkey, Iceland and Pakistan, have 
ecu subjected to this economic diplomacy with a view to strength-
ning neutralist feelings in these countries. 

I. Developments in Trade 
15. The inest salient feature of Soviet group trading in 

he postwar period has been the sharp reduction in Europeein 
atellite trade with the outside v/orld, which fell from about 
hree-fcurths of satellite trade before the war to less than one-
ourth at present. The same development occurred in Communist 
hina, -where, following the conquest of the mainland in 1950, 
oreign trade was reorientated. Between 1950 and 1952, China's 
rade doubled; in 1952 about three-quarters was conducted with 
he Soviet bloc compared with about one-quarter only two years 
reviously. 

16. The sharp expansion in Sino-Soviet bloc foreign trade 
an be seen in the following table: 

Trade of Slno-Soviet Bloc with Outside World 
Exports (millions of US dollars) 

European 
Satellites USSR Ccrrmunist 

China Total 

35 3 
954 
955 

eoe 
953 

1,283 

382 
501 
644 

L 33 
375 
493 

1,623 
1,829 
2,420 

955/1953 + 59* * 69$ + 14% + 49% 

aurce: United States International Economic Analysis Division, 
Bureau of Foreign Cominorco (Survey of Sast-̂ fest Trade 
in 1955, page 6q). 
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Importa (millions of US dollars) 

European 
Satellites USSR Communist 

China Total 

1953 678 424 287 1,389 
1954 897 574 294 1,765 
1955 1,149 571 313 2,033 

1955/1953 * 69% + 35% + 9% + 46% 

Source : United States International Economic Analysis Division, 
Bureau of Foreign Commerce (Survey of East-West Trade 
in 1955, page 80). 

It is significant to note that the largest increases in trade 
since 1953» both relative and absolute, have taken placo in the 
Eastern European satellites. During this period, trade with 
the Sino-Soviet bloc increased by less than one-fifth, while 
trade with the outside world rose by more than two-fifths. The 
entire Soviet bloc has put great emphasis on the development of 
economic relations with the underdeveloped countries of the 
world; trad© with the Near East and Africa doubled between 1953 
and 1955, while that with Latin America underwent a five-fold 
expansion during the same period. The share of Soviet bloc 
trade with the underdeveloped countries rose from 28% to 33% of 
the total Soviet bloc trade with the outside world. It is 
estimated that the Sino-Soviet bloc may now account for about 
one-eighth of the trade of underdeveloped areas in Asia. Never-
theless, trade with Western Europe still accounted for two-thirds 
of the bloc's East-^Vest trade in 1955, and had risen by one-
quarter in value from 1954 to 1955® Thus an expansion of trade 
with underdeveloped areas, which furthered the general aim of the 
communist countries, was also adapted to their economic develop-
ment. 

17. Much of the increase in the export trade of the Soviet 
bloc since 1953 has been in manufactured goods, reflecting the 
new trading relationships with underdeveloped countries. It is 
estimated that perhaps one-third of the increase in Soviet bloc 
trade with the outside world between 1953 and 1955 represented 
the exchange of manufactures for priniary goods from under-
developed areas. This, along with expanded trade to Western 
Europe, has raised the share of manufactures in Soviet bloc 
exporta from less than 3Cfc in 1954 to about 40% in 1955® 

18. Despite the appreciable expansion in Sino-Soviet bloc 
foreign trade in recent years, the total trade is still relatively 
small. Fer example, the 1955 East-Vest trade turnover ef more 
then k billion dollars amounted to only about 2½% of total world 
trade. Overall, East-West trade is only 3% of Western Europe's 
total trade, although for seme West European countries the share 
is higher. On the other hand, East-West trade is about one-
quarter of the satellites' total trade. One of the outstanding 
features of total East-West trade is the large fluctuation in 
composition. For example, communist exports of feod3tuffs as 
a proportion of total experts have varied from 16% te 60% in 
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rccunt yeara® Thw Soviet bloc import pattern has Iikewieu 
varied, with raw materials fluctuating between 35% and 50% in 
the past few years» These rapid shifts in composition of 
exports and imports cause sharp changes in the trade of differ-
ent Western countries with the Soviet bloc from one year to the 
next® 

19. In a limited number of countries, including Finland, 
Iceland, Yugoslavia, Turkey, Austria, Afghanistan, Iran and Egypt, 
the Sino-Soviet share of trade in 1955 was 10% or higher, although 
special factors or traditional trading accounted for this. For 
example, the peace treaty arrangements with Finland and Austria 
have resulted in cotmorcIalising curtain reparation payments® In 
the case of Finland, a high-cost shipbuilding industry was estab-
lished originally for reparations, and this socter has now become 
tied to Soviet trade. Turkey, Iran and Egypt had important 
trading relationships with the Soviet countries before World War II 
and recent Soviet bloc moves have been directed towards strengthen-
ing those relationships® 

20. Trading by communist countries in the Middle East, 
Africa and Latin America is dominated by the European satellites® 
The Soviet Union appears to have taken special interest in South 
and South-East Asia, although Cummunist China is the heaviest 
trader in the Far East. Some international division of labour 
is al3o evident between communist countries in the sale of manu-
factured commodities. East Germany specialises in electrical 
equipment, precision instrument s and ships; Poland in railroad 
rolling stock and mining equipment; Hungary in diesel engines 
and electrical appliances; Rumania in oil pipes and drilling 
equipment; Czechoslovakia in heavy machinery; and the USSR in 
large-scale public utility works. This specialisation does not, 
however, preclude some competition among Soviet bloc countries, 
and bids frern more than one bloc member have been made in some 
instances in the Middle East. 

21. It is difficult to e-stablish the precise balance of 
payments position of the Soviet bloc, particularly since the 
trade data have to be derived from sources in other countries. 
This, along with little information on invisible earnings and 
payments, permits only the most general conclusions to be drawn., 
On the whole, it appears as if the balance of payments position 
of the entire communist bloc has been in balance for the past 
few years. Occasionally, as in recent months, Soviet gold sale3 
are reported, but these usually reflect temporary imbalances only® 
III. Methods Employed by the Communist Countries 

22. The methods employed by the Soviet bloc in tneir econ-
omic offensive include the usual techniques of long-term, low-
interest credits, bilateral trade agreements, technical aid and 
trade fairs. Generally, attempts at penetration into new areas 
are preceded by announcements by high Soviet officials that Q 
large expansion in trade between communist countries and the 
specific underdeveloped areas would bo highly favoured by the 
Soviet countries. If the reaction tc these announcements is 
favourable, then this is followed by statements that the Soviet 
bloc is prepared to assist the country in its economic develop-
ment. On some occasions, the Soviet bloc have won contracts by 
bidding outlandishly low in order to send their technicians into 
a country. A recent East German project to build a bridge in 
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Sweden has met with protests from Sweden, as unreasonably large 
numbers of East Germans have entered the country, ostensibly 
as workers. When negotiations begin, Soviet bloc experts enter 
the country and study the technical aspects of industrialisation 
plans f and arrangements may be made for a long-term credit at 
low rates of interest. Often, at the same time, a bilateral 
agreement is signed, trading raw materials for Soviet bloc 
capital goods. A 3izeable portion of the country's export 
surplus may thus be tied up for a number cf years. These 
economic agreements are reinforced by other measures, including 
trade fairs, the opening of trade offices, cultural exchanges, 
and the use of communist technical experts in the underdeveloped 
country® In some cases, offers te sell arms en credit terms 
are associated with the economic agreements signed. 

(i) Credits 

23« -'he issuance rl' credits has beer, a new technique 
ut il i se-d by the Soviet group. prior tc the new economic 
policy, the USSR had granted credit3 to satellite members only, 
with the European satellites receiving large-scale .amounts in 
tue earlier /osUnr years, and China Wbtnining the bulk of the 
1- ans after j.ô c. In 1955 and early 1956, in fact, the USSR 
had almost ceased loans tc the satellites, and was instead 
extending credits on a large scale to underdeveloped areas. At 
the sane tif.ic, the satellites themselves extended to under-
developed regions more than #300 millions, or about one-third 
ef total Soviet bloc credits. However, it is reasonably certain 
that the larpest credit given by a satellite (Czechoslovakia to 
Egypt for arms) was, in fact, financed by Russia. Recent 
economic weaknesses in the European satellites have forced the 
USSR to grant loans to Hungary, Poland, East Germany and Bulgaria 
in 19565 so that, in the near future, the programme of credits 
to underdeveloped areas will likely be carried cut by the USSR 
itself. 

24- These credits are usually fer long periods of time 
(up to 30 years), bear low rates of interest {2 to 2-3%), and 
often provide for repayment in surplus agricultural commodities 
or local currency. Usually these credits are tied to purchases 
in the country of origin, although some small exceptions have 
been reported, and are often conditional upon the acceptance of 
technical aid or- training. Yugoslavia, India, Indonesia, 
Afghanistan and Egypt have received the greatest amount of loans 
from the programme, 

25« The Soviet Union should net have any difficulty in 
reetin* its conrnitruents for capital goods exports arising out of 
its credit programme. The present credits drawn upon for 
three-year period.represent about one and a half per cent of 
the L'SnrW s annual capital goods output. The Soviet Union is 
the second largest industrial producer in the world, with a 
level of output approximately equivalent to that of the United 
Kingdom and West Cerraany combined. The centralised control of 
the Soviet economy means, moreover, that greater proportions of 
industrial output can be diverted to alternative uses, more so 
than in Westorn democracies. It is apparent that the present 
programme could be met and, if the Soviets chose, could be 
expanded. 
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26. The same conditions do not hold true for the European 
»atellites. Recent unrest and revolt, the resumption of credits 
Vcm the U33R, shortages of energy and the consequent inability 
•,o meet internal needs, revisions of five-year p l a n 3 , a l l point 
,0 3 o r i o u s economic problems and shortages of capital in the 
satellites. VVhile exports of capital ^oods, through long-term 
:rodits, may bc necessary as a means of acquiring vital raw 
materials, it is clear that this -will impose a h e a v y burden on 
-he satellite peoples. Increased trade on a cash basis would 
.ikely be preferable for the satellites, but this may not be 
'oadily achieved. 

27. Tlie Soviet group's total credits, Ii' drawn upon in 
ihroe years, would amount to about $0.L billion per year, while 
:ho '.'0,-atom count rie-s invest, lend or donate at least 02,0 billion 
Dor yetir to underdeveloped countries.( 1) Though the total Soviet 
Dloc credits may appear small, the way in which they are used is 
2f great signiriear.ee, since groat publicity accompanies all loans 
;o underdeveloped countries. 

(ii) Trade Agreements 
23. The Soviet bloc trade expansion has been associated 

vith a rapid increase in trade agreement3, particularly with 
•underdeveloped areas. In 1955, about two-thirds of total Soviet 
sloe trade with other countries was based en bilateral trade 
Igreoments. From 1953 to 1955 the total number of agreements 
?ose from 98 to 175, and the number in force continued to expand 
through 1956. Of the agreements signed for the first time since 
the beginning of 1953, three-quarters have boon concluded with 
mderdevoloped ur«as. Czechoslovakia, Poland and East Germany 
vere the most active countries in the bloc, even more than the 
iSSR, despite a higher level cf trade by the latter. These agree-
ments arranged for trading Soviet capital goods against primary 
ronmodities. N'any of the so commodities, such as ccttcn and rice, 
,'urm a large part of total production in underdeveloped countries, 
ind have in recent years proved difficult tc sell in traditional 
«Ostern markets. As a ccnse que nee, rapid, inroads have been made 
in economic relations with countries such as Egypt and Burma, ?or oxurnple, the Soviet bloc's share of Egyptian cotton exports 
?oSe from an average of 13% from 1946 tc 1954 to 40% in the second 
ralf cf the year 1955. Althcugh for the most part these purchases 
lave boon made tc meet needs in communist countries, there is 
evidence that some of the commodities are resold to third parties, 
is in the case cf the Hungarian purchase of rice from Bvirma. 
"heSE re-exports may bc .T.ado to acquire foreign xchange , or 
ierhaps to rid communist countries cf stocks acquired for pcliti-
:al purposes. 

29. Political advantages wore secured by the Soviet bloc 
;hrough its pricing arrangements» Often prices paid to under-
level oped areas may be in excess cd' those on the -world murket 
ir, alternatively, the prices charged for Soviet roods may be 
.ower than the world market price. However, sine« most trade 
igrcernontS signed by the; communist bloc uro of u barter nature, 
.t is necessary to know the prices charged as well as these 

1) See OEDC C(56)243 

fATQ SECRET 

D
E

C
LA

SS
IF

IE
D

 - 
PU

B
LI

C
 D

IS
C

LO
SU

R
E

 /
 D

É
C

LA
SS

IF
IÉ

 - 
M

IS
E

 E
N

 L
E

C
T

U
R

E
 P

U
B

LI
Q

U
E



- 1 3 - NATO SECRET 
AC/89-D7HT 

paid before any conclusion regarding net gains can be drawn. 
To this extent, it is not :ossible tc state definitely whether 
or not underdeveloped areas have benefited. In the case of 
Ceylon, for example, a long-term deal with China, trading rubber 
for rice, resulted' in favourable returns to Ceylon. On the 
other hand, 1Juinna has shown displeasure in its rice deals with 
the Soviet bloc, which have resulted in Burma reselling at a 
heavy loss sor.ic of the cement received in exchange for rice. 
For 1957, Burma and. the USSR have agreed to trade only 50: of 
the amount of rice originally agreed upon. Judging from avail-
able reports, it would appear that underdeveloped countries have 
not obtained any premium in their trade with the Soviet blcc. 

( iii) Technical Aj 1 
30. The provision of Soviet bloc skilled technicians 

often accompanies trade agreements and the granging of long-term 
credits. This aspect of economic diplomacy has become more 
pronounced within the past few years, along with the general 
expansion in foreign economic relations. For the first tims 
in 1953 the USSR offered the sum of 4 million roubles annually 
to the Economic and Social Council of the United Nations, such 
money to be spent in the Soviet Union to provide technical assis-
tance to underdeveloped countries. In 1954 and 1955, it is 
estimated that there were only about 100 students from non-
communist co'untries in academic institutions in Soviet countries. 
By early 1956, however, a sharp increase had occurred and there 
were 1+35 students from India alone studying in the USSR. In 
addition, about 300 Egyptirm military personnel were reported 
studying in the Soviet Uniony Poland and Czechoslovakia. Other 
examples of this training include Egyptian nuclear physicists as 
well as Indian professors :.rom the Bombay Technological Institute 
being trained in the Soviet Union. 

31 - At the same time, many Sevj. t bloc technicians, mainly 
from Czechoslovakia and the Soviet Union, have appeared in under-
developed countries. India, Surma, Afghanistan and Egypt have 
received the largest numbers of these technical exports, while 
at least eight other countries have had assistance. Training 
on the spot, in underdeveloped countries, has been undertaken in 
connection with many large-scale enterprises. For example, the 
Soviet deal with India for a steel mill involves the training on 
the job of over 5 ,000 Indian workers. Technical institutes have 
been organized by the Soviet bloc in India, Burma and Egypt. 

32. The communist countries take advantage of allepportuni-
ties arising from the United Nations Technical Assistance Pro-
gramme and regional, economic commissions to promote visits of 
personnel from underdeveloped areas to the Soviet regions« 
Invitations have been given for inspection tours of the Soviet 
bloc, with expenses paid. 

33- This large-scale expansion in technical assistance 
presents advantages to the Soviet bloc. In underdeveloped 
countries admiration for Soviet methods leads to heavy propaganda 
gains for communism, particularly if no comparison with Western 
countries is available,, Ftirther, the use of Soviet-trained 
technicians in a country may promote the future sales of Soviet 
capital goods. The communist countries are probably in as good 
a position today as the Western powers in the supplying of highly 
trained technicians to underdeveloped countries. The number of 
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engineers end scientists presently available in the USSR, 
for example, is approaching that of the United States, while 
in the Soviet Union alone as many scientists and engineers 
graduate yearly as in all NATO nations conbined.(l) 

(iv) Trade Fairs 
34. Participation in trade fairs has played an important 

rôle in the communist economic offensive. In 1955, for example, 
149 Soviet bloc trade exhibitions - more than the total held in 
the previous four years combined - were held in 41 countries® 
Though a major share of communist trade is with Western European 
countries, it is in underdeveloped areas that the greater number 
of trade fairs has been held. Reflecting the importance of trade 
for the satellite countries as distinct from the USSR, the most 
important exhibitors have been Czechoslovakia, East Germany, Poland 
and Hungary. The USSR and China exhibited to a lesser extent. 

35. The greatest participation by the Soviet bloc in a non-
communist country in 1955 took place in India, while considerable 
attention was also paid to Pakistan, Indonesia, Egypt, Syria, 
Yugoslavia and Turkey. At many of these fairs, spectacular 
eye-catching displays have been put up to demonstrate such things 
as large-scale hydroelectric developments. While future sales of 
capital goods may arise from the3e displays, the publicity effects 
for political purposes have not been overlooked; the demonstra-
tion of spectacular industrial achievements by communist countries 
has been designed to impress citizens of underdeveloped countries. 
The size of the pavilions is also designed to impress the 
nationals of the country. Fer example, at the Djakarta, Indonesia, 
fair in August 1955, the Czechoslovakian exhibit was three times as 
large as that of the United States. 

(v) Concentration on Specific Countries 
36® Although the Soviet bloc trade programme has been 

expanding rapidly in many .areas, one ef the main features has 
been the emphasis on a number of "key" countries« These coun-
tries appear to have been chosen in an attempt to weaken their 
tics to Western defensive pacts or to win neutralist opinion over 
te Soviet bloc sympathies (such as Yugoslavia, Finland, Egypt, 
India, Burma, Afghanistan and Indonesia). While it is not 
possible to assess the inroads, if any, achieved in these countries, 
substantial gains have been made in most of them in matters of 
trade. Soviet group agreements to purchase Egyptian cotton, 
Burmese rice and Icelandic fish have helped tie these countries to 
Seme extent at least to the Soviet bloc economy. In 1955, for 
example, ever one-quarter ef the total exports of Iceland, Egypt 
and Finland went to Soviet bloc countries, while Yugoslavia, Iran 
and Turkey exported from one-eighth to one-fifth of their total 
goods to the Soviet bloc. It has been estimated, furthermore, 
that about one-half cf Afghanistan's foreign trade is presently 
with the Soviet bloc. Though India still conducts only a small 
portion of its trade with communist countries, the credits exten-
ded (about #300 million), the offers to share experiences in the 
uses of atomic power, the gift of equipment for a large Indian 
state farm, have had considerable propaganda effect. 
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IV. Co-ordination 
37. The entire programme appears t- be directed from the 

highest levels. Extensive goodwill tcurs have been undertaken 
by Eulganin and Khrushchev on a scale unprecedented in recent 
Soviet history. Within the Soviet union, the body responsible 
for the foreign economic programme, the Chief Directorate of 
Economic Relations, reports directly to the Council of Ministers« 
Up until the end of 1955, there did not appear te be any signi-
ficant co-ordination within the entire Soviet bloc, but in the 
spring of 1956 the hitherto dormant Council of Economic Mutual 
Assistance (CEMA) held a meeting. It was reported that plans 
were laid for co-ordinating the fvreign economic policies of the 
entire bloc, probably under Soviet direction. The general 
economic policies and the various five-year plans were to have 
been geared together to provide for national specialisation of 
production, although competitive bidding for foreign contracts 
was not precluded. It is not possible to suggest what effect 
recent events in the satellites have had on this programme, but 
it is certain that any plans drawn up will be drastically revised. 
V. Future Possibilities 

36. The impact of recent developments in the satellites 
makes it difficult to distinguish a line of future behaviour. 
Nevertheless, the possibilities ...f Soviet blec foreign economic 
policy are likely to be guided by several underlying factors» 
Indications are that an increasing amount of capital goods will 
be produced and could be made available for underdeveloped 
c umtries» At the s-imo time, the bloc's needs for industrial 
row Materials will grow, and revisions t; the various five-year 
plans do not make It possible to assess the demands of the Soviet 
bloc in the coming years* However, for the European satellites, 
it is likely that their need for raw materials will increase and 
they will be called uprn to increase trade to acquire these 
necessary materials. Their current economic difficultie3 will 
limit the amount of credit that they will be able to extend to 
underdeveloped areas. The Soviet Union, moreover, will be 
faced with the problem of providing credits to both the 
satollites(1) and underdeveloped areas. In addition, there is 
the possibility that Soviet repression in Hungary might daiTipen 
the enthusiasm of some countries for an expansion of trade with 
the Soviet bloc, but available reports do 'not suggest any such 
developments as yet. 

39» On the whole, it would appear that great efforts by the 
Soviet bloc will be made to expand trade in the next few years -
such expansion in the past has paid handsome dividends in carry-
ing out the general policies of Soviet countries. 

40. Trade with Western Europe will continue to absorb the 
greater volume of Soviet bloc trade and may even expand in the 
near future to satisfy the satellites' growing needs for consumer 
goods. In the long run, however, greater need for industrial 
raw materials and foods by the Soviet bloc may increase communist 
dealings in underdeveloped countries more rapidly than with the 
West. There is even the possibility that there «fill be a greater 
participation by satellite countries in trade with underdeveloped 
areas, with a view to re-exporting some of the raw materials to 
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VVosturn countries for consumer goods. Tho advantages of 
expanded trade will be pointed to constantly by the communists 
•'i3 an argument in favour of the removal of Western controls on 
strategic goods, and much propaganda will be use<S& in an appeal 
to governments and businessmen. 

41» In carrying out its programme cf strengthening econo-
mic relations with underdeveloped countries, the Soviet bloc is 
favoured by several factors. Ccmrcunist trading, which is mono-
polistic in character and is guided by political as well as 
economic motives, permits greater flexibility in trade policy. 
State trading organizations make it more convenient to negotiate 
fcr bulk purchases of raw materials from underdeveloped countries 
in exchange fcr capital goods suld on credit. Since most of 
these raw material purchases are marginal to the Soviet bloc, 
agreements can be made by the communist countries with the under-
developed areas, without the same considerations of interest 
rate-3, price flexibility and inventory holdings that many smaller-
scale buyers in Western countries must take into account. Finally, 
their large annual turnout of technicians and scientists the Soviet 
bloc will permit them to follow up their capital goods contracts 
with trained personnel for installation, instruction and operation. 
VT. Development 3 in Specific Aroas^ ̂  

Europe 
42. The 'Western Etiropean market has provided about two-

thirds of the Soviet bloc's foreign trade in the past few years. 
Trade between the communist countries and '.Vestern Europe has been 
rising steadily during this period and has been reinforced by 
twenty-tv/o new trade agreements signed from the beginning cf 1955 
to 30th April 1956. In 1955 the Soviet bloc earned a substantial 
surplus in this trade, but in the first' half of 1956 this was 
turned into a deficit, as larger Soviet exports to the West were 
more than offset by a sharp rise in imports. 

U3' For political and strategic reasons, communist policy 
has been aimed at Yugoslavia, and the Soviet bloc has granted 
large-scale credits tc this country. At the same time, emphasis 
has been put on a campaign to abolish Western controls en strate-
gic goods shipments to Soviet countries, and prospects of greatly 
expanded trade are held out as bait® In April 1956 a Soviet 
statement was made that trade with the United Kingdom might amount 
to £600 million tc £1,000 million ever the next five years if 
certain goods, which are on the strategic list, wore traded« This 
would involve a sevenfold increase ever 1955 levels of UK-Soviet 
trade, and was deemed by most observers tc be quite unrealistic. 
The following month, an offer was made to France, this time with 
the suggestion of a three or four-fold increase, again tied in with 
the relaxation of strategic controls. A three-year trade agree-
ment between the USSR and France was signed in early 1957, which 
called for a large increase in trade between these countries. 
Soviet bloc trade is a relatively small portion of most European 
countries' total trade, with the exceptions of Iceland, Austria, 
Finland and, recently, Yugoslavia. 

L4. The Soviet bloc has paid considerable attention to 
international organizations and has tried to further communist 
interests through the ECE by proposing payments 3chemes and other 
forms of economic co-operation. The discussions on the payments 
scheme have teen postponed indefinitely. 

(1) For developments in particular countries, see Annex I. 
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The Middle East and Africa 
45. The large expansion in Soviet bloc trade with the 

Middle East is marked by the increase in trade agreements from 
7 in 1953 to 31 in 1955® The greatest measure of success 
appears to have been achieved in those countries which were 
experiencing balance of payments difficulties, had no oil 
revenues, and were not committed to Western defence alliances. 
Egypt and Syria were the most prominent among the Middle Eastern 
countries where communist influence grow, and this was partly 
related to arms deals made with the Soviet bloc. The increases 
in communist trade with Egypt have been phenomenal, and in the 
fir8t half of 1956 two-fifths of Egypt's exporta went to the 
Soviet bloc. Although the rise in imports from communist coun-
tries has not been as dramatic, it is evident that Eastern 
European goods are replacing traditional sources of supply in 
VJc3torn Europe. Loss success was achieved in those countries 
receiving oil revenues, and in the overseas territories of 
Western powers. However, the communist countries expanded 
economic relations with Turkey and Iran in an attempt to. weaken 
pro-Western and strengthen neutralist opinion. Large-scale 
credits were given to seme countries, and the entire battery of 
trade agreements, technical assistance and trade fairs was used. 

46. Whereas, prior to 1953, only Turkey, Iran and Egypt 
had significant economic relations with the Soviet bloc, trade 
was developed, especially by the satellites, with many more 
countries in the past few years. The pace of trade has 
quickened since the last half of 1955, end more communist coun-
tries, including China, have recently become involved. There 
has also been a shift in the nature of trade. Previously, 
Soviet countries' oil and consumer goods were traded for agri-
cultural products, including cotton and rice. The new pattern 
involves Soviet bloc capital goods and arms, in barter exchanges 
for agricultural commodities« 

South and South-East Asia 
47. Trading activities in South-Sast Asia by communist 

countries have been concentrated in India, Burma, Indonesia and 
Afghanistan, with a view to cementing relations with these 
"neutralist" powers and weakening the SEATO Pact. About 
#300 million credits have been granted tc India, much of which 
will be used to expand steel capacity. Credits of more than 
#100 million tc both Indonesia and Afghanistan have been granted 
by the Soviet bloc. The bulk of these credits have been granted 
by the USSR, and their size and nature reflect political motives. 
For example, the 30-year #100 million credit to Afghanistan was 
certainly dictated by more than commercial considerations. This 
contrasts with the activities of the European satellites in 
their trading in the Middle East and Latin America. Large-scale 
purchases of rice from Burma in 1955 provided the basis for 
expanded economic relations between Burma and the communist 
countries. 

Latin America 
48. One of the sharpest increases in Soviet bloc activity 

abroad has occurred in Latin America, with the European satel-
lites taking the leading rôle. The Soviet Union has. not played 
a significant rôle in Latin America, having diplomatic 
relations only with Mexico, Argentina and Uruguay. How-
ever, in January, 1956, Bulganin in a press interview stated 
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that hc would favour increased trade with and technical uasist-
unce to Latin America. The 1955 trade' of $340 million was one-
third higher than that of 195L and represented a five-fold gain 
over 1953. While the level of trade was only 1% of the Latin 
American total, it was nevertheless important for a few countries, 
including Argentina, Brazil, Uruguay and Cuba. The European 
satellites, Iod by Czechoslovakia and Poland, signed a number of 
trade agreements with countries in Latin America, beginning with 
Argentina in 1953, and followed this up with great activity in 
trade fairs, along with large-scale publicity and propaganda. 
While at first orders taken were often not fulfilled, it appears 
that recently a more realistic and businesslike approach has 
been adopted by the communist countries. Relations with this 
area do not include any elements of technical or economic assis-
tance, and no arms deals have been reported with the exception 
of a Czech shipment to Guatemala in 1954. 
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ANALYSIS QF INDIVIDUAL COUNTRIES 

Europe 
1. Iceland, which had been facing currency shortages and 

had difficulties in adjusting her internal price level tc the 
needs of foreign trade, signed bilateral agreements with Soviet 
countries for disposal of surplus fish in 1953» Since that 
time, almost all of the increase in exports cf Iceland has been 
to communi3t countries, which by 1955 absorbed 28 per cent of 
total Icelandic experts. In Ncvemberp 1956, an agreement was reached between Icelfind and the British Trawler Association, 
permitting the entry into the United Kingdom annually of £1.8 
iiiillion of fish. This would represent about 10 per cent of 
Iceland's current exports. However, the current prices of 
Icelandic fish appear tc be toe high to be competitive, and, it 
is not likely that the permissible value of exports will be 
attained. 

2. Following the Soviet agreement of May, 1955, ending the 
military occupation, trade agreements have been arranged between 
Austria and the USSR, and all the European satellites (excluding 
Albania). In addition, Austria ras agreed by way of reparations 
to deliver one million tons of oil annually for ten years, plus •• 
£25 million in goods for six years. The trade of Finland with 
the Soviet bloc, which amounts to about one-quarter cf total 
Finnish trade, is based upon the commercialisation of former 
reparation payments. Finland had built up a high-cost ship-
building industry to comply with the reparation arrangements, 
•aid is now dependent to some extent upon the Russian market to 
buy those ships, Finland has also received a $20 million credit 
in convertible currency from the Scviet Union. It ha s been 
reported that Sweden is dissatisfied with arrangements made with 
the East Germans, who are constructing a bridge in Sweden. A 
gré at many -ast Gcrrrian technicians are entering Sweden, ostensibly 
tc work on the bridge, but their large numbers are proving dis-
turbing to the Swedes. 

3« In 1956 trade â reeiiients wore signed by Greece with 
Pulruria, Czeclicslovakiu and the Soviet Union. . At the Salonika 
Fair in 1956, Soviet bloc exhibitors increased their activities 
and suggested that higher levels of trade could be achieved. 
In Afovombor 1956, the Soviet Union is reported to have offered 
additional oil to Greece when shortages occurred following the 
Suez incident. A large proportion of Greece's total output of 
bauxite is shipped to the Soviet Union, although Greek production 
cf the ore is relatively small. 

By far the greatest efforts cf the Soviet bloc in 
Evirope have been directed at Yugoslavia. Following the 1948 
dispute, Scviet bloc trade with Yugoslavia disappeared completely, 
after having been close t< one-half of total Yugoslav trade in 
194ft. The dispute appears to have been healed by 1955, when 
10% of Yagcslav exports wont to the Soviet bloc. In 1956, it 
appears that trad.; with the blcc may have doubled, and perhaps 
. no-sixth of Yugoslav trade will be with the Soviet bloc. Trade 
agreements have been signed with all of the satellites and with 
the USSR. 
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5. The Soviet bloc, led by the USSR, has granted large 
credits to Yugoslavia, amounting to #300 million in the past 
year. They consist of: 

(a) Soviet credit of #54 million, for 10 years at 2% 
interest, for raw material purchases in the 
Soviet Union; 

(b) Soviet credit of #30 million in gold or Western 
currency to be used in 1956-9 for trade deficits; 

(c) Soviet credit of #120 million for agricultural 
and industrial investment ; 

(d) #75 million credit from Czechoslovakia for 
capital and consumer goods; 

(e) #20 million from Poland for transportation equip-
ment. 

Other arrangements have involved technical and scientific co-oper-
ation with the Soviet bloc, as well as some discussion of nuclear 
co-operation. In May 1956 Yugoslavia was admitted as an observer 
to the Council of Economic Mutual Assistance meeting, and subse-
quently a committee was established with Rumania to investigate 
the possibility of the Iron Gate hydro-electric project on the 
Danube. Czechoslovakia, Bulgaria and Hungary have expressed 
great interest in this. The recent hardening of relations bet-
ween Yugoslavia and the Soviet bloc may well affect the expansion 
of trade relations between these countries. It also remains to 
be seen whether the credits arranged will t>e drawn upon, and if 
the satellites will be willing and able to fulfil their commit-
ment s. In February, 1957, a previously agreed upon #175 million 
joint lean from USSR and East Germany for an aluminium plant was 
cancelled when the Russians were unwillinr to meet their previous 
commitments. 

6. At the April 1956 meeting of the Economic Commission 
for Europe a proposal was made by the Soviet delegates for an 
agreement on economic co-operation embracing Eastern and Western 
Eiiropean countries. Offers of Soviet supplies of coal and oil 
were made to Western Europe. The Soviet trade proposals might 
undermine existing economic structures, such as the OEEC, if 
carried out literally. It appeared to be Soviet policy to hold 
out promises of expanded trade and attempt to disrupt the Western 
Alliance® There have also been some discussions regarding an 
East-West payments scheme, to provide multilateral payments of 
trade accounts between Eastern and Western Europe. Recently, 
however, these discussions were indefinitely postponed. 

The Middle East and Africa 
7. The most spectacular advance in the Middle East has 

been rnado in Egypt. In 1953 Nasser was 3till being attacked in 
the Soviet press, but by 1955 he was being praised by it and sev-
eral trade agreements between Soviet countries and Egypt had been 
arranged. In 1955,- difficulties in marketing the Egyptian cotton 
crop in a slumping world market provided the opportunity for the 
Soviets to arrange a barter agreement for arms. A credit of 
about #200 million was arranged for purchase of these arms through 
Czechoslovakia, although the deal was actually financed by the 
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USSR. Along with this arms agreement was provision for train-
ing of Egyptian military personnel in Czechoslovakia, Poland and 
the Soviet Union. It also appeared that the Egyptian cotton 
to bo delivered was purchased at higher than world prices® 

8. By the end of 1955, Egypt had trade agreements with 
most bloc countries; in the last six months U0% of her cotton 
exports went to the Soviet bloc. For the year 1955 as a whole, 
over one quarter of total Egyptian exports went to the bloc, 
twice the proportion of 1953. Czechoslovakia had delivered 
the first of several swing bridges, as well as railroad equipment* 
Hungary had rnde arrangements for construction of bridges and a 
power- station, and the Soviet Union had offered to build a nuclear 
physics laboratory in Egypt® In June 1956, Shepilov visited 
Egypt, ostensibly to increase Soviet participation in Egyptian 
trade. Following both Vvestern and Soviet refusal to assist in 
the Aswan Dam, Shepilov stated that the USSR would assist Egypt 
in its programme of industrialisation® In September 1956 agree-
ments wore drawn up providing for 400,000 tons of Soviet-grown 
wheat in exchange for cotton« These agreements followed upon 
a poor Egyptian harvest and would provide most of Egypt's needs 
for wheat imports. Following the blockage of the Suez Canal and 
the Israeli-Egyptian military action, there was a Soviet gift of 
£1.5 million for medical equipment; there was also some assist-
ance fror;! China and East Germany. At about this time, Egypt 
cancelled contracts for oil development by Western sources and 
replaced them by Soviet contracts, in line with a policy of 
diverting trade fron: "uncr-cperativA' Western nations. Russia 
is still actively pursuing its policy of penetration in Egypt, 
as witnessed by the largo Soviet exhibits at the recent Cairo 
trade fair. The USSR has promised to Egypt as a gift all of 
its equipment on display at the fair. 

9» The sharp increase ir. communist influence in Syria 
has also followed upon greater economic penetration® As . : 
recently as 1955» Syria's trade with the Soviet bloc was insigni-
ficant (in 1955 exports and imports to the bloc accounted for 
I% and 5% of total trade respectively), but since the latter part 
of 1955 trade agreements have been signed with eight Soviet bloc 
countries® Soviet influence has been increasing, and in late 
1956 it was reported that 20% of the Syrian cotton crop was sold 
to the Soviet bloc. These cotton sales were probably made to 
pay for arms which Syria has received from Soviet countries« 
Other Soviet bloc proposals include those of Czechoslovakia to 
construct an oil refinery and a sugar factory, and a bid by East 
Gerimny on the construction of a cement plant and textile mill. 
There has also been a proposal by a combination of Czech and 
East German interests tc construct the Lattakia-Aleppo-Gezirch 
railroad® Most communist countries exhibited at two Syrian 
fairs in 1955» Soviet interest in Syria'was shewn by a mission 
visiting in Karch 1956, while Shepilcv spent seme time there in 
June as part of his Middle Eastern tour. 

10. It is not known what financial arrangements have been 
envisaged for the payment of these proposed schemes. It is 
believed that much of Syria's foreign earnings have been 
expended on the arms deal, and it is known that the ability of 
the European satellites to grant credits has been greatly 
impaired. Syria is an oil-deficient country and relies for 
the most part on exports of cotton, fruit, hides and tobacco® 

D
E

C
LA

SS
IF

IE
D

 - 
PU

B
LI

C
 D

IS
C

LO
SU

R
E

 /
 D

É
C

LA
SS

IF
IÉ

 - 
M

IS
E

 E
N

 L
E

C
T

U
R

E
 P

U
B

LI
Q

U
E



NATO SECRET 
ANNEX I to 
AC/89-D/IU 

The revenu« from transit rights of the Iraq. Petroleum Company 
pipeline is estimated to account for about 10% of Syria's 
foreign exchange, and the loss of this revenue following the 
cutting of the pipeline in November 1956 has strained the Syrian 
balance of payments. 

11. While Turkey hag traditionally conducted a 3hare of 
her trade with countries now in the communist bloc, the propor-
tion of such trade tripled between 1953 and 1955, reaching about 
20% of total trade in the latter year. This reflected payments 
difficulties with Western Europe. However, in the first half of 
1956 there was a sharp decline in imports from the Soviet bloc as 
Turkey shifted her purchases to Western Europe. Trade with corrsnu 
nist countries is mainly with the European satellites, and Turkey 
has trade agreements with East Germany, Czechoslovakia and Hungary 
In April 1956 the Soviet Union offered general economic aid to 
Turkey to help finance all development projects under way, and in 
addition to supply water pipe3 tc the Turkish villages. This 
offer has not been accepted. 

12. The other Middle Eastern country having traditional 
trading relations with the Soviet bloc is Iran. The main exports 
(excluding oil) consist of caviar, rice and minerals, and approxi-
mately one-quarter of total trade ha3 been carried on with the 
communist bloc, mainly the Soviet Union. Following Iran's join-
ing the Baghdad Pact in October 1955, the Soviet Union cut off 
all imports from Iran, except caviar, and allewcd the trade agree-
ment to lapse. However, following a visit by the Shah of Iran 
to Moscow in June 1956, the trade agreement was renewed, illustra-
ting the Soviet policy of attempting to win over fringe countries 
in Western defensive alliances. 

13® Activity of Soviet bloc countries in Israel has been 
expanding slightly, but these countries absorb only about 2% of 
Israel's f o r e i g n trade. While the Soviet bloc had no trade 
agreements with Israel in 1953, by the end of 1955 there were 
five in existence® At the Posnan Fair in 1956 there was an 
Israeli pavilion. In May 1956 a Soviet tanker was chartered by 
Israel for carrying oil from Venezuela, and in July a two-year 
contract was signed with the Soviet Union, providing for about 
40% of Israel'3 fuel oil needs. The USSR also offered oil 
drilling equipment and technicians, the latter through the UN 
Technical Assistance Frogramme. However, all Soviet oil agree-
ments with Israel wore cancelled by the USSR at the time of the 
Suez invasion, and trade has ceased between these two countries 
at the present time. 

14. The Lebanon has been .another area for Soviet bloc 
activities. Faced with a balance of payments problem and high-
cost exports, the Lebanon has signed trade agreements with almost 
all communist countries since the latter part of 1955« Prior 
to that date, only Czechoslovakia and the Soviet Union had 
effected agreements. It was expected that these agreements would 
treble the level of trade with bloc countries, which amounted to 
about 3% of the Lebanon's total trade in 1955. Although no 
credits have been given to the Lebanon, visits by Soviet engineers 
to Beirut in February 1956 and by Shopilov in June pointed to some 
possible future loan arrangements. 
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15« In other Middle Eastern and African areas, there is 
little Soviet bloc trade, although overtures have been made to 
several countries. In Jordan, the first commercial contract with 
a Soviet bloc country was signed in June, when Czechoslovakia 
agreed to trade machinery for phosphates. A Polish contract to 
survey the Hejaz railroad was cancelled in June, on the grounds 
of a protest by Saudi Arabia. A small amount of Soviet aid has 
been offered, to be instituted through the PAO, although it is not 
known whether this has been accepted. The expected ending of the 
British subsidy has no doubt created a financial problem of the 
first magnitude® It remains to be seen whether the agreement 
signed between Jordan and Egypt, Syria and Saudi Arabia can be 
effectively carried out® 

16. In Saudi Arabia itself, little concern is shewn for 
the marketing of agricultural products, since cil royalties 
provide sufficient foreign exchange. There have been reports 
of interest in Soviet arms, perhaps to be provided via Egypt. 
The recent visit of Kirift Saud to the United States may have 
altered this situation. There have also been' visits by Chinese 
and Polish economic missions, while Czechoslovakia and Poland 
have tendered for the construction of a railroad from Rujad to 
JedJa, a distance cf 1,600 kilometres. 

17® In Ira a. which exports almost nothing to communist 
countries and which imports only small amounts from Czechoslovakia, 
Poland and Rumania, there have been reports of Czech attempts to 
negotiate business contracts through V.'estern countries. The 
recent oil crisis has severely reduced Iraqi revenue, but a 
sufficient reserve of foreign exchange appears to be available 
to permit continuation ,.f development plans, without immediate 
recourse to borrowing from abroad. 

18. In the Yemen, a visit by a Soviet delegation in 
February 1956 was followed by a trade agreement exchanging Yemeni 
coffee for Soviet industrial equipment. A Soviet proposal to 
build a port and a harbour and to train Yemeni mining 3tudents 
in Mcaccw vras accepted in principle. The Crown Prince of the 
Yemen visited the USSR and East Germany in June, and in July 
negotiations were begun with Czechoslovakia and East Germany fcr 
the construction of cement factories. The border dispute with 
Aden Itas led to Yeir.eni appeals for ''volunteers", and #8,500,000 
wortli of arms has been reported to have been received from 
Czechoslovakia. 

19« The Sudan8 whose trade with the Soviet bloc in 1955 was insignificant, had signed four trade agreements with Soviet 
satellites in that year. Some economic and technical assistance 
for power-generating facilities offered "by the Soviet Union in 
1956 ha3 been accepted® It was also reported that the USSR and 
Bulgaria were active in selling cotton sheeting against Indian 
competition in the Sudan. Recent reports indicate great activity 
by Czechoslovakia in an attempt to sell machinery, and prices 
bel ew those of Western producers have been quoted to the Sudanese® 
Ethiopia, which also does little trade with the Soviet bloc, 
signed a trade agreement with Czechoslovakia in April 1956® The 
Soviet Union has suggested the opening of an economic and techni-
cal mission in Ethiopia, and this is under consideration. In 
January 1956 a Soviet offer of wheat and a low-interest loan to 
Libya was turned down, and United States aid to Libya was subse-
quently increased. Liberia also turned down Soviet offers early 
in 1956. 
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Scuth and. South-Eaat Asia 
20. The greatest attention has been paid to Jndia. Begin-

ning in December 1953, the Soviet UrAcn signed a five-year trade 
agreement with India, -which initiated a largo expansion in trading 
activity. By early 1956 India had concluded trade agreements 
with almost all Sino-Seviet bloc members. In the main, India was 
to export raw materials, including oils and to import machinery 
for transportation facilities, heavy manufacturing and mining. In 
February 1955 a long-term loan was negotiated by India with the 
Soviet Union to cover the cost of the construction of a steel mill 
in Bhilai8 Central India. Mong with those arrangements, some 
5,000 Indian skilled workers were to bo trained in India by the 
Soviets, while another 435 were to go to Russia. Further, a 
shipping service, consisting of Pussian and Indian ships, was 
established. Following these agreements, India contracted to buy 
one million tons of Soviet .steel over a three-year period. Bulganin 
and Khrushchev visited India in November 1955 and promised equipment 
for a state farm, and offered to share knowledge on peaceful uses 
of atomic energy. Recently, considerable activity has been under-
taken by Russian and satellite technicians in assisting with oil 
explorations and developments, using Soviet bloc equipment. In 
July 1956» twe delegations visited Cliina to study agricultural 
developments. The latest move occurred in November 1956, when a 
Soviet credit of about ¢115 million was announced by the Indian 
Production Minister, to be used for oil and coal development, 
fertiliser plants, and shipbuilding. This credit will not be 
drawn upon until 1959. The total value of these loans amounts 
to about ¢300 million. At the same time, the Soviet Union has 
furnished much technical aid and has boon an active participant 
in Indian trade fairs. In 1955, more money was spent by communist 
countries on fairs in India than in any other non-communist country, 
iespite the low level of trade. The effect of all these moves 
:an be noted in available trade data in 1956, which shew a rise in 
Soviet bloc share of trade from 1¾ to % fcr the first seven months 
.>? 1956» This may be expected to go higher in the future. 

21. Economic penetration has proceeded the furthest with 
Afghanistan, where it is estimated variously that between one-
.hird and two-thirds of foreign trade is with the Soviet bloc. 
'or reasons probably mora strategic than economic, credits amount-
.ng to about ¢122 million have been granted to Afghanistan by the 
SSP. and Czechoslovakia for arms purchases, as well as for economic 
projects. It is significant that the credits extend for 30 years 
nd are payable in Afghan exports, thus ensuring a continuation of 
rnde. The credits have been utilised for the construction of 
il storage facilities, a cement plant, and irrigation projects, 
ver 500 Soviet to clinicians aided in the erection-of the storage 
ucilitios for oil. Emphasis has been placed on eye-catching 
rojects, and following the Ealganin-Khrushchov visit in December 
955, when the lean announcement wis Iuadc5 the Soviet Union 
cnutod a hospital and 15 buses for Kabul. The Russians had 
reviously paved the streets of Kabul. The Soviet has also 
ranted transit rights for Afghan coeds to- the East, bypassing 
akistan, owing to the border dispute. It is reported, however, 
hat this arrangement has been ineffective, and Afghanistan has 
c-en forced to u3e Pakistani trade routes. In August 1956 Poland 
Jcame the third bloc country to sign a trade agreement with 
Pghanistan. 
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22. Certain unsatisfactory developments for both parties 
have occurred in communist trading relationships with Burma in 
the past two years. Taking advantage of Btirmese difficulties in 
disposing of surplus rice in 1955, the Sino-Soviet bloc made 
large purchases; as a result, about one-fifth of Burma's total 
exports went to the bloc in 1955 compared with almost none in 
1954. By mid-1956 Burma had signed agreements with almost all 
Soviet bloc countries, including cne arranging for the export of 
400,000 tons of rice for five years to the Soviet Union. This 
represents about one-quarter of the total Burmese rice surplus, 
which in turn comprises three-quarters of total export trade. 
In return, Burma was to receive industrial equipment, a steel 
plant, irrigation assistance, a hospital and a technical institute 
in Rangoon. Further developments in the latter part of 1956 
proved disadvantageous to the Soviet bloc as well as to Burma. 
Hungary attempted to resell 50,000 to 70,000 long tons of rice 
purchased from Burma, ostensibly to improve her foreign exchange 
position. Burmese officials indicated that tha barter terms 
of trade were quite unfavourable to them, and were unhappy about 
slow delivery of consumer goods. In addition, the unfortunate 
overpurchase of cement by Burma proved irritating when the 
cement began to deteriorate on the docks owing to lack of. storage 
space. Subsequently, Burma resold some of this cement at a loss 
to India. Finally, the 1956 improvement in the cash market for 
rice, particularly with India, caused Burma to reconsider its 
agreement with Russia, so that deliveries of rice to 30th Septem-
ber totalled only 260,000 tons. It is not known what effect the 
various import orders from the bloc will have upon Burmese export 
commitments, but it is clear that there is not sufficient rice 
to meet new cash agreements as well as barter commitments. It 
has been reported that Russia has agreed to take delivery of only 
200,000 tons of rice in 1957. Other recent developments include 
the exploration by technicians from the USSR, East Germany and 
Czechoslovakia of Burma's potential mining resources. In 
September 1956 it was announced that a Burmese credit on Soviet 
account was transferred for use in Czechoslovakia to prevent a 
decline in the level of barter trade. 

23. Some headway has been made in Sino-Soviet bloc dealings 
with Indonesia in recent years. From a share of about 1% in 
Indonesian trade up until 1954, the communists increased its 
proportion to almost 5% in 1955® Most of this trade was with 
satellite countries, particularly Czechoslovakia and Poland. 
However, recent trends show a sharp shift from Czechoslovakia 
to China as the main communist supplier. Previously, Czecho-
slovakia had granted a credit of about #10 million, which was 
UBed for textile machinery and vehicles. East Germany began 
construction of a sugar refinery, and other offers of economic 
assistance were proposed. In May, 1956, the Indonesian govern-
ment cancelled restrictions on rubber shipments to Communist 
China, and in June it reversed a previous decision not to renew 
satellite trade agreements. Until recently, the USSR had only 
insignificant trade w i t h Indonesia, and d i d not even participate 
in trade fairs in that country. However, in late 1956 the USSR 
granted a loan of #100 million to Indonesia, to be used for the 
purchase of capital equipment ( i n c l u d i n g oil machinery) and to 
be repaid in g o o d s or convertible sterling. 

24. Sino-Soviet bloc activity does not appear to have been 
effective politically in Pakistan, although a number of trade 
agreements have recently been concluded. The level of communist 
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trade in Pakistan has been at about 5% of total Pakistani trade 
for the past few years, and this has been dominated by exporte 
to China. Early In 1956 the standard Soviet approach of offer-
ing economic assistance, construction of a steel mill and sharing 
knowledge of atomic power, was put forth by the USSR, but was 
rejected by Pakistan» In May» a Soviet gift of grain for the 
famine area of East Bengal was accepted® A trade agreement with 
the USSR in June 1956 limited Soviet trade offices to Karachi and 
contained no provision for economic or technical assistance« 
Developments indicate that the Pakistani are extremely wary in 
any dealings with the USSR, doubtless on account of the generally 
unfavourable USSR stand on Kashmir and Pushtocnistan. In 1956 
trade agreements were also signed with Poland, Hungary and 
Czechoslovakia, while further negotiations were carried on with 
China. 

25. Ceylonese trade with the Sine-Soviet bloc, which up 
until 1956 had mainly consisted of a rubber-rice barter agree-
ment with China, expanded recently. Following the election of 
a new government in April 1956, a policy of expanding trade with 
both East and West was announced. Ceylon's High Commissioner 
to the United Kingdom visited Moscow and Peiping and declared his 
government's willingness to expand trade relations and accept 
economic assistance. Trade agreements have been signed since 
December 1955 with Poland, Czechoslovakia, Rumania, Hungary and 
Bulgaria, involving the exchange of tea and rubber for manufac-
tured goods. In August 1956 an economic agreement with Czecho-
slovakia was concluded, whereby the latter will provide technical 
aid and capital goods® A five-year barter agreement with China 
was renewed and the terms were quite favourable to Ceylon. 

26. Nepal has accepted a grant of ¢12.6 million from 
communist China, to be used partly for construction of an engi-
neering school. A loan of rice has also been made by the USSR, 
to relieve a temporary shortage. 

27. Trade between Malaya and Communist China may increase 
aa a result of the relaxation of controls over rubber exports 
announced in June 1956 by the Malayan government. In August 1956 
an vinofficial trade mission from Malaya visited China, although 
it is not known if any contracts were signed« In recent years, 
Malaya and Singapore have been importing seme consumer goods from 
China, which have been competing with goods from Hong Kong and 
Japan® 

28. Other areas in South-East Asia have been subjected to 
the Sino-Soviet bloc economic offensive. Cambodia accepted an 
offer of a grant-in-aid of 022 million from Communist China. Free 
use of the grant is provided for, and this was the first instance 
of any sizeable gift from a communist to a non-communist country. 
Cambodia has also signed an agreement which China which, if ful-
filled, would divert a sizeable portion of Cambodian trade 
toward China« Following a visit to Moscow in July 1956 by 
Prince Sihanouk, the Soviet Union offered technical and economic 
aid, as well as the construction of a hospital* A trade and 
payments agreement and a technical co-operation arrangement with 
Czechoslovakia were also concluded. Thailand removed non-
strategic goods (rice and timber) from an embargo list to China 
in June 1956, but no indications of any trade are as yet 
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apparent® Thailand has been importing a small amount of goods 
via Hong Kong for some time now. A delegation from Laos made 
a trip in mid-1956 to Peiping, but quite specifically indicated 
that no commitments had been made to Communist China. 
Latin America 

29. * Soviet bloc trade with Latin America is carried out 
mainly by the European satellites, with the USSR playing only a 
minor rôle. Emphasis has been placed on trade rather than on 
credits or technical assistance® Economic motives appear to 
be dominant for the satellites in their trade relationships with 
the Latin American countries ; Latin American countries have 
stressed multilateral payments arrangements tc avoid the rigidi-
ties of bilateral trade. 

30. Communist trade with the Argentine has reached a level 
of about 9% of total Argentfoe trade; Argentina has trade agree-
ments with the USSR, East Germany, Poland, Czechoslovakia, 
Hungary and Rumania® In 1953 an agreement was signed with the 
Soviet Union, providing for #150 million of two-way trade and a 
#30 million credit from Russia. However, the Soviet Union, as 
well as Argentina, failed to deliver more than half the required 
amount, and a new agreement at a level of #100 million was signed 
in I955® The credit was reduced to #4 million. Czechoslovakia 
has provided a #15 million credit, while recently East Germany 
concluded a deal trading fishing vessels for Argentine fish« 

31. The proportion of Brazil's trade with the Soviet bloc 
(mainly Czechoslovakia and Poland) increased from 1% tc 3% 
between 1954 and 1955® Presently Brazil has agreements with 
Poland, Czechoslovakia, Hungary and East Germany, trading coffee, 
cotton and cocoa for industrial equipment, coal and chemicals® 
Brazil's financial problems in 1955 prompted the leaders of the 
main political parties to favour increased trade with all 
countries. Multilateralism seems to be favoured, as indicated 
by a request by Brazil for East Germany to join the Hague Club. 
In August 1956 a Soviet offer was made to build oil refineries 
and help in the development of an oil industry. 

32. The communist share in total trade with Uruguay dropped 
from 5% in 1954 to % in 1955® Much of the trade consisted of 
shipments of meat and wool to the USSR, and there were cutbacks 
in Russian orders in 1955® Uruguay had derived a substantial 
surplus from this trade, and although seme sterling settlement 
had been made, there was a large balance outstanding. Thus in 
1956 an agreement was signed to purchase cotton from the USSR 
equivalent to about one-third of total import requirements, 
perhaps to use up previously accumulated Soviet balances. In 
June 1956, 600,000 pounds of wool was sold for sterling to 
Communist China. Bulgaria and East Germany have offered to 
trade railroad cars for rice. 

33. In I955 and 1956, Cuba sold large quantities of sugar 
to the USSR; 6% of Cuba's export trade of 1955 was with the 
Soviet Union. Surplus sugar stocks from the 1952 and 1953 crops 
were used, and payment v/as made in gold and dollars. It does 
not follow that this trade is likely to be permanent, since 
Russia is a traditional exporter of sugar and has imported 
recently because of poor crops in the Ukraine. 
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34® Overtures have been made by the communist bloc to 
Ecuador, leading to an exchange of visits between Prague, Warsaw 
and Quite. Difficulties in marketing banaaas, Ecuador's basic 
crop, have arisen lately, and alternative markets are being 
sought. However, President Ponce of Ecuador has recently dis-
couraged the expansion of economic relations with the Soviet 
bloc® In August 1956 East Germany concluded a nitrate deal 
with Chile, a country which hitherto has had few economic deal-
ings with the communist countries. 
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Table 1. Slno-Sovict Bloc Foreign Trade (Turnoverf1)) 

(millions of current US dollars) 

Intra Orbit 
Soviet Union 
Eastern Europe) 
China ) 

1938 ; lâê . 355S ! 122fc 

20 j 745 1,955 ' 4,945 

265 . 1,900 . 5,6¾) ' 5,720 

Sino-Soviet Bloc 255 .' 2,645 i 7,635 | 10,665 

5,275 

6,110 

11,385 

1S55(eat) 

5,900 

6,700 

12,600 

j East-West 
I 
I Total: 

(2,565 ' 3,980 ; 3,265 i 3,012 { 3,594 l 4,453 
! ; i i ! 1 
!2,850 ' 6,625 10,900 î 13,677 ; 14,979 ' 17,053 

yl of Intra-Qrbit Trade to total Trad® 

j Soviet Union 
Eastern Germany 
; Poland 
! Czechoslovakia 
; Hungary 
j Rumania 
i Bulgaria 
! Albania 
I China 

Sino-Sovict bloc 

3 42 I 78 ! 86 83 82 
11 n.a. i 65 78 74 70 
12 41 j 59 i 7 0 70 67 
18 32 55 ! 78 75 n.a. 
23 34 ! 61 I 77 70 n.a. 
27 71 j 83 ; 84 72 TU a. 
31 78 89 , 87 87 88 
19 38 ! 100 ! 99 99 96 
1 

° ! 
26 

i 75 
80 80 

10 
i 

40 : 
I 

70 OO 
r*- 76 74 I 
i 

(1) Imports plus exports. 

Source: Nationcd Trade Statistics. 
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Tabic 2. Trodc Turnovor of Sino-Soviot Bloc with Outsido World 

1953 - 1955 

(raillions of d o l l a r s ) 

Area of trade 1913 2 im i i 1955 -f & 

V,rcstcm Europe and 
North America 2 , 2 3 8 7 4 . 4 

f 
2 ,593 ! 12.2 3 ,170 71 .2 

Near East 189 6 3 242 j 6 .7 325 7 . 3 

Far Ea3t 516 17.1 504 i 
i 

14.1 618 13 .9 

Lat in America 67 2.2 251 j 7 . 0 340 7 . 6 

Grand Total : 3 , 0 1 0 100 O 3 ,590 j 100 .0 4 , 4 5 3 i 100 .0 

Source; Mutual Defence Assistance Control Act Reports 
and National Trade S t a t i s t i c s . 
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Table j . Credit Extended by Soviet Bloc t o Underdeveloped Countries 

I a t January, 1954 - 31st December 1956 

(millions of dollars) 

I Recipient Area Total Bloc USSR Satellites USSR 
ni m 

Middle East and A f r i c a 122 1 m 

Egypt 175 - 175 
Iron 1 1 -

Syr ia 14 «• 14 
South and South East Asia 504 446 £ 

Afghanistan 121 106 15 
India 273 240 33 
Indonesia 110 100 10 

Lat in America 12 k J l 

Argentina 19 4 15 

Europe m m i ê 

Finland 20 20 
Yugoslavia 289 194 95 

Grand Total : 1 »022 

VO 357 .. 
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Table 4 . Soviet Union Intra-Qzbit Credi ts 

ountry 
Credi ts Granted 1946-1949 Credits Granted 1950-1957 

ountry Dates Amts9 

jftnill. ( 1 ) 
I n t e r e s t 
Rates % 

Dates Ants. 
Sfcrill. ( f ) 

I n t e r e s t 
Rates yo 

a s t Gercany - - - 1950-56 4 3 5 i 2 ) 2 

oland 1947-46 5 0 0 . 0 2 1956 2 7 5 . 0 
• 

n. a9 

zechoslovaki; 1947-49 2 5 0 . 0 2 - 3 - - _ 

ungary - - - 1954-57 3 0 0 . 0 n a. 

umania 1946-47 3 0 . 0 n„ a. 1956 100 0 -

A g a r i a 1947 5 . 0 n. a. 1956-57 142.5 2 

Lbania - - - 1951 n. a. n, a. 

iina - - - 1950-56 1 , 0 5 5 . 0 1 

>tàl : 7 8 5 . 0 2 , 3 0 7 . 5 
~ 

1 

) at o f f i c i a l r a t e s of exchange 

') excluding loan reported t o have been offered in August, 1956» 
for the purchase of goods from the Soviet Union. 
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Table 5. Trade and Payiants Agreements of Outside Countries with the 
Soviet Bloc 

1953 - 1955 

Agreements in Force Lncreasc 1955 
over 1953 

i j 
ft, of t o t a l 

increase 1955 1954 1953 
Lncreasc 1955 

over 1953 

i j 
ft, of t o t a l 

increase 

Western Europe 78 68 58 20 H 
Other Europe 16 9 8 8 10 

^,d|lcEttst and 38 27 11 27 35 

South and South 
East Â3ia 25 19 11 14 18 

Lat in Anerica 18 15 10 8 10 

Total : 175 138 98 77 100 

D
E

C
LA

SS
IF

IE
D

 - 
PU

B
LI

C
 D

IS
C

LO
SU

R
E

 /
 D

É
C

LA
SS

IF
IÉ

 - 
M

IS
E

 E
N

 L
E

C
T

U
R

E
 P

U
B

LI
Q

U
E



!UTO UNCLASSIFIED 
A'E'iSX I I t c 
ilC/S9-D/14 " 

Tabic 6. Trade F a i r s Attended by Sino-Soviet Bloc 

y c^r 
Nuribcr of countries in Nuriber of F a i r s and 

y c^r which b l o c exhibited Exhibit ions in which y c^r 

FroeUorld ! Bloc 
t 

Bloc Exhibited 

1951 

I 

! 2 8 

1952 13 ! 2 ( 2r 

1953 21 I 2 58 

1954 23 
I 
i 3 I 

<5o 

!955 32 
1 

I 9 149 i i 

source: Survey of East-West Trade in 1955, 

Mutual Defence Assistance Control Act of 1951, page 15-
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Vo-Mo 7 . LlCc share of t rade of " p o c i f l c .countries 

Country Sino-Sovict ... of 
1953 ; 1954 

t o t a l I 
1955 

Sino-Soviet j t of t o t a l Inggorts 
1953 , 1954 1955 1956(1) J 

Austria 10 .9 9 . 6 1 0 . 2 1 3 . 4 
I 

11 .0 ; 9 . 2 9 . 6 I 9 . 4 

Finland 3 1 . 4 2 7 . 9 2 5 . 8 2 7 . 8 
i 

3 4 . 4 ; 2 8 . 2 2 7 . 0 23 .7 

Yugoslavia O 2 . 6 13. C 2 1 . 6 0 I 1 . 2 7 . 5 13 .7 

Iceland 1 9 . 8 2 4 . 9 2 7 . 8 3 0 . 3 
i 

8 . 6 18 .3 22 .2 2 7 . 3 

Turkey 7 . 4 1 6 . 5 21. ß 2 4 . 6 
I 

5 - 5 ! 9 . 4 1 8 . 3 1 2 . 6 

Scypt 12 .2 14.1 26 .7 3 4 . 9 7 . 7 5 . 9 6 . 8 1 1 . 4 

Syr ia O •5 1 . 3 n. a; 2 . 6 2 . 6 2 . 9 n. a. 

I ran 12 .5 1 8 . 3 1 5 . 2 n. a. 9 . 7 9 . 5 9 . 4 12 .7 

India 1 . 3 1 . 6 2 .1 2 .7 -7 . 9 1 . 7 4 . 0 

Burma . 5 
• 3 

1 9 . 0 n. a. 1 .2 2 . 6 2 . 2 n. a. 

Ceylon 1 5 . 6 12 .3 6 . 3 11 .7 1 3 . 5 1 1 . 3 6 . 0 5 . 2 

Indonesia . 5 1 .1 3 - 6 3 . 4 . 9 2 . 4 6 . 6 5 . 5 

Argentina 2 .1 7 - 8 7 . 4 na a 1 . 8 7 . 1 8 . 2 n .a . 

3 r a z i l . 7 1 . 5 3 . 3 n. a» S 1.1 2 . 9 n. a. 

Uruguay . 4 9 . 5 5 . 7 2 . 3 . 4 •9 1 .1 2 . 2 

Cuba •1 6 . 3 5 . 0 1 . 2 •3 rw a. 

( l ) p a r t i a l data only 

n® a» not avai lable 

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

a l s o Direct ion of Internat ional Trade Annual 
Issue 1955 and Nov. 1956 
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