-

DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

TR TN TS
NORTH ATLANTIC COUNCIL ===

‘\; Q > EXEMPLAIRE y
w2l
COPY

-
.
M ‘

LNGLIS” ONLY

e e

6th July, 1960 TORT: Il\lG PJLPER S ™)L

NATO _UNCLASSIFIED,

b e

AC/69-1P/67

SUB-COMMITTLE ON SOVIET ECONOMIC POLICY

THE _ECONOMIC OFTLNSIVE OF THE SINO-SOVIZT BLOC

Note by the Chairman

Attached is a report prepared by the Economic Service,
covering Sino-~Soviet bloc economic offensive activities from
1lst OCuObCP, 1959, up to 30th June, 1960.

Delegations are invited to forward in writing to the
Secretariat any comments they may have on this paper. A revised
version will then be ilcssued for consideration at a meeting of the
Sub~Committee to take place after the summer recess.

(Signed) R.E, LUKE

OTAN/NATO,
Paris, XVIe.

NATE MNGLASSIEIED




. 5 NATO _ UNCLASSIHEB'

AC/B9NID/67

=
% THE ECOMOMIC OFTENSIVE OF THE SINO-SOVIET BLOG
g
-
% I. DECENT GENERAL DDVELOPMENTS
=) From lst October, 1959 to date, credits and grants
€3 extended for economic purposes by the Sino-Soviet bloc to under~
gg developed countries of the Free World amounted to $841.2 million
dlstrlbuted as follows:
et «
@ USSR to UAR $287.0 m11110n Janvary, 1960
= i to Indonesia $250,0 February, 1960
- " to Cuba 4100,0 v Pebruary, 1960
Z. L to Yemen §15.0 "  March, 1960
o it : to Iraqg $ L5.0 " May, 1960
% China (grant) to Hepal $ 21.0 J 21st March, 1960
E\* Poland to Indie L 31.5 " May, 1960 .
C) Czechoslovakia to India 5 L8.5 i ' November, 1959
= " to India(l) $ 1.7 it February, 1960
o i to Tthiopia ¢ 10,0 i 11th December, 159
B n to Brazil(l) § 1.5 L '
% o to Indonesia § 30.0 " _ 17th May, 1960
_‘_@1 TOTAL §8L1.2 million
Q e R et
ol 2 The chart below shows the developmcnt of economic azid
EE extended by the Sino-3oviet bloc each year since 1954 to date.
g LCONQIHIC AID EXTENDED BY YERAR BY THE SINO-SOVILT BLOC
— 1954 ~ 30th June, 1960
7))
& (in miIlions of US dollars)
i $ Millions
. - : ‘
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(1) Credits extended to private firms.
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5. The major portion of the new credits granted by the:
goviet blee during the period under review will not be drawn upon
for several years to come. Oon the other hand implementation of
previously granted crcdits is now beginning to gather speed and
it may be that the drawings on these credits will exceed the
lavel of 4200 million a year reported in the last report. It
will, however, continue to be well within Russia's capacity to
supply capital equipment.

L. The bloc has continued to make offers of credits and
economic assistance to many countries: among others large~scale
additional aid to India may be expected: none of the credit
offers mentioned in the last report have been taken up. The
following offers may be considered still valid:

$ million

From USSR to India 20 - 630
" i ! jMorocco 37 ~
1" H " British Guiana 70 .
" i - " Mexico . 100 S
u " t Cyprus unknown
u " W oPunisia - unknown
i " " Bolivia 60
i " ® Brazil 100
it Czechoslovakia ' Indonesia 3
"  Rumania - " Indonesia unknown
' Bastern Germany % Irag — unknown
" Czechoslovakia v Iraq unknown
- Poland " Brazil : 30
5 Only small-scale grants have bceen given by the USSR

during the period under rcview: a technical school ($2.8 million)

to Ethiopia, a hospital to Indonesia, ten technical training

centres to Irag, 50,000 tons of wheat to Afghanistan and 2,000

tons of wheat to Ethiopia. _ P

6. Communist Chincese penetration moves during this period S
have been limited to a grant to Nepal of {21 million and a gift
of 10,000 tons of rice to Guinea. A 330 million credit
previously granted to Indonesia has been cancelled as the result
of the strained political relations between the two countries,

T The only new military credit reported has been extended
to Afghanistan, The supply of arms under earlier agreements
seems to be nearing its completion except perhaps to Indonesia,
vhere the delivery of a number of war vessels has been reported.

8. The Soviet bloc appears to attach increasing importance
to education, By the end of 1959 the new “University of
Peoples' Triendship" had started its activities. This University
is intended to train and educate annually up to 4,000 Asian,
African and Latin American students in various fields, such as
engineering, agricuiture, medicine, cconomics and teaching. The

NATO CCIRIDENTIAL ~ly~
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cost of travel to and from the USSR and the accommodation and
education expenses are to be met by the USSR. In addition a

stipend and free medical care will be given to the foreign
students. (1) It is stated that the ncw University intends also
to invite University teachers from these regions. At the same’
time, an "African Research Institute" has becen opened in Moscow,
indicating the special interest the Soviet bloc is taking in the
developnents in this part of the world.

9. In the regions where the Sino-Soviet bloc has been
providing cconomic assistance for scme time, it appears that the
local governmcints are becoming increasingly aware of the dis-
advantages, and cven dangers, reclated to Sino-Soviet penctration.
Recent reports from Egypt, Iraq, India and from a certain number
of smaller South-~Hast Asian countries seem to indicatce that the
period of casy confidence, which marked the takce~off stage of
gino-Soviet bloc assistance to underdeveloped countries in those
arcas is necaring its cnd. "The Times" recently described this
phenorienon as a result of the law of diminishing gratitude®.

10, llajor successes have becn scored in countries with
relatively inexpericnced governments such as Cuba and Guinea.
It also appears likely that in the future Soviect penetration will
rcpresent the greatest danger in countries where little expcrience
of govermment is combined with economic difficulties, particularly
in disposing of export products. The newly independent countries
in Africa, such as Somalia and the former Belgian Congo, would
thercfore secm likely targets for further Sovict cconomic
offensives as the new governments of thesc countries may well
consider that the acccptance of some assistance from the Soviet
bloc might reinforce their newly-won independence of the West.

11, The credit conditions offered by the bloe: long-term,
low-intercst rates and, cven more, the possibility of repayment
in goods produced by the receiving country, arc temptlng to
govermients of underdeveloped countries facing major economic
and social difficulties.  The extent to which the creation of
the IDA may provide an altcrnate source of cqually attractive
loans from the VWest still rcemains to be seen.

i2. More gencrally, it is still uncertain to what extent
the various efforts to co-ordinate Western aid to underdeveloped
countries, including the new OECD, will increase the capability

of the - ost to counitcract efflclently the economic offensive of
the Jastern bloe.

IT. HIGHLIGHTS BY ARLA(2)

A. MIIDLE DAST

13 In the period undcr consideration, bloc economic
activity in the Middle Hast has becen concentrated on the countries
wherc a considerable economic effort had already been rcgistered,

(1) Por further details sce AC/119-WP(60)23/1
(2) Tor detailed country rcports, see Annex
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i.c. the UAR, Iraq and the Yemen, The major bloc initiative in
the area has been the granting of a credit for the second stage
of the Aswan Dam. Otherwise 1ittle change in the situation has
becen rcported. Implemcntation of widely publicised projccts
has been slow and there are signs of growing awareness by the
rccipients of the drawbacks and limitations of Dastern aid.

1h. The economic offensive by the Sino-Soviet bloc in
Iragq still represcnts a greater danger to the West than penetra-
tion in othcer countrics of the region. A new agrecment concern-—
ing the creation of training centres in Iraq to accommodate L,000
trainecs has becn signed and Eastern Germany is to build 17 small-
scale industrial plants. An additional USSR credit of
&hd million has been granted for railway construction. Sceveral
contracts have been signcd under the cecconomic and technical
co-operation agrecement of 1959, which cxtended a credit of.
w137.5 million to Iraq, and there have been more reports of
progress in prospecting and designing spectacular projccets. Out
of 25 projccts under this agreement so far only one, a broad-
casting station, has becn completed. There havc been a number
of reports of Iraqi discontent at the ineffcetiveness of Russian
assistance and complaints have been madce that the qualifications
of somec Russian c¢xpcrts arc not up to Western standards., The
traditional trade patterns have not grcatly changed and Iraqi
imports from the Soviet bloc amount t0 less than 10% of total
imports.

15, The Egyptian scctor of the UAR continucs to rely
heavily on close cconomic relations with the Sovict bloe. ,
Through the granting of a ncw credit for the sccond stage of the
Aswan Dani, the Sovict Union has ensured that she will continue
to oOccupy an important position in the Egyptian cconomy and, in
spite of an increase in cotton sales to the West, the bloc
purchases about half the Egyptian cotton crop. The weakness of
the local Communist party and the determination of the Government
to remain indcpendent, supported by a highly nationalistic ‘
popular movement, alleoviates, however, the danger of Communist
penctration and signs of the régime's awarcness of the dangers of
Corununist infiltration have not been lacking in the pcriod under
review. Implcamentation of assistance under the 1958 agrccement
has continued but at a rather slow pace and therc are reports of
Igyptian complaints about the poor quality of matcrial received
from the bloc.

16, In the Szr@an scctor of the UAR the Czechs have made
gew proposals following up the success of the o0il refinery at
onms. : ,

17. Thc UAR rcequest for accommodation for'Egyptian students
in the West instecad of i1 Russia prescnts a major challenge %o
Western initiative.,

,18. It is rcported that the USSR has granted a new credit
of wlb million to the Ycmen. This credit, in addition to
prcevious Russian and Chinese loans, should have a substantial
impact on the cconomy of that country.

NATO CONFIDENTIAL ~6-
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B.  ATRICA

19. The Soviet bloc is clearly dcemonstrating its increasing
intercest in Africa; +the USSR has recently sct up in ioscow an
African Research Institute and Khrushchev is planning to visit
Africa later this yecar. Bloc trade missions have visited a
nuiber of African countries: Rhodesia and Nyasaland, Union of
South Africa, Liberia, Guinca, Ghana, Tunisia, HMorocco and
Ithiopia. This increascd intercst is especially dangerous
bccause many ncwly independent countries, anxious to develop

their cconomics, are particularly vulnerablc to Communist pene-
tration,

20. Guinea continues to be a major target for the Soviet
cconomic offensive and renains the most responsive of the inde-
pcndent African countries. The Soviet Union has agreed to
implcement a previous aid agrcement by projects of particularly
popular appcecal, such as a national assenbly building, a stadium,
an airport and connccting highway, and some railways. In
addition, thec Soviets will deliver agricultural and building
cquipment and constiruct a polytechnical institute in Conakry.
Whcereas the Soviet credit was originally stated to be freely
convertible, it has now bccome evident that it is ticd to Soviet
goods and services. . :

21, Guinea's rccent withdrawal from the Franc zone has led
to a substantial fall in hcr trade with Francc. The Soviet bloc
is boginning to replacc France as the main buycr of Guinea's
agricultural products which were previously sold on the protected
Irench market. The bloc is continuing to exploit cvery opportu-
nity to expand its bridgchcad in Guinca. In recent months, both
the USSR and China havce opencd permanent press offices in Conakry
t0 cover the arca. In addition, a permancnt hall for the display
of Soviet goods is to be constructed. There are signs that
Sckou Touré is beginning to be worricd by the amount of Comnunist
propaganda in thc country and thc attempts by the Conmunists to
infiltratc the Democratic Party.

22, Communist activity in Ithiopia has continuecd to be sub-
stantials The Sovicts have made spceecific proposals for implement—
ing crcdits by financing dcvelopmcent projccts in agriculture,
transport and industry. The Russians arc sctting up as a gift
a tcchnical training school probably to be staffed by Russian
techniclans, A Sovict industrial exhibition has opencd in
Addis-Ababa.

25, It appears likely that the Soviets will accelcrate
their ccononilc offensive in Africa in the near future. Of the
many countriecs beccoming independent this ycar, Somalia and the
Belgian Congo, with very uncxperienced governments and serious
cconomic problems, should be particularly obvious targets for
gsovict activitics.

L [NaTQ ONGIASSIFED]
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C. SOUTH AND SOUTH-TAST ASTA

2h. On the world list of underdsvceloped countries which
have beon recciving Sino-Soviet bloc assistance since 1954, India
ranks tOpa By mid-1960 the total of crcdits and grants extended
by the bloe to this single couniry cxcecded ;800 million, i,e,
riore than 4+ of the total cconomic aid cxtendecd by the Soviet bloc
and by far the largest part given to any singlc country of the
Trec World. The nwibcer of Sino-Soviet bloc technicians and
spccialists at work in the country by the beginning of this year
was reported to be about 1,170. TFollowing the $378 million
credit extended by the USSR to India in Septomber, 1959, the most
rccent additional moves brought the Satellites into the limelight.
Czcchoslovakia and Poland added a substantial contribution to the
USSR cconomic assistance.

, 25, During ,thc period under rcevicw, the Soviet Union has

been concentrating on the implementation of its large-scale agree-

ments., She has now accepted Indian exports as repayment for all -~
previously exteondced Soviet credits; formerly the USSR had the ; ?
option of accepting cithcr Indian products or paymcnt in sterling, i
A similar clause was includced in the recent credit agreements with

the Satellitos. After the visit of the Soviet Premicr,

Khrushchev, to India in February, 1960, it was understood that

the USSR might be willing to give between $L20 and 8630 million
additional credit aild for India's third Fivc~Ycar Plan (1961-1966),

26. In spite of all these efforts the Tibet affair and the
Indo~Chinesc bordcr incidents have undoubtcdly had adverse repcr-
cussions on furthcr Sino-Soviet bloc penetration in Southern Asia
in gencral and in India in particular. - The USSR succeeded,
however, to a ccrtain extent in avoiding identification with
China's aggressive policy.  During his stay in India, Khrushchev
attacked crudcly the cconomic assistance programme of the Free
World, but these statcments met with little succcss. The diffi-
cultics facing Sovict cconomic penctration in the country have been
adnitted by Khrushchev himself(1). The coolness towards Soviet
propaganda may be partly cxplained by the stir created by the
Indo-Chinesc bordcr incidents but also by the widespread impression
that the Irec World is taking a serious interest in the success of
India's development plans. This was again demonstrated by the
recent bankers' mission under IBRD auspices and by the $1,276 mil-
lion United States wheat agrecement.

Yo

27. The two most recceptive countrices for bloc penetration in
this pgrt of the world remain Indonesia and Afghanistan. A »
spectacular stop was the new $250 million loan granted by the USSR
to Indonesia. However, at the present stage of her development

DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

(1) It has been reported that during a banquet at the end of his
Indian tour, Khrushchev said: ™Je, in our turn, cannot
understand you. For so many centuries you havec been oppressed

Ey Solonialists, yet you still do not feel as strongly as we
O.
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it ray take some time before Indonesia will be ablc to absorb the
new aid in such fields as nuclear reactors for scientific research,
iron and steel plants, non-ferrous metals and chemicals. Only
about 4 of the carlier {100 million USSR loan has actually been
drawn upon. The political tension between Indonesia and China,
which started during 1959, is still hampecring Chinesc penetration
and to a lesser extcnt Sov1ot aid. The low dcegrec of efficiency
of thec Indonesian administration constitutes another element
rcducing the country's capacity to absorb Sovict aid.

-9

28, Afghanistan's exceptional geographical situation makes
it cxtremely hard for the Free World to counterbalancc the steady
growth of USSR- influencc in this country. The building of a
sccond road linking the USSR border with the heart of Afghanistan,
the further improvcement of the Kabul airport and the presence of
about 1,000 Russian experts, including some 170 military advisers,
rcflcet the growing association of this country with the USSR.

- MISE EN LECTURE PUBLIQUE

29. gonie smaller South-BEast Asian countrics such as Ceylon
and Burma have cecxpericnccd disappointments in the implementation
of cconomic agrcements with the bloc and during rccont months
have tried to gain some elbow-room within the limits of these
agrcemcnts. Ceylon discovered -the dlsadvqntﬂgcs of her long-tcrm
bartcr agrechnient with China as the prices of the commodities con-
cerincd have mobed in a dircction which favoured free market

operations. USSR assistance has proved rather unsatisfactory to
the Burmesc.

50, The thrcec Asian SEATO countrics, Thailand, Pakistan and
the Philippines, kept well out of the sphere of influence of Sino-
Soviet bloc penctration, although Thailand's rubbcr cxports to the
bloc have increased.

1. llcpal rccently agreed to accept Chincse cxperts and to
scnd trainecs to China. This is in addition to technical aid
from thc USSR. Sino-Sovict penctration has been counteracted by
incrcascd assistance from the Free World, and ecspccially from
India.

De. LATIN AMERICA

32. Cuba is the Latin Amcrican country in which Communist
bloc econoniic pcnetration has becen most cffective. Operating in
the revolutionary atmosphere in Cuba the Soviets have made striking
inroads. The USSR has made available a $100 million credit for
industrial developmcnt. Extensive Sovict tochnical assistance
will be granted to Cuba. Trade with thce Soviet bloc has in-
creascd and will take up about 15% of the country's total foreign
trade. For the first time, the Cubans have agrcecd that sugar
cxprts be repaid in Sovict goods rather than in convertible
currecncics, The agrecment with Russia calls for repayment as to
20% in dollars and 80% in Russian goods. The USSR has made
serious propaganda efforts by opening a large scicntific and
cultural cxhibition in Havansa. In this connection, it may be
mentioned that the United States has felt compelled to discontinue

its technical assistance to Cuba.
-9 NATQ. o UNGEASSIFIE Dﬁ
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33. Argentina has served notice of its intention to
terminate bilatcral trade and payments'® agreements with all
ZJast Buropean countries exccpt the USSR, whose 4100 million
crcdit she is now drawing on. The 1958 agrecment for the supply
of petrolecum equipment from the USSR has been amended to apply
also to supplics of other capital goods.

3L, At a time when Brazil is experiencing difficulties
in selling her coffce production, Russia has signed her first
trade agrcement with that country. Brazil will export coffee
and other products in exchange for petroleum, wheat and metals. -
Bragzilian trade with the Satellite countries is expanding.
Bloc countrics have also becn active in promotin% trade with
Chile, Colombia and Mexico. A USSR offcr of a $100 million

credit To Mexicoe has been rather coolly received. Bolivia is
reportedly negotiating a 60 million credit with the USSR.

i
"
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ANATYSIS BY COUNTRIES

MIDDLE BAST

The economic relations between the
United Arab Republic (Egypt) and the bloc have
continued to develop along cstablished lines,
despitc the fact that the political climate remains
rather unfavourable for the bloc. In January,
1960, an agreement was reached providing for a
$287 million credit from the USSR for the construc-
tion of the sccond stage of the Aswan Danm, This is
in addition to the earlier $100 million credit
extended by the USSR for the first stage of the Dam,
on which work finally began .in January, 1960, The
terms of the second loan are the same as for the
first one: an interest ratc of 2.5% a ycar with
capital rcpayment spread over 12 annual instalments
starting one ycar after the completion of each stage.
The USSR cxpects construction of the Dam to take
threc yecars lcoss than originally planned by Western
expcris, Egyptian goods may be uscd for repayment
of the loan. The USSR now has the full responsi-
bility for the construction of thcec Dam and the
British firm which had been acting as consultants
for the Lgyptian Govermnment has becn notified that
its secrvices will no longer be required.

2. Undcr the 1958 credit agreement with the
USSR, Lgypt was to receive Soviet assistance for the
construction of a number of industrial projects.
According to some reports, 76 projects fall under
this agrecemoent; of thesc only 3 textile mills and
one laboratory are ncaring completion. It is not
known how much progress has been made on the
remaindcr of the projccts. The USSR has stated
its intention of playing a major rOle in the
industrial development of the UAR. Thus, the Vice-
Chairman of the State Committec for Foreign Economic
Relations of the USSR Council of Ministers announced
in March, 1960 that more than 100 industrial
projects would be built with Soviet assistance in the
UAR, including 6 steel plants, 6 engineering works,
0il, chemical, textile, and food industry establish-
ments, irrigation and hydro-cngincering installations
such as the Aswan Dam. On the other hand,
reports from Igypt state that the Egyptians have
been appalled at the low quality of Soviet spinning
mill machincry; thus, a British has bccn asked for
guotations for recplacing Sovict combers which the
Bgyptians considered useless. 3—

11~ INATOL %%%%%é@ﬁg{ _
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3. The USSR is constructing in Igypt 20
vocational training centres capable of training
5,000 workers during a .single training period.

L. The economic situation has considerably
improved owing to0 a rise in world dcmand for cotton
which led to a price increasec of sbout 15%. The

share of Igyptian cotton sold to bloc countries,

which declined slightly in 1958/1959, has dcclined
further in the scason 1959/1960. At present it
accounts for about 50% of total cotton cxports against
62% in 1958/1959 and 65% in 1957/1958.

5 It is reported that the USSR is to open a

.new line of credits to Syria incorporating the

unused portion of the credits made available in 1957.
Following up their success at the Homs rcfinery,

the Czechoslovakian tradc corporation “"Tekhnoexport
has offcred to build a chemical and fcecrtilizer plant
complcmentary to this refinery. Sonie form of credit
would probably be extended for this purpose.

6. Under carlier agrccments, the Bulgarian
State concern "Technoimplex" is complcting a dam at
Rastan as well as the construction of silos at
Latakia. The USSR is to0 survey sites for a major
dam on the Iuphrates, on which construction is
expected to start in 1962 and which should be com-
pleted within four years.

7. A large number of Sovict bloc technicilans
arc working in Syria, inter alia on a geological
survey and petrolcum prospeccting. Several hundred
arc involvecd in the survey of the Tuphrates river.

300 Czech specialists arc enmploycd at the Homs
refinery.

8. In February, 1960, Bastern Germany and the
UAR signed -a protocol which calls for an expansion
of tradc between the two countries to 380 million in
1960, compared with 57 million in 1959. In the
first ninc months of 1959, oﬁports to the bloc coun-
tries declined from about 57% to 12% of total exports.
In the samec period, however, imports from the bloc
increasecd, The cxisting shipping service between

- Bastern Germany and the UAR is to be extended to

include calls at Latakia and Beirut, Alexandria
remaining the terminal. There is also to be a
regular scrvice between Soviet Baltic ports and the
UAR (a scrvice from Black Sca ports already exists).
The number of UAR students in the USSR has droppecd
substantially as a result of a deliberatc policy on

NATO CONFIDENTIAL ~12-~
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the part of the UAR Govermment which was worried by
the extent to which the studcnts rceceived political
indoctrination(l).

9. In March, 1960, the USSR granted a credit
of $15 millicn to the Yemen in addition to an
earlier one of the same amount. In December, 1959,
Russian experts were in the Yomen t0 carry out a
survey of agricultural projccts. It is also
reported that about 700 Chincsc arc working on the
road fron Sana'a t0 the port of Al Hudaydah, which
is being built under the direction of about 300
Rusgian experts.

10. Irag in May, 1960, roccived a new credit
from the USSR of $45 million and Czechoslovakia
has offcred a credit of {30 million; it secms
likely that this offer will be accepted.

11. A number of projccts are under preparation
to implement the March, 1959, agrccerient by which the
USSR granted Irag a credit of §137.5 million.
Russian specialists have completed their main
geological prospccting along the Tigris and the
BEuphrates. They are dcosigning several large
enginccring installations on thesc rivers: a dam
and a power station at Tatha on the Tigris, two
othcr dams for regulating the flow of the Buphrates,
possibly a large reservoir for regulating the flow
of the two rivers, and a 310-mile canal betwcen
the rivers, which will drain a very large arca of
land. Iraq signed in April, 1960 a contract with
the USSR under her prcviouvs agreemcnt for the
developmcont of o0il resources in the Khanagin area
which was relinquishced by the BP Company to Iraq.

12. Contracts have been signed with the
Soviet "Tekhnosksport' for the reconstruction of the
neglected Baghdad-Basra railway linc and for a new
linc between Kirkuk and Sulaimaniya. A sitc on
the Tigris ncar Baghdad has bocn scleetcd for the
first Iraqi steel plant which will provide rolled
stecl for farm nachinery and construction and cover
ebout 20% of Iraq's present steel requirements.,
A contract has also been signed for the construction
of a.shipyard with a yearly capacity of ten ships
off 800 d.w.t. cach and some smaller craft. This
project, to be situated ncar Basra, is expected to
be completed rapidly. The USSR will further build
a large antibiotics factory at Samarra, & sulphur

(1) Tor further details see AC/119-VP(60)11
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IRAQ

(contd. )

works at Kirkuk and a caimnery at Karbala, A
technical assistance agrecment has been signed
providing for the construction of -a nuclear rcactor
and an isotopc leboratory and for organizing
rclated research work and prospecction for radio-
active ores. It is announced that Soviet
specialists arc dcesigning two grain elevators to

a value of $l.5 million. 3L Soviet experts

will help to establish five state forms and agri-
cultural mechine stations. 38 Soviet experts arc
vorking in the harbour administration.

15. In Decomber, 1959, Irag and the USSR
signed a technical training agreemcnt according to
which the USSR will assist in sctting up 10 big
centres for training Iraqis in the fields of radio-
teleconnunications, petroleum industry, agricul-
ture, river transport, clectronics, railways,
wecaving, spinning, metal shect cutting, road-
making machinery and air corwiunications. About
14,000 workcrs will be trained by Soviet experts
and the schools will be provided with the most
modern equipment. The centres will also producc
manufactured goods. 100 Irag spccialists arrived
in the USSR in Dececmber, 1959, for training and an
additional 36 engineers and tachnicians are
expected. They will bec: trained to work in the
antibiotics factory and sulphur works the USSR is
going to build, as mentioncd carlicr. Iraqis
will also be trained in the USSR in various other
ficlds.

1k, Irag has accepted an offer from East
Germany for the construction of 17 small-scale
industrial plants but it is not clear whether
credit is involved or if they will be paid for
under the provisions of thc existing trade agree-
ment. The Iraqi Government is considering a
similar offer from Czechoslovakia. Iraq railways
have agrced to employ thce Czech organization
"Transalkta® to act as their purchasing agents for
all kinds of operating stores and to provide tech-
nical and advisory services. This would include

- advice on acceptance of tenders and choice of con-

sultants, These services were previously provided

- by the British whose prices havc becn undercut by

the Czechs by 25%. However, the railway authori-
ties,-it is reported, intend to have international
tenders for their larger contracts.

15. There are reports that the Iragis have
been disappointed with the way in which the agree-

- ment. with the USSR is being carricd out: the

opinions of the Iragi experts are disregarded; it
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takes too much time to complete the projects; and
some are choscn t0 suit the USSR's capability to
supply cquipment rather than to mect Irag's economic
neceds. It is belicved that the Iragis will insist
in the future on choosing projects morc in linc with
Iraq's economic interests. On the other hand, some
Westoern observers consider the Russian performance
gquitc good. The first Soviet trade fair was opened
in Baghdad on 10th April, 1960. A trade agreement
was signed with Bastern Germany on 3rd June. Up
ti11l now, Pcorientation of Irag's foreign trade
towards the bloc secems to be less important than
might have bcen feared; +tradc with the Communist
bloc is still less than 10% of Iraq's foreign trade.

16. According to press reports, a new trade
agrcement has becn signed between Iran and Poland,
providing for trade between thc two counisries of
$11.2 million each way during 1960-1961. A
Czechoslovakian delegation, in January, 1960, is
reported to have purchascd 80,000 tons of phosphate
in Jordan. In the Lebanon a Hungarian State trading
concern and an Austrian cnginecring firm are jointly
to bulld a large power station. Lebanese cxports
to the USSR in 1959 werc twicc the 1958 lcwvel; they
includcd at lcast 120,000 cascs of apples.

17. Barter agreements betwecn Cyprus and bloc
countries in 1959 involved Cypriot exports wvalued at
5.8 million or about 8% of Cypriot cxports compared
with 2¢ in 1958, Most of this trade is arranged by
a Communist-controlled trading organization. Cyprus
is cxchanging L,000 tons of raisins with the USSR
for tinned mecat,. fish, pharmaccutical products and

;. ccment. The first 5,000 tons of a 20,000 tons'

order of cemecnt from Russia arrived at Limassol in
February, 1960, It is reported that they will be
sold 6% cheaper than locally produced cement., The
Soviet Tckhnocksport has signed an agrcemcnt with a .
Cypriot firm to build an auvtomatic flour mill at
Paphos. If this projcct matcrialises, it would be
the first bloc construction project in Cyprus. '
Russian sources have mentioned no special credit
arrangecment but have stated that payment would be
madec in agricultural products which were being
"'rejected by Westcrn Huropean countrics'. It has
alsoc becn reported that the USSR would provide
tcehnical aid.

AFRICA
18. The Soviet bloc has been extremely active

in Quinea, which continucs t0 bc the most rcsponsive
of thce African countries. On 3rd March, 1960,

15 [NATQ U




DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

NATO CONFIDENTIAL -16-

ANREX T to
4G/ 89-WD/67

GUINEA

et

z conbtd. )

agrecment was reached on a number of projects which
would be financed under the 1959 agreement with the
USSR: a polytechnical institute for 2,500 students,
many administrative buildings, a stadium to sent
25,000 persons, reconstruction of the Conakry-Mamu
railway, improvement of the Conakry airport, a
geological survey, a 17,000 hectares State rice farm
and a number of dairy farms, a cement plant, a
printing plant, a tannery and a cannery. A cultu~
ral agreement was also signed with the USSR and
Czechoslovakia, ,

19. In addition to an earlier grant of 5,000
tons of rice delivered in July, 1959, Communist China
has offered Guinea a further gift of 10,000 tons.
part of which has already arrived in that country. .
Several hundred Communist Chinese agricultural /“3
specialists are scheduled to arrive in Guinea to !
assist the Government in its programme for the
raising of livestock and the cultivation of rice.
The first group was reported t0 be in Conakry at the
end of February, 1960, The two countries signed a
cultural co-operation agreement in October, 1959,
and at the samc time arranged for the exchange of
diplomatic representation, President Sehon Tourd
has acccpted an invitation to pay an offiecial visit
0 China before the end of this year.

20. Guinea will import 5 million worth of
capital equipment from Czcchoslovakia. A Czech
industrial exhibition opened in Conakry on 3rd March,
1960, and an agency for Skoda cars, trucks and
motorcycles at very low prices will be established
in Guinea. The Czech press reports that 60 medical
service personnel will arrive in Guinea in 1960; e
in February, 1960, 15 had arrived under the terms of
the long-term credit agreement of July, 1959.

21, Hungary will undertake the construction of
a small flour mill; the equipment has arrived and
Hungarian technicians will make the installations.
This project is being carricd out under the terms of
the Guinea-Hungarian trade agreement concluded in
1959.  On 1st October, 1959, Guinea concluded with
Bulgaria an economic co-operation agrecment and a
trade agreement, providing for exchanges of Guinean
agricultural products in return for Bulgarian indus-~
trial and consumer goods. Guinea has also signed
a trade agrecment with Bastern Germany covering the
years 1960-1965 and a detailed tradec protocol for
1960, The protocol provides for an increase in
prado both ways and the agrcement chvisages further
increases in the future, Fastern Germany will

NATO CONFIDENTIAL - -16-
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GUINEA  supply small plants and equipmcnt, fertilisers,
(contd.) cement, textiles, sugar, flour and othcr consumner

goods in return for bananas, olecaginous plants,
lemons and coffee.

22, 250 Guinean students are studying in Moscow:
150 of these are .said to have been transferred to
Tashkent to receive military training. Another 20
students have arrived 1n Praguc possibly for military
training. '

23+ Apparently following the advice given by
bloc experts, the Guinean Govermiaent has adopted a
policy which is likely to create serious difficulties
in their foreign trade. The decision to leave the
franc arca means a loss of a protected high-price
market for their agricultural exports. In the
future tley will to a large extent depend on Hastern
markets for the disposal of these products. The
Guinean attitude towards Western cconomic policy also
secms to be influenced by Soviet bloc advice; it is
significant that thc country has not wished to join

the International Monetary Fund and the International
Bank.

QniIQPIA 24. In March, 1960, it was announced that the
USSR had offered Ethiopia a technical school to be
built at Barr-Dar. T%is school will provide tech-
nical education for 1,000 stulents in textile and
other local industries. It is reported that the
Bthiopian Government may accept Russians as teachers.
The cost of the school would reach about $2.8 million.
In December, 1959, an agrecment was signed with
Czechoslovakia covering economic, technical and
cultural relations. This agreement provides for a
$10 million credit over a period of 10 years.

25. In March, 1960, Lthiopia and the USSR signed
a protocol recgarding the implementation of part of
the $100 million credit extended in July, 1959.
Projects mentioned include a $10 million refinery,
a gold-ore dressing plant, geological survey and a
survey of the possibility of sctting up a metallur-
gical plant, 0il companies opcrating in Ethiopia
have been approached to find out whether they would
distribute Soviet olil and have also been warned to
lower thelr prices as o0il was available at a lower
price from other sources. %6 million of the
$100 million credit has already been allocated for
purchase of Sovict refined petrolcum products.

o INATO. UNGHASSIEER]
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TTHIOPIL 26. In November, 1959, an agreement was reached

(contd.) on the expansion of trade with the USSR. Soviet
exports will include machinery, tractors, motor-cars,
electrical and pharmaceutical goods. Ethiopia will
export coffcee, hides, skins, 0il seeds and fish
products. The USSR is carrying out a heavy advert-
ising campaign in Ethiopia for Sovict goods.

27. Other Soviet bloc act1V1tles in BEthiopia
have included a gift shipment of 2,000 tons of wheat
for relief purposes. The Sovicet wheat arrived
shortly before a similar shipment from the United
States. A Czech scientific mission has undertaken
a geological survey in Ethionia. Three Czech
scientists are conducting a study of the country's
thermal springs as the Iuperor is intcrcested in
developing tourism.,

GHANA 28. . Unconfirmed press reports have mentioned

a Russian offer to finance the Volta river project
~ in Ghana. The Government is discussing with the

USSR the possibility of establishing a steel plant;
this follows a survey of the iron ore decposits in
North—Eastcrn Ghana, made earlier by a Polish mission.
Ghana's trade with the Communist bloc is developing;
it was reported in January, 1960 that China had
bought 2,000 tons of cocoa beans valued at about
$1.3 million., This secms t0 be the first Chinese
purchase in Ghana since the latter became independ-
ent. Chinese exports to Ghana, previously negligi-
ble, amounted to $l.3 million in the first scven
months of 1959. An East German industrial
exhibition opened in Accra in March. CGhana has
signed a trade protocol with Hungary as a preliminary
step towards a future tradc agrecment. Hungary has
‘offered ten scholarships and has invited a Ghana
delegation to visit Hungary in the ncar future.

TUNISIA 29, During recent negotiations with Tunisia,
decaling with the 1960 protocol under the 1957 trade
agreemcent with the USSR, the question of cconomic

" and technical assistance was raised and the Russians
promised to give it "favourable consideration',
A small Czech team of experts is in Tunisia to assess
the scope for possible technical assistance. This
is the first concrete sign of Tunisian willingness
to accept such assistance from the Soviet bloc.
Tunisian trade with the bloc continues to develop.
Besides the renewal of the agrecement with the USSR
Mmentioned above, she has renewed her trade agreement
with Bulgaria, and the President is planning to send
a mission to Poland and Czechoslovakia to discuss
barter agrecments providing for the import of Polish
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and Czech heavy equipment. In January, 1960,
Tunisia was also considering proposals for a trade
agrecment with East Germany, but she has refused
offers to cstablish consular relations and a youth
cXchange programe.

30, Libya has reconsidered the USSR offer for
the construction of two hospitals. In principle,
she has acccpted the offer but with conditions so
scvere that the Russians are thought unlikely to
acccpt. This move seems mainly designed to stimulate
further Viestern offers of aid. There have been
reports that the Czechs have offered machinery and
complete factories on liberal credit terms to g
Libyan Chamber of Commerce mission which wvisited
Czechoslovakia in November, 1959.

ASIA

31. Afghanistan has received a crcdit of
$15 million from the USSR, repayable in 50 years
without interest; +this credit is being used for
petroleun cxploration in the northern part of the
country. 0il is reported to have been found on 10th
April. Preliminary information indicates that
production from the ficld which has bcen found might
be well in cxcess of Afghanistan's noceds. Under the
previous credit agrcemcnt with the USSR, a number of
important projcects are under construction. By the
end of 1959 about 479 million of this $100 million
credit had been committed to specific projects.
The USSR is building two hydreo-clcctric power
stations on the Kabul rivcr, one at Naghlo and another
at Darunta. The Soviets are also carrying out
modernisation at the Kabul airport at a cost of
$3 million. Preparatory work has begun on the
L70-mile concrete road from the USSR to Kandaohar,
on which agrecnicnt was reached in May, 1959. It is
now reported that the construction of this road will
cost the Afghans $12 million, whereas previous reporits
indicated that the Soviet grant of $80 million would
also cover the local cost,. Anothcr road from the
Soviet border to Kabul over the Salang Pass is belng
built by Sovieit enginecrs.

32. A number of civilian Afghan technicians
have gone to the USSR for training. This appears to
represent a change in the policy of the Afghan
Government. It is estimated that, in addition to
170 sSoviet military personncl, more than 900 Soviet
techniciang are in Afghanistan. In August, 1959 the
USSR provided Afghanistan with a credit of &6 million
for the purchase of military equipment actually worth
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about $24 million. Since 1956 some 340 Afghan
officers have received training in the USSR and
about 140 officers arc actually there. It is
cxpected that in five vears' time all Afghan
officers will have received training in Russian
Service schools.

33 The USSR has madc a grant of 50,000 tons -
of whedt for 1960, A trade protocol was signed
on 9th Fobruary, 1960, between Afghanistan and
Czechoslovakia, calling for a 5% increase in trade
in 1960 comparcd with 1959. Czcchoslovakia will
import cotton, wool and oil sceds and will export
engineering equipment, complcte plants and consumer
goods.

34, . Of the 16 projects covered by the 1958
$30 million credit agrecment between Ceylon and the
USSR, seven have reccived the approval of the
Ceylanese Government; these include a $20 million
iron and steel mill, a flood control, power and
irrigation project on the Keclani Ganga river, and a
motor=~tyrce factory.

.35, Under the existing long-term barter agree-
ment, Communist China in 1559 exported to Ceylon
230,000 metric tons of rice and imported 30,000

metric tons of rubber., A third protocol to this

agreement has fixed quantitics t0 be exchanged in
1960 at 160,000 tons of ricc and 17,000 tons of
rubber. In addition, Ceylon has to take 80,000
tons of rice left over from last year's agreement
and China has an option on anothcr 5,000 tons of
rubber, recpayable in goods other than rice. The
situation on the world markets has changed to make
the barter agreement less favourable to Ceylon,
She now receives good prices for her rubber and
rice is abundant on the world market. Abrogation
of the agreement was thercfore a possibility. One
of the reasons for continuing the arrangement seems
to have been that Ceylon is expccting to receive a

- 3 million grant from China as a first instalment

of a total of $15.8 million which China was to
provide during the five years of the agreement out
of the proceeds realised from the sale of Chinese
goods to Ceylon. There has, however, been little
demand in Ceylon for Chinese goods and up till now

'no grants have been provided.

36.  Further bloc credits have been extended
to India, bringing the total to over $800 million.
In Novembcer, 1959, agreement was reached on a new
long~term credit of $48.5 million under the economic
assistance agrecment with Czechoslovakia. The
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credit is for cight years at 2% interest and
repayncnt, which begins one year after final
delivery, will be in Indian goods: pig iron,
nemlcals, enginceering goods, non-~ferrous meﬁals
and semi~-finished products. The new credit will
finance machinery and equiwnment for the third stage
of the foundry forge at Ranchi, it will also
finance a plant for producing heavy machinery and
various other projects under India's third Five-Year
Plan. The Czech Government enterprise
Tekhnocksport in February, 1960 cxtended a credit of
$1.7 million to a private Indian firm for machinery
to produce automobile parts. The payment will be
in non-convertible rupces over a period of 8 to 12
years, and Czcchoslovakia has agreed to purchase
from the Indian Government 20,000 tyres at a cost of
$210,000 over a period of four years.  This is the
first known bloc credit to a private Indian concern.
India has acceptced a Czech offcr to sct up a techno-
logicol training contre at which Indian technicians
will be trained in the desigh of machinc tools.
In May, 1960, Poland extended a credit of §31.5 mil-
lion, on condltlons similar to those of thc Czech
credit to the Indian Government, for industrial
eguipnent to be uscd during the third Five-Year Plan,
including machinery for aluminium and zinc produc—
tion and coal washing plants. It is also reported
that the Polces arce to start building a stecl rolling
mill at Agra, with a capacity of 30,000 tons a year.
This would bc the first sizeablec Polish construction
projcct in India. Lnother Polish credit offer to
devclop copper mining is still under considcration,

w2l

37 Under existing credit agrcements with the
USSR, a number of projects are at various stages of
complcetion. ifter the successful completion of the
Bhilai plant, agreement has becen reached to expand
its capacity from 1 million tons to 2.5 million tons;
this is part of an agreement on thc usc of the
$375 million credit of July, 1959. The design has
becn completed for a coal drcessing plant located in
the Korba coal basin. This plant will have a
capacity of 2 million tons a yecar. Blectrical
machinery has rccently been delivered for the
Neyveli power plant in Madras State. Agrecment has
been reached on delivery of $32 million worth of
machinery for 2 plant which will producc about
15,000 tons of heavy machincry per ycar, A further
%18 million worth of machinery and equipment will be
used for a »nlant which will producc gbout 30,000
tons of mining cquipment a ycar. The USSR have
agrecd to help India design and build nuclcar povier
stations. This agrcoment moy involve additional

oy
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financial aid. (In this comnection. the chairman
of Tndia's atomic encrgy comiission visited Russid
in May/Junc, 1960.) Survey work on the Assam
refinery, financed by a Rumanian $10,7 million
credit, has becn completed.

38, The USSR and India have concluded a trade
agrecment for 1960 providing for Soviet deliveries
of machinery, metals, fertilisers, chemicals. paper
ccllulose and oil products in exchange for tradi-
tional Indian cxports. It is noteworthy that the
Soviet exports of oil products are expected to
inercase very substantielly: it has boen reported
that they may well rcach the level of 1 million
tons. A trade agreement with Poland was signed on
2nd Novembecr, 1959, It runs for threc years from
1st January, 1960, and envisages Yconsiderable
inercease" in Indo-~Polish trade. The Tast German
Deputy Ministcer for Forcign and Intra-German Trade
was in New Delhi in Februsry, 1960. A Hungarian
trade mission was in India in June, 1960. The
last tradc agreement between India..and China expired
in December, 1559 and has not bccn renewed.

39. Other activities of the bloc in India
include the arrival of a Czechoslovakian delegation
in Pebruary, 1960, to negotiate an air agreement.

A delegation of East German agronomists has also
arrived in New Delhi to give lectures. It has becn
reported that the Indians are complaining that Soviet
petrolcum equipment now in use in India has per-
formed badly and that Soviet drilling and testing
technigues lcave much to be desired. An accident
which occurred at a drilling site lately was
attributed to poor machinery and technique.

LO.,  In addition to the grant of 1956, China
has made a grant to Nepal of $21 million to be
drawn over a period of three years. This grant
will be used to cover imports of eqguipment,
machinery and materiasls including a cement plant.
Nepal has agrecd to scnd Ncepalese trainces to

China and to accept Chinese experts; 14 of these

have already arrived and a further 20 are expected
soon. Under the existing aid agrecment with the
USSR, several Soviet technicians have arrived to
asslst in the survey of the ncw Bast-West road.
/dditional technicians are cxpected from Russia to
survey other projects, i.e¢. a hogpital, a hydro-
electric plant, a sugar mill and a cigarette factory.
The Nepalcse Government has stated that students
from Hepal will not be allowed to study at the newly
cstablished university in Moscow,

NATO CONIIDENTIAL —22




a

INDONLSTIA

S

%,

DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE,

—23—

ZNNES. I 6O

AC/39-WP/67

41. During Khrushchev's visit to Indonesia in
February, 1960, it was announced that the USSR had
extended an additional credit of $250 million to be
spent over a period of seven yearse. The interest
rate of the new credit is 23% and repayment will be
made in 12 annual instalments beginning one year
after delivery of the equipment. Repaynent will be
in Indonesian goods or convertible currencies.

The price of the goods used for repayment will be
scttled threc months before the beginning of each
year., Only one-quarter of the carliecr 3100 million

‘crcedit has been drawn by Indonesia, partly because

of Indonesian rcluctancce to accept larger numbers of
bloc technicians. One bloc project under the
carlier agrecment, which is recciving high priority,
is the construction of an impressive Asian gamcs
stadium in Jakarta whose completion in time for the
Asian Games in 1962 is a point of national honour.
Undcr the agreement, Indoncsia will receive one or
two small reactors for scientific research and
industrial plants in the ficlds of iron and stecl
(including a stecl mill in Western Java), non-
ferrous metals, chemicals and textiles, as well as
agricultural projccts. Russia will make the
surveys, preparec designs, give technical advice and
supply equipment and material not available in
Indonesia. In addition to the credit agrcement,

it was announced that a hospital of 200 beds will be
built in Djakarta as a gift from the USSR. A cul-
tural agreement was also signed, providing for
exchanges of students; the USSR will build a tech-
nical institute at /Amboin and a hydrographic insti-
tute. Under the terms of the naval aid agrecment,
Indoncsia is reported to have accepted a Soviet offer
of a cruiscr and three or four submarines for .
delivery in 1961. This and previous deliveries of
Soviet ships may entail naval pcrsomnel training by
Russia.

L2. Other offers of aid have been received from
gatellite countries; Czechoslovakia has agrecd to
supply 48 diesel generators worth $3 million cn
credit terms; Rumania has offcred tcechnical and
economic aid in constructing a cement factory in
Northern Sumatra and has offcered to help in the
rehabilitation of o0il wells there. Indonesia has
cancellcd a 30 million developmcent crcdit ncgotiated
with China in June, 1959 for threc spinning mills, a
soda plant and other projects. Under cxisting
agrecments, Soviet geologists have arrived to pros-
pect for sulphur and phosphate deposits in Indonesia
and Soviet tcchnicians are helping to construct two
iron and stecl works in dJava,
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43, Under a new trade agreement for 1960, ‘
Indonesic is to export 20,000 tons of rubber to the

" USSR. In 1959, the planned export of 1l,000 tons

was exceeded by 3 to 5,000 tons. Poland has
ordercd &3 million worth of modern radio and radar
equipment from the United Kingdom, to be installed
in the 24 ships she is building for Indonesia,

20 diesel buses ordered from Hungary have arrived.
Bastern Germany has made available for 1960 ten
scholarships for specialists in science and 30 for
university studies in fields to be selected by the
Indonesian Government,

L., The USSR appears, largely as a result of
poor planning, to have been singularly unfortunate
with its aid programme to Burma which consisted of
a technological institute, a hotel and a hospital.
Numerous changes have been made in the plans for use
of the constructions, which are considered impracti-
cal, A reduction of bloc technical assistance has
resulted and the Burmesc Government has limited the
amount of on-the-gpot training of hospital staff by
the USSR to a minimumn,

L5. Communist China and the USSR agrecd in
November, 1959, to let Burma draw on its Soviet
clearing account credit to pay a longstanding
$2 million barter debt to China. Burma still has a
credit balance with the bloc, which she finds diffi-
cult to use. She will, nevertheless, cxport
4,000 tons of rice to the USSR in 1960, In a
recent trade agreement with Poland, involving the
salc of ricc over a three-year period, Burma is to
receive cash payment in sterling.

46, During his visit to Cambodia in May, 1960,
Chou En~Lai inaugurated two of the four projects
constructed under Chinese supervision to implement
the Chinese aid agreement. A 500-bed hospital,
built by the Russians, is scheduled to open in
July, 1960. The USSR will scnd out 18 doctors and
six interpreters, train 20 Cambodian doctors in the
USSR and supply medicines sufficient for two years.
A minimum of 100 doctors, nurses and technicians is
thought to be required for full utilisation of the
hospital and it is apparently hoped in Cambodia that
g?e rest of the staff can be recruited outside the

oc. -

L47.  According to Japancse rcports, Rast
Iuropecan cotton fabrics have bcen taking an increas-
ingly large share of the Thailand market., The
Soviet Union and Hungary have surpassed India as
suppliers of cotton fabrics and are now second only
to Japan and Hong Kong.
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L8, During the first half of 1959 the USSR was
the largest purchaser of Malayan rubber. Her total
purchqscs for that period amounted to 117,783 tons,

early twice the figure for the correspondlng perlod
in 1958. During the same period, the Unitcd Kingdom
camie sccond with a purchasc of 73,000 tons.

LATIN AMTRIC/

L9. On the occasion of Mikoyan's visit in
February, 1960, Russia and Cuba signed an agreement
prov1d1ng for VlOO million credit to Cuba, repayable
in 12 ycars, startlng one year aftcr dGllVC PV The
credit is 1t 23% interest and is repayable in goods
or in convertible currencies. The agreement covers
the establishment of industrial plants during
1961-65. The USSR will give extensive tcchnical
assistance and will undertake riost of the work in
connection with the projects, USSR technicians will
probably make a survey of the potential of Cuban
extractive industries, agriculture and manufacturing.
In June, 1960 Czecchoslovakia cxtended a $20 million

credit to Cuba at 23% interest for the purchase of
machinery and equipment,

50. A new trade agreement between the two
countries calls for USSR purchascs of 1 million tons
of sugar for five years at a price of about 2.8 US
cents per pound, i.e. somewhat below world market
prices; Russia agreed not to re-export the sugar to
trqd1+1onal 1mporters of Cuban sugare. Repayment
will be 809 in Russian goods and 20% in dollars,

In 1960, Cuban imports will comprise a large variety
of raw materials and industrial goods, especially
farm eguipncnt. If the terms of the agrecement are
carried out, the USSR will account for about 10% of
Cuba's total trade. The agreement also provides for
the possibility that triangular settling of accounts
may be arranged with a third party.

51. Cuba's imports from other bloc countries
have so far been insignificant in comparison with
its exports. An indication that this may change is
secn in she trade agreemcnt signed in March with Iast
Germany which provides for Cuban exports of 60,000
tons of sugar a 3,08 US cents per pound and somc other
goods in exchange for industrial machinery and equip-
ment. This agreecment may involve a substantial
credit from East Germany. It is rcportcd that Cuba,
the first Latin /fmcricen country to do so, will
establish a permanent mission in Bast Germany.
Bast Germany is to establish a similar mission in Cuba
soon, Salcs of sugar have been arranged with other
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Communist countries; Poland has bought 100,000 tons
at 2.93-2.95 US cents per pound in 1960 - this is a
first dircct sale to Poland and is probably duc to
the poor sugar beect crop in Eastecrn Europe; China
has purchased 130,000 tons of sugar since December,
1959. In March a trade agreemcnt was signed with
Poland, which may involve delivery of Polish
industrial equipment on credit terms, At the same
time, a technical co-operation and scientific
assistance agreement was concluded.

52, On 1lst February, 1960, a Soviet technical,
scientific and cultural exhibition opened in Havanaj;
it was accompanicd by extensive publicity and the
USSR paid for the distribution of 150,000 additional
copies of the paper “Revolucion' which praised
Russia.

535. Argentina has purchased 80 diesel motor
coaches from Hungary for the Argentine state rail-
Ways. This may amount to the partial acceptance of
the $23.3 million Hungarian crcdit offered in March,
1959. The Polish State trading organization has
contracted with an /frgentine sugar co-operative to
construct a sugar mill worth $1 million at Florencia.
The Poles will provide blucprints and the complete
equipment for the plant which will process 3,000 tons
of sugar cane and produce 25,000 litres of alcohol
daily. ‘It is not known whcther this contract
involves credit. Under the ex1st1ng credit arrange-—
ment with the USSR, Argentina is to receive
$50 nillion worth of railway, road-making and elec-
trical cquipment. A number of USSR technicians
will De used for the installation of the eguipment
and for training.

5L Argentina has made known its intention to
terminate bilateral trade agrecments with all
Bastern Buropean countrics except the USSR. This

'is in accord with the IMF recommendation that she

should eliminate bilateralism in her forclgn trade.
The countries involved are: Bulgaria, Czechoslovakia,
Hungary, Poland, Rumania, Yugoslavia and probably
East Germany. Thc USSR was exccpted because of

the $100 million credit. Most of the agreenents
will come up for renewal in 1960 and can be termi-
nated at 90 days! notice. Under these trade agrce-
ments Argentina had a credit balance of nearly

$21 million with Eastern Burope on 3lst October, 1959.
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55, Czechoslovakia has extended a $1.5 million
credit to a private Brazilian firm for the purchase
of machinery for a cement plant. The head of a
Soviet trade mission visiting Brazil announced that
the USSR was willing to extend a credit of $100 mil-
lion to this country without requiring the cstablish-
ment of diplomatic relations betwecen the two
countries, In December, 1959, Brazil signed a trade
agreement with the USSR providing for a total
exchange of goods valucd at $208 million over the
next threc years, Approximately 75% of Brazilian
exports will be accounted for by coffee, which Russia
has committed herself not to re-export. Other
exports include cocoa, vegetable oils and leather.
Brazil will import from the USSR petroleum and
petroleum products, equipment for the pcetroleum and
other industries as well as wheat and mctals.

56. Brazilian trade with the Satellite countrics
is also extending. An agreement has been signed
with Poland providing for an exchange of $70 million
worth of goods. Poland has offered to build a
$30 million stecl plant on credit to be repaid over
eight yoars. Brazil will export coffeec, cocoa,
hides and iron ore in return for ships, machine
tools, railway cqguipment, agricultursl and textile
machincry, chemicals and other goods, An sgreement
has been signed with Rast Germany under which Brazil
will import agricultural machinery, machine tools,
road building machines and railway and other indus-
trial equiprcnt; this agrceement, which provides for
trade worth $16-420 million each way, is reported to
ineclude an elemcent of credit. Czechoslovakia and
Hungary are sclling increasing amounts of agricul-
tural machinecry to Brazil. This machincry is
reported to be of low quality but sells at prices
far below those charged by the United States. Brazil
is expected to contract with the Czech "Technceksport"
for hydro-~electrical equipment worth $7.2 million for
the Basiri power plant; payment will be madc as to
70% in coffee and the rest through the cxisting
clearing account. Four USSR pctroleum cxperts have
arrived under contracts with a privatec firm. It has
been reported that Polish experts will put into
operation the caustic soda plant at Cabonfrio, which
was constructed and financed partly by the French.

A Polish industrial exhibition showing heavy
machincry, farming cquipment and aircraft engines
was held in Sao Paolo in November, 1959.
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LEXICO

COLOMBIL

URUGUAY

BOLIVIA

57. China has purchased for the first time
from Chile 10,000 tons of crystallised nitrates to
be paid for in sterling. The USSR is negotiating
possibilities of purchases of copper, nitrates,
wool and certain types of stcel. USSR cxports
would be o0il and industrial equipment, asbestos and
chrome,

58. In connection with the USSR exhibition
which took place in Mexico City in December, 1959,
the USSR has offered Mexico a credit of @lOO million.
It seems unlikely that this offer will be accepted.

55. A Colombian coffee sales' mission, which
Bas toured the bloc, has concluded agrecments with
all the chief bloc countries except Poland.

60, The USSR is an important purchaser of wool
from Uruguay, although she apparently is losing
ground in her trade with that country.

61. TFollowing a Russian offecr in August, 1959,
a mission from Bolivia is visiting Moscow to
negotiate a USSR loan of $60 million for the petrol-
eunm industry. The loan is reported to be rcpayable
over LO ycars.
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Becausc of rounding, figurcs may not add up to totals,

Including about $213 million in grant aid to:

Cambodia,
Indonesia.

Ceylon, Guinea, India,

Afghanistan,
Nepal, Pakistan, Ycmen and

Not including $30 million credit extended by China in June,
1959, and subsequently cancelled by Indonesia.
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8 SINO~SOVIET BLOC CRIDITS AD GRAITS EXTENDED TO

— UNDERDEVELOPED COUNTRIES OF THE PFREL WORLD

é 1ST JANUARY, 195L — 30TH JUNE, 1960(L)

- | ,

= (iillion US §)

§ Area and Country Economic Military Total
E Total 3,091(2) 8oL 3,890
o Iiddlc East 950 580 1,529
E UAR 2Egypt; 525 315 8L0

UAR (Syria 177 128 - 30L

Z Yemen 59 17 76
= Irag 183 120 303
= Iran 6 0 6
>~ \) Africa 153 1 15
) Guinca L1 1 L2
= Tithiopia 112 Q 112
; isia 1,671 223 1,80k
Z Afghanistan 217 38 256
- Pakistan 3 .0 3
&) Ceylon 58 0 58
= India 806 0 806
o Nepal L1 0 N}
— Indonesia 500(3) 185 68L
= Burma 12 0 12
% Cambodia 3L 0 3L
N Latin Amcrica 206 0 206
S" Cuba 100 0 100
O " Argentina 104 0 10L
N Bragzil 2 0 2
- }

= Burcpe IS _0 111
E Yugoslavia | 111 l o) 111
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