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SUB~COIMITTL: ON. SOVILY BCONOMIC POLICY

THE LCONOMIC OFFENSIVE OF JHi SINO-SCVIST BLOC
(from 1st July, 1960 Till 31s% December, 1960)

Slxth Report by the Committee of Hconomic Advmsers(l>
. (Draft) »

T MAIN mmms AND RECLNT DUV, .LOPMANTS

Lo Since the launchlng of the Slno—Sovlet bloc economic

'offen81ve in 1954, the bloc has steadily forged ahead with its

economic penetratlon in the underdeveloped countries of the free
world., ihe amount of economic aid and trade has expanded consid—
erably, . the number of recipient countries increascd and, learning.

by experience, the bloc hes constantly a&apted its methods to . the

political situation in the various target countries. During the
early years, Soviet 1ong~term and low interest economic development:
loens and trade agreements Were concentrated on a few Asian
countdles (2). In the Middle Bast, the spearhead of the economic -
offensive consisted of large scale armament deals (3). In Latin
America the drive was initiated by the Luropean Satellites
offering barter trade agrecments, supplemented in recent years by
Soviet economic development credits (L). Africa has only recently
become a new area for intensive activities. The main smpha31s in
the bloe economic drive, cspecially during 1ts 1n1tlal stage, had
been puﬁ on trade rather than on q1d

{1) see fifth Report (c-m(éo)né).

(2). Up to October 1957 all major Soviet lines of credit had been

cxtended to Asisn countries (India: $100 million in February
1955, and #126 million in November 1956; Afghanistan

£100 million in Jaﬂuarv, 1956; Indonosma A100 million in
September 1956), :

(3)' In Scptember 1955: $200 million arms agreement under credit
extended by Czcchoslovakia to Lgypt, followed by USSR and
Czech military. aid agreements with Irag; Syria and the Yemen,

(L) The first lsrge-scale long—torm loan to & Letin American
coantry was cxtended by the USSR to Argentina in December
1959.




DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

NATO UNCLASS!FEED -

ATQ CONRIDANT D
BC/B9-D/ 76
2. Motal bloc trade with the underdevecloped countrics of the

free world TOse in value Trom #370.5 million in 1954 to 82,266 in 1959,
But, as. trade between thc underdevcloped countrics and the industria-~
llsed countries of the frec world during the same pecriod increased
simultaneously, by the end of 1959 the bloc share did not exceed 7%

of the total trade of the underdcveloped countrics with the industria-
lised oountrlos, The trade drive has been concentrated on.a .small
number of countries; in 1959 trade with the bloc represented. mo“e
than 10% of the total trade of not morec than five countries:
Afghanistan, Dgypt, Syria, Guinea, Uruguay. Almost helf of the fast-
expanding Sino—Soviet bloc trade with the underdeveloped countries

is still assumed by the LurQpean satellites for whom this trade
largely corresponds to cconomic needs. . However, the Soviet Union
increased its share in bloc trade from loss than one-quarter in 1954
to over one-~thiird in- 1959,

3. In reccent years the bloc cconomic aid in theo form of credits
and grants extcnded, gathercd considerable momcntum (1) An amount
equivalent to more than half the total of bloc cconomic aid granted
during the six years' period 195.L-1959 Was pledged during the twelve
months of 1960. By the end of 1960, 83,6 billion worth of -economic
ald. had been extondcd throb—quqrters of which by the Soviet Union,
Aid like tradc was largoly concentratud on s small nunbecr of countries,
Although the list of countries accepting Sino-Sovict bloc aild had been
lengthened to include a total of 20 countrics, 80¢5 of all cconomic
credits and grants extended since 1954 was accorded to six maJor
recipients only: 1India ZBA, UAR 21%; Indonesia 17%; Cuba 7% '
Afghanistan and Irag cach 5%. In addition at lecast @ bllllon military
aid credits and grants had be¢n extended meinly to : UAR, Indonesia,
Iraq, Afghanistan, Cuba, Gulnoa,ln that order, ' :

"4, During the sccond half of 1960 the most salicnt éépocts of
the rcuont dovclonment of the Sino-Soviet bloc cconomic offensive
can bc oummarlscd as follows- : S

(a) from the p01nt‘of view of gcographical distfibution

- concentration of the =zid cfforts on & few countrics:
Cuba, -Guinea, Ghana end achiovement of an absolute
dorinant pos1t10n in the foreign trado of both Cuba
and cuinoa;

- renewed efforts of aid and trade ponetration in the
African countrics which attaincd 1nduponaanco during
1960 and in Morocco and Tunisia;

~ largest offer of cconomic aid over made by the
. Sov1ct Union to a single country ruportcd in favour
. of Afghanlotan

(1) s0e Chart 1 pagce 3.
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- continued cconomic pressurc in other arcas
snd specially on SEATO Asian countrics (Thailand
and Pakistan); follow up action in India,
Cambodia, Indonesia.

(b) from the point of view of bloc methods
- resumpsion of large-scale military aid programmnes,
mainly by the USSR, in Iraq, Guinea, UAR,
Indonesia, Cuba;

- improved co-ordination of cconomic aid and
trade policies within the bloc;

— increased participation of the Europecan
satellites in the bloc cconomic aid efforts;

- emergencc of China as a source of large interest—
frec credits.,

IT. LCONOMIC AID

(a) Credits cxtcnded

5 During the six monthly period under rcview at least
2h92,6 million crcdits and grants have becn cxtended by the
bloc distributed as shown in tablec 1., This amount comes in
addition to g757.1 million cxtcnded during the first six months
of 1960, The fact that the amount extended during thc sccond
half was lower than the corresponding figure for thc first half
of 1960 can not be considercd as indicativce of a dcelining trcend
since a six months period is too short for drawing any conclusion,
Bloc crecdits and grants extended during the year 1960 amountcd to
1,249,7 million indicating an increase of L0% over the corres-—
ponding 1959 figurc.

(b) Drawings
6. Botweon the signeturc of an cconomic aid agrcecment and

the actual drawing of thc crcdit therc is a lapsc of time which
varics widely from casc to casec.(l)

(1) for instancc, thc £100 million "linc of credit” cxtended by
the USSR to Indoncsia in Scptember 1956 had not started tno
be utiliscd before Spring 1958, and was still not uscd up at
the end of 1960; similarly, thc Noveomber 1956 £126 million
Soviet credit to India began to be drawn only in the sccond
half of 1959 and was still far from exhaustcd at the cnd of
1960, On thc other hand, the comparatively smallcr credits
cxtended by the Luropcan satcllites had been drawn upon at a
much faster rate as they were gencrally allocated to specific
projects from the carly stage. However, the pacc of drawings
on huropcan satellitc loans Will probably slow ~“<wn, as the
satcllites revert more and more to the procedusc of the
"line of crcdit',

-3 MADG . CONTTHENTT AT,
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Teble 1 - Sino-Soviet Economic Credits extended to underdeveloped Countries

(18t July - 31st Decenber, 1960)

Recipient .
Country Total Amount in million US g Date of Extension
CUBA 15.0 Hungary 15th Sept, - Dec.
20,0 Czechoslovakia 28th Ootober
60,0 China 30th November
15.0 Roumania December
5. 0 Bulgar ia "
10,0 East-Germany "
125,0 Poland
INDIA 125,0 USSR 30th August
GUINEA 25.0 - China Septenber
21.5 USSR "
5.0 Czechoslovakia "
5.0 Polend "
5.0 East-Germany "
63.9 2.4 Hungary "
GHANA 46,7 USSR . August
CAMBCDIA 38.0 China (grant) 26th Decenber
INDONESTA 33.6 Czechoslovakia August
IRAQ 33.6 Czechoslovakia 23rd Qctober
UAR 14,0 Hungary Decenber
16,8 2,8 Czechoslovakia "
_TUNISIA 10,0 USSR 16th November
GRAND TOTAL 492, 6
Million U.S. Dollars CHART 1
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This results from the proccdurc of "lincs of credits’ used first
by the Soviet Union and increasingly followed by imost of the
Buropean satcllites and China, Undcr this proccdurc, the
initial crcdit agrecment indicates only the global figurgﬂput

at thc disposal of the rocciving country without spccifying the -
final use¢ of the crcdit. In a sccond stage, a clearer : S
definition is worked out for thc use of the crcdit in an
implementation protocol usually listing projcets conccrncd. In
a third stage, contracts are signed betwecn the rclcvant bloc
statc cxport agency and the appropriate organization in the
rccciving country. Finally, goods and/or scrvices arc actually:
delivercd, The "line of crodit" gives the rcceiving country
valuablc indications for planning purposcs of the total amount
that may be anticipatcd for the years ashead, The Soviet bloc,
derives propaganda advantages from the repecatcd publicity

given at the various stages of the proccdurc to the pledged
amount of aid, ' : :

e As a whole, the ratc of actual utilisation of cconomic
aid extended has, in the past, ncver cxceccded one-fifth of the
total accurmlated credits and grants. By the cnd of 1960 not
morc than £770 million of the coonomic credits cxtcnded by the
bloc since 1954 had been drawn, of which about £200 million was
drawn during 1960, It is to be noted that the amount drawn.
represents a gross figurc, as no data arc available on the
amount of the repayments., In any case, thosc repayments must
have becn so far very small., The graph on page 5 shows cconomic
crcdits and grants extended during cach ycar and also the ycarly
drawings from accumulatcd crcdits and grants,

(¢) ‘Type of projccts covercd by aid

8. By the middle of 1960, availablc information showed
that sbout 80% of thc total credits and grants cxtcended, had
so far bcen allocated to specific projects., Out of the
allocated total morc than half was sct aside for industrial
projocts which will contributc dircetly to the cxpansion of the
manufacturing industry in the assisted countries, This first
group of projccts ranges in sizc from small ccramics and textile
plants to large stecl mills. The second most important scetor,
accounting for about 20 per cent of the crcdits and grants
allocatced includes the building of dams for irrigation and land
reclamation, and thc construction of hydro-elcctric power plants.
Of the ellocatcd total, 15% was devoted to transport and communi-
cation projects and 5% to surveying and prospccting for natural
regsourcecs and to the modernisation of mining facilities and
techniques., The rcmaining part went mainly to dircct financial
aid and assistancc in trade, leaving 1% for projects in the ficld
of hoalth, cducation and administration,
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9, During thc second half of 1960 there seemcd to bc a
trend towards devoting more attention to mediwn and small size
industrial cntcrprises espccially in aid programmcs for Cuba,
Guinca, Indonesia and Syria, However, the Soviect bloc programmes

8t11l include a number of largc-—-scale projccts which- arc bound to

strike public opinion in thc rccciving countrics., Some of these
projects have already bccen completced, for examplc the Bhilal
stecl plant in India and thc Homs rcfinery . in Syria, both of
which were succcsscs for the bloc aid- programmo. Othcr major
projects under constructlon aroc: :

- the Aswan dam in’ Lgypt for which certain dolays havo
’ bbon reportod in the carly steges of the work; .

-~  the hecavy machlno plant at Ranchi in India;
- the Neyveli power plant in Madras, India;
- the Baghdad—quhra railway in. Iraq,
- tho 770kmh Kameshly—Lakatla rallway in Syria,
Other projccts under survey include 1nter alia: the Luphretcs Dan
in Syria and the great Rkast-ifest road in Ncpal, Further large-
scalec proaocts have boon 1ncluded in- regent credit agreements.

- the cnvisaged Bul Dam on tho ‘Back Volta river 1n Ghana;

- ‘a onc-million ton capa01ty stecl plant announccd in
Junc 1960 for Cuba, : L

- the proposcd bloc partlclbatlon in the Konkourd river
project in Guinca, prov1d1ng for a largc Dam and an
.alumlnlum plant., : .

(d) . Sourscs of Sino-Sovict qld and co—ordlnatlon of aid
© 7 wWithin -tho bloc .

10,  The follow1ng table shows the distribution of the bloc
bconomlc aid cfforts among the olno—bOV1ot oountrlos

ﬁTQmUNCLASSIFlED
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Tgble 2 -~ Sino-Soviet bloc economic crcdits and grants
extondeded to underdcvcloped countrlos by
donor country dur1ng‘1960

_ Total amount extended
Donor Country |From 1st January |From lst July to 1960 Total
- to 30th June,1960 {31st December, 1960 . -
Million US £ % IMillion US & %-. | M, US B %
BLOC TOT.L 757.1 100 492,6 100 | 1,249.7 ”'10_0}
- USSR , ‘ 625,9 83 203,2 41 829,1 £6
Total FBuropeen Satellites|  108,7 ) 166, 3, 275,1 22
Czechoslovakia 74,0 95,0 a 159.0
| Poland 31.5 5.0 36,5
N llast Germany 3.2 15,0 18,2
" Roumania ‘ - 15,0 15,0
| Bulgaria - 5.0 5.0
Huigary - al 31 - CIREA I
China ' 22,5 3] 123.0 251 14b.5 | 12

11. The share of the USSR in the economic assistance provided -
by the bloc countrics fecll, during the second half of 1960 to L%
comparcd to 8% during the first half of 1960 and 75 for the
whole period 1954~1959, Correspondingly, thce part playcd rccently
by the Buropcan Satcllites and China has considcrably incrcased,
In particular China, in spitc of her domestic problems, cxtoended
in 1960 morc assistancc then during-the cntirc pcriod starting:
from thc beginning of the cconomic offensive (BL45 million against
£1lL2 million) and the; terms of the Chinese assistancce worc much
.morc gencrous than aid given by any othcr country, The Soviet
‘Union end the Turopean Satcllitcs have constantly strcsgsed their
preference for low intercst loans over grants, departing only
.exceptionally from thdéir Idar policy(l). The only large cconomic
aid grants roportcd during 1960 were cxtendcd by Chlna% .
\$21 million to Nepal in March 1960, %38 million to Cambodla in
Tovember 1960) In addition China providcd scvcral intercst frec
loans(3) : 425 million to Guineca; 60 million to Cuba,! Thc loan
to Cuba is a very unusual cxamplo of largc-scalec aid extondcd by
a backward country to a much morc advanccd country enjoying a pcr
aapita inconmic about four timcs higher than its own,

(l) Tho only 1arge scalc USSR grant was gqun to Afghanlstan An e
1959 (#86.6 million).

(2) Previous Chimese grants 1neludc, Cule $22 L million %o -

Cambodia in 1956; $12.6 million:to Ncpsdl in 1956; #15, 8
million to Coylon in 1957,

(3) On 9th January, 1961 : &84 million to Burma,

}NM‘O UNCLASS!FI[Q
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12,‘_Thoro is rcason to belicve that, particularly towards
thc cnd of the ycar, thce Europcan satellltos and thce Sovict Union

‘madc scrious efforts to improve thce co-ordination of their aid

and trado programmes in favour of .a number of.countries, c.g. Ghana,
Guinca, Cuba, This may cxplaih partly the relative importance - ‘
rceently gained in bloc cconomic aid. by such.countrics as
-Czechoslovakia, Poland, Last Germany who have been participating
kﬁarlicnminmtho.bloomaid.effort and .the cmergenco..of- .such. unusuad.-.e. ..
sourcas of crcdit as Hungary, Roumania and even Bulgaria. A '
rccommendation issucd in. August, 1960 by. the: seorctquat of thc

Council for Mutual Economic ASSlStﬂan of the Countrics of Bastoern
Lurope (COMECON) rcportcdly provided for a common and uniform
attitude of the member countrics in rclation to credits,’ 1ntcrosb

. rates .and paymcht facilities ¢xtended to Cuba, rdcommending that’

. she. should bc glVLn the samc truatmpnt as mcmbors of tho bloc.

III. MILIPARY ASSISTANCL '

| - 13, Prom the ond of 1058 to thc middle of 1960, no major : 1 E
dovulopmont in the Sino-Sovict bloc military a881stanoo was rcported ‘
sbut during the last six months of 1960, bloc mllltary aid to under-
dovolopod countrics of thc free world rosc suddenly, and included

‘a numbcr: of now countrics which had never accepted any sizcable

‘amount of- bloc military cuuipment before, such as Cuba, Guinca,

Morocco; - at thc same timc -old customcrs of Soviet bloc military

‘aid, such as Iraq, the UAR and Indoncsia, concludcd large ncw

armamant deals with the bloe, The distribution of the rocbnt

mllltary agrccments_is shown in the following. tabile.,

TABLE 3 = BLOC MILITARY ASSISTANCE
1st July - 31st December, 1960 °

ISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

Recipient Country . Date Donor Country _ mount of
. _ : : expected military P
. equipment’. w}
> _ ' SN . million US &
. IRIQ Jugust 1960 . USSR - - 70
:i-GUINEA September 1560 Czechoslovakia and 5 = 6,25
L - : USSR’ B :
UiR November 1960 - | USSR -Not available
MOEOCCQ - November 1960 | USSR ~ Not available
- SUDAN : ‘November 1960 | = USSR (gift) . Negligible
;,»CUB;. - " | Decenber 1960 Czechoslovakia. and LO =~ 50
- TNDONEGS L4, December 1960 | USSR - - 275 ~ 375
B L 13NN PR § S . . 390 - 500

[NaT9_ Uincia; P'F'EDl -
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Exact informetion on the rccunt bloc military oid progreamnmesis
‘difficult to gather, and it is not always clcar to vhat oxtont
credit mey be involved in thesc doals or to-.what cxtont. the pricos
t0 be paid for military cquipment arc rclatced to its rcal valuc,
but thore is evidencce of a considerablc incrcasc in cxpected
deliverics of arms, A conscrvative cstimatc of at lcast :

B600 iwillion worth of military cquipment will have to be added

to the proviously indicated figurc of 1,420 million if the rceent

- agrceements materiaglisc,

1. When credits arc - involved in military ald agrcoments,
the utilisation follows thc signature of the agrcemonts much
morc quickly than in the casc of cconomic crcdits end grants,
Neportcdly, ncarly all of the total of g822 million worth of

“military crcdits and grants cxtended by thce bloe to under-—

developod countries sincc 1954 had beeon dravn by’ tho-middle of
1960 and rcpayment had startced. The provision of wmilitary
equipment, a considcrablc proportion of which has com¢ from
stocks of discardcd cquipment, has imposcd only a slight
cconomic burden on the bloc, ' o

IV. Tecchnical Assistancce

15, The Sino-Soviet bloc technical assistance is closcly.
related to cconoinic and military aid crcdits and thce nuubcr of
bloc technicians in the underdcvceloped countrics illustrates the
progress in the -implementation of the major aid projuets,
Towards the middlc of 1960 6,720 bloc technicians (of which
1,225 military adviscrs were nresent 'in the underdevclopcd
countrics., Corrcsponding figurcs cre:

for 1958 : 3,600 (including 1,065 military advisors).’
for 1959 : 6,060 (including 1,445 military advisers

(a) Civilian tcchniciaons

16. Sino-Bovict bloc technical aid covers practically all
cenceivable types of development work, -the main cuphasis boing
on scrviccs connceted with the construction and installation of
plants and cquipment supplicd by bloc countries, but planning,
surveying and technical and economic rescarch arc given incrcasing
importancec, About 65% of the 5,565 bloc civilian tecchnicians at
work by mid-1960 came from the USSR as against 17% from the
Juropcan satcllite countrics, mainly from Czcechoslovakia, =nd 18
from China, (ncarly thrcc-—quartcrs of the Chincsc personncl S
consisted of labourcrs scnt to the Yemen in conncction with road—
building). . -

17. China has introduccd in its assistance agrecments, c¢,g.
with Nepal, Guinca and Burma, a clausc providing that the
standard of living of thc Chincsc tcchnicians shall not cxcced
that of pcrsonncl of the same rank in thce assistced country,

o [NATO JUNCLASSIFIED
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China is thus outbidding tho Sovict exprrts and even morc the oxperts
from Furopcan satcllitcs vho cannot adapt themselves so roadily

to the living conditions in the undcerdeveloped arcas. In the ficld
of tcchnical assistancc, China has at the sanc time been trying to
capitalisc on anti~-whitc rcscntment. : a

(b) Military adviscrs

18, Sincc 1956 the nwnber of bloc wilitary porsonncl in the
underdevclopcd countrics increcasod and rcached its poak at the end
of 1959 vhen 1,510 military advisers wcorce reported. Towards the
middlc of 1960 the figurc dropped to 1,295 rcflceting the prolongéd
hiatus in military agrcements botwecn the cnd of 1958 and the ond
of 1960, uith the resumption of largc~scale military aid agrcoments,
the number of military  advisers will probably incrcasc during 1961.

(c) Scholarships snd Training in bloc countrics

19. Nationals of undecrdevceloped countrics who had completed.
or were pursuing courscs of instruction ot militery, acadcomic and
tcchnical training ccntres in tho bloc were cstimatcd to have
totelled 9,400 by the middlc of 1960, This type of programmc was
started in 1956, and the countrics with the largcest numbers of
traincces in the bloc countriocs arc the UAR, Indonesia, India and
Irag., Thc numbcecr of African students has recently been increasing
gquickly: by the middlc of 1960, 240 Guincans, 190 Sudancsc,

65 Ghanagians, and 15 Lthiopisns constituted the first group of -
African trainccs in bloc countrics. Rocent developments in Africa
will further incrcass tholr number. Cuba 1s cxpectcd to send a .
number of studcents and technicians for training in thce bloc
countrics, T , :

20. Tho much publiciscd "Univorsity of Pcoplc's Fricndship
(now "Patrice Lumumba Univoersity') spocially cstoblishced in Moscow
for the training and cducabion of a plenned number of about L,000 1f}
Asian, African and Latin Amcrican students, was officially opencd .
on lst October, 1960, Only 500 vacancics worc availablce for: 1960
whilc, according to Soviet press reports, about 40,000 applications
had beon reccived by the cnd of Scptember when the University
authoritics indicated that the deedline of 3lst July was to be
enforced, thus disappointing large numbcrs of candidates. Towards
mid-Qctober about 300. students from 65 ecountrics were roportedly -
attending courscs. In addition, admission proccdurés for thc now
university scem to have been deviscd in order to avoid the intcr--
forence of the governments in the sclcction of the cendidatos from
amongst their nationals, - Scversl countrics, including India and
Nepal, have roacted by rofusing passports to all succossful
applicents. A numbcr of students from countrics such as Konya and
Gamorogn arc in Moscow ageinst the wishcs of their goveormments, ‘he
new university is located ncar the Moscow State University where
about 700 other students from. undordcveloped countricvs arc. in
attoendance nnd wherc a certain amount. of rcsontment has recently
built up against what has beon denounccd as 'racisl discrimination®,
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" (a) .Main lincs of approach. -

21 In thoir rclstions with the underdeveloped countrics
the Communists have always strosscd the importancc of tradc as
opposcd to aid. "Thoe USSR has always mdintained the viow that
forcign credits must never comstitutce the principal mcans for
developing the ecconomy of a country... The USSR - thinks- that
the coxpansion of normal trade relations and cconomic links
without discrimination, without intervention in the intocrmal
affaire of other countrics, without cxtcrnal prcconditioning,
is an important form of cffcctive cconomic aid and assistance %o
the undcrdeveloped countries.(1l) One of the arguments uscd in
persuading the underdevelopcd countries that trade relations with
the Soviet bloc werc advantageous was that Communist countries
provide a stable market which is not influenced by reccssions as
opposed to the free world economic system where purchascs of the

traditiomal export goods of these countries fluctuate widely.

It appears, indecd, that thc bloc countries have often taken
advantage of somc special emcrgoncy situation in undordcvelopod
countries expericncing difficulties in finding markets for their
most vital cxports (Burmcsc rice, Lgyptian cotton, Uruguayan
wool, Brazilian coffee, etc.) In such situations, the bloc
presented the countries looking for markets with long-torm trade
agrecoments; however, the continuity in Soviet bloc trading
practice has been disappointing in a number of instances.

(b) Fluctuations in Bloc Tradc

22, Although the Sino~Soviet bloc had provided genecrally
cxpanding markcts for goods from the undcrdeveloped countries
somc individual countrics cxpericncced downward fluctuations in
their trade rclations with the bloc, TFor instancc, Argentinc's
tra@e with the bloc showed a drop from 9.3% in 1955 to less than
2.% in 1959; Burma's trade with the bloc from 17.9%5 in 1955
to less than 10% in 1959, Bloc trade with the undcerdeveloped
arcas incrcaosod duxing 1959 above 1958 figures, except for the
Middlc East where a 13% decline was the main reason why, on the
wholc, the luvel of trade with underdeveloped countrics in 1959
remained the some as in 1958, The Miaddle Iast accountcd in
reccent yecars for about L0% of bloc trade turnover with undcor-
doveloped countrics. The following table indicatcs the
fluctuations in bloc trade with underdevcloped countries in 1959
as comparcd with 1958, :

(1) Prpf; L.A. Fitoni (Acndcmy of Science, Moscow)at a
- collogurws orzanizncd by the "Univérsi%é Libre de Bruxelles -
Institut de Sociologie Solvay'. (17th - 2lst October, 1960)
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- CYPRUS

1. In the middle of November 1960, new bloc overtures to

‘Cyprus were reported: Czechoslovakia has proposed a one-year

trade agreement including technical assistance, which could
later be extended for a longer period, and the USSR has offered,
through commercial intermediaries, to purchase the entire Cyprus
raisin crop and a large quantity of citrus fruit in exchange for
timber. - Raisins represent only a small fraction of Cyprus's
total exports (2% in 1959), but some difficulties were

encountered in fiinding markets for these products. -

IRAQ

2., On 23rd October, 1960, an economic and technical
assistance agreement was signed in Baghdad by which
Czechoslovakia extended to Iraq credit amounting to )
$33.6 million.repayable in eight years at 2.5% interest. With
this credit preliminary studies are to be undertaken inter alia
in the field of oil refining and petro-chemical industries and
in thermo- and hydro-electric power generators, - Lfforts seem
to have been made to improve the technical preparation of the
projects, and the Iragi Government appears to have obtained a
more effective freedom of choice on projects to be executed.
Czechoslavekia is to prepare upon request complete economic and
technical studies for any project under this credit, while
Iraq remains free to decide on the implementation after receipt
of the studies. Czechoslovakia would then provide, install
and operate the equipment and guarantee maximum production.

3. This new economic assistance credit is the third of
its kind granted by bloc countries since March 1959, when the
USSR made the first move by extending a $137.5 million loan
supplemented by a second loan of {45 million in May 1960. The
implementation of the new Czechoslovakian credit will probably
be slow as, in its first stage, it covers only economic and
technical feasibility studies, but the proposed projects will
probably be better prepared than those under the Soviet 1959
line of credit.

L, It is understood that negotiations on the allocation
of funds under the recently extended USSR {45 million additional
credit are still going on, although the major part is probably
to be allocated to the Baghdad ~ Bashra railway project.
(including rails and sleepers as well as locomotives, rolling
stock and signalling equipment).
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IRAQ (Contd)

5. At the end of October the Iraqi Economic and Planning
Council authorised the signature of a contract with the USSR
for the construction of a 2,000 kW atomic reactor at Shumayfah
‘and- for a laboratory for the productlon of isotopes. = Both
projects are covered by a special agreement on peaceful uses of
atomic energy signed in August 1959. : :

6. Progress has been reported on various projects out of
the 25 listed under the ¢137 5 million USSR line of credit of
March 1959; but with the exception of:such projects as a -
broadcastlng stationh completed at the end of 1959, the technical
assistance for four tractor stations and a continuing geological
survey, most of .the projects are still in the preliminary stage
of research on technical and economical Iea31b111ty.- Reports
have been submitted to the Iraqi authorities and '‘a certain number
of projects will now be enterlng the plannlng stage.

Te The first arms deal, Slgned in November 1958, prov1ded
Irag with at least $118 million worth of military equipment,
Reports were received during the second half of-July 1960
revealing Iraqi dissatisfaction with the arms and equlpment
received from the USSR. There has been some feeling in Army
circles that the USSR had passed off to Iraq -a certain amount of
obsolete armaments, especially discarded artillery weapons.
Nevertheless in November 1960 a new flow of deliveries of
‘military equipment started to arrive in Irag, confirming the
rumours that in August 1960 a w?O million arms agreement had
been concluded. Under this new agreement, Iraq is supposed to
receive at .least 80 medium tanks, four hellcopters,'a number of
MIG~19 jet fighters and 122 mm. howitzers, :

8. . China, the USSR and Tast Germany have undertaken to
buy from Iraq, during 1960, 110,000 tons of dates valued at e
over $1l1 million. China Wlll take 65,000 tons; the USSR L
25,000 tons and East Germany 20,000 tons. (This is ebout half
the~total guantity of dates Irag anticipates exporting this
year.) “In 1959, Iraq's exports to the bloc were worth :
86 mllllon (or slightly more than 1% of total- exports) rand in
1958 only $0. 8 mllllon.

SUDAN

9. Recent developments in Central Africa and the ,
strategic geographic situation of Sudan as a gateway to the
northern regions of the former Belgian Congo have brought this
country in the limelights again.

10.. In November 1960, the Sudanese accepted in principle
a Chinese offer to provide on a grant basis two 50 kW short-—
wave radio transmitterse. This gift would include generators,
antennae, aerials, a two-year supply of spare parts and the
sending of some Chinese techniciasns to Sudan to work out the
details of the deal. The acceptance of Chinese equipment and
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experts (in a field where comprehensive aid has already been
provided by the United States) and the large Chinese mission in
Khartoum emphasise the interest China attaches to that country.

11, In November 1960 the Ffirst USSR gift of military .
equipment consisting of five armoured personnel carriers was
accepted by the Sudanese Government.

12, In addition,; following the visit of a Sudanese =
economic delegation to Moscow in December 1960, the Soviets
~announced that trade between the USSR and Sudan will be doubled
during 1961. In 1959, the latest year for which total figures
are avallable so far, the USSR accounted for less than 2% of
Sudan's foreign trade, but the first indications available for
1960 trade with the. Soviet bloc are showing a marked increase
over the 1959 figures. The significance o¢f the recent trade
arrangements lies less in the amount of trade expected during
1961 than in the bloc's continuing attempts to strengthen its
economic links with that country and the recemntly 1less
reluctant attitude of the Sudanese Government towards trade
relations with the bloc. :

UAR (EGYPT)

- 13, The UAR Central Mlnlster of Lconomy, commenting on the
new-budget 1960/1961 in July 1960, made it clear that for the
implementation of its 1960-1965 economic development plan the
UAR will continue to rely mainly on the Soviet bloc for invest-
ment capital and technical assistance while additional free—
world assistance will be welcome., .Out of a $1,000 million
total of foreign credits obtained by Egypt at the end of July
1960 for its new five-year plan, %583 2 million had been pledged
by the bloc countries, including $542 million by the USSR and
the rest equally divided between East Germany and Czechoslovakia.
Most of the bloc credits mentioned in this statement are unused
parts of loans extended since January 1958. The free world
countries were quoted for less than L40% of total forelgn assist-
ance, including: $125 mllllon from West Germany,. w118 1 million
from the United States, $45 million from Italy, 30 million from
Japan and 956 5 million from the IBRD,

14, The most recent addition to the list of credits from
bloc countries providing economic assistance for implementation
of the five-year plan was announced in late December 1960, An
agreement has been signed with Hungary under which this countiry
has undertaken to supply both regions of the UAR with capital
goods valued at $14 million, on credit terms. = This new
‘Hungarian credit is the second to be extended by that country
to Lgypt. The rate of interest charged is not yet known, but

DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

S s naEo umckessFED



NATQ{) (L{J;’Q[QIBA& IEIED ‘e

DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

ANNEX T.to
AC/89~WP/76

UAR (EGYPT) (COntd )

it is understood that repayment is to be made in five equal
instalments from the date of delivery. It had been suggested
earlier that this credit might be used to finance six projects.
connected with the manufacture of electric light bulbs and steel
pipes, refrigeration and food processing.

15, 'The.leading»position of the USSR on the list of
countries providing assistance in the implementation of the new
five-year plan is mainly the result of the two subsequent loans
totalling 325 million which are intended for. the Aswan High Dam,
In an official report on the progress of work, recleased in October
1960 by the High Dam executive body, it was stated that all
preliminary excavation work had been completed for the provisional
dam and that blue-prints of this dam as well as the diversion
canals had been drawn up. The report indicated that 62 Soviet ™
experts were working on the project and that 12,000 tons of e
Soviet equlpment had been received by the end of September 1960.
One of the main attractions of the Soviet proposal was that the
construction of the Dam would take threc years less than origin-
ally planned by Western experts. According to some Western
sources it would seem that since then the pace of progress on .
this project has slowed down: the accumulated delays at the end
of the year amounted to two years as comparcd with the original
targets of the Soviet plan. Among the reasons for this delay
the late start of works (Whlch began in January 1960) has already
been mentioned. New delays are attributed to the lack of spare
parts and maintenance facilities for the Soviet earth-moving
equipment, the inability of local sub-contractors to deliver in
time the quantities and qualities of the raw matcrials required
for building, ‘and the necessity of training large numbers of
unskilled labourers. : P
o
16, By the middle of 1960, out of a total amount of
o0k million, including 315 million of military aid, extended
to Ligypt by the bloc couhtries since January 1954, about
quO million had been drawn Tor goods actually delivered.
Mllltary equipment received in the country at the time accounted
for more than VSOO million of the total amount drawn,

17. Under the Soviet 175 million credit agreement of -
January 1958, covering 56 identified projects, the USSR was to
provide two crude oil distillation units each of 1 million ton
capacitye. Up to the end of 1960 iigyptian refining capacity
depended on the Alexandria plant (with a capacity of 200,000
tons) and the Suez plant (with a capacity of 1.3 million tons)
In August 1960 it was reported that Czechoslovakia would take

.over the commitment as a sub-contractor. The revised project
provides only for additional refining capacity, bringing the

‘total capacity of the two oil refineries mentioned above Up to
2 million tons per year, As for the building of a shipyard at
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UAR (EGYPT) (Contd.)

Alexandria, for which a protocol was signed in January 1959, the
USSR officially confirmed its pledge in August 1960. The cost
of the project has been estimated at $17.25 million, and the
works are to be terminated by 1968.

18, Since the implementation of projects might well gather
speed under the new five-year plan, the number of Sino-Soviet
bloc experts in the country will probably increase over the
total of 485 industrial, agricultural and professional
specialists reported to have been in the country at the end of
June 1960, thus reversing the declining trend of the number of
Sino-Soviet bloc experts in the country after the record figure
of 655 experts reported at the end of June 1959.

19, The UAR has been secking a more balanced distribution
between East and West when sending students abroad. More
scholarships in Western Europe and America have been accepted,
but at the same time training of students in the Sovict bloc has
not diminished,

20. It seems that thc arms deal which had been under
negotiation in Moscow for over two ycars was finally concluded
at the end of November 1960 after the visit to lioscow of the
Vice-President of the UAR, Marshal Abdul Hakim Amer, head of the
UAR General Military Staff, Soviet arms deliveries had been
reported earlier in the year. The total amount of arms to be
delivered to the UAR was not disclosed and no indication was

. given on whether any credit would be involved.

2l. A new trade and payments agreement between the UAR and
Poland was signed in Cairo on 2nd November, 1960. The agreement
is valid for three years and replaces the Igyptian-Polish and
Syrian-Polish trade and payments agreements concluded before the
UAR merger., UAR exports to Poland will include cotton and
manganese, Imports from Poland will be mainly chemicals,
machinery and ships. In 1959 the total trade turnover between
Ligypt and Poland amounted to 25,5 million. = During the first
year of the new agrecment, trade between Lgypt and Poland is
expected to reach $28.4 million and to increase by some 20%
during the next few years.

22, In 1960 the Egyptian cotton crop was good and could be
sold at advantageous prices, thc earnings of foreign exchange
from the Suez Canal, now deepened for vessels of 37 foot
draught, were the highest ever gained from that sourcc. But
the situation with regard to foreign trade and the balance of
payments remained difficult, although a large proportion of
imports were made on a long-term credit basis, both from the
Bastern bloc countries and from the United States, The United
States was the most important supplier, part of the Egyptian
imports from the United States being in the form of surplus
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UAR (EGYPT) (Contd.)

wheat. The USSR remains Egypt's most important customer with
purchases totalling 19.5% of total Bgyptian exports,. During the
last four months of 1960, the Eastern bloc countries absorbed 67%
of Egyption cotton exports as compared with U45% during the
cdorpresponding period of 1959. This recent development has
creatcd come concorn, as the industrialisation drive requires
more convertible currency to cover the 1mport of capltal goods
from the Wesuie. _

256 In the Syrian part of the new flve-year gconomic
development pian 1960--1965 of the UAR it is anticipated that
foreign loans and aid will total 9215 million.  The Soviet Union
has a?“eady unuer+akpn to provide credit and services to cover
the raln ‘mport requirements of the plan. At the end of o
Dcﬂcmvn“ 1960, Czechoslovekia granted a credit of 2.8 million at
3% inverest, covering a period of five years, for projects under
the Syrisn Mlnistry for Municipal and Village Affairs.

2. Up %o Septembcr 1960, only about 525 million had been
utilised out of the $150 million credit pr0V1dcd under the
Soviet-Syrian aid agreement of October 1957. The lack of
progrezs in the implcmentation of this agreement has mainly been
dve to the Syrian inability to raise the local finances required

as her contribution to match the Soviet credits for the projects
eflVJ = 5.69((. ) i ’

£25. A protocol signed in Moscow on 6th Scptember, 1960,

referring to the (150 million credit agrecment of 1957, rev1sed

the list of projects and earmarked u?l million out of the original
amount. The new list of specific projcects includes: the. construc-
tion of the Kemeshly -- Latakia railway; the construction of a -
nitrogen fewtilizer plant with an annual capacity of 110,000 tons ™
of ammonium nitrate, to be completed in two stages, the ilrst
ending ia 1964, the second in 1966; a lubricating oil plant with
an annual capacity of about 25,000 tons, and the continuation of
geological prospecting for oil and othcer minerals, including the
use cf cquipment for drilling operations down to a depth of '
5,000 metres, In all thesc projects consideration scems to have
_been given to the Syrians' difficulties in finding their share of
the meney to be invested, since the proportlon of imported,
matsrials to local labour is higher in these projects than in
projects envisaged earllcr.

26. Negotiations with a Belgian-West German consortlum
for the railway project and with other frece world sources for the
- fertilizer plant had been reported garlier and had alrecady pro-
gressed a long way. However, in both eases these ncgotiations were
overruled by high officials of the UAR. .Reportedly, the rcason
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fer this attitude is Nasser's desirc to counter-balance the
political impact of the substantial United States Public Lew
480 aid 2“75 .2 million in wheat and flour) which was extsnded to
the UAR (Egypt and Syria) during the sccond half of 1960,

27+ - The 77C km. railway from Kemecshly to Latakia, which
the USSR is to build by 1966, has been subjeet to somec criticism
and Syrian OLflClalS ruportedly agreed that an bouul caepital sum
invested in some other sectors of the cconomy mlght havc ylplded
a higher rcturn. But it seems that the USSR, for prestige
reasons, had insisted on the inclusion of the railway projcct.

28, At the end of Scptumber 1960 a contract was signcd
between Czechoslovakia and a U.sR (Syria) clectric corporatlon
for the building of a power station on Lake Hows (capacity: X
30,000 kW, ). This project had becn included in the earlier -
USSR 1957 agreement, and Czechoslovakla appedrs to havc acted as
a sub—contractor.

29, TFurther progrcss has been reported on the implementation
of a number of projects undecr way. The Rastan Dam, with
Bulgarian assistance, is ncaring oomplbtlon, and Soviet cxpcrts
are planning to turn the little town of Hows - where a
Gaechoslovadlan—oullt refinery "and an Liast German shoe factory.
have "been erccted and where the planned fertilizer plant and
power station arec to be located ~ into an important industrial
centre. The geological prospccting, which staerted in 1957, is
continuing and will be intensified. In connection with this
project, the USSR is to suple thrcc oil prospecting units to
the UAR (byrls) - Plans for Syria's most promising project, the
proposed Luphrates Dam, -are still not off the drawing board, but.
the first blue-prints are supposcd to be conpleted in the course
of the sccond quarter of 1961. The first stagé of construction
had originelly bcen planned to start in 1962. The Syrian
problem remains to find the balance of about 250 million to pay .
for labour and local maturials. )

30. At present a Targb number of Soviet bloc technicians
are worklng on various.projccts in the UAR (Syria), and if the
implementation of the projects undacer the five-ycar cconomic
development plan is to be carricd out, more of them will have to
be brought in the country. On 1st July, 1960, 475 industrial,
gericultural and professional specialists were reported to be at
work in Syria as against 735 at the same date in 1959,

31l. Syria is still facing serious c¢conomic problems which
have becn aggravated by ycars of continued draught. arffecting
mainly thc wheat and barlcy cropse. The wheat crop of 1550 has
been cstimated at 553,000 tons as against 1,353,000 tons in
1957, while the 1960 barley crop has been estimated at 157,000
tons as against 720,000 tons in 1957, Only the 110,000 ton
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cotton crop in 1960 can bc considercd as & success. In 1957
about 30% of total UAR (byrla) exports consisted of wheat and

barley.

32, At the Seventh Damascus Intcrnational Fair (15th
Agusut -~ 10th September, 1960), wherc 25 countrics were repre-
sented; the participation of Hungary, Bulgaria, Czechoslovakia,
China, the Soviet Union and East Germany was rcmarkaebly well
organized and widely publicised.

YEMEN

33e¢ China and the USSR arc intensifying their efforts
to gain greater influence in the economic development of the N\
Yemen., Some Western countries arc said to have cnecountered ey

difficulties in their economic activities in that country.
Reportedly, the Yemen authorities have generally becn impressed
and pleased with the results of the bloc assistancce.

3. No new development credit agrcements have so £ ar been
repcrted for the sccond half of 1960, but furthcr progress on the
bloc projects — most of them neering completion - is to be noted.
At the end of July 1960 Chinese equipmont for a spinning mill, -
which 1s the flrst to be esteblished in the Yomen and is to be
located at San'a to produce cotton yarn from importcd cotton,
arrived at Al Hudaydah. The project is part of the Chinese-
Yemeni technical assistance agrecment of Janusry 1958, provid-—
ing for a (17 ‘million credit, two-thirds of which navg'buen

allocated to road construction, as reported earlicr. The list
of industrial projects offered by China includes a glass factory, N
a tannery, and cigarctte, soap and match factories. On the )

g

agricultural sidc, the Chinese have oiffcered to develop a cotton
growing project. In the beginning of August 1960, a Yemeni
economic delegation left for Moscow and Peking to discuss furthcr
gconomic assistance, - At the rcquest of the Imam, the USSR
agreed -to provide a cash loan to the Yemen, and anOulaulonS were
reported on the Soviet offer to build the Al Hudaydah - Ta'iss
road. China offered to mint ;10 million worth of silver coinage
for the Yemen.. This unusual offcr was probably prompted by the -
fact that China had not bee¢n able to obtain sufficicnt Yemeni
currency to pay the salarics and other local costs connceted with
its aid projccts, No information has so fsr beén available on
the further rcsults of this mission, but as the Sovict project
for the Hudaydah poru as wcll as the Chinese road from Hudaydah
to Sen'a are ncaring complection, further assistance to Yoemen has.
probably becn discussed, and it seoms likely that additional aid
from the bloc will be acccptod.
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35. By the end of June 1960, there were still 1,130
Soviet bloc personnel in the country; however, this figure
includcs about 700 Chinesc labourcrs working on the road
project., The Chinese technicians who will construct the
textile mill are also in the country and tney expuct the
projcet to be completed in six months, by which time Yomeni
textile technicians now being trained in Peking will have
returned to their country.

36. During the last few ycars thc USSR has been purchasing
Yemeni coffec at the rate of about 600 tons. per year. (about half
of Yumeni coffee exports) on a barter basis for sugar, soap,
matches, cement and consumer goods. The coffec purchases have
recently (December 1960) buen restricted; the aim of this
Soviet move may be to obtain a reduction. in the coffee prices

" CONGO

37. The fast-moving flow of political events that has
swept the Congo since it obtained its independence from Belgium,
the permanent political crisis and the resulting instability do
not allow for a balanced evaluation of the cconomic problems
facing the new country. The Sine-~Soviet bloc moves have, as a
consequence, been mainly related to the politicel situation,
taking advantage of such opportunities as appeared to be
practicable for penetration.

38, At the end of July 1960, the USSR announced publicly
its general willingness to render cconomic and technical
assistance to the Congo and to establish at an early datc trade
ties with that country. In the middle of August, the Soviets
announced the sending of relicf suppnlies of food, trucks, and a
number of teéechnicians including doctors and medical workerse.

An Tljushin transport aircraft was presented as a gift to the
then Prime Minister Lumumba. By the middle of September,
reports indicated that 17 Soviet ailrcraft with bloc ©light and
ground personnel and one hundred 3-ton trucks, mainly for
military use, had bcen put at the disposal of the Government.
About 250 to 300 bloc technicians, some of whom werc actually
military. advisers, a Soviet medical team, a Soviet cultural
delegation and a Czechoslovakian economic mission in addition to
Bast Gurman and Czechoslovakian medical personnel were at work
in the Congo « o '

39. ‘At the end of Scptember, the complete transformation
of the political scene resulted in the rapid withdrawal of the
bloe from the Congo. It is beclicved that the trucks with
their spare parts and mobile rcpailr shops, a certain smount of
Czechoslovakian small arms, the medical supplies and equipment
of the medical teams as well as an undefined number of bloc
military technicians have been left behind, Although by the
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end of the ycar it appeared thatthe first wave of bloc penetra-
tion in the Congo had failed, it is still too early to draw any
definite conclusions on the development of the Soviet economic
penetration in this country.

ETHIOPIA

L0, Very little progress has so far been made in the
implementation of the Sovict Liconomic A351stance agrecment
signed in July 1959 and covcring a credit of 1OO million.

The Soviet ncgotiators have been complaining about the "admini-
strative and tecchnical ineptitude of the Ethiopian Government'.

L41l¢ In an attempt to press Bthiopia into a more rapid
implementation of the projects llsted in the protocol signed in
March 1960 and earmarking about 42 million of the available
credit, the USSR went so far as to transfer, on 18th June, 1960,
$2 million to Lithiopia's account with a New York bank, apparently
without much practical result, About the middle of August 1960
some Soviet geologists were rceported to be conducting iron ore
and copper explorations in Eritrea.

L2. The USSR have reportedly proposed a four-year
programme of intensive exploration of the scouthern part of the
country, including acrial mapping, scerial magnetic surveying
and geodetic work, Under this schcme a total of 300 Soviet
technicians would go to iithiopia. The Lthiopian Government
appears to bc rather reluctant to accept such large numbers of
Soviet technicians, all the more since an agreement had been
reached with the United States on the aerial survey project
before the Soviet programme was proposcd. Along the same
Iines the USSR has offered to supply the Ethiopian airlines
with TU=10L Jet . trensport aircraft under the terms of the
»100 million credit agrecment, But here again it appears that
the Ethiopians would prefer Boeing 720 B jets for which they
have been negotiating for some time. ’

GHANA

43+ Ghana has a high priority as a target for Sino-
Soviet eéconomic penetration. On 28th August, 1960, the news
agency TASS announced the signiature of a technical assistance
pact providing for s long-term credit of 40 million at 2. 5m
interest, This loan follows an last German credit of
$3+1 million extended in April 1960 for industrial dovelopment
including a cigarettec factory, a coffcece processing plant,
fruit, vegetable and fish canning factories.
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GHANA (Contd.)

4y, The new Soviet credit was prescented as an umbrella
agrecment, specific projects having to be negotiated scparately.
There is some reason to believce that the agreement was signed
garlier but that Ghana had becn rather reluctant to have the
pact publicised at a time when negotiations with Western groups
on the Volta river project were still going on.

b5. It was, however, rcported in November 1960 that a
Soviet economic and technical mission had visited the proposed
site for a dam at Bui, while another group had 1nspectcd the
bauxite deposits in central Ghana (to be exploited if Ghana
decides to develop her own aluminium industry). A third
party had studied forestry methods and the possibilities. of
agricultural developmcnt in norhtern Ghana.

L6. Once agreement on principle for a 8l million loan
from the IBRD, the United States and the United Kingdom had
becn reached, a protocol was signed and announced in late ‘
Decenmber for the implementation of the USSR L0 million credit
cxtended in Aucust 1960. It thus appears that the USSR has.
agreed to co-~ opvrate in the building of a dam on the Black
Volta river at Bui, to organize housing schemecs at Accra and at
the new port of Tema, to build a 200 room hotel at Accra, and
to set up a numbcr of model state farms, The assistance will
be given in the form of services, design, equipment, training
and supervision of construction. | Assistance will alsc be
rendercd in the field of mincral prospection and surveying of
water resources, The project attracting most attention is the
Buil river dam with its hydro-clectric power plant of a proposed.
output capacity of 200,000 kW, Estimatcs of the cost of
bulldlng the dam vary bctwubn 551 to $70 million. The Bui dam
is part of a much larger Volta river power complex providing for
an intcgrated river control scheme for which ncecgotiations were
still going on at the end of 1960 betwcen CGhana, private United
States banking interest, the consortium headed by Kaiser
Aluminium Company and thc IBRD. The final cost of the scheme
is e¢stimated at betwéen 0170 and u195 million.

47. As a consequence of these new developments, the
number of bloc technicians in Ghana is bound to increase
considerably. Training of Ghanaian students in thc bloc
countries will also be intensified. Dr. Nkruma has bcen
gquoted saying that Ghana will send 3,000 students to the USSR
and other bloc countries early in 1961, most of them to study
scientific subjects.

13-
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GHANA (Contd.)

148. The Soviet bloc has showvn increased interest in the
field of air communications.  The Ghana Alrweys, which are
providing the ihternal African scrviccs to Dakar and intend to
serve new routes to Cairo and Lcopoldville, have been making
use in the past of turbo prop Iljushins. In mid-August 1960
the purchase of four more turbo props from the USSR was rcported
for a total cost of (6.72 million to bc paid over a period of
eight years. About '80 Soviet technicians are vxpeeted to form
the Accra ground crew. In ordcer to mcet the rcgulations of the"
International Civil Aviation Organization, Polish and = - '
Czechoslovakian flight crews may have to be used. DbllVOPy of
the aircraft was originally scheduled for November, but ultimate
confirmation of the purchasc of these aircraft by Ghana had not.
been reportcd by that time and was apparently dcponding on the
issue of certificatecs of airworthiness. On Lth November, a
first group of 60 Ghanalans left for the USSR to be trained
over a period of 3% to 5% years as pilots, navigators, flight
and maintenance engineers,.

49. During the first half of 1960, Ghana's exports to the -
USSR increéscd considerably, mainly because of the purchase by
the USSR of 3G,000 tons of cocoa beans. In August, in addition
to the tcchnical assistance pact, the signature of a trade _
agreement was announced. Ghana will export cocoa beans, coffee,
copra, rubber, fruit, and other commodities, whilec imports from
Russia will consist of machinery, stecl, and semi-finished non-
ferrous products, construction matcrials and petrolcum products.
The trade agreement provides for most—chourcd—n :tion treatment
and clearing arrangements. o

GUINEA

50. In the course of the last six months of 1960, the
total amount of credits and grants extended to Guinea by the Sino-
Soviet bloc has becn more than doubled (from L2 million to
107 million) by a series of new cconomic aid agreements, At
the same time the arrival of large numbers of bloc technicians
in the country, the recent delivery of large quantitics of arms,
and thc signature of a number of additional trade agrc¢cments have.
considerably increased Guinea's already close ties with the bloe.
These new links between Guineca and the bloec are thce result of
Mr. Sekou Touré's ncgotiations with the Soviet Union and
Communist China during his visit there in September 1960,
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GUINEA (Contd.)
ECONOMIC DEVLLOPMENT CREDITS

51, In addition to the ecrlicr line of crcdit of
$35 million extourded in August 1959, a new credit of
221.5 million was granted by the USSR in September 1960. - So
far the list of devclopment projects to be financcd by the new
USSR crcdit has 0t been speelfied. A Moscow communigué
issued shortly after the departurc of Sckou Touré on 9th
September, 1960, annotnced that the USSR would participatc in
the construction of a group of projccts on the Konkourd river.
These projects involve the building of a large dam and, amongst
others, en aluminium plant to utilise Guinsa's bauxite deposits.
The. Konkouré river project has been estimated to cost in total
some 240 million and seems to bc one of the most important
projects included in the rccent Guincan three-ycar cconomlic
development plan (July 1960 - cuine 1963). In addition, the
new Soviet credit may also be used for financing the establish-
ment of lerge rice farms and the delivery of building matcrial
and agricultural equipment. ' ‘

) 52. The new interest-fre¢ loan of 100 million roubles

($25 million) extended in Septembor 1960 by Chine represented,
at the time, the largcst single cconomic ald effort ever made
by Communist China in favour of o free werld country. This is
the first Chincse line of credit expresscd in roubles, The
credit is to be utilised during the three-ycar economic develop-—
ment plan c¢nding 1963, The projects under this credit are to
be agreed upon later. The credit agrecment states that the
projects to be covered will be 'Yprimarily in the form of '
technical assistance and delivery of complete sets of ecquipment
and machinery", No further description of the use of this
credit has been given. This credit will finance the salaries
of the Chinese techniciens, while Guinea will pay directly their
living cxpenses. . The agreement contains 2 clause which tends
to become traditional in ftechnical assistance agreenmcnts signed
by China ant which provides that Ythe standard of living of the
(Chincse) technicians shell not éxcecd that of personnel of the
same rank in the Republic of Guinca". Minally, the agrecment
also provides for the training of a number of CGuinean tochnicians
in China.

53. Czechoslovakia, Poland, fast Germany and Hungary have
all been active in Guinea. There arc good reasons to believe
that the line of credit extended by Czechoslovakia in July 1959
for the purchase of capital ecuipment has bocn inercascd from
the original 45 million to & total amount of $10 million. Funds
so far obligated under the Czechoslovakian credit will be used
to start a civil air service and to establish a radio station.
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GUINEA (Contd.)

Hungary, Poland and Hast Germany have also cxtended additional
credits. No information is available on the projects to be
covered by these credits, but they will probably include technlcal
assistance programmes.

E

54. The 1mp7bme1tatlon of the first series of projects
covered by the USSR $35 million credit of August 1959 is well on
its way: the technological institute at Conalry is under con-
struction; +the site for the National Assembly building at Conakry
is being prepared, and actual construction is to begin soon; the
reconstruction of the Conakry airfield is to start shortly, some
machinery has already been delivered; the geological survey
projects are well under way; and the reconstruction of the Conakry-
Mamou railway line is undcr study. A number of projects under
survey include: a saw mill and timber plant, a leather tanning
and shoe factory at Kindia, a canning factory at Mamou, petroleum
installations at Conakry, a refrigeration plant, and a cement-
plant at Mamou. Some equipment is reported to have been supplied
for the agricultural development projects, while the organization
of several dairy farms and a 17,000 acre rice farm is at present
under study. The eouipment for the sports stadium at Conakry,
which is still under survey, has been received and two hotels
to be built at Conakry have now reached the planning stage.

55, It will be remembered that, in addition to the two
Chinese rice grants(l) valued at $1.5 million, Guinea has
received the following gift suppllcs, in March 1959 arms from
Czcchoslovakla, in Aprll 1959 highway ecguipment estimated at
$0.6 million, from Czechoslovakia and Polandigolatjy, in
December 1959 a 150 kW radio station, from Czechoslovaki