
CONSEL DE L'ATLANTIQUE NORD A"" 

H ATLANTIC COUNClL 

THE ECONOMIC OFFENSIVE OF THE SZTJO-SOVIET BLOC 

SIXTH REPORT BY TNE: COMMITTEE OF ECOMOMIC ADVISERS 

Mote by the  Chairma'n of the Committee of Economic 
Advisers 

The attached report,  prepared by the S u b - C o d t t e e  on 
Soviet Economic Policy, and approved by the Committee of Economic 
Advisers, is s u b a t t e d  f o r  examination t o  the Council. 

2. The document contains a descr ip t ion of the main features 
of the  econonrlc offensive between 1st July, 1960, and 3 l s t  December, 
1960 and a f e w  essent ia l  stat 1st ics. Am-iled analysis, on 
a country bscoun t ry  bas is  of the Soviet bloc cc~n~~c-"iiT~TvfZTes- - - -.*- ,---,-- --%.- L- _-___..__- -" --a-=--- ..---, 
i&t&" -&ep+g-@~ 1 g p  d. a ma s - Eimg'Tyye a --=-go gument __ ~ ~ / 1 2  __- ,__ 7iT[?"2';------- _--.I - _ - 
-Pa rt X J & ~ & & c ~ t a  ins alsp_-&.~xe.capf _tJlrlJlrla&iion.. of_ t he-= $-.Ilr,~-qg@ ionn 
on economic p*enetr-at ion- f ? 2 _ r  each_ country receiving f i n a n c i a l  
as fxLs%-if.&c_e _e_e$ r_oq &he 31 OC- since the beginni'ng of the 'e c onbinic 
/ 

~ & ~ ~ s & ~ e , ~ - ,  and- a -short,- -sum-r$: :uf"FasiF -ec@osn&dl: datas on = c o w  r fe s 
receiving financial assistance Prom the  bloc. 

(signed) F. D, GREGH 

OTAN/NAT 0, 
Paris, XVIe, 

NATO CONFIDEXI! IAL 



Item -- 
I. 

11. 

I11 6 

IV . 

v* 

CONTENTS 

Sub jedt -- 
Main trentis anG recent 'iievelopment s 

Economic a id  

(a) Cre di.t s exten& LI 

(b) Drawings 

(c) Type of prc jects  covered by bloc a i d  

NATO CONFIDmTI& 
c - i )  68 

(d) Sources of Sino-Soviet a i d  and co- 
ordination of a id  v i th in  the bloc 

Mili tary a i J  

Technical assistance 

( a  Civil ian technicians 

(b) Mili tary advisers 

(c) Scholarships zn2 training i n  bloc 
countriss 

Traile 

(a) Main l i n e s  of a22roach 

(b) Fluctuations in bloc t rade 

(c) Recent develo;3~ents 

Ghwt I: Sino-Soviet bloc trade with the 
un2erdeveloped countries of the 
free worlfi  

Chzrt 11: Sino-Soviet bloc economic credi t  s 
and grants (extends2 and &ewn) 

Chart 111: Sino-Soviet bloc' mil i ta ry  c red i t s  
and grznts ( e x k n ~ e 3  an2 ~ c a v n )  

T a t d e  1: Sino-Soviet bloc ec.~nonic c red i t s  
and grants extenLe3 during the 
Qeriod 1st July - 31st December, 
1960 

Table 2: Sino-Soviet bloc economic and 
milite.ry cre di t s and grant s 
(1954-1960) 

NATO CONFICZ3TTIAL -3- 



NATO CONFIDENTIAL 
C q i  633 68 

SIXTH REPORT ON THE ECOBOMIC OFF'ENSIVX OF THE SINO-SOVIET BLOC 
(from 1st July,  1960 t o  31st December, 1960) (1) 

1, Since the launching of the Sino-Soviet bloc economics 
offensive i n  1954, the bloc has steadily forged ahead with i t s  
economic penetration i n  the underdeveloped countries sf the f r e e  
world. The amlmt ~f a i a  exten$-ed h ~ s  expandea consi&rabl;r: 
from January 1954 t o  December 1960 economic ant2 mil i tary a id  
reached the e ~ u i v a l e n t  af $4.8 b i l l ion ,  of which about one-third 
was pladged during 1960. Total bloc trade with the underdeveloped 
countries has roughly t rebled i n  value f r ~ m  1954 t o  1960. The 
number af bloc technicitms currently working i n  the underdeveloped 
c ~ w t r i e s  rase by the cnd of 1960 to  nearly 7p800. A t  the  same 
time, the a i d  and trade offensive wns directed towards an' 
increasing number o f  countries, and, learning by experience, the 
bloc h2s constantly improved i t s  methods o f  ecenornic pcne t r a t  ion, 
taking into  accmnt the p o l i t i c a l  m a  eccn~mic s i tua t ion  i n  the 
various ta rge t  ci.juntrics. During the ea r ly  ycars, Sovist long- 
term and low in te res t  eccnmic development loans and trade 
agreements were cancentrated on a few Asian countries(2). I n  the 
ldiddle East ,. the spearhead of thz eccncmic ~f fensivs ccnsis ted 
of large scale armament cl~als(3) .  In  Lat in  iimcrica the tirive 
was i n i t i a t e d  by the European S a t e l l i t e s  offering bar te r  t rade 
agreements, supjQcrnsnte d i n  recent years by Soviet  econamic 
development credi ts(4) .  Africa h ~ s  only recently bcc~rne a new 
area f o r  intensive ac t iv i t i e s .  

See f i f t h  Report (c-~(60)116). 

U2 t~ Oct2ber 1957 a l l  major Soviet l i nes  of c red i t  had been 
,xtendeJ tt Asian comltries ( ~ n d i a :  $115 mil l ian i n  
February 1955, and $126 million i n  Novamber 1956; 
Afghanistan $100 mill ion i n  January, 1956; Indcnesia 
$100 mill ion i n  Se2tember 1356). 

In September 1955: $200 million arms agreement unAer c red i t  
extended by Czechoslovakia t o  Egypt, followed by USSR and 
Czech m i l i t w y  a id  agreerncnts with I raq,  Syria, and the Yemen. 

The f i r s t  large-scale long-term loan t o  Q Latin macican 
c ~ u n t r y  was extendcc by the USSR t o  Argentina i n  October, 1958. 
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2. Total bloc t r a d ~  with the un3eraeveloped countries of 
the f r e e  world rose i n  value from $870.5 million in  1954 t o  
$2,266 d l l l a n  in 1959(1). A s  trade between the underdevelsped 
ccw~l r i e s  and the indus t r ia l i sed  countries of the f r e e  w 3 s l d  
during the same p e ~ i o d  expanded a t  a s l ~ w e r  ra te ,  the bloc share 
increased t~ reach by the enC ~f 1959 776 of t h ~  t o t a l  tr~clc of  
the unJerdeveloped countries with the industr ia l ised countries, 
a s  c~rnj?are,t with only abaut 35% i n  1954. The trade drive has 
been c~ncen t ra t ed  on a small nurnb3r '3f c ~ u n t r i e s ;  i n  1959 
trade with the bloc represented more than 10% of  the t o t z l  
trade of not mare than f ive  countries autside Zurops: 
Afghanistan, Egypt ,  Syria, Guinea, Uruguay. Almost half of 
the fast-exi>anding Sino-Soviet bloc trade viith the underkveloped 
countries i s  s t i l l  assumed by the Europzan s a t e l l i t e s  f s r  whom 
t h i s  t r ade  lsrrgely correspsnds tb econarnic neefis. . H~wever, 
%he Soviat Union increased i t s  share i n  ,blcc t rade from l e s s  
than one-quarter i n  1954 t s  over one-third i n  1959. 

3. In recent years the bloc economic a id  i n  the form of 
c r ~ d i t s  mil grants extended, gathered c.;nsi&rable momentwn(2). 
An mount  equivalent t o  more than half Lhc: t s t a l  of bloc 
economic a i d  grented during the s i x  y ~ a r s '  p.rriod 1954-1959 w a s  
pledged during the twelve rnsnths of 1960. By the end of 1960, 
$3.6 b i l l i o n  warth ~f acanmic ai3 bad been extended, three- 
quarters of which by the Sovidt Union. Aid l i k e  t raae was 
fargefy c~ncen t ra t ed  on a s m a l l  number of countries. Althaugh 
the .list of  countries accepting Sino-Soviet b loc  a id  had been 
lengthenea to include a to t a l  o f  20 countries, 80% of a l l  
econmic c red i t s  and grants extenacd since 1954 was accorded 
t o  s i x  major recipients  only: Inaia 25%; U S  21%; Zndonesia 
7 ;  Cuba 7%; Afghanistan and Iraq each 6%. 

4. In addition, large-scsle milit,ary - assistance has been 
€-itended t o  the following countries: UAR, Indonesia, Iraq, 
Afghanistan and the Yemen ,  i n  tha t  order. During the second half 
of 1960, MOX'CCCO, Guinea and mainly Cuba accepted f o r  the f i r s t  
time rnilita-rg assistance from the bloc. By the end of 1960, 
bloc agreements t o  su2ply arms and mi l i ta ry  t ra ining t o  non- 
Communist countries j?rov:ided f o r  the extensim ~f c r e d i t s  (and 
a few grants) of  at l eas t  $1.2 b i l l ion (3 ) .  The value of the 
arms and t ra ining covcretl by these agreements i s  s u b s t m t i a l l y  
higher, since t h i s  t a t s 1  dses not r e f l e c t  downpayments, price 

. CUscounts and ~ r a v i s i o n s  of agreements. Accsrding t o  some 
estimates, the grdss value of t o t a l  mi l i ta ry  aiG by the end of 
1960 can be valued a t  s l igh t ly  over $2 b i l l ion .  

See Ghrtrt I, gage 19 
See Chart 11, page 33. and table  2 2age 24, 

3 )  See Chart 111, page 2~ and t ab le  2 page 24, 
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5. During the s e c x d  hal f  of 1960 the  mcst s d i e n t  
aspects 3f the  recent develo~mcnt cf the Sins-Soviet bloc 
econarnic offensive can be sumaarised as fol lows:  

f r ~ m  the point o f  view of geographical 
d i s t r ibu t ion :  

specia l  a i d  e f f o r t s  d i rec ted towards a few 
countr ies ,  in par t i cu la r :  Cuba, Guinea and 
Ghana, 3n.d achievement of a d~minant  pos i t i cn  
i n  the fore ign t rade  of both Cuba mJ Guinea; 

renewed e f f o r t s  of a i d  and trade penetrat ion 
i n  the African cmt inen t ;  

cmtinued e c m ~ m i c  pressure i n  o ther  areas  
anJ specially Gn SEATO Asian countr ies  
SE hail and ana Pakistan) ; follow up act ion 
i n  India,  Cmbsdia, In3onesia. 

froin the point  o f  view of bloc methods: 

resumption of lerge-scale m i l i t a r y  a i d  
programes, ~ainly by the  USSR, i n  Iraq,  
Guinm, Urn, fndunesia, Cuba; 

improved co-ordination of economic aid and 
t raze  p a l i c i e s  within the bloc; 

increase9 ; ~ a r t i c i p a t i m  of thz Eurosean 
s a t e l l i t e s  i n  the bloc econmic a i d  e f fo r t s ;  

emergence ~f Communist China a s  a s.ource of 
l a rge  in te res t - f ree  creGitso 

a )  CreCits extended 

6 0  Drlring the s i x  monthly period under review a t  
let?& $492.6 mi l l i on  creCit s m3 grants  have been extended by 
the blcc 2 is t r ib i l t@J a s  slimn i n  t ab le  1, page 2 3 .  This cmownt 
c m s s  i n  addit ion t o  $727.1 mil l ion  e x t a d e d  Guring the f i r s t  
s i x  months of 1960, The f a c t  t h a t  the amount extenGed Juring 
the second half was lmer than the  corresponding f igure  fo r  the 
f i r s t  hzlf  o f  1960 cannot be considered a s  indicat ive  of a 
Jecl ining trend since a s i x  mant'ns pericjil i s  t o c  s h a r t  f o r  
drnwing any conclusion. Bloc c r e d i t s  anii grants  extendea 
during the  year 1960 mounted to  $1,219.7 mil l ion ind ica t ing  
a n  increase of 40% over the corresptmding 1959 f i g ~ l ~ e *  



The c r e d i t s  extended &wing t h e  per iod  u n d ~ r  review 
r a n t e e  along t h e  genera l  l i n e s  o f  previous p f s c t i c e .  Long- ?:;: TPnxally 12 y e a r s ) ,  l o w i n t e r e s t  (genera l ly  2.79) o r  even 

i n t e r e s t - f r e e  loans  ( a s  I n  t h e  case of l o a n s  from Communist China), 
and t h e  p o s s i b i l i t y  of rapaymer,t th20u&h expor ts  of ,indigenous pm* 
duc t s  a r e  bound t o  t h e s e  c r e d i t s  especic7.l.l~ a t t r a c t i v e  t o  poop 
count r ies .  

(b)  Drawin= 

8, Between t h e  s igna tu re  of an economic a i d  agreement and 
t h e  ac tna2  drawing of t h e  c r e d i t  the re  is a l cpse  of time which 
v a r i e s  widely from case  $0 c a s e ( l ) ,  Th i s  r e s u l t s  from t h e  pro- 
ceeure of " l i n e s  of c r e d i t s "  used f irst  by t h e  Scviet  Union ar,d 
inc reas ing ly  followed by most of t h e  European s s t e l l i t e s  and 
Comunist  China, Under t h i s  procedure, t n e  i n i t i a l  c r e d i t  agree- 
ment i n d i c a t e s  only t h e  g loba l  f i g u r e  put a t  t h e  d l sposz l  of t h e  
r ece iv ing  country soniet imes i d e n t i f y i n g  t h e  p r o j e c t s  i n  a genera l  
way, but  without spec i fy ing  t h e  f i n a l  use of t h c  c r e d i t ,  I n  a 
second s tage,  a c l e a r e r  d e f i n i t i o n  i s  worked out f o r  t h e  use of 
t h e  c r e d i t  i n  an  impl-ementat i o n  pro tocol  usua l ly  l i s t  ing  p ro jec t  s 
concerned, I n  a  t h i r d  s t age ,  c o n t r a c t s  a r e  s jgned between the  
r e l evan t  b loc  s t a t e  export  agency and t h e  apgropr ia t e  organfza- 
t ion  i n  t h e  r ece iv ing  country. Finall-y, goods and/or s e r v i c e s  
a r e  a c t u a l l y  de l ivered ,  The " l i n e  of c r e d i t "  g ives  t h e  receiving 
c o u n t ~ y  valuable  i n d i c a t i o n s  f o r  planning purposes of t h e  t o t a l  
amount t h s t  may be a n t i c i p a t e d  f o r  t h e  y e a r s  ahead, The Soviet  
b loc ,  d e r i v e s  progagadz: advantages f r o m t h e  repeated p u b l i c i t y  
given a t  t h e  var ious  s t a g e s  of t he procedure t o  t h e  pledged 
amoant of a i d ,  

9, A s  a whole, t h e  r a t e  of a c t u a l  u t i l i s a t  ion of econornic 
a i d  extended has, i n  t h e  pftst, never exceeded one- f i f t h  of t h e  
t o t a l  a c c u m l a t e d  c r e d i t s  and g ran t s .  By t he  end of 1960 about 
#750 m i l l i o n  of t h e  economic c r e d i t s  extended by t h e  b loc  s ince  

(1) For ins tance ,  th.e $100 mi l l ion  :Loan of c r e d i t  extenCled by- 
t h e  USSR i n  1956 and r a t i f i e d  by t h e  Indonesian Parliarmnt 
i n  1958 was only about one-third u t i l i s e d  by t h e  end of 1960; 
s i rnS ia~3 .y~  t h e  Ncvember 1956, $126 znCllion Soviet  c r e d i t  t o  
Ind ia  a c t u a l l y  s t i p u l a t e d  t h a t  funds were not t o  be used 
u n t i l  1959 and was s t i l l  f a r  from exhausted a t  t h e  end of 
1960, On t h e  o t h e r  hmd, t h e  comp~.mt ive ly  smaller  c r e d i t s  
extended by t h e  European s a t e l l i t e s  had been d ~ a w n  upon a t  
a much f a s t e r  r a t e  a s  they  were genera l ly  a l l o c a t e d  t o  specLPic 
p r o j e c t s  from t h e  eo.rly s tage ,  However, t h e  pace of drawmgs 
on European s a t e l l i t e  loans  w i l l  probably slow down, zs t h e  
s a t e l l 2 t c s  rcver"c: .o~e and more t o  t h c  procedcre of t h e  11m 
02 c r e d i t a  
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1954 had been drawn, of which about $200 m i l l i o n  was drawn during 
1960. It i s  t o  be noted t h a t  t h e  amount drawn r e p r e s e n t s  minimwn 
es t ima tes  and a gross  f i g u r e ,  a s  no d a t a  a r e  a v a i l a b l e  on t h e  
amount of repayments. I n  any case,  these  repayments must have 
been so far very sm11. The graph on page 2 1  shows economic 
c r e d i t s  and g r a n t s  extended during each year  and a l s o  t h e  yea r ly  
drawings from accumulated c r e d i t s  and g ran t s ,  

10, It i s  not poss ib le  t o  draw d e f i n i t e  conclusions from 
t h e  r a t e  02 drawings up t o  t h e  end of 1960, A s  t h e  a l l o c a t i o n  of 
extended loans  and grants  f o r  s p e c i f i c  p r o j e c t s  h a s  r e c e n t l y  
gathered speed, t h e  r a t e  of drawings w i l l  probably increase  . i n  
t h e  near  fu ture ,  I n  the  meant im,  t h e  f a c t  of extending c r e d i t s  
has  by i t s e l f  a d i r e c t  bearing on t h e  evolu t ion  of t h e  economies 
of t h e  c o u n t r i e s  concerned; it a l r eady  involves dil?ect p a r t i c i -  
pat ion  by t h e  b loc  i n  t h e  development and i n  t h e  choice of t h e  
p a r t i c u l a r  p r o j e c t s  t o  be implemented. 

( c )  w e  of p r o j e c t s  covered by _bloc a i d  

11, By t h e  end 02 1960, about two-thirds of t h e  t o t a l  
economic c r e d i t s  and g r a n t s  extended by t h e  bloc t o  underdeveloped 
c o u n t r i e s  s ince 1954 has  been a l l o c a t e d  t o  s p e c i f i c  p r o j e c t s ,  
Although t h e  b loc  is invclved i n  the cons t ruc t ion  cf a number of 
h ighly  publ ic ised  showpiece p r o j e c t s  1 e ,  g, , Asian Games Stadium 
i n  DJakarta, s p o r t s  stadium a t  Conakry, h o t e l s  i n  Rangoon and 
Conakry, e t c , )  most of t h e  bloc a i d  has  been earmarked f o r  b a s i c  
developmeht p r o j e c t s ,  The main emphasis i n  t h e  Soviet a i d  pro- 
gramme has been put on t h e  i n d u s t r i a l i s a t - i o n  of  the  underdeveloped 
count r ies .  O f  t h e  funds  obl iga ted ,  i t  i s  est imated t h a t ,  ,two- 
f i f t h s  was s e t  a s i d e  f o r  p r o j e c t s  d i r e c t l y  r e l a t e d  t o  t h e  expansion 
of indus t ry ,  o n e 4  i f t h  f o r  multipurpose p r o j e c t s  inc luding  fX ood 
con t ro l ,  i r r i g a t i o n ,  land reclamat ion  and hydroe lec t r i c  power, 
one-sixth f o r  t r a n s p o r t  and comnmnications and one-tcnth f o r  mineral  
survey and e x p l o i t a t  ion,  a g r i c u l t u r a l  techniques. Funds t o  a s s i s t  
i n  the  improvement of a g r i c u l t u r a l  techniques,  hea l th ,  educat ion  
and admin i s t r a t ive  s e r v i c e s  account f o r  only a small par& of t h e  
b loc  a i d  programmes. 

12. During t h e  second half of 1960 t h e r e  seemed t o  be a 
t r e n d  towards devoting more a t t e n t  ion  t o  medium and small s i z e  
i n d u s t r i a l  e n t e r p r i s e s  e s p e c i a l l y  i n  a i d  programmes f o r  Cuba, 
Guinea, Indonesia and Syria ,  However, t h e  Soviet b loc  programmes 
stil l  include a number sf l a rge - sca le  p r o j e c t s  which a r e  bound t o  
s t r i k e  pub l i c  opinion i n  t h e  r e c e i v i n g  count r ies ,  Some of those 
p r o j e c t s  have a l r eady  been completed, f o r  example t h e  B h i l a i  s t e e l  
p lan t  i n  Ind ia  and t h e  Horns r e f i n e r y  i n  Syria ,  both of vrrhich were 
successes f o r  t h e  b loc  a i d  programme* Other major p r o j e c t s  under 
construct  ion  a r e  : 
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- the hswm darn i n  Egypt f o r  which cer ta in  delays 
have been reported i n  the ear ly  s t ages  of the 
work; 

- the heavy machine plant a t  

- the BTeyveli. sower plant i n  

- the 3cghda.L-Sashrz r s i lvmy 

Ranchi i n  Inaia; 

Madras, India; 

i n  Iraq; 

- the 770km. Kameshly-Latakia railway i n  Syria. 

Other projec ts  unir survey incluJe, i n t e r  a l ia :  the Euphrates 
Dam i n  Syria an1 the great  East-V!est roa3 in  l e 2 r l .  Further 
large-scale projects  have been envisageu i n  recent c r e J i t  agree- 
ment s, 0 

- the envisaged Rui Dam on the Back Volta r ive r  in  
Ghane; 

- the prsposed bloc part ic ipat ion i n  t h e  Honkour6 
r iver  s ro jec t  i n  Guinea, providing f o r  a large 
Dam and an aluminium plant, 

(d) Sources of the Sino-Soviet a i d  aria co-ordination of  
a id  within the - bloc 

13. The following tab les  shows the d is t r ibut ion  of the 
. bloc ecmmic  aid e f fo r t s  among the Sino-Soviet C O U ~ ~ P ~ ~ S ;  
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Sino-Soviet bloc econcmic cre3i t  s extenaed t o  under- 
develo2ed countries by donor country during 1960 

Donor 
Ccunt r y  

BLOC TOT& 

USSR 

Total 
Europezn 
Sa te l l i f  e s  
.Irr 

Czechoslova- 
k ia  

Poland 
East G e r m a n y  
Roumania 
'Bulgaria 
Hungary 
C a r m u n i  s t  

China 

3 a 

Total amount extended 

~r&n 1st Jan. From 1st July 
to3OthJun3,  t e 3 1 s t f ) e c .  

I960 1960 

Million US $ i  % i l i l l i o n  US $ $I I Million U S  $ 

3.4. Communist C h i n a  often ofzers products an3 services 
technically l e s s  sophisticated, which i n  some cases may be w e l l  
adaj?ted t o  the more inmediate and urgent needs of the primitive 
ty;?es o f  ecommies ~ r c v a i l i n g  i n  s m e  newly-inaependent countries. 
In a id i t ion ,  thc Chinzse .have tr ieG t o  cagitalr,ise on anti-white 
feelings,  especially i n  young African nations. The share of the 
USSR i n  the economic assistance l2rovided by the bloc countries 
fcil, Swing the second h a l f  o f  1960 t 3  41% c~mpared t o  86% cluing 
the f i r s t  half cf 1960 and 75% f o r  the whole period 1954-1959. 
Correspmdingly, the pa r t  ~ ~ l a y e d  recently by the European 
S a t e l l i t e s  and Commuaist China has consi.;ferably increased. In 
2articulm= C~rnr~unis t China, i n  spi te  af her domestic 2roblems 
extended i n  1960 more s s s i s t m c e  than during the e n t i r e  i2eriod 
s t a r t ing  frsm the beginning of the ecsn~mio offznsive ($145 
m i l l i o n  against $142 million) aixd the te rns  o f  the  Chinese 
assistance were much more generous than aid  given by any ~ t h e r  
country. The Sovie t  Union and the Europeon S a t e l l i t e s  hem 
constantly stressed t h e i r  >reference f o r  low in te res t  13sns over 
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grants,  departing only exceptionally f porn the i r  loan policy(1). 
The only large economic aid grants reporteJ  during 1960 were 
extenaed by Communist ~ h i n a ( 2 )  $21 mil l ion t o  sepal i n  March 1960, 
$38 million to  Cmboaia i n  November 1960, In a3dit ion Communist 
China proviGed several in t e res t  f r e e  loans(3)s $25 mil l ion to  
Guinea; $60 mill ion t o  Cuba, The loan t o  Cuba i s  a very unusual 
example of large-scale a id  extended by R backward country to  a 
much more advEnced country enjoying a pa? capita inc.ame cbout 
Z ~ u r  times higher than i t s  awn, 

15, There i s  reason t o  believe that ,  par t icu lar ly  towards 
the end of the year, the :European sate l l j . tes  and the Soviet Union 
ma.3.e serious e f f o r t s  t o  improve the co-ordination af their a i d  
and trade. prcgrammes i n  favaur o f  a n-mber ~f comtr i e s ,  e ,g. 
Ghana, Guinea, Cuba, T h i s  may - e m l a i n  j?artly the re la t ive  
importance recently gained i n  bloc economic a i d  by such countries 
a s  Czechoslovakia, Poland, East Germany who have been par t ic ipat ing 
e a r l i e r  i n  the bloc a i d  e f f o r t  anC the emergence of such unusual 
sources of ere 3it a s  Hungary, Romania md even Bulgaria, A 
recommendation issued i n  .August 1940 by the sec re ta r i a t  of  the 
Council f o r  Mutual Economic Assistance of the Countries o f  
Eastern Europe (COMECON) reportiefly provided f o r  a common and 
uniform a t t i t u d e  o f  the  member countries i n  r e l a t i o n  t o  creGLts, 
i n t e r e s t  r a t e s  anJ ixgrnent f a c i l i t i e s  extended t o  Cuba, 
recomsnding tha t  she should be given the same treatment a s  
membcrs of the bloc. 

III* MILITiaY ASSISTANCE 

16. From the end of 1958 to  the m i d d l e  of 1960, no major 
development i n  the Sino-Soviet bloc mil i tary assistance was 
reported, but during the least six months of 1960, bloc mil i ta ry  
'aid t o  unde~rlevelopeil countries of the f ree  world rose suddenly, 
and included a number of new countries which had never accepted 
any sizeable amount of bloc mil i ta ry  equipment before, such as 
Cuba, Guinea, Morocco; at; the same time a ld  customers of Soviet 
bloc mili tqry a id ,  such a s  Iraq, the UAR anJ Indonesia, concluc?etl 
large ncw armament deals with the bloc, The dis t r ibut ibn of 
the recent mi l i ta ry  agreements i s  shown i n  the following table:  

.. . 
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(1) The only large-scale USSR grant was given t o  Afmanistan in 
1959 ($86.6 million). 

(2) Previsus grants from Communist China incluCie, e.g. $22.4 m 
mill ion t o  Cambodia i n  15356; $222.6 inil l ion t o  Negal i n  1956; 
&5*8 mill ion t o  Ceylon i n  1957. 

( 3 )  On 9 th  Jenuary, 1961: $84 million t o  Burma. 
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BLOC M I L I T l P Y  ASSISTANCE 
A-- - 

1st July - 3 l s t  Decerxber, 1960 

Recizient Country I Date 

- ----I - 
1. I2kQ August 1960 
2. GUrNEA - September 1960 

f 
3. %a November 1960 
4. MOZOCCO November 1960 
.5~ SUDAIV ' November 1960 
6 .  CUBA December 1960 

7 . IXDOXESIk December 1960 
1 

TOTAL 

Exact informt ion  on the recent bloc mil i tary a i a  programme i s  
clifficult t o  gathsr,  m J  i t  i s  not always clear  t a  what extent 
c red i t  may be involved i n  those deals o r  to  what extent the pr ices  
t o  be paid f o r  mil i tary equipment are re la ted  to  i t s  rea l  value, 
but there i s  evizence of a cmsidernble increase i n  expected 
Jel iver ias  o f  armsa A conservctive estimate of  a t  l e a s t  $600 
mill ion w o ~ t h  of  mil i tary equiment w i l l  have to  be a&led t o  the 
previously indicates figure a$ $1,420(1) mil l ion i f  the recent 
agreements material ise.  However, if c red i t s  and grstnts extended 
fo r  &livery of mil i tary equipnent only are  considered, the amount 
w c u l G  reach by the end of 1960 $1,198 m i l l i o a ,  as  cmj?ared with 
$822 mill ion extended up t o  the midJle of 1960. 

f 
expccted 

USSR 70 
Czechoslovakia 5 - 6.25 
2nd USSR 
USSR Mot available 
USSR Not available 

17. When credi t s  ere involved i n  mi l i ta ry  a i d  ~sgreements, 
the u t i l i s a t i o n  follows the signature a f  the agreements much tnore 
quickly than i n  the case of economic credi t s  and grants* Reportedlyt 
nearly a l l  of the t o t a l  of $822 mil l ion worth of mi l i ta ry  c ~ e d i t s  
and grants exten3ed 'by the bloc t o  un~erdeveloped countries since 
1954 ha3 been drswn by the rniJJ2.e of 1960 mil repcyment had 
s tar ted.  The $375 mill ion mil i tary c r e s t s  a d  grants extenJe3 
during the seconl half of 1960 were agreed a t  tco l a t e  a date to 

USSR ( g i f t )  
Czechoslovakia 
and USSli 
USS3 

--- 

(1) For estim~.ted t o t a l  value of mi l i ta ry  equi2ment delivered 
up t o  30th June, 1960, see C-~(60)116, ilnnex 11. 

Negligible 
40 - 50 

275 - 375 



5 be drawn before the end c.f tihe year. The p rov i s im of mil i tary 
0 equipmmt, a considerable praoportion of which has come from stocks 
3 of rliscarile d equi2men-t , h~.s  imposed only a s l igh t  economic b%rden 

on the bloc. .. . 

F? 
PI I V  o T_E-cHc.dPC"iL ASS I STL'ATCE 

18. The Sino-Sovie t bloc technical assistance i s  closely 
rzlctel l  t o  ecsnarnic 2nd mi l i ta ry  aid c r z J i t s  3nJ the rimer of 
bloc technicians i n  the underdevelope3 countrios i l ' lus t ra tes  the 
pmgress i n  the implementation o f  the major a i d  ;?PO jects,  By 
the end of 1960 about 7,800 bloc technicians (inclui?ing some 
1,350 m i l i t  nry cclvisers) aerae ;?re sent i n  ths unLer2.evelepe il 
countries o f  Asia, ~ f r i c : a  and Latin America, This represents 
an increase of abdut lY2i5o9 a s  compare.l with the sane ;?ericid 
Guring the preceding year. Economic gersonnel increase3 by 
19515, 5ut the nwnber of' mil-itzry navisers fleelined by ?bout 10%~ 
By the enll of 1959 the corrssp.m.3ing figure was 6,430 (incluJing 
1,510 mil i tary advisers).  

(a) Civi l ian technicians 
7-M- 

- l g b  Sins-Soviet bloc technical ai-C covers prac t icc l ly  a l l -  . 
canceivable typas of develoq~ment w ~ r k ,  the main emphasis being on 
services connected with the construction and i n s t a l l a t i o n  of 
p lan ts  and equipment supplied by bloc countries, but p l a ~ a i n g ,  
surveying m d  tcchniczll ~ n d  econ~mic research a r e  given increzsing 
importznce. About two-thirads o f  the bloc c iv i l i zn  technicians 
come from the USSR, a s  against one-sixt:h from tnc Euro-$san 
s a t e l l i t e  countries, mainly from Czechoslovakia, and one-sixth 
from Comrmist China. ITswever, the f igure f o r  Cnm~unist C h j m  
includes Chinese labxmers sent  to  the Ymen i n  conn~ct ion  with 
roa3 building, accounting f o r  nearly three-quarters of  t he i r  
t o t a l ,  

205 Communist Chin.3 has introduce& i n  i t s  a s s i s t x x e  
agreements, 3.g. with Ndpal, Guinea and Burma, a clause p r ~ v i z i n g  
tha t  the standard of  Living of  the Chinese technicians shal l  nct  
exceed th3t of personnel of  the same r~mk i n  the ass i s ted  
c ~ u n t r y o  Communist China i.s thus outbidding the Soviet experts 
and even more the experts  f zacm Euro;?ean s a t e l l i t e s  who c m a t  
adapt themselves s c  read.ily t a  the l iv ing  conilitions i n  the 
underdeveloped areas. 

n (b)  Military advlsers 
W - 

2-1, Since 1956 the ~uriiber of bloc o i l i t a r y  personnel i n  
the underdeveloped countries increased. and reached, i t s ,  peak a t ,  
the end sf 1959 when 1,51.0 mi l i t a ry  advisers were reycrted. 
Tonar3s t h o  midGle of 1960 the f igum &rog>ed t~ 1,225 ref lect ing 
the 2rolmgccl h ia tus  i n  mi l i ta ry  agreements bgtween the end o f  
1958 and the end of 1960, During the second half of 1960, the 
number of m i l i t m y  advisers increased a g ~ i n  by ~ ~ b z ~ u t  10%. W-i th 
the resumption cf  largc-scale mi l i t a ry  a i d  agreencnts, the n~'113er 
cf' military aGvisers w i l l  probably increase during 1961. 
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(c)  Schclarships and Training i n  bloc cauntries 

22, Nationals of underdevelop3d countries who had completeJ 
or were zursuing courses of ins t ruct ion a t  mil i tary,  academic 
an?- technical t ra ining csntrcs  i n  the 51oc were estimated t>  
have t o t a l l s d  about 11,700 by the en2 of 1960. This ty-pe of 
2r=tgranme wcs s t a y t e J  i n  1956, an2 the countrids with the 
largest  nwbers  sf  t ra inzes  i n  the bloc countries m e  the UKR, 
Indmssin, In2ia and Iraq. The number o f  African students 
has r e c ~ n t l y  b ~ e n  increcsing quickly: by the rniX3.z of 1960, 
240 Guineans, 190 SuChne se , 65 Ghenaims, and 15 Ethiopizns 
c~ns t i tu t ec i  the f i r s t  grou2 of African t ra inees  in  bloc countries. 
Recent &nelop%ent s i n  Africa w i l l  fur ther  increase the i r  number. 
Cuba i s  dxpected tc, send a number of stuGents and technici!ms 
f a r  t ra ining in  the bloc countries. 

23. The much publicised Wniversity of People s Friendship 
(now V a t r i c e  Lumanba universi tytt)  q e c i a l l y  established i n  
Mosccw f o r  the  training 2nd e.ducation c.f a planned number of 
ab~uS  4,000 Asian, African and Latin American s tuaents, was 
o f f i c i a l ly  opened on 1st October, 1960. Only 500 vacancies 
tvere available fcrr 1960 while, according t o  Soviet gress  reports ,  
about 40,000 applications had been received by the end of 
Septenber when the University 2uthori t ies  indicated tha t  the  
5ea;iline af  31st July was t o  be enforcaJ, thus Jisapj+inting 
large numbers o f  c a n a a t e  s. Towards mia-0c tobcr about 300 
students f r m  65 countr ies  were reyortedly attending courses. 
In  ~-&Ji t ioq ,  admission pracedures f a r  the new universi ty seem 
to h s e  been devised in  order ta z v ~ i d  the interferencz of the 
governments in the selection of the can3idztes from amongst 
the i r  nationals. Several countries, inclu2ing - India anJ Nepal, 
heve reacted by refusing i3assports t o  a l l  successful zp$licantso 
X number of students frm countries such a s  Kenya and Cmeroun 
are i n  hifoscm against the wishss af t h s i r  governmcnts. The  
new univorsity i s  l ~ c a t z d  near the Moscow State  University 
where about 700 othcr stu&ent s fram underJevelo2ed c ~ u n t r  i e s  
are i n  attendance and where a cer ta in  mount sf resentment has 
recently b u i l t  uy, sgainst  -~vhat h2.s been tlenounced as '+acial 
discriminat icntr . 
Va T W E  

(a) Main l i nes  o f  a92r3ach 

24. I n  t h e i r  re la t ions  with the ~unJerdevelopeG countries 
the Communists have s t resssd  the in-~ortance of trade a s  opyosed 
t 9  .aid, 'The USSR has alweys maintained the view that  foreign 
creiiits must never const i tute  the principal  mccns fcr aevelsging 
the econjmy of a country... The USSR thinks tha t  the aqans ion  
of narmal trade re la t ions  and economic links without discrimina- 
t ion,  without intervention i n  the in te rna l  a f f a i r s  of s ther  
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countries, without external  ;?rcccn&itioning, i s  an importcant 
form of e f fec t ive  econ0mi.c aid and assistance to  the under- 
develo2ed c o ~ n t r i e s ~ ~ ,  (1) One of the a rgments  used in 
persuading the unfierdevel.opetl countries thc t  trade re la t ions  
with the Soviet bloc were ad.aantage2us w a s  t h a t  Com~unist 
countries 2rovide a s table  market which i s  not influznced by 
recessions 2s 0~2osed  t o  thi: f r ee  w o r l G  economic system where 
aurchases of the t r sd i t iona l  e x ~ o r t  goods o f  those countries 
f b ~ c t u a t e  n i & l y ,  It a>pears, inieect, t h a t  thd bloc  countries 
hnvc often taken zdvmtage .J:F scme ssecial  mergericy situcition 
i n  unLerdeveloped countrj.es experiencing d i f f i c u l t i e s  i n  finding 
markets f o r  t h e i r  most v i t a l  e x p r t s  (~urmese r i ce ,  Egyptian 
cotton, Uruguayan wool, Brazi l ian coffee, etc.) In such 
s i tuat ions ,  the bloc ;;resented the countries Loking for  markets 
with long-term trac3e agreements; however, the continuity i n  
Sovie-b bloc trading gract ice  has been disappointing i n  a number 
of instance s. 

25. Within the cent;ral:ly-controlled zconarny of  the bloc, 
foreign trade remains always an in tegral  pa r t  o f  foreign ?olicy 
aria national  planning, It i s  impossible t o  s q ~ a r a t e  2urely 
ec~ncmic'rno t i v e s  from p o l i t i c a l  crnes i n  the bloc drive f o r  trade 
expansion, as the order of ;? r ior i ty  between both varies  from 
case to  case, and zf ten c:oincides, There hss  alwc-ys been a 
cer ta in  mount of trade betwem the b l x  ancl the unJerdevelopeCl 
countries, ,and the Jecl,med policy, aiming a t  a gradual increase 
i n  consumption as well as a t  fur ther  ex~ansion i n  the economic 
developent , t e m b  t o  increase the internal  need f o r  raw material  sl 
while there remains scope: f o r  more w o r t s  of t ropica l  agr icu l tura l  
products, k t  the s m e  tSirne:, the bloc i s  able t o  of fer  a 
wif&ning range of  goo&, inc:Luiling rn~aufactured pro?lucts f o r  
which the production capacity i s  a t  l eas t  suf f ic ien t  t o  s a t i s f y  
internal  needs. From thtc point  ~f view of  the recipient 
countries, a motive f o r  increasing trade with the Soviet bloc 
countries i s  of ten t o  be found i n  t h e i r  5esire to  affirm t h e i r  
indegendence by StiversiQing t h s i r  trade re la t ions-  

(b) Fluctuations in - Bloc Trade 

26, Although the Si.no-Sovie t bloc .has provide % genzrally 
expanding markc t s fo r  goods froom the untkrJeveloj?ed countries 
some intiividual countries exger ienced domwQtrd f luctust  icns i n  
t h e i r  trade r e l a t ions  w i t h  %he bloc. For instance, fWgent ine ' s 
trade with the bloc showed a dro;j fram 9,3$ i n  1955 t o  l e s s  than 
2,2$ in 1959; Burmat s tradx? with the bloc f rom 17.9% i n  1955 

(1) Prof* L.A. Fitoni (Academy of Science, ~oscow) a t  a 
colloquium organized. by the ItUniversit6 Libre de Bruxelles - 
I n s t i t u t  tle Sociologie Solvayv, (17th - 21st October, 1960) 
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to  l e s s  than 10% i n  1959. Bloc trade with the un,ier(Jevelope3 
areas increased cluring 1959 8bove 1958 f igures ,  excegt f o r  the 
Mi3iIle East where a 13% decline was the main reason why ,  on the 
whole, the l eve l  cf trnile with unLerdeveloped countrias i n  1959 
renzineJ the scl;?e as  i n  1958, The Mi331;3 East accounted i n  
recent y d a r s  f o r  about 4C$ of bloc trSLe turnover with unLer- 
Cieveloged countries. Ths following table inGicates the 
f luctumtions i n  bloc trzde with un&mk?vclopeJ countries i n  1959 
as ccmpreJ v i t h  1958. 

Index o f  chmge i n  bloc trade with unclerdeveloj?e3 countries,  
bnsed on trade i n  current 2r ices  

1958 = 100 

! e 

Are a Total Trade Bloc Ex2orts Bloc Imports 
I t t 

All areas: i 101 92 111 t 
f "iv~i~;tle ~ a s t  I 87 1 87 I 88 

&Africa I 144 1 129 i 
i 166 

1 g ~ s i a  114 1 86 1 i 147 
y Latin Arnorica 106 I 117 I 99 

27. UnLlerLevoloped countries outside Europe which, during 
1959. conducted more timn 10% of t h e i r  trcde with the bloc 
appear below: 

28. In the f i e 1 3  of  t raJe  two major events hwe  t o  be 
reported concerning respectively Cuba an3. Guinen. By the end 
of the yoar the bloc had succeeded i n  Civerting towards bloc 
countries more then 50% of the t o t a l  traJe turnover of both 
countries pxvious ly  t rzd i t iona l ly  re la ted  to  the Free 9urld  
countries. In both cases thsse changes i n  foraign t r n l e  pol ic ies  
resul ted ra ther  from s o l i t i c a l  t h m  economic consiclerctions. 
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29. The Cuba and Guinea trade aiversions have op;,arently 
had far-reaching repercussions on the trade yolicy cf the bloc 
countries. Co-ordination o f  the se ;?olicies became obvious 
towm& the end of the year when it  w a s  announced tha t  a l l  the 
bloc countries, incluJing Communist China, woul3 pfiy the same 
?r ice  f o r  Cuban sugar. The agreed price (4 U S  cents n asand) 
w a s  fixed at .75 cents a pound ab3ve th~;: grevcil ing worl2.  market 
pr ice  and represented as  much as a $17 subsiGy ger tiin of sugar 
i n  favour of Cuba. 

30. The "t ied" s t r i c t l y  b i l a t e r a l  ba r t e r  t r a l e  policy 
has proved i n  many cases t o  be one of the mnin obstzcles t a  the 
ex~ansion of trade with the un~erlevelopeC countries. In s2ite 
of various efforts t o  improve the f l e x i b i l i t y  of the system, 
the bloc countries have not been able t o  organize a ~ ~ t i s f n c t o r y  
rnul.tilateral payments system within the Sino-Soviet bloc. This 
difficulty h d  api?=irently been overcome i n  favour of  Cuba when 
it was announced in l a t e  December 1960 that Cuba would be 
allowed to  seek repayments f o r  its sugar i n  goo& of my country 
belonging t o  the Sino-Soviet bloc. Should this poce&.we be 
extended t o  more countries it woulcl inczrise consi3erably the 
competitive sower o f  the bloc i n  trade with un4srilevelo~ed 
c o u n t r i e s ~  
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SINO-SOVIET BLOC TRADE WITH T H E  UNDERDEVELOPED COUNTRIES OF THE FREE WORLD 

Mill ion U.S.$ 

Total trade 

- - - - - - - Bloc imports from selected less-developed countries 

- - - Bloc exports to selected lessdeveloped countries 

(a) Estimates 

2,700.0 (a) 



C H A R T  II 

SINO-SOVIET BLOC ECONOMIC CREDITS AND GRANTS 

Mil l ion 
u.s.$ extended to  and drawn by underdeveloped countries of the free World year by year from 1954 t i l l  1960 

1954 1955 1956 1957 1958 1959 1060 

CHAR T ,111 

SINO-SOVIET BLOC MILITARY CREDITS AND GRANTS 

Mil l ion 
U,S.$ extended to and drawn by underdevelopecl countries of the free World year by year from 1954 t i l l  1960 
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Table 1 - Sino-Soviet, Ecdnomic Creaits  and Grants ".--.-- 

exsendell t o  ~n~~erdevelopccl  ccuntries --- 
(1st July - 31st December, 1960) 

0 
-- * . 

Recipient ArnounL i n  M $ l l i & n  US $ . Date o f  
Extension 

i- 
1 ~ o t a l  1 by donor country  

CUBA 
I i 1 15.0 Hungary I 15th Bept. - j 

t 
i 

Eecember I 
t i 

t I 1 20.0 Czechoslovakia 
i 

28th October 

! i ; 60.0 C o m u n i s t  Chins 30th November ; 
f I 
f i 15.0 Romania 1 December I 
i 4 5.0 Bulgaria I! 

t 

i 1 
10.0 East-Germmy ?t t 

Pcltind I I 
'? 

USS2 30thAugust 

/ IBDOEESIA 
, I 

I 33.6 1 Czechoslovakia 1 &gust 

I IRAQ 1 33.6 / Csechoslovakie 123rd October 



Table 2 - Sino-Soviet -- B l o c  Cyedi ts  an?. G r m t s  -. ' -- t a  Uzder- ...-<-a 

develoged. - c o ~ n t r i e s  of- the free worlcl  -- 
( ~ s t  January, 1954 - 31st Dscenber, 1960' ( c )  ) 

(in millicn US ,$) 

I ~ i d c l l e  E a s t  
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Table 2 - Mo-bes - 
Figures may not add to  t o t a l s  because of roundings, They 
do not necessarily corresL20nd t o  an a3dition of the new 
c red i t s  menticned i n  the present report  cn l  those mentioned 
i n  e a r l i e r  r e p r t s *  The differences may r e su l t  from 
revision of f igures  given e a r l i e r .  

Financial obligations entciled i n  mil i tary aid agreements 
only. DepenCing on the & f i n i t i o n  of milita-ry aid, 
estimatej. f igures  vary wiLely, Estimates of the t o t a l  
value of mil i tary equipment ctelivere?- go a s  high a s  $2 
b i l l ion .  

Not ir~cluding $30 million c r e z i t  extended by Comunist 
China i n  June 1959 and subsequently cancelled or  allowed 
t o  expire. 


