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Outline for ICI Speech to Business Council

]
Russian Business Practices and Influence on the Middle Fast

Summar&

A. Gross threat.

B. Balance of forces.

C. State of the Soviet economy -

‘Soviet Trade Policy and Trade Practice

~A. Summary of foreign trade policy or foreign trade objectives-

B. Soviet trade activity may be considered of three parts.

1. Trade with the Communist countries of Eastern Burope --
the principal element and the principal focus of
Soviet trade which I do not intend to dwell upon

: furthgr.

2. Trade with thé Industrial-West -- the major source
for Soviet acquisition of industrial technology.

3. Trade with the Iess Developed Countries -- centered
largely around exports under Sovigt military and
economic assistancg brograms and imports to service
the debts created by these programs -- aimed at

expanding Soviet influence in "uncommitted areas".




C. Sov;et trade practice
1. Emphasis on "correct" forﬁal practiée.
2. The So;iets execute contracts and pay their bills
"~ on time.
III. Soviet Trade with the Industrial West

A. Summary of exiéting trade.

B. Soviet effort toward acquisition of technology.

C. BSoviet acquisition of technology in the West. has been
limited by inability to ger}eféte' exports with which to
pay for their needs rather than by the-magnitude of the
need. |

IV. Soviet Trade and Aid in the Middle East

A. Soviet policy objectives.

B. Economic and military assistance programs.

1. Their magnitude.and focus upon various sectors of
the economy;
.2. Changes in pattern.

C. The composition or struéture of Soviet-Middle East Trade.

D. Soviet petroleum trade and its relation to the Middle-Eést.
1. First premise should be that Soviet presence in the

Middle East has little or nothing to do with its oil --

it's rather a function of Mid-East geography.




As a by-product the USSR earns a lot of hard currency
in the Mid-East to support its purchases‘in Western
Industrial equipment.

USSR is the 2nd largest producer of oil in the world
and is itself an importanﬁ oil exporting country --
particularly for the Communist world.

The USSR may have a longer run interest in Mid-East
0il should it continue to defer needed technological
developments in its own production of crude.

The USSR w%ll tend to behave "correctly" in its
relations with the Mid-East in dealing with the
latter's oil because to do otherwise would run the
risk of économic retaliation from the West and the
risk of Mid—Eas£ accusations that Soviet advice was

self-serving.




The Soviet Economy

In 1970, the So%iet economy. will post a good recovery from
its poor performance of a year ago. Our preliminary estimate for
1970 indicates a rate of growth of GNP of more than 6% compared

with the unusually low rate of 2% in 1969. Much of the growth
| in 1970 is due to a bumper agricultural cutput reflecting
favorable weather during the current crop season.

Although the short-run picture has brightened, we believe
that the long—rﬁn outlook for the ébviet econdmy has nbt improved
fundamentally. After decades of strenuous development, Soviet
gross‘national product is only half as great as the American --
and only 43% of the US on a per capita basis. The long-run growth
rate in industrial production will probably continue to slow down
in spite of the-l970 increase. Finally, the published resource
plans and output goals for Soviet agriculture for the period 1971-75
indicate that annual increases in farm output will continue to lag
behind. the ever increasing demands of the Soviet populace.

Soviet dissatisfaction with its long-run performance, and
uncertainty as to how to proceed, is apparent in the fact that
‘there is st1ll no announcement of industrial targets for the
Five-Year Plan to begin in less than 30 days. Indeed day-to-day
reports from countries dealing with the USSR show the existence of

conflicting recommendations among leaders on long-range plans.
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SOWIET FOREIGN TRADE AND POLICY

A. Generel

Soviet foreign trade is conducted as a state monopoly by
epecialized‘foreign trade'corporations. Foreign trade activities
are designed and executed primarily to serve the needs of the
Soviet economy. In this systeé, the role played by"the state
‘trading compahies-add the faet thag foreign trede prices bear
‘no systematic relation to domestic prices have served to insulate
the Soviet economy from economic developments in the outside

world.

The USSR traditionally pursued a policy of attaining

maximum economic.independence.from the West. This policy has been
tempered by the desire to draw on Western countries for advanced-
technology and industrial equipment. The goal of independence
from the West has been basically achieved; the USSR is now largely
a self-sufficient economic entiﬁy possessing‘vast and diverse
resources, a well-develeped industrial base, end a large internal
market. In aggregative terms, foreign trade plays only a small

role in the economy. Soviet foreign trade is small in comparison

with the total wvalue of gobds and services produced in the Soviet




economy. Soviet exports in 1969 -- valued at $11.7 billion --
accounted for roughly percent of Soviet gross national product
compared with about 4 percent for the United States. Per capita
exports of_atout $50 are far below those of any other industrialized
country. Exports of the Common Merket countiies, for example,
exceed $400 per capita ~-- more than eight times greater than those
of the USSR |

Soviet planners design their policies to insure that most
Soviet requirements for foreign goods are met irom production within
the Communist world. About two-thirds of Soviet foreign trade is
conducted with other Communist countries, and most of this trade
is with Eastern Furope. vTrade is also one of the levers used by
the USSR to meintain its hegemony over Eastern BEurope.

The remaining one-third of Soviet foreignktrade'is divided
roughly'betueen<the Induetrial West -- two-thirds -- and the less
developed countries —;,one-tﬁird;. The USSR traditionally has
traded with the Industrial.West primarily to obtain goods --
principally industrial goods including plant, equipment, and
knowhow -- to‘raiee the level of industrial technology and to
achieve production goals more rapidly than Communist resources
permit. Soviet trade with the less developed countries is an

outgrowth of Soviet foreign policy to increase.Soviet influence

in these countries at the expense of the West.




B. Foreign ‘Trade Developments

Over the past decade, Soviet foreign trade has grown at an
annual rate of about 9 percent :— from a level of $3.6 billion
in 1958 to $22.0 billion in 1969. Growth has been uneveﬁ,
particularly in 1959 and the early 1960's when significant
changes in trade with China occurred. During the period 1963—66
tﬁe pace of Soviet foreign trade growth slowed, and in 1965;66
it was only k4 percent annually,  largely becausg trade'with
Eastern Europe increased only 2 pertent for the two years. The
growth rate of trade has, increased since 1966, however, rising
by an average annual rate of 9.5 percent in 1967—69, led by an
increase of 10 pércent annually with Eastern Europe.

About teﬁ years ago the share‘ofrthe Communist world in
Soviet foreign trade was about three-fourths, but iﬁ recent
years the Free World's sharebhas risen to roughly one-third, largely‘
as the result of the rapid growth in trade with the Industrial
West. The decline in trade with China also was an impoftant
factof in the reduced share of the Communist world. Eastern
Europe's share has not changed significantly over the decade, but

such countries as Cuba and Yugoslavia have become more important

in Soviet trade.




Soviet exports have been dominated by fuels, raw materials,
and semifiniéhed materials throughout ﬁhe postwaf period, but
exports of maéhinery’and equipment have incressed significantly --
from $800 million in 1958 to more than $2.6 billion in 1969. Most
Soviet eprrts of machinery and equipment have gone to Eastern
Europe, and this area has accounted for most of the recent inérease
in these exports. Most'of‘the remeinder is destined for the less
developed countries of the Free World. Since 1958, oil exports

«

increased roughly two and a half times, reaching a value of $1.4
billion in 1969; nevertheless, theyfdid not significanfly increase
their share of total Sowiet exports during this period. Through-
out this period —; except for 1969 -- the growth in expoffs of oil
has resulted from sharply increased exports £§ the Industrial
West. 1In 1969, however, oil exports to the Industrial West

fell an estimated $15 million from a high of $506 million in

1968. They'remaiﬂ, howevér,.the largést commodity export to the
West. In the last féw years, diamonds and platinum group metals‘
have emerged as an important export to the Industrisl West,
together earning an eétimated $250 million in 1969. Food exporté
have now régaihed their former importance aftef grain exports

fell sharply in 196L4-66. Graiz{ exports valued at about $500 million
in 1969 representeé an increase of more than $275 million over

the 1966 level. Thus, during 1967-69 the USSR has returned to

its former role as a net exporter of grains, its export surplus




of 6.6 millién tons in 1969 comparing very favorably with net
imports of 4.2 millibn tons in 1966. Moreover, for the first
time since 1963, the USSR was a net exporter of grains to the Industrial
West with an export surplus of over 1 million tons in 1969.
Soviet imports for the past decade have featured machinefy
and equipment ;s well as consumer goods. TImports of machinery
and equipment increased from $1.1 billion in 1958 to‘$3.9 billion
in 1969. Until about 1967, three-fourths of these imports
originated inAEastern Europe and th; femainder‘in the industrial
West. Since then, however, the Industrial West has increased
its share to about 30 percent. Imports of consumer gdods; valued
at abput $3 billion in 1969, have grown little in recent years
because of a decline in food imports,‘particularly‘vheat since
1967. Manufactured consumer goods have figured more importantly
in Soviet imports‘in the last few yeafs, rising from $1.1 billion
in 1965 to $1.9 billion in 1969. Most of these products
originate in Eastern Burope, but the Industrial West provided

substantial quantities since 1966.



USSR: Foreilgn Trade
Geographic Distribution
1960, 1965, 1967-69

Million US $ &/

§

1960 1965 1967 1968 1969

. Exports HSbm&dm Exports HBwowdm Exports Imports Exports Imports .mmwmwdm Imports
Total - 5,56k 5,628 8,115 8,058 9,652 8,537 10,63k 9,b10 11,655 10,327
Communist Countries L,211 3,978 5,556 5,610 6,377 5,946 7,134 6,367 ] 7,682 6,696
,mmmﬁmws Europe 3,07k 2,795 4,553 4,673 5,039 5,092 5,636 5,6LL 6,198 _myoww
Other 1,137 1,183 1,004 937 1,338 . 853 1,498 723 1,48k 685
Free World 1,352 1,650 - 2,618 2,448 3,275 . 2,591 3,500 3,043 3,973 3,631
Developed West . 983 1,080 1,438 1,601 1,886 1,782 2,051 2,144 2,230 2,49k
Less Um«mwowmm 338 564 911 8hs 963 805 948 885 1,168 1,119
Unspecified b/ TS 6 2710 - 2 k26 L 501 14 576 17

a. Rounded to nearest million dollars. |

b. Virtually all of this trade is conducted with dmm less developed countries but it is not specified by country
of origin and destination. , .
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SOVIET BUSINESS PRACTICES IN TRADE WITH THE WEST

The manner in which Soviet traders conduct business is in
large bart due to the fact that the Sbviet foreign trade
corporation is the solely authorized Soviet exporter or importer
of a given group of commodities; it stands.between the domestic
prbducer/consumer and the foreign buyer/supplier. Foreign trade
corporations, by their very character hiéhly%centralized and
subject to all the con;equent disadvantages, only act for the
final users or produéers, and they'depena'oﬁ the latters;
decisions on.the relative merits of a. foreign offer or bid
received. Covering enormous sectors of the economy they can
seldom offer their WEStérn trading partners the speed and
efficiency to which these are accustomed in dealings with other
capltalist enterprises. The long gestation period of a
considerable amount of business with the USSR is due not
only to administrative delays but also to factors inherent in the
foreign trade system such as imports and exports having to follow

the directives of the national economic and foreign trade plans and

temporary, or not so temporary foreign exchange shortages.




The most demanding stage of the sales process is the actual
negotiations. - Soviet buyers insist on discussing the sale slowly
and thoroughly'and are wary of ;uch open-end.clauses as references
to "usual commercial practice," etc. which are dangerously vague
terminology where transactions between private firms and Soviet
state agencies are involved. Some businessmen complain that
negotiations are unduly protracted and costly and they are
sometimes complicated by the refusal of all but the pfesident of
the foreign trade corporation to take individual reéponsibility
on decisions. Experience has shown, however, that once a contract
has been signed the Soviet trade agency may be expected to adhére
closely'tovall provisions (and to make sure that its forgign
trade-partner does likewise). Alsé,punctiliousness may be said
to be rewarded by punctual payment. |

While a Western firm.vehturing into business contacts with
the USSR has no choice of trading pértner, its contact being
limited to the particular trading corporation which speéializes
in the product it may wish to buy or sell, the state monopoly
is often able to select its business partner and exploit to full
‘advantage competition among briVate foreign competitors. There

have been numerous examples of this in Soviet negotiations with

Western suppliers of plants and equipment over years. Often when




technology is similay, the credit terms and/or price will determine
the successful bidder. Or commércial considerations may be
subordinated.to political expediency, as pointed out below.

It is not only Ministry of Foreign Trade officials that
potential Western suppliers may have to deal with. Suppliers may
find that first contacts afe with the Soviet State Committee for
Science and Technology (SCST).. SCST has a policy-making and
guiding function with respect to acquisition éf foreigq technologyr
and'develqpment of indugtrial cooperation with Western firms and
countries. In its curr;nt search for a Western firm or firms to supply
the USSR with a truck plant, SCST officialsﬂhave discussed the
préjebt with.representatives of aAnumber of potential sﬁppliers --
Ford, Leyland, Daimler—Beﬁz, Fiat and Renault. SCST officials
also have ﬁet with officials of IBM, Siemens (West Germany) and
ICL (UK) to discuss possiblé Soviet acquisition of Western computers
and computer technology. If an agreement is concluded with the
SCST, there is still the Ministry of Foréign Trade bureaucracy to
contend with in ironing out contract details..

Because foreign trade is a monopoly of the state, commercial
considerations may fall vietim to political ones. It does not
follow that all foreign trade decisions vis-a-vis the West flow

from bverall foreign policy. It does follow, however, that the




Soviet state can ang does on occasion subordiﬁate foreign trade
activity to the imperatives of forelgn policy. Postwar Soviet
history is fllled w1th examples -- cutting of dellverles to
Finland in 1958 to influence Finnish domestic affairs; reneging
on oii shipments to Israel during the 1956 Arab;Israeli war;
stopping wool purchases from Australia after the Petrov affair,
and a number of others. On the. opposite side of the 001n,

when the USSR decided to cultlvate favor w1th DeGaulle's France
in the mid- 60's the Sov1et Forelgn Trade Ministry threw a
sizeable amount of bus1ness France s way and in addition, opted
. for France's SECAM color telev1s1on technology instead of the
" more sophlstlcated US technology.

Generally*speaking, hbwever, the Industrlal Western countries
and large corporations are not Vulnerable to political pressure.
Their strong competitive position and diversified commercial
relations militate against Soviet use of a threat to disrupt
trade. Finland stands as an exception because it is highly

dependent on Soviet trade.

CIA/OER
19 November 1970




Soviet Effort Toward Acquisition of Technology

Five propositions .

1. VWhy a Soviet dependence on Western technology 50 years

after the advent of Marxism- Lenlnlsm.

2. Overwhelming concentration of the most able technological
(engineering) talent on military production, deployment

and control.

3. The surprisingly small spin-off from this concentration
for non-military applications.
a. Little for-space

b. Some'in the nuclear power and CNE fields.

L. Soviet's are keenly aware of their technological inferiority

outside of the military; indeed, as Khrushchev once did in
his reference +to "bnry" the West, they may however threaten
to blow you up if you notice their inferiority. |

5. ©Soviet search for remedy of this condition is clumsy,

poorly planned, poorly designed and poorly administered.




1. Basically the USSR without a price-market mechanism to guide
proauction and investment has no acceptable internal means for
evaluating new idéas or new techniques and no acceptable means to
encourage innovation. It is redﬁced to the plénned intfoduétion
of compulsory labor productivit& factors which are more often
achieved by accounting chicanery than the introduction of new
production techniques. Major new technical changes even when
developed in the USSR must.vait until they are adopted in the West
50 fhat the USSR can identify'theif probable impact and implicitly
their probable worth. 'Thus,-although there are isolated areas in
which Soviet technology vies with the West, the average lag in
introduction of technology in the USSR viz a viz the Industrial
West'is around 10 years or more. |

2. The weight of the Soviet bureaucracy consistently supresses
every effort to improve the:use of new technology unless such
change is both free (of ecoromic éost) and unable to exert any
néar term change on any other sector of the economy. This "weight"
is both cause and affect of Soviet technological lag. The bureaucracy
itself is organized in such a way (research and development done by
institutes rather than by pfoduction organizations) as to inhibit
innovation. It stifles almost all reward for innovation on the
part of workers and managers 1) by providing little or no monetary
or public acclaim for innovators and 2) by suppressing or deferring

the development or expahsion of any innovation which may disturb




existing ﬁrodgction relationshibs.' Innovafion is only permitted
on a fully planned Qgsis. Must be able to run before you walk.
The result is to "put down" any%hing new outside of the military.
If rapid chahge is a satisfactory definition of revolution,

the USSR hasrté be one of the most reactionary regimes on Farth.

Thé military itself rays somethiné of a price to the
bureaucracy for its greater "technological freedom". It has been
saddled with long production runs, even on weapons where the
technology is very dynamic. But it exacts a price by being
competitive in every reach of weapons system, offensive or defensive,
land, sea or air. '

The rate of technological development in weapons design and
weapons production éeldom 1ags the West by more than a few yeérs
and in some cases even leads the West. The development of atomic
weapons and the use of atomic power on‘the one hand and the.
introduction of long-range ballistic missiles and ARM systems on
the other are excellent examplés.

3. The limited spin-off from miliﬁary production for civilian
production is in part a direct~productfof the governmental strangle-
hold over all economic activity. General purpose tools in military
industries makihg early 1950 copies of Western consumer goods are
not likely to produée either an attractive or an economic product.

But the consumer -votes only for the Communist party, not with his




rubles. Thg.producer gets-paid only for how many, not how good.
He can only expect Eo get new fooling if it is needed for some
"military outpuf. This restriction obtains until long-range plans
can be chanééd even though new tooling might signifiganﬁly reduce
' the cost of production.

Planning, Soviet style, rather than liberating the beople
has only succeeded in further suppréssing them.

L. One may reasonably wonder, is the Soviet leadership aware
of the technology gap? Indeed they are. The.one proposition on
which all ingredients of Soviet life -- the Comﬁunist Party, the
economic planners, the‘industrial managers and the Soviet consumer:
agree is that Soviet industrial.technology is far behind the
general state of technological awareness. Moreover, if no one is
watching or listening, that Soviet inéustrial technology is far
behind thaf of any of the Western industrial nations. What they
ﬁay differ on is whether to'modify~current Practice with heavy
emphasis on military technology for a more general innovative effort.

Occasioﬂally, as Khrushchev once did, the Soviets will
threaten "to bury" the West to cover their embarrassment over
their general industrisgl achievements, and to emphasize the area

in which their greatest achievement lies.
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5. Sovigt planners and industrial»managers have repeatedly
‘over recent yéars Béen glven the go ahead by the Soviet leaders to
import Western industrial ﬁechnblogy to reduce this gap. Soviet
efforts to implement such directions have been incredibiy bumbling -- -
' .poorly Planned, poorly designed and poorly administered. Their

-efforts to modernize their automotive’industry and digital_computer'
industry are cases in point. 1In eaéh case the Soviet objective is
defined in terms of output under one prqduction facility which is
sd iarge that 1) there is no basis,in production experience for
the development of a single entity of this size; at least not as
e "one pass" effort anévQ) there is no prospect of effective demand
for the planned output of the facility‘eithér in the USSR or its
export market. Moreover, the USSR conceives of g Jjoint Soviet-US
business participation in which the Ué firm provides the investment
resources as well. as the technical skills, builds the facilities
fo Soviet specifications, and then-is compensated by the export
of components over which they have neither quality control nor
control over the technical specifications. I submit this 1is as
absurd for the Soviet people who must eventually pay for the
domestic cost of such a facility as it is to the US firm which is

asked to underwrite the capital costs of the venture.




UHeLisgiey

Soviet Economlc Policies and
Programs in the Middle East

) .
I. Soviet Policy Objectives .

1. Soviet policy in the Mlddle East is an extension of its
"~ overall pollcy toward the Third World -- the expan51on of Soviet
influence. Although this goal has been a traditional one for Mos-
cow, the Soviet leadership during the past 15 years has employed
sharply different tactics in its pursuit. 1In contfast to the
previous Sovief efforts to fos%ér local CommunistAparties in order
to‘hﬁsten Communist takeovers, tﬁe‘post~Stalin'regimes'hawe sought
to cultivate good relations with the iegitimate gbvernments of these
countries with the customary instruments of  contemporary statecraft.
It was Moscow's hope that if it could establish sufficient influence
in newly emerging countrles, it could manlpulate their strong neutra-
ce- amd auratitude ata oum. The mmoad

list and anti-Western sentiments to erode Westernpimportant foreign
pélicy tools employed in this endeavor have been economic and mili-
tary aid.

| 2. The.Middle East was particularly ripe for Moscow's new aid
diplomacy in the mid-1950's. The conflict and passions generated
by the Arab-Israeli conflict sharply aééravatéd existent anti—western
feelings and created a highly receétive atmosphere for the intrusion

of the USSR. In September 1955, the Soviet Union, using Czechoslo-

vakia as a froht, concluded an arms agreement with Egypt. This

UNCLARS:m3r
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agreement ﬁas followed qﬁickly by arﬁs pacts with Syria, Yemen,

and eventually, Iraq. Thgse agms agreements, hailed widely in the
Arab world as a blow,to colonialism, negéted the Western embargo on
arms shipmenfé to the Middle Eaé%, gnabled the Soviet Union to leap-
frog-over the newly créated Baghdad Pact, opened the area to the
growth of Soviet influence, and generally exacerbated the political
-turmoil obtaining in the Middle East. Soyiet military aid quickly
established a donor-donee rapport which created a basis for expanding
other political and economic ties with the USSR. In all cases,
economic aid agreements followed soen after the military agreements;
o _ ] QL?“)AﬂuRCLq}QCVhah?;_Oi&:{Oii&nn“%ﬁéhhﬂ?
In time, the Soviet Unlop ecame the prlmaryAcllents in the Middle
East. It als6_55§_beco;e an important trading partner for some of

the countries in the area.

IT. Economic Aid Programs

A. Magnitude and Character of Aid

3. The USSR has‘extended‘some $2.7 billion of economic aid to

Middie Eastern countries since the beginning of its aid program in

1954. These commitments, the largest provided any area in the
"“Third“W6rld,“account”formabout‘ho% of all Soviet - economic aid extended

during the past 16 years (See Appendix Table A and Graphic 1).

Egypt ranks second (after Indis) among all the less developed countries

(IDC) as a recipient of Soviet aid. Egypt, which has réceived Soviet

commitments of more than $1 biilion, also is by far thelargest

recipient of Soviet assistance among the countries of the Middle East.




Iren end Turkey rank Second and third, with total commitments of
$560 million and $375 million, respectively. They are followed by
Iraq, with $33meillion, and Syria, femen, and Greece, which toget-
her have received sbout $400 million.

L. As has been typical ef Soviet aid to most of the IDC's, the
largest share of the aid extended to Middle Easterﬁ countries has
been allocated %o heavy industrial use. This category, accounting
for et least L5% of all aid provided to the Middle E=st, includes
industrial complexes such as the Helwan steel mill in Egypt, steel
mllls in Turkey and’ Iran, and alumlnum plants in Egypt and Turkey.
Ald allocatlons for large scale dams, irrigation, and hydroelectric_
power comprise about 20% of the total and include: the Aswen Dam
in Egypt, the largest Soviet aided project ever undertaken; the
Euphrates Dam in Syria, for wh%ph fhe Soviets are providing more than
>$l30 million; and the Aras Dam on the border between Iran and the

USSR, which will provide equal irrigation and power facilities for

[

both countries. 0il development credits, which have been rising
as a share of total aid extended in recent years, comprise about 10%
.of the total extended to the Mlddle East. Aid for oil development

in Egypt, Iraq, and Syria has enabled these coﬁntries to establish
state-controlled oil coﬁpanies.

B. Pattern of the Khrushchev Years, 1954-6h

5. Soviet arms aid was followed by a series of economic aid

agreements which during the first five years added up to more than
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$800 million to Egjpt, Iraq, Syrie, and Yemen. But even more impor-
tant than the' dollar magnitudes of these eérly agreements was the
projects for which the USSR provided aid. The agreement in 1958 to
build the Aswan Dam, and the subsequent allocation of some $325 million
for ifs construction,>gave the USSR a Propaganda advantaée‘that far
outweighed the costs of its effort. Moscow also extended $175 mllllon
1ndustr1a11zatlon credit to Egypt Wthh was used for the latter's
First Five-Year Paln (1 July 1960-30 June 1965). Tnis aid was used
fgr construction in the ;mbllc sector of 32 metallurglcal engineering,
petroleum and chemical projects and‘a . variety of light industrial
prOJects. It ensbled extensive Soviet participation in Egypt's
iﬁ&ustfial development plans, particularly in mineral and petroleuﬁ ‘
resource development and ﬁetal manufactﬁres. Soviet aid to Irag,

vwhile less drematic in size and the character of its undértakings,
provided assistance for light industrial and engineering plants,

for a railroad from Baghdad to the port at Basra, an agricultural

-~ -machinery-factory and a pharmaceutical plant. Under credits extended

in 1957, Syria benefited from railroad and dam construction and :




geological prospecting and oil expioration. Durlng this early
period economlc aid to Yemen helped it 1mprove port fa0111t1es

LI
and to bulld an airfield. -

b, FbIIOW1ng several lack lustre years, E@hshchev in 1964
promlsed a half & billion dollars of additional aid to Egypt and
over $70 million to Yemen. These commltments were to mark the
end of the Kéhshchev era in Soviet ald when large umbrella -type
credits* were available almost for the asklng

Bouheham b ooft)

C. The Peat.
- 5. The year 1965 was the beglnnlng of a new style in Soviet

1Y

aid undertaklngs, a more conservative style that was to be highly

o selectlve of its cllents and the projects that it sponsored.
Though the long run objectives had not changed more and more the
aid program was to reflect a careful Soviet appraisal of the
political and economic feturns on ité igvestment.' As a consequence,
in recent years assistanqe has been ponéentrafed in fewer countries,
coﬁntries which from the deiet view will provide it with needed
raw materlals or countries which Moscow considers to be of strategic

!) Yol ".-8.,

'-~——-importance to-1i 1nterests. To ensure the most effective use of
Soviet aid resources, its aid program has become much more hlghly
targeted than it was a decade ago, as.ﬁ?ushchev § successors

apply ‘location criteria to their aid determlnations more systematically

than before. These stricter criteria are particularly consistent

* Lines of credit which vere not allocated to specific project use
at the time of thelr extension.
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with Soviet economic and political interests in the Arab World,
and thelr appllcatlon will help to relnforce the Russian footholg
in the Ne&g Fast. 'They reflect also the Soviets grow1ng concern
with Chlna and the need to strengthen relatlonshlps w1th the
countrles along the southern borders of the USSR. As a consequence
the Ne&ﬁ Eastern countrles contlnue to be among the most favored
ald clients. |
6. The emergence of Iran and Turkey in 1966 as major aid
rec1p1ents 1s one of the most 31gn1f1cant developments in the Soviet
ald program in recent years because it marks the entry of the USSR
_~ -dnto.a. prev1ously almost completely Western aid preserve. These.
two Central Treaty Organlzatlon countries’ had received $2.5 billion
of American aid in the 11 years prior to 1966 (See Appendix Table
B), ‘The Soviet agreements with Iran and Turkey nndoubtedly were
viewed as e major triumph-by'Moscow.' Althcugh rhe Soviets had
provided minor credits to'ankey.previously and a $39 million ‘
credit to Iran in.l963 for building a joint dam and hydropower
- project on rhe-Soviet—Iranian border, the 1966 credits of $289
million to Iran and $200 million to Turkey marked the start of
active Soviet participation‘in-developing public secfor industries
in these countries. They provided the'iast links in e chain of

countries that were .important Soviet aid recipients with borders
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contiguous to the Soviet ﬁnién‘or to.CommunistAChina*. These.
agreements vere intended to iay tﬂe féundations for enduring
economic relatiénsh%ps with Iran and Tufkey whiie théy signifiéantly‘A
reduced the eéonomic dependencé of these countrieé.oﬁ the West.
The pipeline for transporting natural gas from Iran to ﬁhe Soviet
border -- for which the USSR allocated about $80 million of credits
from 1ts 1966 Line oflcredit - will be of particular importance in )
cementingveconbmic reiations between Iran and the USSR. The $1 billion
in earnings from gas salesAtézthe USSR over the next 15 years will
more than cover'Iranfs debt obligations to the USSR for bofh econ§mic'
aﬁd military aild, allowing Iran to cépifalize on a former waste
” -

product. At the_éame time the USSR will benefit from the import of
this gés at the relatively low price of_$6;60 per 1000 cubic meters.
The supply of some iO billion cubic meters of gas annually b& 1974
wiil allow the USSR to supplement the dwindling gas supplies in the
Azerbaydzhan SSR and to save aistribution costs of bringing it into
the area from distant Soviet‘fields in Central Asia.

7. In 1968 the USSR increased its original commitment of $289
million to Iran by $17§ million. In addition %o the pipeline,
these credits are being used to build-a stéel‘mill in Isfahan, a

machine building plant; and a zinc refinery, and to reconstruct a

¥ The chain also includes the following countries of South Asia:
Afghanistan, Pakistan, India and Nepal.
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railroad from the Soviet border to a new 1ndustr1al center at
Tabriz. The 1n1t1al commltment of $200 million of Soviet aid to
Turkey under the 1966 agreement was raised to $366 million in 1969.
This aid provides for assistance to 5 public sector projects, most
'impqrtant of which are: a steel works, an aluminum blaﬁt and an
oil refinery. _' ) . |

8. As in the case of the Iranlan Sov1et plpellne, in recent
years the USSR has prov1ded a551stance more and more . for projects

oo/
that are of mutuval economic beneflt to 1tself:and]fo the recipient

[y

country. The output f?Om aided projects for bauxite mining in
Guinea, zinc smelters %g Egypt, Iran and Bolivia, and for oil
_ exploration and exploitation iﬁ'Egypt, Algeria, Syria and Iragq
(and ‘possibly in Iran) will help the USSR to satisfy its own
domestic requirements. The USSR alse profits from.the assistance
it has exfedded'to Egypt, Irag and Yemeh for developing their
fishing industries whose faeilities ﬁill be made available to the
far flung Soviet fishing fleet. The Soviet-aided shipyard at
A Alexandria provides repair facilities for Soviet vessels and is
building several commercial ships for the USSR.

9. Of particular 51gn1ficance is Ru551a s asslistance toﬁ&eggQQ
Eastern oil development for which the USSR has prov1ded some $240
million of credlts. While helping to establish national oil

companies in these countries and reducing their dependence on
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, Western companles, the Sov1ets undoubtedly are looklng to the 80's
when they may need to supplement domestic crude oil supplies to
v
meet their requlrements. The $120 million of credits extended
to Ireq iesﬁ year for the purchase of o0il drillihgvequipment will
be repaid in crude oil. This is of special note beeauee it is
the first time that a Soviet—Iraqi.economic aid agreemeht hae

provided for repayment in commodities, rather than in hard currency.

. . Mifale
I, Soviet Trade with Heery Fastern Countries

~10. Soviet traée with‘NeeaREaetern.eounﬁfies also demonstrates
more and more the éoviet interest in taking perticular‘commodities
that are important to’i%s economy or to other Communist countries..
In 1969 the USSR took $15 million of Egypt’s petroleum for shipment
toAéZ;:. It took T1% of Syrla s Wool exports, 50% of Egypt's
cotton and 24% of Turkey's raisins. Over the past decade Soviét
trade with Neéggégétern countrles has increased at a faster rate
than its trade w1th the Third World as a whole. TIts trade with

nyear Fast also has grown more rapidly than with the developed

 West. (See Appendix Table C). Similarly, the USSR preempted an

Increasingly large share of the total trade of maJor Neag \ Eastern
recipients of Sov1et ald as- their trade with the USSR expanded faster

than with the rest of the world. For example, between 1960 and 1968:




Egypﬁ‘s total t?ade rose by 4%, its trade with the USSR rose 93%;.
Syéié}s total trade rbse by 32%; its trade with the USSR rose 232%,
Iraq's tot;l trade rose by 39p its trade with the USSR rose 139ﬂ, |
Iran's total trade rose by 12h7, its trade with the USSR rose 2h6p,
'Turkey s total trade rose by 61%, its trade w1th the USSR rose 369%.
1l. For some of these countrles, the USSR has become their
.principal market. This is particularly.t¥ue for Egypt. In 1968
the USSR accounted for 27% of ﬁgypt's total exports. It also took
11% of Syria's total exports, 11% of Yemen s and 6% of Turkey's.
A12. Though 1t is not possible to estimate exactly how much of
the increase in trade between the Soviet Union and these Ne&rndaﬁpﬁ
Eastern countrles is attributable directly to the aid program,
the direct contribution of aid to trade appears to be relatively
small. Estlmated Sov1et aid dellverlesx comprised a small part of

total Soviet exports to these countries both in 1960 and 1968, as

is shown in the comparisons below:

* Based on Soviet trade data for complete plants.
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L Ml
Soviet Exports to Selected NfaqiEastern-Countries

v o  Million uUsé
| 1960 . ' 1968
‘Total - Aid Deliveries Total  Aid Deliveries
20 con 51 5-
18 - 0 88 37
I 2 ke 17
Egypt T0 16 ' 5 198 ..67
Yemen - L o2 h . "6 '  2
Turkey 8 - L o 3}

’
4

pe e e

13. Soviet iﬁ;érts‘from these countries also reflect repéyﬁeﬁts
in commodifies for aid (both miiitary and eéonomic) delivered in
the past and on which repayments of principal and>interest are due.
The volume of repayments has been growing, espec1ally for Egypt
but they have not yet accounted for a sizeable share of Soviet
imports from these countrles. They probably represent no more -
than 20% of the total increase in Soviet imports from.theﬁﬁeégﬁl
East between 1960-68.

1L, Beydnd trade thatvhas been generatea-directly by this aid
. program, there are, of courée;vindirect but aid related factors

that lead to its expansion. These, howévgr, cannot be measured.

Spare parts are the most obvious but commercial -orders undoubtedly
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have been expanded after inhibitions to thé purchase pf Soviet
equipment Weré disp?lled‘following use of aid equiément. Soviet
imports'frog these countries afso have grown somevhat as a result
of Soviet,aéreémen?s to.téke‘goods from Soviet aided plénts whose
capacity may exceed local requirements.
Assessment | _ .
+ 15. No one will dispute thé féct that Soviet influence in the
Mid00,
NeeﬂhEast has increased dramatlcally over the Past 15 years, while
that of the West has declined. It is also true that SOVLet economlc
programs have had an lmportant political impact. Although economic
“‘aid (and’ certalnly mllltary ald) has contrlbuted to the growth of:
Soviet influence in the4k%R(East it is not possible to measure
the amount that aid has_contributed to Soviet penetration.

16. In spite of Soviet éid failures on some projects, typical
for all aid programs, on baiance, N&E@iﬁhstern countrie s undoubtedly
would rate SoViet aid a succéss. ‘So would Moscow. For many of these
countries, Soviet aid has been the only major industrial assistance
they have received during the past decade., Even in Turkey and Iran
this generalization applies since the mid-60's. For most of th;se
countries Soviet aid will cbhtfibute significantly to the growth
of industrial and in Syria and the UAR to agricultural output. For

example:.. the Aswan Dam not only will double the output of electric
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power in iﬁgﬁgié and thus sufporﬁ additonal industrial expansion,
it also wiliAfesul? in a 40-50% increase in groés agricultural

R .
output. The Euphrates Dam in"Syria is'expecﬁed to increase
cultivable‘land By 1.5 million acres and to a@d $185 million to
Syria's national income.end The steel mill in Iran, ité first, is
now scheduled to produce 1.5 milli;ﬁ tons of steel and may be
éxpanded to I million toﬁs later. Tﬂese-kinds of projects tend
to create more lasting ties QQQ bring more éredit to the donor
than the equivalent aid being proyided as foQ@ or for }ocal small

industrial or agricultural projects by Western nations. The United

States has pfovided about $4.7 billion of aid to these countries

during 1954-69, almost half of which was committed to Turkey.

But annual commitments declined markedly in the early 60's and in

recent years are confined largely to PL-480 assistance to Iran and
Turkey.
17. Meanvhile the Soviets continue to inject men and materials

into the Neaxr East to cement its ties. The flow of technicians

vhich has equalled as many as 5000 economic “echnicians in a year

: . ' . Ml
has provided a cultural interchange. .In addition, the 5000 Neaxr
East Mationals that have received technical training in the USSR
ai he

pracademic students that have gone there help to

-strengthen the bonds of understanding between the Soviets and
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Meddle o .

NeaxaEastern countries.

Soviet institutiona%

The resulting familiarity with the

structure and the personal links between the
USSR and ‘the foreién nationals often enhance the Soviet image and

produce lasting relationships.
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Appendix Hmdwm.p

mo<Hmd Economic Credits end Grants Extended to Less

Developed Countries and to Middle Eastern Countries
195k-70 . -

m Millions US $

1954-70  1954-60 1961-64 1965 1966 1967 1968. 1969  1970%

Total Aid: of which 6970 2389 1620 452 1260 268 37k L6 1hs

Aid to Middle East 2688 823 615 . 84 622 0 178 287 ﬂw
Greece** 8L , . . er : ,
Iran 562 L1 - 289 178 - " 54
Iraq : 330 - - 183 1 . : 121 25
Syria . 233 100 . . 133 :
Turkey : 376 10 _ B 200 '
UAR . 1011. 510 - 501 o
Yemen . 92 20 T2 .

Aid to Middle East as % (38%) (34%) (38%)  (19%) - (49%) (0) (48%)  (62%) (54%)
of Total .

* 1 January w.Hm November, .
** Assistence in the form of deferred payment for ships extended to ‘a private company. Few have been
delivered. v




| _
i Appendix Teble ‘B

|
|

United States Economic Credits and Grants Extended
to Middle East Countries*, FY 195L-FY 1969

_ : ; Million US $
Total . | R
1954-69  195L4-60 196146k 1965 1966 1967 1968 1969
Near East* 3745.50 1,930.5  1,779.1 368.0 212.9 248.8 197.8 98.L4 .

Greece 543.8 353.2 161.8 27.1 -0.7 1.7 0.7 -
Iran , 933.6 476.2 2k1.2 k.1 20.6 105.9 L4i.1 7.5
Iraq 51.8 15.8 = 24,0 3.8 5.2 2.7 - 0.3
Syria 59.9 13.6 57,2 0.8 0.4 -11.7 -0.7 0.3
Turkey 2,220.4 821.8 735.2 191.6 159.6 151.6 70.0 90.6
UAR 893.2 239.2 536.0 98.8 25.1 -3.5 -2.1 -0.3"
Yemen . 42,8 - 10.7 . 23.7 4.8 2.7 2.1 -l.2 - -

* Includes only those countries receiving aid from the USSR.




Appendix Table C

Soviet Trade with Major Countryt Groupings and the Middle East

1960, 1965, and 1969
. Million US $
1960 1965 1969
Exports Imports Exports Imports Exports Imports
Total Soviet Trade N 5564 5628 8175 8058 11655 10327
With Developed West _ 983 ° 1080 1438 1601 2230 _ . 2Lkoly
With IDC's . | 338 564 911 845 ¢ 1168 HHHW
of which: Near East - T16h 182 " 355 258 : 670 397
, Greece ‘ 26 19 37 28 29 29
. Iraq 20 3 30 L 68 5
Iran . . 18 19 15 18 162 56
Syria 11 8 13 19 L8 37
Turkey 8 5 17 19 58 30
. UAR 70 121 209 163 238 228
Yemen b 1 8 1 10 1
. Others 7 5 26 6 57 11
All other* L243 3984 5826 5612 8256 6714

* Mostly with Communist countries.
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V. Soviet Activities in Middle East 0il

The USSR, now the second largest oil producer iﬁ the world
after the US, has ébuLdant resources in petroleum that could make
it the world's leading producer by the end of the century. However,
‘a sizable share of these Tesources are iﬁ regioné whefe exploitétion
will be difficult and costly. Moreover, the Soviets have followed
poor ektraction practices in presently exploited fields while they
have been slow in dévelopingAthe technology they wiil need to ex-
ploit the remoté new fields in ﬁorthern Siberia.

.. The Soviets can cope with thése difficultiés, but énly with a
major;effort.‘ Through tﬁe mid-1970's Soviet oil production prob-
ably will be adequate to provide fof domestic needs, the bulk of
Eastern European oil deﬁand, and cdntinuation of expofts to other
_Communist countries and the Free WOrld}' We expéct the USSR's oil
surplus will diminish in the late 1970's, so thab if the Soviets
want to maintain or expand their exports they will probably have
to pffset these increasingly through imports from the Free World..

—Indeed, they may become net importers from the Free World toward
the end of this decade unless a major effort is undertaken to
improve the technology of crude oil proéuction in the near future.

We do not expect tﬁat the Soviets will allow a situation to
develop in which their oil imports would constitute mofe than a
small fraction of total Soviet demand. By the same token such
imports,‘which présumably would come from Arab oil producers,

would represent ét most, only a'very small fraction of total




production of Middle East oil.

The USSR néw has agreeménts with Irag, Syria,_and Egypt whereby
Soviet assistance in de;eloping 0oil resources is to be repaid in
oil. Some moderate expansion of such Soviet support to the emerg-
ing national oil companies can be expected; This assistance enables
the USSR to acquire supplemental supplies of oil while providing a
marget for Soviet goods and.services not otherwise readily export-
able,

The quantities of oil thus a;quired by the USSR will be
necessarily 1imitea by.Soviét détermiAation nof fo becbme‘heavily

--—-—dependent on external_soufces for so vital a commodity as oil.
Moreover, there is a limit to the-Soviet goods and services that the
Arab states would be willing to accept fpf.oil that would earn con-
vertible foréign exchange if sold to other customers.

- There are othér considerations that will limit the role of the
USSR in Middle East oil matters. The governments of the oil states
take strongly nationalistic attitudes toward their mineral wealth

_mandqwouldrrgsist giving the USSR a dominant role in exploiting this
wealth, Moreover, Soviet petroleﬁm technology is not sufficiently
advanced to stimulate the interest of Middle Eaét countries in
large-scale Soviet assistance. Finally, the oil states need the
large marketing organizations of Free World oil companies to sell
their vast quantities of petroleum and only the Free World has the

necessary tankers to move the oil to distant markets.




Nor' does the-expanded Soviet political influence in the Middle
Eaét mean that the USSR would move to deny Middle East oil to the
West, even iflit weré in a position to do so. Denial on a smali
scale, (one country-supplier or part of a country) would not dis-
rupt essential industry in the West and Qould be.costly to the USSR
in terms of international good will. Western countries would view
such denial as an act of economic warfare and probably would retal-
iate in kind. |

Denial on é large scale seéms even more remote. The USSR prob-
ably could not persuade the Arab 6i£ producers écting in concert to
withhold their oil and forego the revenues so vital to their economies.
Furthefmqre, the USSR would not be financially able to compensate the
Arab states for the revenues foregone.

The USSR méy, in fact, not want tblupset the status quo in world
0il activities. Soviet commercial interests probably coincide with
thése of the Arabs and of the oil consumers in dictating stability
in international oil markets. Soviet as well as Arab exporters |
benéfit from open markets and high prices. The USSR's pragmatism
in businesq practicés has been demonstrated by their cooperation
with Western oil companies in arranging ;il exchange deals (swaés).
These swaps were inaugurated by the USSR and Western oil companies
in late 1967 in the face of higher transport costs ariéing from the

Suez Canal closure. Under this arrangement, Western oil companies

provide oil to the USSR at Persian Gulf sources for delivery to




L3

markets east of Suez. In exchange, the USSR provides o0il to the
0il companies at Black Sea ports for delivéry to their markets in

Europe.

]




Soviet Exports of

Petroleum

(Selected Years)

Million Metric Tons

1967 1968 1969

79.0 86.2 mm.w

1960 1965
Total . 33.2  64.4
Free World . 18.0 35.5
Middle East 0.3 1.0
Other 17.7  34.5
Communist Countriea 15.2 28.9
Eastern Europs . 9.2 22.4
Others 6.0 6.

[3.7  4ha7 T 41.8
1.4 1 1.9

42.3 43.3 wo.w

27.7  32.4  35.4
7.6 9.1

o.M

HE36 333 33 I I3 I3 3036 3303638 3 3 3 33
: i

Soviet oil exports ;
as percent of :
World demand (ex~ |
cluding US) . 5.6 1 6.5

6.8 6.7 6.0
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I ¥ORANDUM FOR: 13 November 1970 Qg;iéa’

S -

Director, Office of Ecoriomic Research

Subject: iaterial for DCI Speech

1. DCI has been asked to speak to the BRBusiness Council
on 3 December on "Russian Business Practices, and Influence
in the Middle East." He has asked me to prepare a 20-minute
text for him.

2. FHe wants &o set the stage with a few brief para-
graphs on the ¢ross threat, the balance of forces, and
the state of the Soviet econony, and thren-devote a sub-
stantial chunk to Soviet trade, aid, acquisition of
technology, ~~-trade practices, policies, objectives, in
other words. %o what extent is trade used in support of
ceneral Soviet policy, -to what extent is it affected by
Soviet policy? Soviet experience and policy in grants/loans?
Finally, what is *he Soviet Union up to in the Middle rast,
what is their trade position there, do they need or a want
the o0il, what woulad they do if they did control it, ete?

3. I can put together the gross threat, balance of
forces,and the general objectives in the Middle Tast,
but could you and your colleagues please furnish the
raw material for the rest? I say raw material because
‘I can use whatever is easicst for you--completed nmemos,
notes, romgh drafts, what have you. Even a katch of
papers with a skeleton outline of how they should fit
together for the speech. .

4. To give me the necessary time to work it into
a speech text, coulé I have the material on or about
Nov. 20, for instance, or Monday Nov. 23 if the weekend
helps?

Tha+’

; He o)




MATERIAL FOR DCI SPEKCH

"Russian Business Practices, and 1nflucrce in
the Middle Eust®

Soviet fctivities' a~d Middle East 03l
LB aclivities —-2dgi€ Lest Ol

18 November 1970

Anelysts:

7/




Soviet Activities and Middle East 0il

The USSR has sbundant potential resources of petroleum, both
onshore and.offshore, that éould make it the.worldls léading producer
of petroleum by the end of this cenﬁury( ’Howeéer, a §izable share
of these resources are in regions wbere exploitation will be difficult
and‘costly; .

The USSR is AOW the second largest o0il producer in the world @fter

the US), In the years through the mid-1970's, Soviet ‘oil production

probably will be adequate to provide for all domestic needs, satisfly

Eastern European'demand for Soviet 0il, and permit substantial exports

to other Communist countries &nd to therfree World,

If, as is expected, the USSR contimues to supply: the lion's
share of Eastern Europe's oil needs and to maintain the recent.level
of 0il exports.to,tﬁe Free World,‘the USSR by the end of this decéde
may neéd marginal quantitié% of oil from Fhe Free World, presumably the
Arab oil gtaéesl These requirements probably would represent something
less than 10%.of Arab oil brodﬁct;on forecasﬁ for 1980 and only a small

part of total Soviet demand. In the years following, the Soviet (and

Eastern Europe's) needs for Free World oil will depend on the success

~“of the USSR's investment program in its own oil industry and further

technological advances. Both of these factors are impossible %o

predict at this time,




The USSR now has agreements_with’lraq, Syria, and Egypt whereby

resources is to be repaid in 0il,

.

Soviet assistance in developing oil
Some modgratq expansion of §uch-Soviet support to the emerging
national 9il companies can be expec£ed. This éssistapée enables
the USSR to acquire supplemental supplies of o0il while providing a
market for SOViet goods and servicesinot otherwise readily exportable,
The quantitiés of oil thus acquired by the USSR*will be
necessarily limited by Soviet determination not to become héavily
dependent on external sources for so vital a commodity as oil.
Moreover, there is a limit to the Soviet goods and services that
' A t. '
the Arab states would be will'ing to actept for oil that would earn
convertible foreign exchange if sold to ofher customers.
There are other considerations that will 1imit the role of the
USSR in Middle.East oil matters.- The governmén?s of the oil states
take stro?gly nationalistic attifudes'toward their mineral wealth
anq would resi;t giving the USSR a dominatiﬁg role in gxploiting
this wealth, Moreover, Soviet.petroleum technology is not sufficiently
\ ) l_
advanced to stimulate the interest of Middle East countries in large-
scale Soviet assistance. Finally the oil states need the large market-
. ing orgapi;atiops of Free quld 0il companies to sell their vast quantities

. of petroleum and only the Free World has the necessary tankers to

move the o0il to distant markefs.,




Nor does the exﬁaﬁded Soviet political influence in the Middlé
E-ast mear; that .theAUSSR would move to. depy Middie East 0il to the West,
even if.it_were_in_a position to dq sé. Denial on a small scale, (one
coun£ry or part of a goﬁntry) would not disrubt essential industry
in thg Wgsf and would be costly_to.the‘USSR in.terms of international
good will, Western countrigs would view such denial as an act of
.econémic warfare énd probably would retéliate in kind.

Denial on a large scale seems even more'remote.'.The UéSR pro-
) bably could not persuade the Arab oil préducers acting in concert to

withhold their oil and forego the revenues so vital to their economies,

[ '
) .

Furtheérmore the USSR would not be finéncially able to cémpensate the
Arab sfates for the revenues foregone.

The USSR méy, in fact, notrwant to upset the status quo in yorld
0il activities.” Soviet commercial interests probably coincide with
those of the Arabs and of the oil consumers in dictating stability
iﬁ internationai 0il markets, ‘quiet as well as Arab exporters
benefit from opgn markets and high prices. The USSR's pragmatism
in Business practices has been demoﬁstrated by their cooperation with
Western oil companies in arranging oil exchange deals (swaps). These
swaps vere inauguratedvby the USSR and Western 0il compsmies in late
1967 in the face of.highgr £ran§port césfs arising from the Siez

Canal closure. Under this arrangément, Western oil companies provide




01l to the USSR at Pérsian Gulf sources for delivery to Soviet
markets east of Suez. In eXchange, the USSR provides oil to

the oil companies at Black Sea ports for delivery to their markets

in Europe.




Toﬁal
Free World
Of Which:

‘Middle East

Communi.st
Countries
Of Which:

Eastern’
Europe

Soviet oil
exports as
percent of
World demand
excluding US

* preliminary

. Soviet Exports of Petroleum
"For Selected Years

Million Metric Tons

1965

1960 19671 19¢8 1969+
33.2 T 79.0 86.2 86.3
18.0 35.5 43.7 b7 41.8
0.3 1.0 1.4 1.4 1.9
15.2 28.9 35.4 41.5 4t 5
9.2 22.4 27.7 32.4 35.4
Percent
5.6 6.5 6.8 6.7 6.0




