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Summary
Until 1955, Syrian ecooomic relations with the Sino=Soviet Bloe

had basen extremaly limited, The Bloo accounted for leas tban‘B‘pm;eent

of Syria‘s total trade, and only Czechoslovakia had ‘&ny officfal contact

vith,the'.Syrinn Government. Toward the clogs of 1954, the Bloo wders

t§ok a more active economic poiicy in en attempt to expand esonomic

relatiom: with Syri& With the aid of el&bo"ate pavilions and atran

tegically designed - propaganda the Bloc oountries doxinated the firat

tvo mternational i‘a.h‘s held 1_'1 Demaecun during Sepbereber 1954. m}d 1955,

Hme ‘Bloc countries, pm'ucl;npeu in the Third Damascus Internationsi Fair
in Sept.ember 1956, end coriducted aggressive advertising cempatgns in local

newsi:aperso . In thé mosntime, mumeroms Bloc commeroial, scientific, ‘and

technical delegations: toured Syrie, signing trade agresments and prosent-

soriminats :ff_e‘re-_ of econoui sietanceo 4 numboer of ocommercial

@er’taken l;y the Bloc. The Comminist Chinese Governrent weg recogniged

by Syria end Eest Germany wag greated psrmissicn to esteblish.a consulate
in‘Damascuso
By the and of 1956, Syria had sigued ning tmde agresments with ths

Bloc——mre than any other undemevelopsd free=world country. During the

marketing season in mid-:'-)'_‘}‘j(), intensive ectivity by the Bloc in ths Syrien

‘cotton market refsed the priece of cotion o & ievel mufficient to price

France==the majer importer of Syrilan cotton—out of the markat. By the




~ end of January 1957, the Bloc had contracted for approximately 50 per-

cent of Syria's exportable eotton. To reiieve» e fuei >shortage rasulting
fronm 1ts eabotage of the Iraq Petroleum Company p:L};vaJ.xzasﬁ;p Syria pur=
chaged a lurge proporticn of itsg patrolelm requiremente from the USSR.

To date aeveral Bloc gountries havo been awarded conatmation cone
traots in Syria valued at a mi.nimm of §28 millien and have placed bids
tota],.l_ing $10 nﬂllion on other projects. Czechoslovakia has been avarded
a contract to conatmct a ms jor patrolewn refinery in Syria. The wist
eigni_ricant agreemant ‘batween Syria and the Bloc has been the purchase
by Syria of Bloc ama valued at appm:dme.taly §70 million, thus forcing
Syrie- to commit en 1mporte_nt part of future. barley end cotton crops,

The effect 6f the Bloc s apDeara.nce as a champion of Syrisn politieai

‘ and economic interesta has been to ﬁmther mcerﬁate Syrian relations

nonfc: 't & UnitedKingd areatalouebbo
Theae' countiries havé been tm of Syria”s most ‘wport.ant trading pat'tners«
In ths past France,. alone; took more than hali of Syriu s cotton exports.
The cost of military expanditures and the loss of important souvrces
of foraign .exchange have geveroly cuftgi}ed, Syz‘tia“a six=year development
program. The program, designed to expand agricultm;al ;ﬁﬂoduction and

productivity, calls for sn expenditure through 1961 of $183 millien for

irrigation rrojects; roads, airports, drainage projects, pore dsvelopment,
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and an oil refinery, Tuo usfor undertakings, estimsted to cost atout

§255 million, were scheduled for initial surveys during 1957., A major
source of funds for thig program vag to have been 0il transit revenues
from the Yraq Petrolemm Company. The Internztional Bank for Reoonatmction
and Development hed cutlined a gix=year progrsm which would oosﬁ nbout

$270 million, but most of the Projects recomsended were much emsdlor

then those contemplated. by the Syrien Government, )

Although the major 8ha.re’of the cost of Syrian economic dei’eidpment
must be financed from internal sources, a sizezble amount of foreign in-
vestment will be needed if the program ie to assuma significant propor—
tions. As natfonaligt fervor has pughed Syrie incressingly toward the
left, hovever, foreign private capital has becoms unwiliing €6 expand
investments in Syria., The Bloe, despite mumsrous general offera to pro-
vide uhatevar econosﬂ.o aeaiat&nco Syrin requires, deosg no% appsar willing
to become an ﬂternative source of investment funds on & large scale,
although it may be willing to undertaks smller, individuel projects,

The cowbination of rempant natiopaliem, the loss of a eigni_i‘icant
amount of oil tranaitri*evenuea, the arms egreemant with the Bloc and the
esti'angemsgt with major Wostern trading partners has gerved to puagh Syrie

into closer politico=aconomic relaticas with ths Blos ard hes crested

‘gsericus ecomomic problems for Syria yzich, as a minfmue, will require

poatponemsnt of Syrials program for esonsmit develomment.




I. General Economic Problems . -0

A. JIntroduction

" The majofity of the projects necessary for improving economic
welfare in most of the underdeveloped countries are of such magnitude
as to requi;re sizeable investments- from external sources. Concequbntl,‘y
the political climate in which economic develdpment takes place has
become a prima.ry consideration affecting ‘the economic dovelopment of
these oountries‘. In many areas of t.he world nationalism and antagonim
based én anti-colonial feelings have created conditions wiich aeriomsly
affect the. availability of direct, large scale, private inveﬂ.tﬂent.n
As foreign private investors have become reluctant to supply the capital
. r;aquiremqn.ts of underdevelopsd countries, and as weatefn governmenits
have beeh slow to £ill the investmant gap, the Sov'igt ‘bloc has been
presented with an excellent opportunity to play .an increasing role
in the economic progz;ea_s of many fxfea world areas.

In Syria, the pro‘blem has been magnified to an extent that in
many instances political considerations have become the almost exclusive
determinants of economic decisions. Nationaliem, dntagonism‘.t.owa.rd the
West (éris:’m.g particularly out of the Arsb-Isreeli conflict) and a
general fear of the resurgence of Wastern colonial domination have-

qonsidetjably increased Syria%s political and economic vulnerability to

the blandishmsnts of the Sox{iet. Bloc.

(N
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B. pAmricylturs - -

Syria is primarily an sgricultural country.- Cotton, wheat and
barley are Syria's major crops and the major commodity sources of foreign
exchange. Approximately 70 percent of the pecple derive their living
directly from agriculture and a considerable portion of the rest earn
their inc'dhes by handling or processing agriculiuﬁral commodities. Y
As a reeult, a progra.m aimed at improving the living standards in Syria
’ mnst emphaair.e inveatment which uould increase agricultural productivity.,
There is still a }Arge quantity of untilled ?.lgnd ava.ilable in Syria
‘but the lack of water seriously limits its utilization. The total
arable iand is estimated at 5.5 mﬂ]ion_hecbarea*, of which about
© 345 million is under cultivation. Irrigated land accounts for only

gbaut . 1 ‘percent of the land under cultivabion and periodic dmught.s

terid pricultiral production extreme: unstabla. gj Dus to a
severe” drovght in 1955, the harvest of wheat and barley was approdmately
half the 1954 crop and almost all exports of wheat were prohibited. 3/
Syria is aleo faced with the problem of raising the relativély
low Mctiﬂty of its agriculturé. The mzximum yield of wheat on
Syrian land is reported to be sbout 600 kilogramst# per hectare whereas

wheat=producing countries in Europe obtain yields of from 1 to 2 metric

# 1 hectare equals. 2.471 acres.
4 ] ,000 kilograms equals 1 retric ton.

NN
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tons per hectare, Lf Rotwithstanding differences in Syrian and Europegn
costs of production, the comparatively low yield iu an import.ant factor
in the competitive position of Syria's agricultural commoditiec on' the
world market.
" C. Iransportation and Storage Facilitiea

The deveiopmnt of transportation facilities ie one of Syriats
most urgexit .needs. Transportation has not kept pace with the expaneion
of production and particularly with shifts in t.he geographic pettern.
of agricultural output., The Jezirah area, located in the northeastern
part of Syria, produces most, of Syriats wheat eicport steplus and &

mgjor portion of. the countryts barley and cotton cropa. In spite of
this, the. ares is poorly equipped with highways and raflroads. The

.iug the ha.rveat ceason amd virtual ceauation of traffic
during. the winter tnoni:{wc During the harvest season the cost of
transporting grain from the. Jezirah region to Aleppa is about twice
as much ax% during the ®dsad eeason.® 5/ Transport charges represent
about, one-third of the f.o.b. export price of barley and sbout a fifth
of that of wheat. 6/ The roads, most of vhich are unsuz-faced, are

inadequately meintained. The railwaye were constructed prior to 1945

and are no longer adequate for the needs of the expending econouy .




The shortage of storage facilities in the crop-prodecing areas,
in the commercial center of Aleppo and the i)oz't of Latakia is another
obatecle ‘which must be overcoms before any sizesble expaneion of
agriculturc can be undertaken. Inad_squate ut_orage facilities keep
storage charges high and frequently forcé farmers to dump their products
on the domestic market.

b, Elegg_-_:"yg‘i’ower

A majox' limitation to industrd-l expansion in Syrie 4s the -
shortege of electric power. Out or a populatio'l of 3.8 milljon, not
.more than 1.5 m:illion live in towns and villages supplied with
electricity a.nd only. about half actually have facllitice for its use.
?Hany industrial entabliebmnts provids their own power facilities.

"f _“a.lmoat ,excluuive use of diesel units to prodm:e power
make for a high cost of power generetion and seriously inhibit expaneion
of facilj_.ties.
E. Industry
. lqodem-.;tdci?ory production in Syria is & relatively recent
development. ‘I;he bulk of Syrign industry has been developed since the
end of World War II, but tha carlier rapid rate of growth it exverienced

has begun to level off. ¥eny industrisl cencerns wiilck were developed

SRCRET




"'to ﬁmcﬁion as\a aourca of domeati

86 a result of w’art:‘une and postw;u' commodity shortages have been
maintained by an exaggerated system of protection from romign competition,
This protect:.on has dulled the incentive to increaua efficiency,
hss therefore reterded the expansion of domastic markets.,
F. Finance
1, La -of Iu ous Pund-Provid{ Inati utions

Primary rinanci.al detemnts to economic dovolo;mant in
Syria are the lack of indigenous sources of investmnt capital. f’or
. the m:_)ct part, there are no aavings banka, insm'anoe con:pa.niea, mortgage-
financing institutions, or a.qy of the other institutions which normally
mobilize aavings and invest in govemment or other high-grade bonds,

and the Contral Bank established on X ‘August. 1956 has not begun

¢ Syrian economy ia mrvod m'imarﬂ;y by foreign banks.
Of the 15 commsrcial banks accredited gt the beginning of 1954, ten,
including all the larger instituticns, waere forei,gn.;* 7/ The Prench
Banque de Syrie ot du Liban’ (BSL), as the largest commercig]’ bank and,

until 1 Auguat 1956 the bank of iasue, dominates the bankj_ng syatem,

¥ Prance 5; Jordan 2; Iraq, Britain and Egypt, 1 ecach.
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ﬂnancing of foreign and domestic trads and offer 1ittle in terms of

long—term investment funds. The BSL has, in the past, extended aomei
mvestmsnt loans to industry, but only after securing the guarantee
of the Syrian Government.

. 'I‘he dsvelopment of domestic capital faces the handicap
of a low annual per capita income (app!‘oximately $1oo) -and the traditional
hou-djng or savmgs pracbiced by the wealtby class. Neither

Savings amang the bulk of the population are practically
The uaalthy cla.es converts its savings into gold. In

24&@@@&&

JUntil the fecent creation of & central bankin,g authority to con-

trol commercial creditpcommercial banks genamlly had been free to determine
their own. credit policiesq The volume of credit extended was usually based
upon the expactations of the next barvest seagon. By the end of 1953, out~
- standing bank credit totalled approximately $63 mi1iion. During 1954, bank
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eredit expandad rapldly, rising to a level of ghout §111 million.

h This riee was due mainly to the expsctstion of btmp;r Crops. Cre&it
expended only slightly during 1955, reaching a totel of about $119
million. 10/ This relatively small increase ovej _the previous year
‘wag the result of a contraction of credit in early 1955 because of a
severe winter drought and poor harvest prospacts. By the last quarter
of 1955 credit began to expand again and by the first quarter of.' 1956
ban!dng circles had regainsd their optimign and wWere expecting a
record agricultural season. 11/

In addition to bank credit, farmers obtain credit in a
nutber of other ways, of which the following are the most importants

1. Loans by the Agricultural Bank of Syris secured

N by land mortgages_;
"2, Cradit purchases from merchaﬁt’é;
3+ Future sales of growing crops at a prics lower than
. that vhich might be obtained during the harvest. L/
v Until the establishment of the Central Bank, the Agricultural

Banl was the only government banking institution. The bulk of the
loang extendsd by the Agricultural Bank are short<term loans to farmsrs

owning small or msdium-sized farms. Long=term loans, which form

swall psrt of to%l’dans, are extended for land purchase and improvements




and for the purchase of farm machi:llery., These loans are extended for
a period generally ranging betwaen 3 and 15 years. Ko one borrower
may receive more than $2100. 13/ The insbility to obtain 1;;53 loans
from the Bank often con_rpc]’.s' large lendowners tc;"tumjélaemlem to
satisfy their capitel requiremsnts,.

iIn 1955, the Bank granted short<term l¢ans valued at $7.3
milldion and loxig-term loans valusd ab #0.9 mi1lion. In an attempt
to 1;1m'eaae the Bank's lending capacit;y, the governmsnt authorized
in 1956, an increase in the Ba.nk's capital from $2.8 million to
§27.2 million. u/

Since.moet Syri#ns use currency for the settlement of
obligations, increased credit resulting from an expansion of econcmic
activity has been accompanied by a similar increase in the quantiﬁy
-of .currency iasuad. 15/ During the first quarter of 1954, the total
volums. of money jn circulation was about $154 million. By July 1955 R
after a period of ganeral credit expansion, the totel had increased to
approximately $180 million. 16/ Syrien officials claim this increase
wWas much less than necessary to mset the needs of the oconomy.

3. Inter=n§_£iog'gg; Finsncisl Problems
"I'he increasing economic activity, wdth the concomitant

expansion of credit and demand for importe, has resulted in a

SECH
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deterioration in Syria's balance of Payments and foreign exchange
holdings. Syriats trade deficit is usually offset, on the current
account ;)f the balance of international pg&mentis,. by ;:L‘_oca]. expenditures
by foreign concessforaires and ©il transit payments made by foreign
oil companies, by United Nations Relief and Works Agency expenditures
in Syria, and by ewlgrant remittances (ses Table 8). Since 1953,

however, the annual trade deficits have becoms larger without a pro-

portionate increass in the offsetting factors.

TABIE )
Syriats Balence of Trade
(mil1fons 3US)
1953 ' 95, 1955
Imports 139.0 184.7 196.4
Exports « 103.7 32844 132.3-
Trade Balante - 35.3 = 56a3 . ~ 61

During the first 10 months of 1955, foreign exchange reserves fall
80 rapidly that Syria faced ‘a foreign exchange crisis. A cr;uia‘was
averted when the Syrian Government received a $10 million loan from
Saudi A;.-Abia and concluded a new agreement with the Iraq Petroleum

%
Company, (IFC) which involved & sharp increase in sterling receipts. 1/

¥ The IFC agreed to pay Syria 6} million pounds sterling amually

: (appro:dmatelv #19 mi1lfon) for transit rights of the oil pipelines.
In addition, the IPC agreed to pey 8% million pounds sterling
(approximately $2 million at the official rate of exchange) for
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TABLE 2 -
Syriats Foreign Exchange
Reserves
(million €US)

‘December 1951 33.4
December 1952 29.3
December 1953 . L5
December 1954 46.7
July 1955 28.5
Octaber 1955 30.9

December 1955 = - 37.8




[p——

On 13 August 1955, the Syrian Parliament nppmved. a b6=year
extraordinary and special budget for economic demlopneut providing
for expenditures through 1961 of about $183 million, 18/ The budget
includes $24 million for new migttion projects, $17 million for
roads, $8 million for airports, 612 m.ﬂ_lion for the Ministry of Defense,
824 million for completfon of the Gheb dreinage project in Weatern
Syria, and $22 million for an'ocil refinery, Also included were allo-
catione for surveys for the Euphrates Valley irrigation scheme and the
LntaldacJesirah Railroad (See Teble 9).

On 29 August 1955, a Permanent Economic Cotmcil and an Insti-
tute for Economic Develoment vere eatabliahed to control the execution -

*body “and: the Institute will pian and sxii)ei%rise capital deVel;
opment projects. - 19/

Syria has in progress, in addition to a number of emaller
projects, two major underta.ldngsc The first, started late in 1952 is
the tmnaformtion of Latakia into a modern seaport to serve as a prin-
oipgl outlet for Syrian cormoditfies. The cost of renovating the port
.aren 15 estimated at $12 million and is to be compieted by late 1957,

29/ The second major project, started in late 1953, i the reclamation

of the Ghab swamps. 21/ This project s to be completed by 1965 and
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vill cost about $48 million, 22/ Approximately 125,000 acres suitable
for growing rice, cotton, sugar beets, wheat and barley will be reclaimed.
23/ In addition to dreinage facilities and irrigation dams, 5 power
st_u;.iona are to be constructéd on the Orontes River to iﬁc;éaazhelectric
pover generating capacity for the Homs-Hama area. mgg/

The Euphrates Valley hydroelectric and irrigation ¢omplex is by
far -the most embitious of Syria's plamned development projects. The
construction of the complex will extend over a considerable length of
‘cim;e end will cost approximately $200 millfon., The cost of the Yugef
Pagha Dan alone 1s estimated at §40 million and that of the irrigation
system at about $155 million.' 25/ Upon completion, the system will
irrigate about one million acres suitable for cotton, wheat, barley

N C and Qtl_ler products Buitaﬁle for cultivation in'Syriao In eddition,

the Dan will provide Aleppo with a eizeable incresse. in electri¢ power.

‘Related: to éﬁé*ﬁqﬁlmﬁéé"valley conplax ia the expansion of
transportation facilities to the area. In additfon to funds allocated
for rosd maintenance and improvement, the Syrian Government plans to

invest approximately $56 million in the construction of & railroad from

the area to the Port of Latakia. 26/
B. F B {c_Davelo
More éh&n half of public investment in the program of economic
development is to be fina;xced through government bond issues and anti-

cipated receipts of petroloum revemues from the Irag Petroleum Com=

pany. 27/

15
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Sources of Revenue A te
(6-Year Eatimate) . 00C Eus 000
Vithdmunls from ordinary budget - - 25,000
Share: troleur Tovenuss a 43,100
4 ' X 19,155
21,389
68,597
6 111

cooraing]y or :Lt‘ otber sourcaa of fmxia are anticipatedc
. The &bility of Syria to undertake a large=asile economic
."de#elopq:ant progmm ocannot easily bo determined by the use of published

'bmigetary informtion, Syrie has mxv di_t‘femnt typaa of bndgetsc
clude “the ordinary and develomental budgeta, and various

aga’
special, related, autonomous, end emexed budgetss Soms are entirely

indepandent of the ordinary budget; soms are interrelated in that they

elther contribute to or draw upon the ordinary budget. These ancillary

spoeet
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budgets total approximately 50 percent of the ordinary budget. 28/

The special budget, thich iﬁcluiea a related budget and an autonomous

budget, totalled about $37 million 1n 1955. 29/ Syria traditfonally
) undereatimtea revemmu in ita( tudget and the edditionsl income is

plncedina“maemﬁmd“Thosixeorthcﬁmdisoonddemda _
mﬂitary seoret mmmch a8 aupplenentaryarms purchaseaaremde trom

7 ot the granting oé loaria »."m the country as 1s
comusngsurate with the: mquix‘emezita of nat"ional economy, o .and will
direct the f.'mzmcnl policy ~with & vlew to promoting pmduction, in-
oreaaing the national Teveme:s o o % 31/ The Central Bank 1s now the
bank of iesue and 13 msponaihle for detemining credit and disoovnt .

po]_loma., In aeddition, the Bazk will male lozns  for irdugtrial and

agricultural_purmsea_« Potentially, the Bank is & eourcas of {inflatfan.

“ Syria has an estimated population of 3-75 wi1lion and e $10C per
capita income.

SE
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The Banque ds Syrie.et du Liban {BSL), the former bank of issue, Vimitad
its note issue to the extent of its gold and foreifgn exchange reserveg.
'I'Be charter of the Central Baznk .pez‘mitzs en expansion of woney in circulg-
tion covered to the extent of only 30 percent by gold and fgmm exchange ,
The balance of the backing is to be in offxcial and.private Syrian x‘eceivables.é
The Syrian economy is not yet expsriencing any aignificant degree of infla-
tion but inflationary forces are present snd an injudicious Central Banlc
Policy could recnforce them., Present bank reserves do not appear adequate
to support more than a moderate increaze in note fssue. If these reserves
should mcreaso appmciab]y at a mtum date the infletfionary potenbial
would accordingly incmase toa.

The Syrian Govetmmnt is in the process of establiohing an
Industrial -Benk to financc ﬁnduatrml davoloxment. ‘I‘he capﬁ;al of the
Bank will be appro::imatcly $2.8 million, of which the Syrisn -Government
will subsc;ibe to 51 percént of the stock and offer the mmaindcr to the .

.

banks of other Arab countries.

“D. Effects ofsthe'&ﬂﬂdle"

. T Sch: aross o' Hiddia East - in mid-l956 farced
Syria to curtail its economj.c develoment program at a time when it

had ascarcely got underw&y. On 6 November 1956 the Syrfum Prime Minigtar
ordered all Syrian ministriss to stop spending on construction projects,
not to mek tendars, and to suspend any work requiring large expendituras
with the exception of matters related to mstional defense. 3/ He '

swetr
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stated that the rapid .increase in mobilisation needs bag. presented
Syria uith the problem of raising an edditional $112 million for *non-

rectufmx)xt'amq purchases.” 35/ (The length of time for which this sum

BT10% Syrin:-indicated that the inoreese in the
badget vould be raised by 1mposing either a retail sales tax, an excise
tax on m;l/xfmtured gooda, a capita.l levy, or a combination of thesga

it wag. amotmced that the Cabinet was

"sttxiying' e BI11 :oh would pmvide for a three~year national loan of
‘between $24 to $27 million and a tax upon industriel production, ealaries
and woges, and commodity purchases for raising the remainder of the emer—

geucy funds, 38/




ety

In addition to draining Syrian ﬁnanci&l veaourceu for
milita.ry expenditures, tb,e Middle East oriais has lmd other effects,
The aevering of the Iraq Petroleum Company Pipelines has resulted in -
the 168¢ -of; Syria'a mafor- gource of roreign exchange and hag created
s - shorﬁalge. vith itu accompanying ed’warse affects on industxyo
' log to the Syriux economy !d.llvdapendf .how saon-end .

: ﬂov or oil at full capaoity is reameq,'. It may.




11T, The Report of the Internatiopa) Bg Rec truction a
Davelopment

In February 1954, =t tl;e mdueat of the Syrian Goven}mgut;, e ten-—
uwember commission from the International Bank x;or »_Bgconf_t;;*uction and
Development (IBRD) arrived in Syria to undertake a geuex:al reviev of
Syria's economic potentialities and submit recoxmendations for insti-
tuting a long-term economic development program. The Mission completed
its survey during the latter part of Apr1l 1954 and submitted its report
to the President of Syria, ’

The Mission outlinede program of government action for thg years
1955 through 1960 and recommended a program for economic development
amounting to about $270 million, *

Table 5

Surmary..of . JBRD Recommendations
i11140ns.$TS)

Irrigationvand reclamation 55.8

Other égriculture 38,6
Electric power 16.8
Transport end commmication 48.2
Public services and housing 105.1
Other 505

TOTAL $270.0

The Miassion suggested that any long=range developmsnt program
place primary emphasis upon agriculture with spocial consideration

———
* Unless othervlss indicated, information presented in this section is
based upon the published report of the Miesion, The Economig Devel=

S
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given to stimulating cotton and grain exports. Although the total invest~
ment recommended {3 somowhat larger than that currently planned by Syria,
the "Mission recommended allocating.a larger portion to public “Eérvices
and housing. The Mission suggested conoentrating upon 'd mmber of
amaller projects which could be completed in a short period of time and
without too severe a bturden on the economy. The Mission further recommsn-
dad thnt". the entire _Eurhratga Valley complex be put off until after 1960,
in view of the high cost of the froject and the construction time required.
The Misaion vas apprebensive that the simultaneous. execution of the Fuph-
rates and other major pro_{ectu would impose an excessive burden on the
avaflable financial resources. -Expanditures over a long period of tims
- vith no significant incresse in pmduc;tion‘ during the extended construc-
tion’ poriod wuld be extremsly irflationry.

eugEgsted that S BAaERAtork from theiJesirah area to

riicted athier then an ’exp;nbion of railroad facilities.

New and ‘experded road facilities would coat approximately $30 mill4on,
compared to the estimated $55 millfon for the expansion of the railrosd,

In addition to modernization of ths port of latekis, it was recommended
that ‘approximately $6 million be invested in an expension of grain storage
faoilitiqs, eliminating the need for many farmers to dunp their grain on

the market during the barvest season.

e
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In addition to the sources of revenue indicntedin the Syrian
budget;, the Migsion suggested that additional revenue (&boixfgfg mi.liion)
could be obtained through seleotive tax increases and di improvement
in tax collecting mrocedurea. The growth in the economy would itself

Provide an incremss of 3 to 4 pezoent per year in taxes and other revenuas,

23




V. Yestern Support fox Feoromic Development

The extent to which Syrian economic development will require
external assistance will depend upon the rate of progreass degired.
Unt1) the amnouncement of the Six--Year Development Progrem, Syria had
boen able to maintain a slow rate of ecomomic expansion without signif-
icant exterpsl sgsietance. With a repid rate of expansion planned for
the next few years, bowever, Syria will have to seek capital from ex=
te@ sources.

mate” for Foreign Inveptment

The Syrian political and economic climate for private invest—
ment presents a paradoxical pleture. The country still bag undeveloped
aéricultural resources and soms degree of ecomomic stability. Inflation
is not yet a problem and the free market rate of the Syrian pound hss
been rglati:\iély atable for soms time. Mﬁ% ownership of industry
predominates. The entreprenmeurial group is influential and maintains
satisfectory relations with foreign business circles. There are vire
tually no foreign exchange restrictions. Exchange Control Decree #637
of 21 April 1952 permits.free tranafer of capital and profits out of
Syria, end is desigued U foster both short and iong-term foreign invest-
ment. 39/ The dovelopment of g foralen exchange market is primacily
responsibiz for the reiative stability of the dollar-pound exahangs rate

and is & prerequisite for the encoursgement of domastis ssvings.

s
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Gt other hand, there are factors which tend to dampen any
snthusiasm for investinant of foreign private capital. There is the Father
small domestic market which ‘present,ly confines the expansion amd divers-
ification of industrial output in Syria. In a cdiiﬁtry'nf only 3.8 million
people with low purchasing power it is possiole to mamufacture ewnom;cally
only a limited range of articles for the home market. This market Lim--
itation has been somewhat offset by excessive protection of industry
resulting from the priority given-’f,'o measures designed for national self-
s\xrficiency'. '

. Of even greater sigm'.ficanc;e has been Syriats political instability
and rampant nationaliem. ‘Governqgnt changes have been frequent, with each
;ew government, becoming more ;.xit_i;Westem. Nationalization of foreign

property has become more frequent

a decree requiring:cén

i-e_ppqseht};d in Syr
owned by Syrians.
the managers and members of the board of directors of these commercial
companies be Syrian. 40/ |

. “ Docree #189 issued in April 1952 states that only Syrian
nationals may own agricultural land. 41/ Broad interpretation of this
decrees could affact oil-prospecting concessions and leases inasmuch as

prospecting is often carried out on land suitable for cultivation.

On 3 April 1956, the Syrian Parliament ratified a law arbitrarity




ordering “concessionary comEpanies to increass wages by 16 percent. _ltg/
there is further legisiation pending which would require foreign insurance
companies o deposit cash in Syria instead of using bank guarantges. 43/

B. Foreign Investment e

There are approximately 12,350 agencies and branches oi‘ foreign
enterprleas and 172 joint stock ‘companiea registered in Syris.. These
. firms have invested about $l4 million in commercisl activitiea and about
$3‘mi~J’:l..i’o~n in banking operations. Except for ixrvestmsuto 4in petroleum
p;pelinea, t;otal British and Fronch investment. is brobably not large.
United States investment is estimated st 8,5 million, of which 90 percent
is in petroleum facilities. 45/ Soms importent investment in oil eic{alon
ation has recently been Lmd.ertai&en by an Americen firm and a Waest German
. consortium. L6f Due to the current political mstabﬁ_ity in Syria,
hmver, it 1s. unlikely that further forcign investment will be undertaken
thero in the near future. Several ma jor Western oil eompanics mcently
decided not to oxpe.nd their present facilities in Syria. g/

C. Loans and |_Techrical Assistance

Nationalistic and anti-Weatern sentiment ig nowhere more evi-

dent than in Syr.ﬁ;'a reluctance to accept logns or economic assistance

from Western countries or Western-sponsored orgenizations. Except for

Sporer
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United Nations relief aid to the Arab refugees, Syrie bhus acoepted only-
about $300,000 annually in technical sssistance from the United Katfons
aince 1953, 48/ This has boen confined to heslth and edicatfonsl devel-
opment and to technical advice rovided by smell groupd of induatrial
and agrionltural experts. ' '

In July 1956, the Syrian Govermment refused to accept a $30-
wmillion loan offered by the International Bank for Reconstruction and
Development. 49/ The Syrians olgim;ad that their new agreement with
the Iraq Potroleun Cowpany would provide the required funds for viich
‘o Bank loen was sought. It is probable that the Syrian Govermment may
have. objected to the ﬁmrdmw requirements of the Bank and to the 4.75
_percent interest rate. In edditdon, the rising anti-Western sentiment
and p;fobeﬂfle' deaire to. beneritfrom tnticipated Basgt-Negt compstition

el “way} have: Anflvorioed ‘the:déctston

- As far as is knowm, the only govermment-to-gdavermment loans
accepted by Syria.fnom the West have been a $105,000. Export-Import Bank
loan for drilling vater wells 50/ and two loans totalling $16 millfon ex~
tended by Saudi Arabla. In 1950 Syria received a $6-million loen from
Seudi Arebia. In ¥ovember 1955, Seudi Arabla extended & $10-millfon
interest~free loan to Syrim and postponed repayment ol the previcus loan, 5%/

The loans are to he repaid through normsl commodity trade-
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D. Fostern Construction Contracts

Few significant contracts—private or public--have been awarded
to Vestern firms during the past several years. The following table

15 & swmmary of euch major contrmcts as have been avarded to Western

companies,
Table 6
Contracts Awarded to Western Conpanies 1954-~1956

Country Date : Iy of Q‘mT fegt

West Germany late 195/ 10,000 lv thermal electric
plant near Aleppo,
Construction of 52 Jam, cansl
near the Ghab,

Belgium 1956 Survey of Jemirah-latakia
Railroad. - 54/

Netherlands 1956 Construction of buildings at
Aleppo and- Mazge .(Damascus)

, eirporta, 5%/ - = -

United Statas 1956 Survey of Hejas Railway, 56/

Denmark Latakia port survey. 57/

Ttaly - SMey of 250 km. road from

Wﬂasgﬁ to Qamighli, 58/

Two drsinage canals in the Ghab.59/

Switzerland Survey of & dam on the Orontes
River.

Sweden Driliing of ten water wells. &/

Yugoalavia 1954=56 Several projects.*

D T S,
* See Sectiecn IV F for Yugoslav activities in Syria
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Since the outbreak of hogtilities in the Middle Fast, «
agreement with a British dompany for drawing up plens for the gonsgtruction
of the International Afrport in Damescus has been cuxce]_led, s have
‘various dgreements with French end British firmg for executing & numbey
of small public works projects. 62/

E. Irade with the West

Trede with the West in 1955 oonxx-ised sbout 97 percent of Syriails
total trede. France, Iebdmn, and the United Kingdom eccounted for &pprox-
imately one-third of this trade {see Table 10.) Although complete trade
statistics ere not yet avuih;ble, it is likely that there will be en increase
in the proportion of trade with the Bloc and some change in the pattern of
Syria's trede with the West, It appears, however, thet the bulk of indus-
trial angd qgrimxltuml comnodities required for Syrian congumer requires

West, The most important conmoditiea imported from the West are mels,,
machinery, Precious metala, iron and stesl products, automobiles and other
vehiclea, and silk products (see Table 11). Ireq and Ssudi Arebis provide
almost all of Syria's petroleum requirements, The United Kingdom, the
United Statss, France, and West Germany provide the balk of the other impor-
tant commoditieg imported by Syria.

\

Syria‘'s major exporta to the Yeat are raw cotton, wheat, barley,
and wool (see Table 11). France generally tekes about half of Syriats

cotton exportg—-the major source of foreign oxchange sarnings.

SEEET
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Lebanon imports nearly all of Syriun_exporta of livestock «nd sizeable
quantities of vheat, barley and wool,

A record orop dm:ing 1956 provided Syrie with an exportable
xurplus of 80,000 metric tons of cotton, 300;000 metric tons of wheat,
and 400,000 metrie tons of berley, 63/ Bloc aotivity in the Syrian
cotton mrket raiged prices to a level suffioient to preies French
nmrteu out of the market after France had contmcted for only 5,000

o &/ Approximately 50 percent of Syria‘a cotton surplus had been
purchaged by the Bloc by the end of January, 1957, 65/

- Rotivity in the vheat market during 1956 vas characterised
ohiefly by political rather than eco-n'omio "déciaionao_ Frence had con-
tructed for ehipmants of 75,600 metric tons, but public reaction to the
Algerian

and foreed the - price of viest o on ‘the domsstic market to drop. 66/
(France was offering 15 to 18 percent higher prices than other countries.)
Several months after the imposition of the ben the Govemment concluded
&n agreemsnt to export 100, 000 metric tons of wheat to Egypt, at a rate
of 20,000 tons a monthe 67/ The Syrien Govermment reportedly agreed

to sell the wheat to Egypt at a low price and ig meeting difficulty in
Tulfilling 1ts cownitment because domestic producers are balking at

this govermment -eatablished price lovel. In addition, Syrie ig having

et
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difficulty in chartering ships to tranaport the wheat.

' Syrials surplus of &rlw baa found & ready mrks-t; 4 B;fgitm
hes been repleced by West Germany as the major ma.rke;. and Yugoslavia
has appesred as a amajor importer. Czechoslovekie is raportedly sctive
ﬁ the market and other shipmenta ars scheduled for Western Europs.
The following table presents preliminary data of Syrian exports of
theat and barley during the 1956 export season, .

Table 7
Syrian Exporte of Wheat mnd Barle » June=Saptembsr 1956
(motric bon'a{

Yheat Barley
Ttaly - 14,400 31,000
Yugoslavia - 28,100
Bolgium 400 56,400
Rumania - 14,500
Denmark - 17,400
West Germany 5,200 66,400
France 800 , 500
Netherlends 4,600 10,800
Bulgaris = 2,200
Egypt 1,244 -
Others 10,700 $+309
TOTAL 37, 30G 232,600

\

Syria is presently feced with the problem of disposing of its
major industrial exporte=textiles. Growing competition in neighboring
Areb stetes from Japanese and Eestern Ewropsen toxtiles is pushing the

higher-priced Syrian goods out of traditionsl markets, sspaeially in
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Iraq, Soms sales are being made in Saudl Arabis, Sweden and Switzer—
lan:l but Syris 1s still ﬁ.nding it difficult to develop nev urketa
for its textilea. 68/ A

F. YuwomlavEconcufc Aotivitdes in Syris

Syrie ts commerce with Yugoslavia has expanded congiderebly.

In 1955 trade between the two countries resched & level of about §2
million., In 1956, trede was at en enmual rate of spproximately $3.3
million over the first three months and 1s expocted to re'gisier an
increase in the balance of the year. During a1l 1955, Yugoslavia
imported only 8,360 metric tons of barley, vhereas in the period,
June-September 1956, 4imports of 28,130 metric tons of barley were
registered,

The Yugbslava have beén guccessful in obtaining a mumber of
imoortant mms’trmf.ion -contracts in Syria. - In the Fall of 1952,
lYugoahvia was mw contracts for a major part of the project to
develop latakia into e wodern geaport. The portion contracted for wasg
to have been completed by the end of 1956. 70/ The Syrian authorities
were 6o pleased -with the work the Yugoslavs hed done that it appears

O probable that the remainder of the projeot will be awarded to them, n/
In September 1953, the Yugoslavs received a $1 mfllion contrect to begin
the initisl work on the Ghab reclamation project, The project was to

be completed within two years after work commenced . 12/

ST
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In esrly 1956, a Yugoslav company vas awarded 8 contract to
drill sixty desert waterwells in Syria 73/ and immediately dispatched
50- teams of drilling technicians to execute the contract.- .Z4/..

The Yugoslavs are actively bidding on a-wide yuriety of projects.
They were one of the first to submit & bid on the patroleum refinery
project,75/When a Belglan firm was awarded a contract for the survey of
the Jezirah-latakia Reilwsy, the Yugoslavs attempted, unsuccessfully, to
reverse the decision with a cu‘tamite offer. 76/ In reply to a Syrian
request for bids for the construction of & numbsr of silos, the Yugoslavs
underbid the lowest Western offer by 70 psrcent. 77/ The Yugoslavs ere
one of three leading contenders for the eward to survey the Euphrates
Valley complex. 78/

Racently Yugoslavia hes becoms involved in arms negotiations
with Syris, Two Syrien military representatives are reportedly nego=
tiating for additlumal arms and may have already purchaged approximately
$130,000 worth of rifles. The Syriens plan to accredit = military attache

to Belgrade. 279/

Yugoslavia has plans for further expansion of trade with Syria
ard other Arab countries, The Yugeslev Foreign Trade Committee has estab-

iished a speciel group to congern itself solely with the Middie East area.

3
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It ocontemplates selling goods on short term oredit and promoting
cooperation between individual firms and manufacturing enterprises

-of Yugoslavia and the Ardb countries. 80/ In addition, each of the

Yugoslav eubassies in the Arab countedes are being Htaffed with several

Yoslems to faocilitate working with the Arab States, 81/
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V. Sino =Soviet Bloc Support for Economic ic Development

T S DAY

A. Introduction
’ Until late 1954 Syrian economic relationu uit;h t,he Bloc were

confined to a limited commsrce, almost all of it with Czodtoalovakja
I September 1954, the Sino~Soviet Bloc gave the first indication orf

& more active economic policy toward Syria. At the First Damgscus
Internstional Fair the participating. Bloc countries constructed
elaborate pavilions, displsyed e:'ct.ex{ai\'e lines of comxod.itiea, and
otherwise dominated the exhibitfon. With the initial propaganda
benofits, thus ob_tained, the now familisr pattern of ‘Bloc econemic
Penotration began to unfold. - Numerous dolegations with authority to
.elgn commercial .agreemanta appeared in Demascus with increasing
frequency. Bloc commsrcial representatives offered to sell comodities
at below-market prices and to bnw Syrisn commodities at premimn prices.
Commorcial offices ware opsned in Damescus and Bloe commodities were
advertised oxtensively in local newspapers. lLocal representstives for
Bloc trade organizations began to appear throughout the major cities of
Syris. Commarcial, scientific, technical and cultural dslegations

were exchanged and numerous, though vagus, offers of assistence for
Syriats sconomic development program were extendesd. By the time of

the Third Damascus Interngtional Fair in Septemker 1956, Syria had

olgned trade egraements with Commmist Chins and g1l the Europesn
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Bloc countries. The foundation for an expansion of trade relatibns
S

appeared to be firmly established.

B. Expansion of Economic Relations

1. The Damascug International Fair

The Damascus Internationsl Fair, the most important of
the trads fairs held irn the Arab countries, serves as an important
mechaniem for the expansion of Bloc economic relations not only with
Syria but with other Arab countries-es well. Since the first fair
vas activated in September 1954, the Bloc has dominated the fairgrounds
with elaborate pavilions snd well devised propaganda. At the first
fair, the Soviet Union, Communist Quins, Czechoslovekia, Hungary and

. Bulgaria presented the most spectacular pavilions and sttracted the
most visitors. 5__/ These countries displayed everything from heavy
industrial equipmant to fosdstuffs snd clothing, with msjor emphasiu
upon those commoditieu nDecesgsary for s suitable expansion of agricul-
tural and industrisl production in the region. (See Table 12).

The USSR did not participate in the second fair but the
Bloc was represented by Commmist China, Czechoslovakia, Eaet Germany,
Hungary and Poland. The Bloc again dominsted the event, with the
Pavilion of Communist China the most popular,

Bloc participation at the third Teir was particularly

important as every European Bloc country and Communist Ching hsd




displays. Several of the Bloc countries advertised beavily in lceal
newspapers and the Bloc pavilions again were among the most impressive
of the Fair,

With the exception of the East .Garmsn and Czechealovakian
exhibits, it appears that the main purpose of tAJEBlog.pavilions waso
to impress the Syrian pu};lic with the range and capabilities of
industry in commmist countries. Many of the Bloc Tepresentatives
at the displays refused to discuss prices, credit terus, or delivery
£erm3. Obsesver reports indiCate that the various displays of hsavy
industrial eqm.pment made little impresaion upon a country with no
prospect of developing heavy industry. Many of the consumer goods
A displayed could not hgve been designed for sale in.a consumer market
with limited purchasing power. Much of the advertising undertaken
by the Bloo during the fair was of a general nature, without reference
to specific comodities.

The displays of the East Germans and Czachs, although
tinged with Propaganda, appear to have been succesaful in selling the
commodities displayed. 1In 1954, the Czechs reportedly closed contracts
Zor about ¢1 million worth of commodities of the types displayed at
the Fair. 83/ The East Germans zlaimed to have arranged for §3 million
wrth of business by the end of the 1956 Fair. g4/ Representatives of

both these countriee offered commoditien &t lov prices and were wiiling
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to extend favorsble credit terms. 85/

Available infoi‘mstion incicates that the commadities
displayed by the Rloc wars -genorally inferior or obsolets wh3n' comparad
to Western products. It must not bs overlooked, 'Bout;si?'er, that to
countries in the early stage of industrial development the low cost
of euch equipment may far outweigh the elight disadvantages of
obsolescence. Furthermore, where funds are short buyers will be
attracted by payment plans which extend over s long period of time.

. The following information ig mpresentative of comments
made by American officisle or Syrien businsssmen about the quslity
of the products displayed by the Bloc during the three fairs. 86/

USSR Heavy equipmsnt, agricultural and textile

- machinery generally considered goods consumer A
goods ars gensrally very s prices of

Soviet television gbout 2 times that of

comparable U.S. sets; road-building equip~

ment generally good but not suitabls for

largs<scale operations; Sovist tractors

equally ae good as U.S. trectors.

Comaunist, Ching Genersl appesrance of machinery and machine.
tools seemed quite good; textile machinery
o displsy noaeded frequent repairs; soms
machine tools poseibly made in the USSR;
congumar goods generally poor; sgricultural
eqQuipment generally acceptable: msdical
equipment appsared to b copies of

obsolets American producte.
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Qﬁﬁgﬂg& Qualdty of producte cousistsntly goody induse. .

trial and sgrioultwel equirzant regerdsd

goly; medical equipmant goodt automofive
égquirzent generally inferior; sporting
equipasnt excellent.

Industrial end sgricultural equirment aud
consunsr goads gensrelly good; rubber
produote excellent; trictor trailers
accspiable; binoculsrs and othar ‘opbical
équifmont excellent; automotive équipment
inferior. B

Teitbile machinery not up to Syrian standardsg
medical equipment good but rriced highs agri-
cilbursl machinery bslow Western stendardsy
Hachine tools comparsble to any iu Wgstsern
Buropai autos and trucks infericr,

Geriorally below stendardy radios good srd
10w priced; “industrial end agricultrel
hgchinsry inferior.

Hechinery unfavorable whon compated %o

JItalion or Preach; some goods probably

Bade in USSR; agricultural eouipsisnt

poor, ‘electrical equipmant obsoleta’s
flour milling equirment obzolate,

HMachine tools below standerd; egricultural
machinery poorly designed; much equirannt
‘copies obsolete Westora Puropsan wisdels,

Qushty gereraily poor; cloth drab and
rough; gzuy producte shabby.

2. Influx.of Commercial Dslogations

The activities of ths Bloc delegations et the Seeond

Damzseus Intervational Fair sccn made it clear thet o econcmic




offensive was being launched against the Syrian Govermment.=-The
Chinese, Polish, and East German delegations to the Fair in 1955
all ceme to Damascus autharizad by their respective jovernmsnts

to conclude trode agreemsnts, and wers Joined late in September

by a similarly authorized Sovist trade delegation. 87/ Newspapers
conteined reparte of banqusts given by these de]_.egationa et which
Syrien officials were entertained and ingpreeuad with the advanteages
of cleser econocmic relstions. The drift to the left which had
characterized the domsstic political scene .assured Syrien receptivity
to thess blandishments. The four Bloc delegations were successful
in concluding trade agreeménts with Syria. Since the end of 1955
there has been a standy flow of Bloc trade, scientific snd technical
delegations into Syria.

3 l‘hi‘kéa“b Penetration=—Price Manimulation

- Techniquee employed by Bloc representatives to gein access
to eoms commodity markets include offers to purchase at premiuvae prices,
to sell their oim produots below prices generally prevailing, and to
grant favorable credit and payment arrengemsnts. As a rule it has not
been poseibls to esteblish that the resulting prices are belowv costs of
froduction in the Bloc. One Syrian businassman raported that Fagt
German commercial officials were endeavoring to enter the wachinery market

by offering their pmﬁucts &t “ridiculously lov prices® and by alloving

1iberel credit terms of over 18 months. 88/ As sn example, Eact Goxmany woa




awarded s contract for lathes when it underbid the noxt lowsst offer
by 30 percent. 89/ The Commnist Chinese offered to sell 20,000
motric tons of iron bars at about $97 per matric ton, coiof. _Lﬁfie.ki&,
at g time when the wholesale price of iron bé.re m,pamag_cna was
about $153 psr matric ton. They further offered to accept as
Fayment Syrian currency or cotton at the prevailing market price, 90/
A Syrian busineseman stated that he has been purchasing Czecho-
slovakisn coammodities at low prices, ‘paying 10 percent in cash and’
the romainder within one year. 91/ At the 1956 Damascus Fair, the
- Czechs offered to sell various commodities at lower prices than
those for compareble. Westorn goods. They offered to accept 25 percent
in cash with the order aor recoipt of documents uith the balance
payeble in 18 months on machine tools, and up to 2l months on trucks
and tractors. 92/ The following ere. additionsl examples of the
mothods employed to penetrate the Syrisn market:
USSR Offered trucke at lsse than $5,000 compared

to $6,800.for American trucks of aimilar

capacity; 93/ sold ball-bearings, manufactured

to fit U.S. manufactured automobiles end

trucks, at competitive prices. 94/ Offersd

to 881l copies of U.S. automotive aspare parts

at 50 percent below U.S, prices_o__2§/

Czochoslovaldia Offered o gell. locemotives that Syrdan busineas
circlos considered good in quality et 5-10
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percont less than comparable Hestern locomotivea;n
Payment. terms were 10 percent down and the balance
in equel installments without interest; 96/
reportedly sold tanks to Syria for £5,640; :
surplus U.S, tanks were being sold to Saudi
drabia for $94,500; 92/ offered to purchase

& large quantity of .barley at 10 percent above

the merket price. 94/

Hungary Awarded a large X-ray equipment contract by
underbidding the lowest Western offer by
25 percent. 99/

Bumanis Offered agricultural and industrial machinery
at prices 20 to 30 percent lower then comparsble
Earopean goods, and 40 percent lower than U.S,

¢ gooda. 100/

Bloc During the wool season in mld=1956, the price
of wodl was approximately 90 cents per pound,
A large influx of wool caused prices to fall
conaiderably. The USSR and Czechoslovekia
. entered the merket and paid some merchants
; . 10 to 15 percent sbove the market price. 10/
During the 1956 cotton-buying season, a number
of Bloc countries stcceedsd in raising the
: price of cotton by 17 percent through com-
petitive bidding.

L. Trade Agreemsnts
Until lete 1955 Caechoslovakis was the only member
of the Bloc which had & trazde egreemont with Syris. In October 1955,
Polish trade representatives aigned a trade agreement and within g
year Syrig ked trede agreements with Communiet China and every Europsan

. Bloc country. (see Table 13) The agreemsnts generslly require the

shipment of Syrian agricultural products end textiles in exchange




for industrial products, industrial raw maeterisla, and machinery.

These trade agreemnts have served primarily as inatrum;mta
of propaganda as actual tradé with the Bloc has mot assumad maJor
proporticns. All agreemsnts, however, do conbain.~1;xwov£§ions for an
expansion of trade, if desired.

5+ Commorcial Offices and Domestic Agencies

One clause of the tra.f!e agreements vhich most of the
Bloc countries appear to be ‘implementing is that providing for the
establishment of permsnent trade offices in Syris. In 1955, the
Soviet Union opsned g commercial office in Damascus and bogan to
advertise Soviet msrchandise in local newspapers. 103/ Permanent
commerciel attaches or missions wers subséquently eat_a.buaheq by -
Poland, Hungary, Bulgaria, Czachoslovakia, Commmist China and
East Germany. In addition to its comnorcinl attache, the Sast German
Governument intende to establish a branch of its foreign trade bank
in Damzscus es a means of =implifying payments arrangemsnts betwaen
the two countries. 104/ Echanding economic relations eventually
resulted in official recognition of Comsmmnist Caing and an agresment
with Eget. Germany for the establishment of an Eest Germen conswlate
in Demascus. th_jj Az y2t, the consulste has not been activated,

Tixe policy of granting exclusive sgenciee for ths eals

of epecific commodities is baing used by ke Bloc with increesing
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frequency. Numerous agents displaying Bloc commodities have appeared
in the more important cities of Syria (ese Table 14). 1In 1955, the -
Soviet Union granted George washiq_, 2 high ranking msmber of the
Syrian-Lebanesa Comnnnj_at. Party, an oxcluaivev agency t‘fa_r the sale

of Soviot automobiles in Syria and Lebanon—the first égency in the
Kiddle East to sell Soviet goods privately. The agency grant was made
by the Soviet Legation on the recommendation of Khalid Bakdash, who

18 & member of the Syrian Parliament and the lesder of the Syrian-
Lobaness Commriist Party. 106/

Oa 5 July 1956, the Syrisn Government authoriged the

estsblishmant of the Syrian Eastern Economic Developmsnt Corporation. plor 74
- The corporation wiu/ orgenized to handle general morchandise trade with
Bloc couhtries on a commission and representation basis, and also

to undertake t’;he construction of industrisl plants, the establishment
of ehipping and transportation agencies, the sals of petrolewm products
and derivatives, and to extend brokerage and advertising servicas. Jos/
The corporation reportedly was organized at the instigstion of the chief
of a Soviet technical delegation which hag visited Syrias in March 1956.
The group waich subsaquently formed the organization was assured that
a1l business transactions concluded in the: future betwsen the USSR and »

Syria would be handled through this corparation. 109/ The mansger of

the corporation is the above mentioned George Uwayshiq. Of particular
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significance is the appointment of Abd-el-Hadi Rabbat as chairman of

the board of directors. Rsbbat, a conservative businessman, is one of
the most influential industrialists in Syria. His stature could add
impstus to the campaign aimed at increasﬁngvSOViqt-Syrim trade.
6. Trads with the Sino-Soviet Bloc

In 1955, Syriats trade with the Sino-Soviet Bloc totalled
about &7 million and accounted for about 2 percent of Syria's total
trads (sce Table 15)s During the first nine months of 1956 trads
between Syris and the Bloc rose to almost 38 million, or about 4 percent
of Syria's total world trade. |

The commodities Syria has exported to the Bloc have been
traditional Syrian exports—~cotton, wheat and barley. Major imports
from the Bloc have been such commodities as wood products, cotton
manufactures, and glassware. The exchanges of particular comodities
vhave been small and have not reflscted the dsvelopment of any dependence
upon Bloc markets or suppliers.

The pattern of trade for 1956, hovwever, will prob'ab]y show
a sigeable increass in Syria®s trade with the Blocs For the next
fow years, the Bloc should be an important merket for Syrien cotton;
especially if cotton is to be used as psyment for arms recently cbteined

from ths Bloc. During the cotton maerketing season in the Fall of

1956, the Bloc entered the sotton market in forceo By the end




of January 1957, purchases of cotton by the Bloc amountsd to about
19,000 metric tons compared with about 4,600 metric. tons _during the
entire 1955/56 marketing year. 110/ The B.]:ocy asids from the cotton
accepted in pertial payment for arms purchases, reportedly pald cash,
ddd not-quibble over prices, and msde generous promises of future
purchasaso 111/ During 1956, Bloc cotton purchases may have besn

28 high as 13 million. Commmist China's cotton purchases slons

» probably totalled more than $5 !;1111:10:1 during this period, compared
with total trade of $318,000 during 1955, 112/

The sévering of the IFC pipeline transiting Syris has
caused g fuel crisis and forced Syria to turn to the Bloc for imports
" of petroleum. When Western oil compsnies in the Middle East indicated
their fnability and umillingness to supply Syria with its petrolemm
needs, the USSR offered immediste shipments of 75,000 tonss Syria
subssquently contracted for 40,000 tons of petroleum valued at about
$1.6 million from the USSR, During December 1956 about 22,000 tons
were dslivered to Damascus. 113/

7. TIrads Difficulties

There have been few S};z\*ia_n complaints reported about the
qualitonf comrodities or services of the Bloc. Czech producta have
generally been well received. One major compizint on the part of the

Syrian Governmsnt hes been. the lack of fulfiiiment. of coammarcisl)
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agreemsnte aigned with the Bloc, especislly Crechoslovakismo. In January
1955, the Syrisn Government seat s note to the Czech Legation pointing
out " the fact that. the Czechs had bought almost nothing in Syria since
the signing of the agreement, although ths Cxachs mre obliged, eccording
to the termg of the agreement, to purchese Syrian goods to a value of
75 percent. of her exports to Syria. 114 / In 1954, Csachoslovekis
exported approximately $1.7 million worth of goods and purchased only
#5,000 worth of Syrian commodities. In 1955, Czach exports to Syria
ware double the nzportg and Syriafe imports from the Bloc as a whols
were almost four t{imes her exports to the Bloc. The Syrians have
occasionally complained about Bloc trade delegations being wmore
interesated in Purveying propaganda than in concluding commercial
agreement;so s/

The sale of East German WIFA® automobiles in Syria was
far from a commercial success because of the poor quality of the
preduct. Puarchasers complained of the ingbility of the automobiles
to climb hills end of serious engine trouble after anly a few months
of use. 116/ It has been roported that the purchassrs have had their
money refundod and the agency has besn discontinued. 1317/

The distributor of Soviet automobilee has complained that
sales are impsded because of the insufficiency of 8pare perts, service

fecilities and the genersl high prices of the sutomobiles. L8/ Tne
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Insufficiency of 8pare parts has besn & factor in the inability or
Rumanian-manufactured machinery to enter the Syrian market to any
extent. 119/ In some instances, Syrian importers have receivad
Frepaid dxipneﬁte of various types of goods from Crechoslovakia
which were not the styles and nubers érdcred. 120/ -
C. Assistance for Economic Developmsnt. by Soviet Bloc Countries

Since early 1956, Syria has been subjected to & barrage of
offers by a number of Bloc countries to assist in her economic develop-
mente. Many of the offers have quoted low prices and generoue repayment,
terms. The Syrian ¥inister of Public Works stated that many Soviet
Bloc bids for surveys end construction projecte ran about 28 cents.
to each dollar of Americ@ bids, 3&/ One Syrisn businessman indiceted
that the high cost of American equirment snd technical servics was
- Prompting many Syrian businessmen to look with favor upon Bloc offers. 122/

R

Offers of assistance have ranged from the construction of
smll industriel installations to general offers of assistance for the
complete requirements of Syria's economic development program. Long-
term credit arrangements with Bloc countries providing for economie
development ventures came to about $30 mi1lion by Sprirg 1957. At the
seme time, offers are outstanding for more then §10 million additional,
The contracts which bave been signed have; for ths most part, been with
Syr'lan busineasmen and not directly related to Syria®s planned develop-
wental projects (see Table 17).

1. USSR

The USSR has offered tae wost and probsbly has &zcompl § shed
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the least in assisting Syris in developing her economy. In late 1955,

the USSR offered to conatmct. a petroleur refinery at s zxominaj. _price. 123/
l‘hla orfer, assisted by domestic lextc-wing preseure for acc.eptance, wes
largely responsible for the incluuon in the developmeuu progrem of a
$24-mi11ion refinery. The USSR, subsequently, dropped out of contention
for the refinery contract. A technicsl delegation headed by Nikolai
Melnikov, diractor of Technoexport, arrived in Syria in February 1956
purportedly to study Syrian indu?try'. 124/ The delegation toured the

ma jor Syrian cities, publicizing their visit with indiscriminate offers
of economic sssistance. In Damascus, Meinikov offered to assist in the
construction of textile, cement, and glass plants, a petroleum refinery,
.an electric power plant, 'and the Latakia-Aleppo railway. The businesaman
of Homs and Hams were offered assistance in the construction of cement
Plants which would require mo down payment until the facilities ware

in operatior. In Aleppo, businessuwen ware offered asasistance in the
construction of z number of plants, including silk and toxtile mills. 1254
One firm in hleppo was offered a cemsnt plant for $3&,G00 (excluding
excavating machines, electiicel equipment ang technicisna}.* & firm in

the U.S. had mﬂevidusly placad & bid of $2 miliion for the entire

project. 226/

Tn June 1956, Sovist Foreign ¥inister Stiepilor wisited

Syria and extendsd offers of Palitical, sconomic and wilitary assistence. s




Shepilov reportedly declared the readiness of the Soviet Union to
extend unconditional financial and technicsl eid to Syria and urged
the Syrian Government to draw Up a detailed development plan. 128/
Shepilov added that the USSR was prepared to offer whatever aid was
necessary ror the construction of the Yusef Pashs- Dam,..the Latakia-
Aluppo Railway and wheat storage facilities in the Jegirgh, all on
long-torm payments and at a low rate of interest. 129/ He further
promised that the Soviet Bloc. would sbsorb all surplus quantities of
Syrian grain and cotton which could not be sold on Western markets. 130/

Recently, Soviet petroleum technicians "affirmed® the
Presence of extensive deposits of patroleum in the northern regions
of Syria and have offersd to develop these resources on "normal

commsrcial terms.® 131/

L)

2, Csechoulovggi_g

Czechoslovalda hss been one of the more succéssful Bloc
countries in obtaining construction contracts in Syris. The Czachs
have reportedly been awarded contracts valued at more than $21 miilion,
including the construction of a major oil refinery, a sugar refinery,
a china factory end two cement plants. (see Tsble 17) In addition,

they have been awarded g contract for the survey of a major cement

plant in Hama.




3. East Germany

The East Germans have been awarded contracts for the construc-
tion of two cement plants, several textile factories and e .shice factery.
They have placed bids on a number of other projebts;'including the
Latakia-Aleppo Railroad (see Table 17). The cement plants to be constructed
by the East Germans—two of three major plants to be constructed by ‘
private Syrian buainessmen--will eventually eupply the bulk of Syriat's
cement needs. The cement plant 1p Aeppo was awardsd to the East
Germans for about $1.3 million as'compered to an A;;rican bid of
approximately $2 million. 132/

Le Hungary

Hungary hae been awarded contracts to construct thres flour
mills in Syris and has placed a bid f?r the contracb'to construct a o
highway from Alsppo to dezirgh. In addition, the Hungariens have
offered to send mobile technical team; into the agricultural areas of
Syria. These tesms would be composed of one or two "technicisns and/bf
agricultural experts®™ and a crew of approximately 10 maintenance men.
Thess units would repair and service agricultural equipment and glve
advice on agricultural matiers. 133/ The effect of Hungary's current \
economic crisis on these foreign economic activities hss not bacome

clear at thies writing.
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5. Bulgaria
The Bulgarians have been awarded contracts totalling

neafly $; million, Included are contracts to construct military~
barracks, a military airfield and a number of grain elevitors (see
Table 17) .l The contract for grain elsvators was obtsined after the
Bulzarisns underbid a West German firm by 60 percent. 135/ Bulgaria
al=o obtained a contract to undertake s four<year geological survey
to determine the prospects for the development of mineral resources. 136/
A group of technicisns is atudying' plana for further development of the
Port of Latakia. 137/ Ten sgricultural experts are training Syrisns

in the use of agricultural machinery ia an sgricultursl school which

1s reportedly furnished exclusively with equipment donated by Bulgaria. 138/
‘I;on Bulgarian techniciaﬁs skilled in the operation of diesel engines

were scheduled to arrive in Syris during mid-November 1956 and six

other technicians arrived in late November 1956 to assist in the con~

struction of military barracks. 139/ There are indications that two

groups of technicians are being selected to travel to Syria for &
survey of poasible Bulgarian sites for the construction cf a bakery,
a cotton gin and seed plant, two railrosd stations and a locomotive
repair shop. MQ/

6. Foland

In Januery 1956, the Polieh firm CEROP secured a contract




from Seudi Arabis, Syria end Jorésn Lo survey the recanstruction of ths
Hejaz Reilrozd. The contract—$445,000—~gacured in cumpetition Nag&.ix‘mt
Western bidders, was far below Wostern bids ;::d r&zort,edly would not
have covered ths contractor's costs. Lg,/ The comtract was eubsequsutly
cancelled when Saudl. Arabie refused to parmit ths Polish techniciane
to enter that country. -Ten of the Polish techniciane remgired in Sﬁrria
and are prepering sn offer for the survey of the I»atakia—ﬂlcppo-duzixfah
Raflroad. 142/ . ' ’
7o Rymants

Shortly before the opening of the Damascus Fair in September
1956, Gheorge Andrescu, Director of the Rumanien pavilion, expressed
 ‘an interest in sssisting Syria in construction of cement plants st

Hama and Homs and in the expansion of the railroad fecilities in the

Aleppo-Latakis area. 143/




D. The Ipgue of the Homs Petrolenm Refinery

The prospecf of Bloc erosion of Western influence in the Middla
East potroleum industry, which could result from Bloc eonatmcuion of
a mjor petroleum refinery in Syria, hag caussd conaiderable con;ern
emong Western officials. The United States Government considered the
situation serious enough to warrant mcréasing P.Lo 480 asoistance to
certain Western govermments if they would agree to subaidize any bid
extended by their domsutic firms. 144/ The refinery hocame & major
East-West economic issus.

Under an egreemont concluded lete in 1355, the IFC agreed to
provide Syrie with 600,000 tons of erude ofl amuelly at redvced prices,
The USSR immediately offered to congtruct 2 refinery &t & nominal price
to process the crude oil. 145/ Frossure from left~wing elements in -
Syx:ia -then forced the govermment %o include the construction of a refinery
vith an znnual capacity of cne million tons in its VSichear Developmantal
Budget. The Syrian Petroleum Institute vas craated to draw up specifica-
tions and call for bids on the project.,

In eddition to the rather nebulgus Soviet bid, Czechoalovakia
registored a £irm bid and on 20 Februsry 1956 it wae rumored that the
Czech bid was sccepted in principle, 146/ In March 1956 a group of Czech
petroleunm experte errived in Dassscus end steted that Czochoslovakia could
oomplete the refinery in two yeare. 147/ The Cgechs indicated that they

had 350 te'chniciana aveilable and werw ready to sozept cotton and vheat in

payment. 148/




In addition to the Soviet and Csech bids, the Syrien Govern-
mant recelived bids from firms in the United Kingdom, France,nﬁest Germany,
Italy, Yugoslavis end the United States. 149/ The Syrisn Mimister of
Public Works established an advisory group cdnsiéiinchf one Trepressn=
tative each from Czechoslovakia, Egypt and the United Kingdom to study
the biﬁa and provide technical edvice. 150/

By mid-July 1956, the bids under consideration ware narrowed to
thoee from Czechoslovalda and 5 ¢ US=UK firm, Both placed bids of
approximately $15.7 miilion but the plansg viere considered to be
technically superior. 151/ Csechoslovakie, however, aubsequsntly lowered
its Wd. 3152/ refused to engage in & "Dutch guotion” with the
Czochs and was unwilling to place a lowsr bid without a yrovision for an
gesalation clauss to compensate for any future increase in labor and
materisl costs. 153/ Yielding to U.S. governmentel preasurs, however,

presented a firm bid, offering to aécept 10 percent one year &fter
the éontract, 10 percent upon comﬁletion of work and 80 percent over 7
years at a low rate of interest. 154/ The Czechs had offered to accept
50 parcent upon completion and the balance over 5 years. 155/

With the outbreak of hoatilitiss ia the Fiddle East end anti-=
Weatern.aentimznt at a poak, pablic preasuia mounted for an award to
Czechoslovakiﬁ, Seeking to fird soms grounds for compreomise besauss of

the technical infsriority of the Czech speoification, the ¥inigter of
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Public Worke attemptad to have the Cxzechs congtruct the bealo facilities
(§12-13 n11140n) and efther the West Germane or Italians consteast the
highly complex cracking facilities ($2-3 willion), ~1564- The Waat Germang
and Italians refuagd to agree to cooperate with the Csechs on any construc-
tion project., lﬂ/ The United States offered to increase its 1957 fiscal-
year aid to Itsly if the Italfan Government would lend up to $11 wiliion
to en Itslien consortium which considered placing & new bid for the entire
profect, 158/ )
In the msentime there were reports in the Syrien press that the

Czechs had presented a new offer to build the complete refinery with the
USSR providing technicel sid and e catalytic cracking unit, 159/ In
late October 1956, a 3=mn Cgzech delegation arrived in Damsscus and pregsured
loft-vidg elements into calling for an award to Csechoslovakis. It uas
rumored that the Czech bid had again bsen lowered. 160/

By the end of Hovenber 1956, it became Appnrent that the award
of the contract wuld‘ be based principally upm.n' political considerationa.
The Syrian Cabinet was 8plit bstween & majority in fevor of avarding the
contract to Cgechoslovakia snd s diseenting .grouwina’iuding the Minister
of Putlic Works, who 1s responsible for signing the contract. 161/ By
the end of 1956, however, the Cabinet wag reorganized znd & Minister of

Public Worka favorably diaposad to en avard of the centrast to the Cgechs

vas appointed. The new Minister stated that ths Czechs had lowsred their




'bid by 7 percent snd wers willing to accept Syriac pounds as payment, 162/
President Quwatli informsd that the refinery was now a political
lesus and would probably detsmjm Syriz's future political inclinations,
bt that e iowsr bid by might influence tbe deciaicn; 552/
claimed it had lowered its bid as mich az wvas e*Oﬁcmically feasible and
that further conmsideration W5 useless asinco it wag 1iksly that Czqchcalo«=
valda would agein lover its bid, 1€,/ On March 16, 1957, the Minister
of Public Works announced that the contract had beon awarded to Czechoslo-
vakiz, The construstidn is expected to take 27 months and enteil a
forelgn exchange cost of about $15 willion. 165/ Syris will be required
to pay 10 percent upon slgnature of the agreement, 15 percent within thres
months after eignature, 10 persent when the refinery commances operations,
?nd the balance in seven equal installments ending 30 Jime 1966. The loan
carries an‘interest rate of 3 percent on the unpzid balance. ;Qé/Although
the price was not substantially lower than the Procon bid, President
Quwatli claimed that the Czech offer had aeveral sdventages, In addition
to a lower price, the Czechs required 2 lowsr interest rate, were willing
to accept payment in Syrian goods, guarantsed quality equal to Western
Procesges, ond wera uilling “6 postpope payment of Syris's arms indebted-
bess to Czechoslovakia, 167/ Prime Minister Asald stated that 70 percant
of the bfica vas payable in Syrian merchandiss. 168/ The Csechs sls0
wers reported to be willing te reviss the Syro-Csech trade mgresment as &

desired by Syria, to provide needed spare parts for miliiary equipment,
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aod to furnish additional arms whepever requested. 169/

Although the contract has been awarded to Crechoslovelda, the
fasue still appears to be unsettled. The award of the  contreet ocowrred
at the ssms timo that g struggle for power devei;ped-i)etwen right and
‘left~wing factions in the gﬁvemmento 170/ It may well be that the
avard precipitated this crisis in the Syrian government.

E, Scholershipn

Within the framswork of trade and cultural egreeménts with
the Bloo, & cleuse 1s generally included vhich provides for aecononic
and technicel asalstance. One device used by the Bloc to provide teche
nical assistance is the extonsicn of echolarahips to etudents and pro-
. fessionals for study :ln the Bloc. Syria has an agx;eement with the USSR
for general assistance within the field of educatlon end has offered
scholarships to professors who ‘desire to speoialize in the studies of
the use of atomic-energy. 171/ In addition; acholarships have been
offered for the study of language and literaturs in the USSR, 1/

Czechoalovalda has extonded thirty-five scholarships end
PFoland five scholarships for +he study of enginsering, mathematics,
Pysics end cheulstry. 173/ East Germany offered fifteen scholarships
and Bulgaria three for technical, acientific and 1iberal arts studies
in those countries. /74
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| F. The Arms Deals

Sioce the autumn of 1955, the Soviet Bloc has egreed to gell
to the Syrien govermment arms velued at approximately $70 miilfon,
Frior to July 1956 three separete egreementa, total1ing:sbout $45 million,
wvore negotiated:lztil{e first for $12,5 million; the smecond for $14~17
milliong the third-for $16 million.

Among the major itema Syria wes to receive from the Bloc Were

MIG-15¢, T34 tanké, armored troop

carriers, ‘gub-machine guns, and quantities of artillery, anti-
aircraft guns, rockets, mines, mition, radar equipment and medical
supplies. 176/

" Payment trrangements for the arms-—wainly from Czechoslovakis——
may have required a down ‘payment in sterling end the balence in Syrian
co#noditieaa One source indicated that tha Czechs had agreed to sccept
80 percent of the value of the arws in Syrien ourrency, and the ‘belance
in dollars or sterling. 177/ In early July 1956, Czech representatives
reportedl)_'.az'riw;d to arrenge for « supply of Syrian barley to be sent
to Crechoslovakia; the coat of the barley to be set against part of the
cost of the arms being supplied to Syris by the Czechs. 178/ As the
statistics of bariey shipments in Table 7 do not indicate eny shipsents
to Czech&élove!cia, it is probeble that the negetiations may have bsen

for shipments ic 1957.
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In esrly November 1956, Syrie began direct negotlations with
the USSR for arms. 179/ This wves quite likely a dirert result of

President Quvatli‘s visit to Moscow in late October 195(;. An erus

contract “ ) was signed in lé.te November

. 181/ The Syrianz reportedly requested eir—
oraft, naval vessels and other equipment, the operation of which requires
a high degree of technical sikill, 182/ There were indications that
Syria was negotiating directly with, and being edvised by, Soviet Marshell
Zhukov. . 183/ The Soviet authorities agreed to train Syrian pilots in
the USSR, 184/ Approximately 160 Soviet advisors are expected in Syria
to naa.':at in the operation and maintenance end to train Syrimms in the
uge of the more complex technicel equipment. 185/

It is apparent that the purchzse of Bloc arms has placed a

severe burden upon the Syrisn economy. The Syrisr Minister of Finance

stated thet a financiel crisis wes imminent as & result of the purchase

of Bloc erms., 186/ There are indications that Syria was unsble to meet
the first installment: » and waa feced with & budget
deficit of about §70 miliion. (LS 250 million}. 187/ The willingness

of the Cgechs to postpone the =rms payment was undoubtedly an important

factor in the award of the 0il refinery contre«i Lo Cgechoslovakie.




IV, Conalusions .

Syria's eco;mmic reletiona with the Western world bave been pro-
foundly disturbed by the Soviet Bloc's arrivel on the scene as an active
Politicel and economic force, In Syria, the USSR has succesded in
synthesiting Areb nationaliam with Soviet iz'nperialism_ Into an anti-
Western force not equalled elsswhere in the non-comsamist world. 4s a
result, Syria has moved slovly but steadily to the left. -The growth
of left-wing Parties in ftaelf bas mot been particularly apectacular
and ;:ommmist 1deology appareutly'has not been & significant factor in
domestic economic policy. Houwever, the lesders in Syrias, and other Arab
countries have harmered o hard on the anti-Western colonialf{sm and

unti-Iarae]i themes that egénomic relations between Syria and the Wes-
tern countries have been. seriously affected,

'ioal inatabﬁity in Syria bas adveraely affected ‘not only
Sy'rian plmm for economic development but the daily operation of the
economy itself, Govermment polioy 1s now characterized by extreme
economic nationalism, and the Israeld problem has influenced many eco-
nomic decisions; The basically conservative Syrien business communi ty
has been outshouted by domostic political elements, eo tha‘l; many business-
uen have been forced to turn to the Bloc in order to remain in buginess.

Political considerations have profoundly affected Syria‘®s pattern of

foreign trade, and economic relations with Frence and the Unjted Kingdom=




heretofore tao of Syria’s most important trading partnér.o;?a;; almost
. at &8 standstill, - N
Syria's economic development must be based upon large-scale invest-
wont {n agriculture, public ‘\ztilitiea and various social undertakings
that will not be produstive in the immediate future. In additicn,
much effort will neceesarily be channeled into enterprises which con-
stitute tbe indispensable basis of developmonte—railroads, highways,

electric powsr. The indirect charactsr of the benefite acoruing from

: them, the sheer magnituvde of the necessary investment, or the extent of
the risks involved, requires government sponsorship of these undertakings.
The very nature of these public undertekings, woreover, lies in thedr
long-run character; and private investment in a situation fraught with
uncertainties would rather walt tgon than assist in the completion of
most of theze lerge~scale unfertskings. The violence done to foreign

investments through destruction of propsrty and nationalization has

ceused Western capitsl to shy away from further involvsmant in Syrie.’
Yot;, Syris must attrsct foreign capital. Ons of ths ironies of

the present gituation is that Syria depends upon Western markets for the

gale of its produots and for capital to invest in developmantal echemes,

and yet Syrie has becoms openly hostile to the West, emd fears its

political 4nd econcwmic penetration.




The Sino-Soviet Bios does not appear willing ta betome an alter-
native source of capital to which Syria can turn, Thers 1l nothing to
indicate that the USSR ig prepared to risk ecttendiné large~scale loans
or grants to Syria, or to serlously negotimte ths general offers of
assistance mwade by delegations end missions which bave ¢isited Syris.
Domssgtic economic difficulties in Ccosmmist China and the European
Satellites make them questionable aom'cés of sizeable quantities of

future investment camdtal, elthough soms, especially Czechoslovakia and

‘Fast Germany, may be expected to continue to obtain sonstruction contracts

in Syrir. Indeed, i{: would appsar that the USSR has bean astting the
propaganda stage for economic sgsistence and then sending the Satellites
to do the -actuel negotisting. The petroleum refinery is an example of
t;hiu technique,

Rather than assist in Syrisn economic developmant, the econsmic
and political activities of the Bloo bave served to bring Syrie closs
to financial collapse through the disruption of trade with the West
and increased militery expenditures.

Should Syria survive the present politicel and ecopomic ferment
it will still face serlous long-range economic problems. The expsnaion
of a.gr*ioultm*al production as envisaged in development plans msy well

fail to provide an adequate solution. Syrias is presently & surplus

cotton end cereals prd'ducer and as other underdeveloped=agriculturel
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The Sipo-Soviet Bios does not appear willing to betoma &n alter-
native source of capital to which Syria can turn, Tﬁem “1a fidthing to
indicate that the USSR {g prepered to rlak extending large-scale loans
or grante to Syria, or to serlously negotiate the general offers of
assistance wade by delegations end missions which bave ¢lefted Syria,
Domostic economic dsfficulties in Cossmmist China and the European
Satellites make them questionable sources of sizeable quantities of
future ynvestwment capital, salthough ’eome, ospecially Czecboslovaki'n and

‘Fast Germany, may be expected to continue ¢o obtain constrt;ction contracts
in Syriz., Indeed, i';. sould appear thst the USSR has beon setting the
propaganda stage for economic assistance and then sending the Satellites
to do the -actual negotiating. The petroleun refinery is an example of
t;hiu techniqus, |

Rather than-assist in Syrian economic development, the econsmic
and political activities of the Bloo bave served to bring Syrie closs
to financial collapse through the disruption of ttadé with the Vest
and increased militsry expenditures.

Should Syria survive the present politicel and economic ferment
it wvill at11l face ssrious long-range economic problems. The expansion
of agrioultiral production as envisaged in developmsnt plans may well

fail to provide an adequate solution. Syria is presently s surplus

cotton and ceresls producer and as other underdeveloped=agricultural
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countries expend produttion, Syrian comuodities will meet i:ntfraaing
camp;stition on worid mrkotao. The USSR itself plana to expand cotton
production by about 330,000 tons annuslly by 1962, @ This expan-
sion aione is more thsn Syrin‘a total produstion of eotton.

Akthough trade between Syria end the Bloe may be expasted to ex-
rand  an economic foundation for e largs-soale oxpansien of trade with
the Bloc doss not presently exist. The Syrisns might be willing to
expand their purohases of industrial comwdities from the Blos, but the
econsmic difficulties in Eastern’ Europs will cotipsl thess countries to
seek an expansicn of trade with eowntries which can solve their lmmediste
esonomic problems.

The Bloo will probably continus to exert eéonm;e measure upon
Syrin with offers to expand trade end assistence for Syria's economic
development progrem, It is probable that the Blos will continue to
undertake construstion projests and, as long as tension exists in the

eroa, continue to provide Syria with arms.




ATPENDIX A

Tsble 8

Syrian Balance, of Payments, 1953-4 )
(0s nillion) : o RS

1

Credit  Debit

A. Commodities and
Services

l. Imports and Exports
2. Transit Trade
3. Touriem

4. 0Ll Companies
5. Miscellansous
Total (A)
J
B. Grants snd Remittances

1. Emigrant remittances
2. UN grants to UNRW

Total~(B)

C. Capital and Gold Movements
l. Private Sector
2. Banks
3. IFM payments
L. Honetary Reserves
Total (C)

De Errors and Omissions

Total (4-D)

1143 135.6
1.7

‘402' ‘ 607
13.7
3.8 _1a

136.7 3.4

2.8
2.8
5.6
5.6
12.9
1.1
—— M6
18.5  15.7
— el

65

30 .
Credit  Debit
159.7 188.5
2.8
5.6 "19.6
11.2
b2
183.5 208.1
208
1.1
3.9
6.2
13.8
R 2.1
20.0 2,1
2.8 .
210.2 206.2




Tabie 9
Syrian ng!ommngl Budget;.
1955 - 1961 i
($us 000)
Ney Exporditureq
Adminietrative Expensea 1,443
Investments {n Semi-Autonomous
Governuent Projects 2,301
Irrigation Frogram 24,505
Road Program
Construstion 8,544
Maintainance : 8,965
M rports , 75564
Land Surveys ) 3,361
Misoellsneous Congtruction 14,596
Ministry of Defenae 22,695

TOTAL NEW FROJECTS

Appropriationa to Existing Brojects 1,680
Approprietions to Exiating Comnitments
for Loans end Advances to Public

Projects* 46,443
Additionsl Inveatment {n Semi-Auto-
pomous Goverment Corporations 4,202

Balances Not Yet Used by Existing Projects
GRAND TOTAL

A

#

Includes &S 80 =f1lon for & petroleum refinery

83.88

22,325

184,346




h 7 1956
9 months Porcont,
- 1956 of To
IOTAL TRADE 196,522 100

w0 Trading Partners

France 13 46,460 15 19,33 0
Lebvanon 16 36,876 n 34,695 18
United Kingdom 1 35,892 11 14,802 7
United States 9 27,370- S 15,502 8
West Germany 8 25,998 8 16,171 8
Italy , . 5 23,472 - 7 14,222 7
Irag i3 17,751 6 10,766 5
Belgium 5 9,907 3. 6,044 3
Saudi Arabia 3 9,680 3 8,934 5
Netherlands 6 4,276 2 3,784 2
Others 22 84,565 26 52,27 27
i1.00 - LS 3,57 '

sctorate of Statistics, Statistical Abstract of Syrda, 1955, Damascus,

W Mindatry of National moouona&@
1956 ‘ N _ L .
Hiniztry of Nationsl EconomyjiDitvetorate of Statistiocs, Sumary of Foreign Trade, Damascus, 1954

- Skcser
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odity-Lrade ] Wit iy
(Major Commodities,
1954 ¢=31955, .Jan.~ Sep 1956
fm S (i1240n US 3
Jdprorts A 1954 1955 Jan-Sep 1956
' Parcent Percent Percent
AZ e 10 20 2 1R
jale b z % z 12 1
Saudi Arabia A 4 5 .
. Iraq . ' - 5 5
Lebanon - 6 1 -
Maginery, Anclpding elegtrical 16 2 P4 3 i3 2
United States 4 4 2
United Kingdom 3 k 4
Wegt Gormany 3 4 3
' Antomobides ap 18 3 8 A i 2
. Unlted States 3 3 3
Weat Germany 3 2 2
S4lk and othar products 8 a 1 4 6 &
Italy 2 2 1
Trance 2 2 2
Erendong nataly Z 4 1L [ 10 10
United Kingdom 4 4 3
Union of South Afriea - A -
- Lebanon - - 6
Iren and sfeel produste z 4 g A 6 6
France 3 3 1
Bolgium 1 2 1
BUS 1 # 35 3,57 . 68
Soursst  Minletry of National Economy, Diruvotorate qf Statistics, St Abgh £3 s 1955,

 Pamassus, 1956; Sumary.of Forsian.lrade, First Nine Montha 1956, Damasous 1957,




-H.Dﬁu H B
G . ,
(Continued) (M1110n TS ,
Exports 1954 - 1955 Jan=Sep 1956
? _ Percent Percent Percent
Yalue ‘oL Total Yalue of T&al Valug  of Total
\ i
Tatal Toade | wow owm w2 om
Ray cotton 35 27 &8 49 25 26
© France . 19 27 11 |
United Kingdom 6 8 2 i
\ Italy | 3 10 3 ,ﬂ
Hog), § 5 9 2 i I i
United States 5 N 5 & u
Lebanon 1 2 2 !
h\m
Liagteck 6 5 g 6 5 : M
Labanon 6 8 5 ;
|
. Gokion peeda a Y A 2 2 2 i
Lobanon 1 2 1 A
United Kingdom - 1 MW
Maeat 20 15 2 2 2 2
Lebanon 8 : 0.3 8
United Kingdom 1 - -
Barley 2 18 2 L o YA
Belgium 7 0,3 3
Denmark 4 - b
Labanon 1 0.3 1
505 1 = 15 3057 ]
Source: xHE.u&q of Nationpal woouoa%. Directorate of Statistics, S 5s |
' Damasous, 1956; Summary of Fo alen Tradse, m. n. t Nine Sub.ovm ow mem Unguac.o H@mqa
T
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e \,ﬂ’ . .l. ... -
1954 mv,w 1956, (9 months)

-

' ; — (00 2U3°
. .H_o.gu. . aow.mP Conmunig:
Irpde. Blog Ussy —shins
%Wwo«s 176,067 4,777 S T2, 116 225
Exports 129,374 1,12 130 - 977.
R‘OﬁWP Womug m-m% Nuguv PPQ HwNC&
2235 A
Imports 188,024 5,512 2,77 185 153
Exports 131,539 1,625 . 180 - 165
Total 319,563 7,037 2,954 185 218
Jan=Sep 1955
Imports 92,439 2,402 1,107 9?7 71
Exports 84,512 1,266 151 - 184
Total 176,951 3,668 1,258 97 235
Jan-3ep 1956 v
Imports 98,179 3,132 . 1,873 8l 128
Exports 96,702 by 478 A ) 11,253 - 76
Total 194,881 7,610 3.9 4,350" 3,126 a : 204

Sources Ministry of National Economy, Directorate .o.n.
Damascus, 1956
Ministry of National Economy, E.H.oouonmg
nine months 1954, Damasous, 1957




APPENDDé B

Sino~Soviet Bloc Participation in the Damgscus

International Trads Feira

19541956
Major Commodities Displaved R
Coumtry 192k 1955 - 1956
Ussk Tractors Ho exhibit Oil-refining equipment -
Agricultural Ores
machinery Chemicals
Machine tools . Agricultural equipment
Textile machinery Irrigation equipment
Electrical equipment Sugar refineries
Automobiles Grain elevatore
Textile fabrics Food-processing plsnts -
Potroleum products Diesel engines
Timber products Road-building equipment
Construction snd Textile products
road~building Kachine tools
machinery
Commamist China Machine tools Punping equip- Hgchire tools
Kedical.equip- ment Printing machinery
ment Rlectrical equip= Textile machinery
Foodstuffs nent Electrical squipzment
Engines Construction Iron and Steel products
Textfle machinery machinery Radios
Electrical equip- Dissel engines Bicycles .
ment Kining squip- Textile products
Rubber products ment Pumping equipment
Bearings Machine tools Tea .
Bicycles Focdatuffs Agricultursal products
Sewing machines Pharmaceuticals
Czechoslovakia Diessl engines Dicsel sngines Tractors
Tractors Mining equip— Glasswere
Pumping equip- ment Textile machinery
ment Construction Fuarniture
Motorcycles equipment,
SEeET
- 7L




APPENDIX B Continued

Coun_t_zz

Czechoslovakis
(Continusd)

~ Hungary

Bulgaris

¥z jor Commodities Displeyed -
2954 1955 1956
Jewelry Tractors Hotors
Purniture Trucks Trucks and buses
Huting equip- Hotareycles - Diesel, pumpe
ment Machine tools Hotorcyelas
Machine tools Electricel equip- Precision instraments
aent Printing machinery
Sporting equip- Shoa machinery
ment Musical instruments
Automobiles
Pumping equip-
) ment
Joewslry
Glassware
Woad-torking Electrical HMotorcycles
equipmsnt tachinery Hachine tools
Textiles Machine tools Preciefon instruments
Frei@tﬁlogding Communications Textile machinery
oquipmsnt equipment Electricsl eQuipment -
Buges : Textiles ¥otion picture equipzent
Electrical equip- Sporting goods Textile products
ment Pharmaceuticals Dicgel engines
Tractors Kotorcycles Various consumer goods
Housewares Trucks
Railroad equip- Construction
ment, machinery
Hachine tools .

Lurber products

Agricultural

- machinery

Industrial
mgchinery

No exhibit

hgriocultural machinery
Lumbsr products

Ores

Agriculturgl products
Machine toole

Textile products




. e

APPENDIX B Contdnued
e et e MR JOF._ Commodities Displeyed

Country 1954 1955

East Gormany No pavilion but Agricultursl
oexhibited IFA machinery
antomobiles Automobilss
and deldivery Electrical
wWagons mzchinery

Machine tools
Chemicals
Various consumer
goods

Poland No exhibit , Machine tools
Automobiles
Agriculturgl
machinery
Motarcycles
Irrigation and
puuping equip-
mont
Hining equip-
ment
Textile fabrics
Precision instru-
mants
Steel products
Madical equip-
mant
Housshold
utensiis
Sporting guods

Rumania ' Ko exhibit Ko exhibit

1956
Food-proceasing
machinery
eQuipmant
Glessvare
Jewelry
Optical equipment

Coment-mixing machineg

Trucks
Canned foods

Cement

Glassware
Agricultural products
Hining equipement
Machine tools

¥ood products
Bullding materisls
Shemicalg
Phermsceuticals
Housewareg




Sparet

€t
APPENDIX B Continued
Major Commpydities Displaiﬁd

Country 1954 1955
Albania No exhibit No exhibit
) T

A

2956

Textile products
Minsral products
Bullding materials
Beverages, tobacco
Leather -producty
041 products




Blog. Countxy
Albania

Bulgaria

Commmuni st
China

Fast CGernany

June 1956

Apondix G

Syrian Trade Agreemonts with the Sino-Soviet Bloo

Parded Sovered  Value

Sep 1956-Sep

Comeditten Bxsbangad

Syrian agricultural pro-
ducts for Albanian coal

and asphalt

Syrian agricultural

products for Bulgarian -
industrial rav materisls
and industrial produots

Syria exports-cotton,
tobacco, wool, cereal,
01l seeds, silk and

* rayon textiles, China

exports-machinery, tex-
tiles, antimony, liquors,
vines, chemicdls

Syria exports-cotten,
grain, oil sceds, oils,
dried frult,; tobaceo,
wol, East Germany
exporta-pachinery and
transport equipment,
medical equipment,
matal and chemical
produsts, photographio
equipmant

e

75

- Arzapgements

% 250,000 swing

All paymenta in
Syrian pounda
through a special Establishment of
%S 1.5 permanent agsnciss
million swing

Other

Zoeortant Clauseg Remarks.
First
agreement
Most~favored- Firat

nation treatment agroement
Establishment of .
permanent delegations

Mortefavored-nation Pirat
treatment, Eatab- agreement
lishment of per=

manent agendies

Automatic renewal

¥ost=favored-ns- Firot
tion treatmasnt agreemsnt

Automatis renewval




2 _
A C.
(Continued)

_ Paymanta Other
Floa Covary  Reciod Covered Yalue  Commedidden Pxghapend Axzangements Jzportant Clavmos Remarks
Cznohonlovakia Map 1953- - No A, Syria exports-lildes, cotton, Pynenta as First
¥ar 195/ fiber, agricultursl pros. provided in agreensat
. ducts, Cxechoslovalia private ocontraots;
exports=industrial and countries auth-
agricultural equipment, orise tranafer of
. electrical equipment currencies
Mar 1954~ N. A,
Mar 1955
Mar 1955 No A, . Automatic renewal
Maxr 1956
Hungary May 1956 No A, Syrian exports-cotton, : Pirst
Moy 1957 wool, grain, olive oil, agreement
I leathers Hungarian
. exporte~heavy industrial
gooda, electricel equip-
ment, chemicael ma.onu.owu
Pyiand Oct 1955= . 310 -million Syrian’ exporta~cotton, Clearing account Mostefavoredenae  Pirst
Oet 1956 (esto) fruits, grain, textiles, in U8 dollars tion treatment agreement
wool, Plish exports-" in both banksa; Automatic renewal
machinery, metal goods, $750,000 gwing .
steel products, autos, 1imit; excess
" textiles, cement, payable in dollara on
chemicals demand; balance
at ‘expirstion

Seeten
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Attar, HMansour & Co,

Yehya,Ayich & Co.

Abdallah Chehine

Izgat Diarbaldrli ,

Al-Fallsh Agricultural Machinery Co.
Ehalik Fattsl & Sona

Ghandour & Habbal

(Aleppo, Hama, Latakia)

Antoine & George Channage

Ahmed Rarastani

Ehoury & Co,
(Aleppo)

Haccsche Broa,

Elie Naofash & Co.
Zaki Mahfouw Nashid

Lambros Fapasrandes
Rafleh Shaghuri & Co.
Yasein Tebbaa
Mahjoub & Lavabidi
Joseph Rayyal

Lahham Freres

Malass et Kansfani
Naggash Freres
Sawwaf Freres

Maiszon Are et Cie

(21eppo)
Adel Mondis Co.

iU

Lsather equipment
Bicycles

Machine tools

Auto equipment
Telephone equipment
Motorcyoles and bicycles
Mugical instruments
Furniture

Water pumps

Furniture, textiles
Skoda and Tetra vehicles

Machine tools

Agricultural machinery
Rumping equipment

Medical equipment

Leather goods

Sporting equiprent
Glassware, porcelsin fixtures
Chinawsre .

Artificial flowers

Jowaliry, glassware

Redioc receiving ssts
Electric motors, flour mills
Canned foods, bser

Buttons

Bicycles, motorcycles

Tire pumps and &sccessories
Sewing machines

Bathroom fixtures

Chinsvare, bethroom fixtures
Textiles

Protographic equipment

Sewing mechines




%me;;_ﬁ
Continued)

Zaccache Brog, Building waterialg
Bayhum, Ajemi, Kitebi ot Cie Machinery, motors
(f1eppa)
Tewlig Sanadiki Skoedz automobiles
Eastern Econocmic Developmsat Corp. Teztile machinery
. . .
Ara ang Co, Pnotographic equipment
. Prociagion instrumenta
Zahid R, Elian Electrical equipmsnt
Nuri Hneidi & Co, Motorsycles, bicycles
Kategraph Co, Printing equipment
Hams
Safez, Hashwoh & Dirghan Refrigerators, heavy road

construction equipwent,
: vashing machines,
Termanini & Zihrawi Motoreyoles and bicycles

(Hons) '

Deir—as-Zor

Abd gl-Baqi Jewd & Broa. Refrigerators, heavy road

. construction equipmant,
wvaghing wachings

Avuad Madad Yotorcyeles, bioyeles ——
Hapgetoheh

Antown Msim Mstorcyoles, bicycles

Hemdi Ulsivi & Son Refrigerators, waghing

machines, heavy road ocon-
struction equipment

Homsg
Rislan & Shahin Refrigerators, washing
pachines, heavy road buiiding
eQuipment,

79




Letakia
Mohammad Satid Shreiqi

Toufik Sanadiid
Sewwa] Freres

Ehalil Fattal et Filsg
Marcel Karsh

Higham Hagan Jeffan
¥ajid Kusbard

MaSgon Marswi

Drar Fausi al-Wafol

(Aleppo)

"Finan Mssali

Nazih Tarabayn

Photo Derss”

Arts et Musique
Shafig Nahsg
Abd=al-Karim Naji al-#egacani
Nicola and Musa Debai

Aepx

Hinkioh Freres
Elfan % Rabbath

-

Motoreyeles, bicyclea

Tractors, refrigerators
Rosd construction equipment
Agrioulturel equipment

Photographic equipzent

Rugs, kitchemare

Optioal equipment

Textiles

Watches, caleulating machines
Typewriters

Adding machines

Dental equipmant ——

Rubbsr products
Printing equipment
Mytion pleture equiprent
Masical instrigments
Textile machinery
Motorcycles

Drugs

Foodstuffs
Y¥riting equipment
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A D
Continued )}

Kbalil Fattal & Sons Pharmaceuticals
Furniture
Textile produsts
Rubber products

Hardware
Jo Suwayd . Medical instruments
Sakkatex Buses

Arab Treding avd Engineering Compsny Mediocal equipment
' Precision instruments

Sayjal-Din Tabbakh ) Motorcycles

Sawwah & Co. ’ Bicycles, motion picture
equipnent

George & Antoun Abammage Machine tools

Hagan Msher Hamwieh Redios

Khourl, Seoumeh & Co, Seving machines, kitchenware,

electrical equipment

Eastern Trading end Agency Coa
Baghedl & Acoad -

Haffar & Mallas

Jellad Muhammad Hanti

Bim C‘Oo- N

Mulbaki Co.

Succar Co.

Eastern Treding and Agency Co.
Baghir & Mustafa Nar
Elian Rebbat

Avedia Milletbechisn




George Uwayshig
General
Syrian 011 Refining and Distributing

Company
* Nazih al-Bakim (El-Safeer Agency)

Wood products

Flour mills

Various industriel and agri=
cultural machinery

Automobiles

Petroleum produsts
Coordinating Bloo advertising
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PEENDIX
Lancs %0 wuﬁmmm FMMMm Mn

. , (Contracts and Offer 8)

Rinc CJ.GUMPN“N

WA p I

maaa:ocwoqwx»a Sugsr rofinery including din=
£illery, powsr plant and

other auxiliary wndtee
Coins Pachary Pmmm%.

Coment phants 19y

Engineering survey 192/
Abrport 123/
natlroed 294/

parolewa refinery 295/

V\aﬂi‘lﬂvﬁ‘n\ni‘ﬂ‘\!““

U

w0 gstimated cogt ab 202k
each

Homa Coment plant (43,000)
Damaacus Hnggwnpoa&v pixrport
ngx»asvwevwo&ouvnv«,

To be comploted within 27

ronths, 10 porcent down
15 percent on

percent payable in Syrian
commodibien

n&a

4
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(1aen 30D
Gontrach Qefor
1.7
02
ko3
10.0
\
Zish J—
_ 2.5 10.0




st

. :
o I — (M140n 30.5.)
Blog, Country Frodect Dotadlds . . Gontragk Qffer
Eaat Germany oa%a? vwmuw 198/ Homsg 200 tons daily capacity U
ooMS;,w. plant 197/ Aleppo; €00 tons daily capacity,
s price coiofe Beiruty delivery
completad within 15 montha 1.3
f.wbird”.m mill PM@\ U ’ ol
Textile factory 199/ U ) o5
Hachinsry for a textile :
factory 200/ Delivery during 1956 o3
Cotton apinning mill 2Q1/ . Aleppo; 3,800 spindles o5
Shoe feetory 202/ Output of 500 pairs daily ol
oowgnamvgﬁsm.,ag 203 v . U
Hydroslactric plant 204/ Hama ol
Aluminum plant 205/ U _ U
funitions plant 206/ Hanufacture of 20 mm shells
and gronade casings - ]
Railroad WB\ . bw&wﬁbﬁ»wm.ag A — | —
. 2,8 ok

sperfr

4
3
t
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Bloc Country

Project

Hungary

Bulgaria

Flowr mills 208/

Highway 209/

Grain elevators a9

Geological survey 211/

Military barracks 212/
Military airfield 213/

. Demascus International

Airport 21/

MINIMUM TOTAL

tails .

Aleppo~one: &0-ton wheat faour

mil)

Homs-one 90-ton wheat flour mill
Homs-one 100-ton whoat flour mill

Probably Aleppo~Jezirsh

. Northern Syria: Frincipally
Latakias 17 Oot 58; complotion

in 14 months

To bs completed in 4 yoars;

employ 40 technicisns

To be constructed in Latakia
To be constructed at Dumayy

g
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Support for Economic Development in Indonesiah

1. Transmitted herewith are three copies of the subject
report together with a memorandum by the responsible analyst
certifying as to the appropriate classification of the materials
contained therein.

2. The purpose of the paper is to present the Soviet Bloc
and Western assistance to Indonesia in terms of the economic
development plans drawn up by the Government of Indonesia. .
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3. . Information developed in the study shows that, up to now,
the Bloc has not been an important trading partner of Indonesia
nor an important source of capital funds. However, it also
indicates a substantially increased tempo of Bloc interest in
the Indonesian economy and a reciprocal Indonesian interest in
diversifying its sources of capital imports. The time is, there-
fore, ripe for serious evaluation of alternative policies and’
actions which the U.S. may-initiate with respect to orientation
of Indonesian economic development toward the West.

L. On the whole, the paper is quite well written. )
has done a very fine job in bripging together and

analyzing the pertinsnt material. Aside from two brief sarlier
papers on Bloc Mtrading delinquencies,™ this represents her first
major research effort in which she has had the opportunity to take
an assigned topic through the complete research process from
project planning to final draft. She did this with a very minimum
of detailed supervision.
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5. For the present, the study should 8o to the requestor only.
It is being reviewed for downgrading to the straight Secret level -
with a view to proposing publication as a FR in the near future.
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Summary end Comclugions

Indonui?n trade in 1955 with the Sino-Soviet Eloa, alffhonm still s
small share of' total trado, has shown a siseable increase over Frovious ysars,
During the past sc;oral years the Bloo ooun;riou have made considerable efforts
to increase trade and eccnomic relations with Indonesia, Thesa efforts have
included the conclusion of trade agreemsnts, the establizhment of poroansnt
trade missions, psrticipation in the Djakarta International Trade Fairs and,
more recently, offers of technical assistance for Indonenia's econcaic develop-
mant, Dnring 1956 the Bloc has intensified its offorts to develop clogsr
relations with Indomesia. In April the Soviet Union made its first conorote
Froposal to give Indonesia econmomic ;aoistanoo for development in/ 81l fields,
Two agreements providing for Czech assistance were announced the same month.
Prasident Sukarno :'oceivod and accopted invitations to visit the Soviet Union
and Communiet China. Indonesia also acoeptad Mﬂublpna to sand a parliasentary
nission to the USSR,V Foland, Csechoslovakia and Communist China,

To date the si'm-sO\rs.at Bloc has provided Indonesia with known crodits
totalling approximately #9.6 million ;snd an estimated £100,000 in grants.

The largest Bloo credit has been an $8.0 million oredit extendsd by Fast
Qermany in 1955 for the construction of a suger fantory. A $1.6 silldion

erodit was extended by Czechoalovakia in 1956, Prior to 1956, Bloc technical

asalstance had boen on a small-pcale, It now appeara that the Bloc desires

to participats in Indonesia's sconomic dsvelopment on a large-scale. Current
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offers by the Bloc have closely paralleled the genoral objsctives of Indenesiats
Five-Year Eeon?mic Development Flan,

The amouﬂt of Bloo aid has been mmall ocmpared with the assistance
Indonesia has reca‘;vd from the U3, Total US assistancs to Indonesia since
1950 has axnounbe(d t.o spproximately 148 million which inoludes a $100 millfon
Export~Import Bank aredit extended in 1950, An agreement undor Public Law 480,
signed in March 1956, provides an additional sum of §77.4 millfon to be used
_for economic developmsnt purposes,

With.ludomcix'u sconomic development saversly handicapped by a lack
of capital and a shortage of skilled persormal, it is apperent that Indonesia
will require appreciable outsida auiuun« if an extensive devalopment program
is %o be undertaken. The Indonssian Covernmant, in lins with its neutralisy
policy, has mdicated its willingnass to reseive assistance from any source
provided {t contains no political or military commitments. Indonwaia will
probably continue to 'uok & large share of its capital and teschnical us-iuﬁmo'
requiremsnts from t.he‘ Pree World, but there is an inereasing receptivity %

Bloc offers of asaistanca. If the Bloe countries continue to make offers

which conform to Indonesia'a needs, an increasing amouny of Blos aid will

Probably be accepted.




1. Poreisn Trade

8ino~Soviat Hloe trade in 1951195, as shown in Table 1, reprevesbed an

[
{

insignificant percentags of Indonesta's total trade. Indonosian trade ?‘u;m

the blos ocountries ln 1955, although still a relatively small share of tot-gl
trada, showad a uiioabh inorease over 1954, Indonesian exports to the hxoc
in 1955 wumdfgss.wa,ooo (3.6 parooﬁt of total exports) compared to
sxporte in 1954 of $9,082,000 (1.1 percent of total exporte). Similarly,
Indonesian imports from the blos in 1935 inoreased to $40,366,000 (6.6 peroent
of total imports) from £5,333,000 (2.4 percent of totel imports) in 1954. 1/
Tho gradual increase in ths volume of trade with tho bloc evidenced in the
£irst half of 1955 was somewhat offeot by a decresss in tho sscond half,
partially at-t.ribgtnbln to thy policy of the Aarshap Cabinet which restricted
Csoch, Polish and Himgarian i_-mvort.a from July to mid-December becauss of
unfavorabls trade balances, 2/

Csachoslovaicia, Commnist Ghins snd Hungary ae Indonoata’s most important
hloo t»rading m&wré. Rubber, copra, peppsr, coffes, cans sugar, and coconut
oil are exported to the bloc countries in exchango for light smanufactires
notadly textiles, cement, potoraycles, and aachinary,

Of Indoneeia's three prinoipal oxpord commoditics - rudber, tin and
petroleum - only rubber ia exported 0 the bloas, although uader the current,
bloo sgroesants tin is included on Indoneniats export lists. Even though

rubber asccountad for approximataly 63 percent of total Indonssian exporys to




/("ué"/.’;&{’
the Bloe in l955,ﬁoxport.u to the Blos accounted for only 5,6 percent of total

Indonesian rubber sxports. In 1956 lw.mbbor exports began to evoke rescticns
in the Indomﬁfan rubber producing areas. Further alarm was evoked by
Prostdent Edvonhowsits statemont to Congress that the US could be solfe
sufficisnt in mt}iotic rubber production within two years, 3 Oon 7 June
1956 an Indonou;m Cabinet decision to 1ift the ombargo on rubber shipments
to Communiat China was announced, Although the Bloc Rovides only a relatively
minor. market for Indonesian rubber, it is apparent that with a dom in
rubber expirts Indonesia will be under pressure not only to expand rubber
shipments to the 5loe sountries but also, with the reoent Indonesian cadbinet

to
decision, Make steps to open possibilities for the export of rubber to Communtat
Chinas In 1955 the Bloe took significant proporticns of oertain asriaultfurul
Mct-, ?a follows: ocoffee, 7+5 percont; copra, 1l.4 percent; ugar, 18:8
perdenty spices, 38.6 porcent and cocomut oid, 92.4 percent, &

Cmdit.y statistios for the first half of 1955 show that textiles
accounted for aboud Halr of the Bloo oxports ta Indonesia, while cemsnt and
semi~finished iron and steal accounted for ;\bout 10 parcent each, with miacel-
| laz'uou U ght manufaotures making up most of the balanoce, 5

Bleo supplies of textiles to Indonosia maﬁaud considarably in the fipet
half of 1955. Although they had sold only about $2 million worth of textiles

to Indonasia in 1954 (2,3 parcent of total textile imports), they sold over
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$12 alllion worth in the first six months qr.;955_,_1;_:!.pcre‘qqir;§ the Bloc's _

share of.this dmport market to 18,5 porcent (see Table 2), &/  Jndonesia is

[
highly. dapundabt. upon external sources for toxtilos ain?a only 10 percent of
. AR R S A grle Sl

hor. requiraments. are met by domestic Production,

+

The Bloc is not liniting ite ulss_'in the Milefhld to Wsa

alones Caschoslovakis provided 29.2 Percent of Indonesia's imports of

S
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toxtile machinery in the first half of 1955, Whervas Ogech eewing machines

ccmprised only Owh percent of the total imported in 1954, their shars increased
;

to 12.5 M in the first half of 19858/ Hloo cverturss in this fisld

have not come n;.alci'y from Czochoslovakiae Comrmmist China in 1955 offersd

wm«mm;ttmmmmhﬁﬁiumg-mmmmmm.y Bast

Gormany aleo m; made offers of equipment, and following the 1954 Djakarta

Trads Palr 18 donated en sutomatie woiving machine and two knitting machines

to the Textile Research Institute in Bendmng. 10/

In visw of Indomesia’s intended expanslon of its textile industry, the
Hloo may continus to be an importent swpplisr of equipment. In 1954 Indonesia
had 45 textila midlla in operation and the industry was equipped with about

95,000 spindles end an estimated 12,000 machanical looms and 70,000 hand

looms, )1/ In September 1955, the head of Indonssia’s Textils Research
Tnstitute, Dre 8sfufh, sccopted an invitation to visit a Gmsch textile

machinery exhidit. Before his departure he declared that Indonesia at that

tdms had only 20.. peboent of i%e miniwum requirements of textile machinery. i3/

The potential impact of bloe equirment upon Indonosia's textile industry is

thersfore significant.

The 8inc~Joviet Eloc countries have mads considerabls efforts in the o
past soveral years to promote and inoreass trade and econcmic relations
with Indonesiane Those afforte have inclnded the conclusion of trade agree-

ments, the ostablishment of permanent trade offices in Dja}mr%a,‘ active




participation in the Djskarda Zutcmt!and Trade Fairs, and intensified ,

sdversising, In April 1956, soon mth! instellation of the AlL govern-

mont, mums?m to vialt the USSR wore feoved to President Suksrno snd

en Indonesian ‘Ptrlimnt Alssion ~ both of which have besn accepted, L3/

Bhortly lﬂacr the Soviet invitations mimd, several other Blos countriss,
. including Commmitst Ghina, extendsd invitations o an Indonesden Perliamentary

dolegadion.

Indonesia currently (June 1956)&3 trade agreements with Csechoslovakia,
Hungary, Poland, Rumania and Communist China. An agrosment botween the
Bast German Chasber of Foreign Trade snd the Indonesian National Trade Organ-
ization expirsd Desember 1955,

Under th'c A1l Government which held office from July 1933 to Augush 1955
govermmont polivy led to a strengthening of trade relations with tho Bloc,
Clover trads tles were negotiated as trads agreements were concluded for
the first time with Qomemnist China, Rumania, and Bast Cermany. In early 1955
the ALl Govarument began to show disillusiomment with Bloo btrede: implementadion
vnder the agroemsnts had not measured up to expeatations; Indonesian produchs
sold tb’the bloc countries were being resold on the Suropsan markets gt
lower prices) and the Blos, in soeking outlets in Indonesia, appearsd to

favor locsl Communisgt busineesmen. 24/ kfékrrbho Harahap Cabinet took office

in August 1955 special trads patterns - the parallel transactions® formerly

®  Under dfe_unel transsotions the cormodities of cne country are exschanged for
conmoditiss of the other without transfer of funds,

-5a
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used extensively with Enstorn Europe - were edolished, Government declarsticns

1stuod 4n Ootoder 1535 indicated that tr4ds arTangements with the Bloo oowntries
[

had bean wmsatlofactory and had resulted in o gemieral deterioration of the

foreign exshange ;;mm. The Prime Minister, in a Parlisrentary dobata,

pointed out that m Frodusts exported 'wm Blos had been retradsd in

other markets :.n direct compotition with normad Indonestan exporte and that,

under parallel transactions, mammmom- wars nsually sold below world

market prioces with the deficit made wp by ehlrgiag Indoneaisn consumers

more for i;pm-..w '

The A2L governmens, which again took offics in April 1956, has
indloated 1te dissatisfaction, first exprossed in early 1955, with the
oxisting Eloo trade arrangememto. It hawnobifled the Bastern Buropean
commiries of its denire to terminate the exisbing agroementa; howaver, this
msasure has been taken with the view thad new arrangements will be formmlated
in which the quotas (velums) would be revised and the syatems of paymant be
made on a mphtclyim basis, 16/ Whether or not the volume of trade
would be increased wndar new tmmia.vchi aloc would probadly sontinue
to maintain & largs swount of its trada'm of sstablished comections
¥ith Indonesian tusineswoen and increassd Indsnesian famdliarity with Bloa
Products. The current status of the blod agreements are given below:

2sechonlovakia 127/

After protracted rogotiations, resulting from Indonssisn
relustance to inslude 1ts Mtrong® commoditles < rubber. L.
end Gopra - in the agreement to avold the 1588 of loeal curroncy
earned Lrom the normal ssle of thope commoditien, the agresment




was finally ranswed in late July 1955 for the period eading
1 July 1956. The agrosment envisaged trade in aaoh direction
of 6 millien pounds sterling, almost a 100 peroent increase
over the previous agroement. Indonesian export quotas
included 18,000 m.t. rubder, 3,000 m.t. of copra snd 500 m.t.
of ting Czach axport quotas for machinery and textiles were
significantly incressed.

Hungery 18 /

The Indonosian-Hungarian agreement was sutomatically
extanded to 30 June 1956, Under the previous agreemsnt the
largest Hungarian export quota consisted of textilss,
followsd by industrial machinery motorsycles and housshold
articles. The previous agresment pmrovided for total trads
mmmt.i:)xg to 130.5 million rupishs.{approximately $11.75
million) *

Foland 19/

The Folish agreemsnt signed 6 Beptombor 1955 for the
poriod 1 May 1955 ~ 30 April 1956 provided for total trade
of 3.6 million pounds sterling, the saxe as under the
previous agreement. It was reported that Indenesia had
refused a Folish request to raise the antiocipated lawel
of trads to 12 million pounds sterling - an aprarent reflsc~
tion of the goverrment's attitude toward bilateral agree-
wents in general and especially thoss with the Bloo, PMolish
offars of aredits and tachnical assistance and the possibility .
of direat shipping services bestwsen the two countries were
disocusssd during the negotiations, but no agreemsnt has
subsequently been conoludad on aither of thess points.
Principal Polish export quotas include textiles and machinery
(including textile machinery); Indonssian export Quotas
include 500 tons of tin, 5,000 tons of rubber and 1,500 tons
of comrae.

Communist China 20/

The agreement with Communist China was automatically
renewad for a year ending 31 July 1934 under the pro-
visions of the previous agreement. The previcus agreoment
provided for total trade of 6 million pounds sterling. An
Indonsaian trade delagation wans schsduled to depart for
China in July 1955 for the purposs of negotiating an
onlarged past providing notably for incressed taxtile
imports, but the trip was postponsd indefinitely. The
Indonesian Economic Wenistry annoumced that trade with
! Chins was running well end would continus without s new
trads agreemant,

Rumanta 21/

The Rumanian agreemont was extendsd for ons year
from 1 July 1955 The Rumanian delegation to the 3rd
International Trada Pair at Djakarta announced Rusaniats
intention of expending trade relations with Indonesia
within the framework of tha agreement,

S 1
# Unless otherwiss specifiesd, ths official exchange rate ot/mpiah/é.oe’f
has been used throughout the paper.




Bulgaria 22/

take place late in 1955 or early in 1954, will
soll cement, porcelain, textiles and elostrical products
in exchange for Indonesian agricultural products,

wsn 2y

Indonesia doss not have a trade agreement with the
USSR, In April 1956 the Soviet Ambassador Proponed the

The Indonesian Foreign Office announced in mid-June 1956 that an
Tndonesian trade delegation is expested to vistt Caeok"iad hiemnis and trade
delegations from the USSR, Hungary, Bulgaria and East Germany are expocted
in Djakarta to conduct negotiations for trade agroements., For these agroe-
monts which expire by mid-July, validity will be teaporardily extendsd pesnding
campletion of new agfemnt.a.

B. Permanent Trade Offices

Cuchouovakia, Foland, Bulgaria, and Hungary have established full-
' fledged permanent trade missions in Indonesia, while East Germany and
Rumania have had less formal representations there. One of the functions
of the trade missions apparently has been to find suitable agents or outlets,

preferably Indonesians, for the ccamoditios being offered by the Bloc countries,

8e0 Appendix A for a list of local representatives handling Bleo producte,
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Bmantan Trado Mlasion - In the labter peré'6f 1935 tne Rimantin” -

delegation to the 3rd International Trade Falr'sinouribed Plans to"ebbabiish
i
& pormanent trade office in Indonesia. 24/ In Qotober 1955 this delegation,

campossd of technologleal experts, oponed a pormand W A eplay of Rukandan’

prodhoi- - pumps, 'bo"l-comicatﬁih; uqxumt. and other machinery «- in

Djskarta whare demcnstrations are arringsd dally. 2§/
Gogh Trade Hission 28/ - A M, Polacdk Nan'Geen reposted as the
Principal officer in the Csech Trade Kisslon vhich 1s attadhed b6 e’ -

Consulate General in Djakarta. Other information has 1isted Ri Makak us'a’ " -

Coech commraial repressntative attached o the Consulate Gemepali’ '~

ﬂ\mgnrun State Iron and Machine Faotory, was reportsd en route’ $& Diskarta
in "U‘“&!’y 1955 to be Deputy Trade Commisalonar, Thomas V4lis; Herigerian
Export Managor, Hungarian Trade Comminsion, vas 1isted tn Dlakarta 4 ° -
F;Wl'.r 1955, ' : ' £ S ST S

ndon 28/ - Information 18 edi1y 1958 reparted

that the members of tho trade representation of thé' Eabt Geman Chanbei of
Poraign Trads included WALl Schild and Kindlsr (fom)e T address vas
listed as Hotel des Indes, Djakarts, cable dosighatise’ FHAVDIIDOM,

Folish Trade Mission 29/ - Information in July 1955 stated that

the pormanent Folish Commmrcial Mission maintained an offise ‘at Djalan

-9 -
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Indramaju oo 9, Diskartas In May 1956 Mioduinters Nink, a mester of the

Folish Trade Commtasion, was appointed Ohargs of the novly-ostablishod

{

{
Polish Exbaesy. {n Djakarta,

~ Commmist Ghina, emnonémdy Tosb Gerrany, Mungary, Poland and
Rumanis partfcipated in the 3rd xnummx Trade Pasr hold in Djakarta
from 18 August - 26 Septender 1955, Peland and Ravanta had cnly information
booths and East Germany exhibited um@a local agente While the Bloc
‘countriss did not dominate the Fair ae ey Bad dome in 1954, they pevertaelass

mado 4 very inpressive ehowing, The Oeschs wers the most aggressive in

publicising 'unu- oxiibis, romning a nﬁu of @u in lecal newapapers
about tha products m-&uphy. As in the past, the Bloo countriss used tin
fair for major propaganda purposes, oxhiditing their products in an effort
b0 convince Indomnﬁ they were o&pnblo-o@:mpplying Indonesian requirements
for capital end consumsr £oodn, Mm. zade by eome Indonesien officials
and businesswen indiested that Ghina, Gseohoslavakia, and Hungary had to
- soma extent suotoeded {n establishing wuch a cenvistion.
D+ Intonsifisd Advertieing |

The Moo comntniss have advartised extensively to promote sales

of their produste, Pol{eh nmw: sppearing in the Indonssian pross




o |

have mmumm trade organisations shich claim to bs abls to deliver
& wido rangs of goods including heavy capim equipnmd, ships, and motor

|
vehiclaes, 3/ The Ozech Commercial mmmhun attached to the Czech
Consulate General, tn an strort to it erost local importara in Hedan in
Ceech products, Wd to izporters & catalogus listing a wide vardety
of available m. It included machinery, vehicles and light enginsering -
Frodusts, Mnnmmm. Wdeghumdnou.ﬁ/ A
Rmnim&ltmiqnmdnmmm%m egricultnra) machinery ~
:'crasa.cru:acm, & triplaegang plow, diié-harrmundotherramequimt—
to the e;ploml of the Offics of Agriculture in Rorth Swmatra, 34/ The
Soviet Exbasey is plamning to lewnch a large-scale publishing and information

Foogren in Indonesia, 35/

- Eoonomic development has been given high priority by the government,
but Lizited financiel resources have prevented Indonesia from significently
inoreasing 1t rate’ of capital investmante Private capital has failed to
aomp;nnh for the low lavel of mrmt lmstmub. Governmental policy,
eonditioned by intenss nationalims and dir4sted st the MIndonesiantsetiont
of all cumpanies, has sought to 1imit t&o‘duomio influence of foreign
investors. smdnits fatlurs to develop a realdstis foreign investwent lav
has discouraged reinvastment as woll as new investmont by fereign capdbal.

?Qmign ald programs have besn restricted by Indonasian attitudes - g foar

-u.




of having restrictions impogad on their mouigmy uzd rroedcm of acuon

g A

and a senaitivity to forsdgn inrltwnoo. A% t.ho sm bim Indcmnu hu

I Kl o NI FAN

not had the demat-te resources and ¢qonomio inaut.utiona so mchruka an
- AN

oxtensive coomuic 'donlopmnb program withont. outcido ania?anco:
In late 1955. howaver, the Harahap Cabinet, recognising that availabls

capital in Indmoua was insufficient tor 1t.s ooonaue dwulopunt, sed up

the Foreign Imutmnt. Comaittes, headod bur the leninx Bmau Chairman,

to study possibilities of tmim capital MMM ’hl IMaunia. Pending

the enactmént of loghhtiou. 'y Gmrmnt ponay mm ‘on ronign

investasnt was Lssusd in December 1955, 36/ In prinoipls the statement

wolcomed the entrance of foreign espital, both in the form of governmont

loans as well ae private mw‘ihants.,' mmmm.nommnd to

foreign investment would be umu@u; puhﬁ;io"ﬁizum.. some small industries

muuomu; opontcd by Indmuim and indnnf-riu lmolving the seourity

of the country. But in other basic indutriu toroim mwm:'a would be -

pormitted to hold up to 49 percent of the capim m:x. nn statement

could be transferred abroad., Although those changn in roreign mnntmt
regulations would represent a considerable imovmmt, u is \un utabliohed

that foreign investors have not been strongly attracted Lo areas whers their




gapital stock ommarship has been limited to anything less than 51 peroent,
In March 1?56 the naw govermeent headed by Prime Minister Al4 Sastro-
{
midjodo took ofﬁco. Fries Yinister Al's policy statoment to Paritsmont

in April 1956 cont-aimd the following points of the government's program

for econcmds drmlomtt hv/4

» Initlation of o n.vo-you' econonmis developmnt plan:
* with wphnia Mmm of industry and

b Eleration of the Spate Plamntsig Goun
Ministry of State Flanning, aibine and
tional pebenp ;r’_

Ce mmm of investment mmmm into three
catogories;

1 - Government investuens
2 Mnu investmont (the
to give advice in t’rmm ﬁgs
. for investment and o
mnm foroign bitdon)
3~ vﬂ.hgu !:rnatmm
de Hmlngmn to receive technicsl and/or economic

aid from a Mmsmwhc&a"&u
mwponmuormuwmm

6. m@uumotmmmmmmmmwm

£, Achievement of a balenced tudgod which 4s sownd ond
provides an opportunity for mthmod davelopment

groes investment and are 1ikely to continue to be an important element in
futurs development., Government investment in tho past has consisted of
diverse projects frequantly underteken on Political grounds and often

abandoned because of mforesesn develormonts, Prime Hyndster Al4, in his

-13 -




Policy statemens, pointed out that the five-yoar economic develorment plan
(vhich was eouph.otod by the Hational Flamatng Bureau at the end of 1955
and which is I:;done:'gia’a first mbmcih Plan for econcmic development)
would prevent the various rinistrios !rcnmking independentdy of each
other with a resultant waste of snergy mdmmy, would insure completion
of a project once begun, and would mmﬁ dess important projects from
boing undertaken first, 38/

The trany budged for 1956 includes Rp. 3,686 million for capttal
expanditures, It ia generally esbimatad tint about half of this ig replacsmont
and ronewal rather than new investment, 12/ Government development expenditure

mder $ho 195 and 1955 tudgets includad Rpss 2,435 Kilion and 1,300 millien

respoctively, 40/

'

ications and social affairs, It i» hopad that the tudget, currently running

at a deficit rate othlbmimrmhounu, can be balanced in thy
first year of the plan. Fingnoing of the plan is to be offected with 1l.4
billion rupiahs from the govormment, nik_‘h:dluon rupishs from private
investment and 7.2 biliion rupishs from village intmstmont, kY »r, Djuanda,

Director of the National Flaming Bureau, has stated that the Plan is based

-~lh e
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entirely on a realistic estimete of whit: Indonesia can do with its own
resources, wi?h foreign aid or additional sources of foreign exchange peruitting
ixmhmnbntio;:‘ of projects of lower priority., Thers have besen recent indications,
however, that ont.;ida assistance will be required to financa the plan,
Djuanda mtmmlm 8 conversation with a US offiafal in mid-April his
mn:mcnt'a intention of requesting aid’ froa ths US in implementation of
the S-year plan. 42/ The Indonosian Finsnce Minister stated on 7 May that
only half of the 1956 portion of the sfyunr Plan would be covered in the
budget w;ng to a decline in anticipated tax revenuss. IxT4

The plan is schaduled to begin in 1956 and estimstes a total
government expenditure of 11,4 billien rupiahs (approximately §957 millten)
or 2.2 billion rupiahs annually (approximately $191,5 million), Of the total
1.4 billion ruph:hc of government financing, 25 percent would be appropriated
for power, 25 percent for tranaportation and commnications, 25 percent for
industry and m!.ningy, 3 percor;t for agriculture, migration and village
davelopment and 12 .;neruent. for social welfare. Acocording to estinates,
‘6 Percent of the national revenues wi.u be invested in the first five-year
Plan. For the second, third, and fourth five-year plans, amounts have been
estimated at 8.4 percent, 12 percent and. 16 percent rebppotively, and for
the period after 1975, 20 percent. 44/

The plan does not set specific tgAgets but includes three

1ists of projects in order of decreasing priority within each list., The -
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lists includet (1) speoial projects, large-scals and milti-purpose, which
are to be um‘m-w,:m by the Central Government; (2) central Frojects, large-
scale and six;glo-xmrposa, which are to be undertaken by ‘the Central Goverment;
and (3) a mmndod list of projects to be urpd upon provincial govern-
monts and privet;e entorprises, W

a. Special Projects

The National Flanning Bureau gives priority to the developaent

of olestric energy - the Asahan River Froject and the Djatiluhur Fowsr Station-

Irrigation project,

Ihe deahan Froject 46/

he Diatiluhur Project 47/

i Plans include the construstion of two dams, the
Djatiluhur Dam and the Tarum Dam on the Tiitarum River,
permitting irrigation of 300,000 additional hectares

in Java and ultizately providing for the generation

of hydroelectric energy of 350,000 kw for several
industries in West Javae It is hoped that the Djatiluhur
Damwiubeoomploudinnvnym.

Other mrojests included in this list are the iren and stesl integrated project,
the chemical and fertilizer industry and plans for the development of a

rayon industry. Although all of the special projeots are at seme stags of
vaetiw stidy, econamic Justification has not been established for all of them

and work may not be started for a number of years on those projects for wii ch

econondic justification has already been established,




I These projects include ocompletion of projects already
i

undar way, such as the cement plant at Gresik and various Government projects

in the taxtile industry.
The primary result of the agricultural projects will be to
make Indonssia self-sufficdent in food and to increase the exportation of

agricultural produse in order to aoquire foreign exchange. Frojects for the

improvemant of social sondidicns include transmigration, educatien, health,

-

and housing.
An outline of the plan is ready for submi ssion to the Cabinet
for study and the Minister of State Flanning has expressed the hope that

the bill on the first five-yosr plan would be settled in the second sesaicn

of Parliament.
Rocent dissussions have taken place on two projects inaluded

in the five-year econcmic development plan, Both of these mjccu have

3

beon given @ high priority by Mr. DJjuanda.
Steel ML) 48/

The Indonesian press has reported that work on
the conetruction of an irom and stosl 2411 in Lampeng
(South Sunatra) will be started en 1 June with the
dispatch of an 83-member expadition who will conduot
8 survey for 6} months of the region's iron ore and
linestone deposits. It has also been reported that
the State Planning Bureau will start stesl and iron
will projects in DJ Kulon in Went Java and in
Southeast Kalimantan (Borneo)s . Another expodition is
to survey the Bukitasm coal mines for the possibility
of inareasing the mines? outpute
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Urea Fertiliser Flagt 49/

Total cost of the planned 100,000 ton annual capacity
ifortilizer plant at Faleabang (Southeast Sumatre) is
“estimated to be $40 million, half of which will be pro-
,oured from foreign sowces. The advantages of the plant
inalude (1) reduction in foreign exchangs required for
impérted fertiliser; (2) loeal avallability of raw
material (mturalmwillmbablybo supplied by
STANVAC); (3) cost of planned demestic Froduct will be
about half of imported fertiliser, The Anerican Exbassy

2.

i . General economic planning is the Fesponaibility of the National
Planning Beard which is composed of the nins cabinst members mogt dircot&.y
conoerned with economic Planning and presided over by the Frime Hinister,
m-m&hmﬂmwm;uiammmnwtotwumm.h
reaponsible .tor. drafting economic plans, programs and Proposed policies.

The Director of the National Planning Bureau is Mr, §. Djuanda
and the Deputy Director is Mr. AlL Budiardjo. The part of the Bureau in
charge of planning 1s divided : into oight sections, sach sectien being

. rosponaibls for dn\(h;g Up pmns for.s certain branch of government
activities and forming an intermediary between that branch and the Hin:lltrioo‘
ooncernsd. In Ootober 1953 the Bureau for the Coordination of Poreign
Assistance and the Committes for the Coordination of Forelgn Assistance,
both previously under the HMinistry of Eoonomic Affairs, were abolished and

Coopom s 17EE

becams the Secretariat of the Interdepartumsntal Goordimtian'\c! the National
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Planning Bureau, ‘I’hg Interdepartmental Coordinaticn Comxitton, presided

over by the Dirsotor of the National Flanning Bureau and composed of

the Secrgtariss-General of th§ Ministries represented on the National

PJAnnin.g; Board, coordinates the projects of the different ministriss

for the util‘ization of the various forms of foreign technical assistace.
4 number of foreign experts, under assistance projects of the

UN, the Colombo Flan, otce, are aitached to the Bureau as advisors

and assistants under the supervision of the director. The serviceo

of thase jtoreign experts wore utilised in ths formulation of the five-

Joar plan. J.0, ¥hite Engineering Corporation, which worked under tie

Kational Flanning Bureau from June 1954 wntil April 1956 when its

-oontract was cancelled, assisted in survays of Indonesia’s economdic

needs and in’the preparation of spscific investmont projects. Three

Franch engineors have been working on the Asashan project and an Italisn

powar oxpert was attached to the Bwreau in January 1955, In June 1954

the Indonosiafz Government requested the mservices of 110 mining experts

fron caﬁada._ On 16 April 1956 the government renswed for another

three years t.l"m UN Technical Assistance Agreement under which advisors

are assigned to assist the Planning Bureau in drawing up developmant plans.

PR Pl ¢ donegian 3
In April 1954 the Indonesian Industrial Development Corporation

Ltd, wS- founded under the auepices of the Indonesian Chamber of Commerce,
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Ire Albert Marnix Loemban Tobing was designatoed General Manager under
an mmm Council composed of several officiale of the Indoneaian

{
Chanber of Comaerces The Board of Direstors consists of Ir, Djuanda
| (Chier of tho Hational Planning Bureau), Ir. Lach (a 1sading buiinessman
and tomo.r'i;univlur of Public Works) R. Iskandar Tedjasulmana (former
Minister of Labor) and the management of the Bank Industri Negara (the
state industrial development bank)e The aim of this corporation 1s to
assist 1n and to stimulate the establishment of industrial projects
in Indonesia., It effers the following servicess the preparation of
plans concerning opomt{.om, organisation, and blueprints and the
sUpply of cost data for the th of new fastories; plans for
lmprovements in operations and organigation of old fastories; induscement
of douestic and foreign capital to invest in Indonesian industries;
mediation betwoen businessmen and the Government or betwesn ssveral
industries Wming the establishment of new industrial projects
and the taoi;iution of solutions to the problenms encountered; mediation
botween Indoriesian bnninesmsn-anﬁ international agencies and between
Indonesian businesssen and foreign businessmen who are interested in

iavesting capital in Indonssiaj snd finally the establishment of

factories sien no infative ia shown by others. It is cortain that /

s

8ino-Soviet Bloc trads missions and trads representatives will make




strong offorts to win the confidence of the meabers of the Industrial

Development Corporation.
{

o b
The Departmant of Industry of the Ministry of Eoonomi o
Atfairs uintaim development and training institutes throughout
Indonesia. The Institutes arel Industrial Development Institute;
Cheical Institute; Materials Testing Institute; Laather Institute;

Textile Institute; Ceramics Institutes and Batik Ingtitute., The

Institutes? primary function: is to provids the basig engineering
facilities, services, and trained porsonnsl for ixplementing the

government's program of mw development, Their secondary

tive industriss. The UsSs through its atd Progran has besn furnishing
comodity aid to the Institutes for use in both training and development

Programs. The services of technical experts, under the UN Techni,

H

Assistance Program, have been supplied to assist in the execution of

the projects, In addition to t;he Indonesian staff, there are twenty-two
European technicians employed by the government on direct contracts

and assigned to these institutes. In view of Indonesiate lack of
Qualified and experienced technical personnel theso institutes, with

their primary enphasis on training, play an importent part in Indonesiate

sconomio dsvelopment,




oy

In May 1956 it wae reported that the Indo@uan Minister

of Rdncn?’.ion had been invited to head a delegation to the USSR to
/

study the Soviet educational syatem, 53/ It is anticipated that &
Soviet otrer}::t esslstance in the fields of technical and agrioultural .
oducation vill follow; an earlier proposal was made by Soviet Axbassador
Zhukov ror‘ & bilateral agreement for the axshange of professors and
students undar which Indonesian students could study in Russian
universities, 54/ In view of the great need for the training of
Indonestans in tachnical flelds end the lack of adequate training
facilities in Indonesia, this represents a wide area for sxploitation
by the USSR, It sceus likely that Soviet offers of training will be
acoepted by Indonesis, rartioularly in view of the Indenesian practice
of rearulting experts from a nmuber of different countries to avoid
s danger of any ons naticnality dominating the program. In view of
the importance the government attaches to the continuing placement of
foreign tochnici:ims in these institutes, it seems probable that Scviet

persoimel might be attached to nvu'al of these institutes,

B.

Since 1950 total US assistance to Indonesis has amounted
to approxinately $148 million, inaluding a $100 million Export-Inport

Bank credit made in 1950, of which $16.8 mllion remains wnallocated, 55/
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ngmbmk credits have been authorised for the tranaportadion davelop-
ment program, telecommmnications development, harbor ccastruotion, raile
road rm;g.iuawn Program, elsotrification Frogran, forest development
Progras, constriucbon/s oment plant, purchase of airaraft ang oquiment
:ndmimuuimsw Primary emphasis of the US techntcal cooperation
progran in Iz;donolin has been placed cn increasing agrieultural and
ﬁdwrinmdnat.ﬂoaandonthomuj«.ofwhlicmnlx services

and facilities for technical trainings MNoderate assistance has been
umuxmmmmﬁmwurummw
public administration,

The introduction and distridution of higher-ylelding
mmwmm.mm»mmwmwmmmw
flshing fleet have been of particular significance. Spectal malaris.
oortrol projects have been undomm with notabls success. The
University of California and Tuskeges Institute are providing technical
assistanse 1n thé ields of medicas oducation and vocatisnal training,
Facilities for technical training-include furnishing Anerican experts
to help in the development of Indoneaian Mtutiom and providing
training opportunities in the U.3. for Indonesians. 57/

The PL 480 agreement, dmodin&rchl?%,tortho sale
to Indonesia of US ewplus agricultural commodities valued at $96.7

mumnnmuanmabmwmmmutommmxnmmu
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econcmic development. 58/ The agricultural commodities covered by the

agroement are: ocotton, §36.0 million; rice, §35.8 million; f.obac@o, $15.0

i
|

milliong a).nd wheat flour, §5.0 millien. Ocean transportation wm
.pmmz;u 80 percent of the cost is estimated at $4.9 million.
Eighty p.mnt. of the rupish funds (equivalent to §77.4 million) will

be loaned to the Indoncsian Government for econcmic development purposes.
The rezmainder of the rupiah proceeds {(equivalent to §19.3 million) will
be spant by the US for market development activitiss, the purchass of

strategic matorials, defrayment of US expenses and the financing of

international educational exchange astivities.

Apart from the Netherlands lean of 1950 for $73.7 million,
assistance frow other Free World countries has been small, In 1954
the M;nister of Finance, Mr. Ong Eng Die, reportedly stated that the
governmant had obtained loans sbroad totalling Rp. 1 billion (approximately
$88 millton) — Ap 400 million (approximately $35 milllon) from France,
Rps 300 million (approximately $26 million) from West Germany and
Rp. 200 million (approximately $17.5 million) from the Netherlands. A
subsaquent Embaasy check with members of other Miseions and officials
in the Ministry of Finance revealed the status of the credits frem

these countries to be as follows: 59/

Frange - France and Indonesia reached an agreement
1.n June 1954 at the oconclusion of their trads agreement
negotiations which provided for eredite totalling 12
million francs (approximately $35 million) to be nud




SMEUTL ]

within one year and repayable over a period of 7
yoars., The credits were to be used for the pur-
chase in France of capital goods--hydroelectrio
installations, power and slectric equipment,
building equipmant, ships, mining equipmant. Ae
ot the ond of 1954 no agresmeut had been reached
on the terms for the implementation of the oredit
-and the French Govermment was bscoming impatient
and had asked the Indonesian Government to come:
to scme early conclusions or release the credit
for fiss by France in other parts of the world,

‘Wept Germany - An agreement with the Bank
Verein Westduetschland, Dusseldorf, simply pro-
vided that the Bank would oconsider requests for
oredit from Indonesia, and if the project was
considered sound and terms of credit could be
agreed upon, the Bank would grant the oredit.
The amcunt and credit terms were not stated.
There had been no specific requests submitted
to the Bank for credit as of December 1954.

- The Bank of Indchesia was
authorised by the Monetary Council on 9 April
195# to conclude a oredid mﬁ with the

NoV. Export Finanoiering Mij, the Hague, for

gpo:dn 75 millieon s (approxizately
«5 million). According to the Coxmercial
Counsolor of the Office of the High Commissioner

for the Netherlands none of the credit had been
used as of December 1954 He added that the
credit 1s to be used for projescts whiich must
have the prior approval of the Hetherlands
Governmont and can, in no sense, bes dispensed
frosly by the Indonesians as claimed by the
Hinister of Finance,

3+ FEoreign Invegtment
Failure of the Indonesian Government to provide the
necessary w:: for foreign investment--guarantess against
nationalization gnd doable taxation, settlement of land concession
rights and assurances that profits can be transferred abrosd--has
discouraged reinvestzent as well as new investaent by forsign capital.
The withdrawal of Dutch capital, primarily invested in rubber plantations,

has been most extensive, but in 1934 British and US interests aleo




ammounced their intentions of liquidating particular holdings. US
Petrolous {ntarests - Standard Vacum and Caltex - expect, bowever,
to inwn‘slmo:duuly §140 million in Indonesis over the next four
oF five years/ Monthly transfer of profits is tied to comaitoents of
";-mwméorsvo-eoammwmmumwmw .
RO

On 27 April 1956 the Indomeaian prens announced Indonesian
and Japfumn.o‘smrmmtal approval for the establishwent of o Josnt
Japandse-Indonesian National Reconstrustion Bank., ‘The bank will have

a capital of 50 million rupishs (approxteately $4.4 midlion), 49 perocent

ofmioh\dubemidodhyaannmmnmtbyMuu

Indonesian investors. The Japanese investor, Isshiwara Sangyo Coxpany,
has W»pgfd its first installment, ﬁa bank will not engage:
in foreign exchange transactions, but 1% will lend money for the
developaent of Indonesis's petroleum industry, interisisnd shipping
services, and otﬁqr industrise. §1/

In”mid-dmo 1956 a contract to finance machinery for
a rice umvmmmmmcmdammwarwmutm
wuhd betwoan the State Industrisl Bank and an Italian firm Plsllulose
Pocildon, V’Ihe mill, scheduled to open by x1d-1958, is to have an
armual capacity of 7,500 tons. A sscond State Industrial Bank project

for an asbestos vcement factory near Gresik (Bast Java) is to have
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Italian technical aid and financisl aid from New Zealand under the
Colondo plan. New Zoahnd assistance has also been reported for
Planned tasnmry and glass factories. The Indonesian foreign credits
comittes ‘h'u anncunced the contimued opportunity for capitel goods
inports under long-term credits from the Netherlands, West Germany,

France, Sweden, Italy, Csechoslovakis, the UK and the U, &/

To date the Sino-Soviet Bloc has Frovided Indonesis with
koown ‘oredits totalling spproximately $9.6 mi11ion and an estirated
§100,000 in granto—$50,000 1n equipment and $50,000 in technical
advice and travel expsneos. l'ho..‘h.rg“t oredit has been an 8.0
million credit granted by East Germany in 1955 for the construstion
of a sugar .flaotory.' 63/ The other credit - a §1.6 willion oredit
payable in 5 years at 4 percent interest - vas granted by Cxechoslo-
vakia in 1956, 4,/ Soviet Bloe grant assistance has inoluded an Zast
German donation of an sutomatic weaving machine and two kndtting |
machines which had boen exhibited-at the 1954 Djakarta Trede Fair,
nummxom by Osech techniolans of five looms ordered by Indonesia
at tho same fair, and tours of the USSR by Indenesian delegations of
Tallvaymen, industry, and agricultural officials in 1984, 64

The Bloc technical aid program in Indonesia has beon carried

outintbimtbythoknropnnhhnitn,wimﬂlyhoscm
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tndeuohonlnnkh. There are indicaticns, however, tha% the USSR
intends t? becone increasingly sotive in Indonesia, In April 1956
the Sovlci‘mon made its first concrete proposal to give Indonesia
eooncuic aid {:r davuopntnb in all fields, including agriculture
and mmm-y. ,’&/ Although the amount and type of aid, whether grant
or loan, is not yet clear, it appears that Indonesia is receptive
and in principle is prapared to accept the Seviet offer.

Frior to 1956 Bloc assistance had boen oo a small~goale,
In riw of the recent ammouncemants of the Soviet aid offor and the
conclusion of several Mq for Caech aid, it appears that the
Blos intends to participate in ﬂnbnuh'u ocononis development on
a large~scale, The poesibility of sn inereased bloc aid Frogran is
swpoerted by ?:-m Minister A1i%s policy statement made befors Farlissent
in April 1956 shortly after he toek office, The Prive ¥inister, in
sxpressing the dpaixfc to maintain good relations with the US Mwhich
ie capable and w;.lling to give aid to other countries,” added that
Indonesia was also Mlungtaul;a use of the ability and willingness
of Communist countries to give aid.%q /

1. Eask Oermany

The largest Bloc project in Indonesia to date has been

that resulting from the East Gorman contract, signed in Pebruary 1955,
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for the censtrustion of a sugar faotory in Joulmu.'(%uth Jaﬁ)i- |
The sugar factory will have a capacity ef 2,000 tons ormmr per
2), hom,:'o with an additional distillery ﬁpacity of 1,500 tone of
SPArdt datly. 63/ It has been reported that approximately X,200
hoctares o} land (about 2,765 acres) will be Planted with sugar cane
to supply the mill. m.mm-yi;tomym.ooomm.ﬁ/
The total om grindinx capacity per 2/ hours of Indonesia's sugar
factories is currently 67,527 tons. The Joglakarts faotory will
incrouo total cane grinding oapacity per 24 hours by 3 percent.
East Germany showsd an active interest in obtaining
the contract for this projest. In September 1954 Rudotf, Deputy
Chisf of KONTOR O4 (Food Installations of DIA Invest-Bxport#) was
..n@aun:&m.-.mumwmmm
t:nwuo he had mome technical knowledge about sugar fastories, 70/
During the same period Poch, ho&dottholudomdnn; Turkish, and
North Korwar seoticn of VEB INEX® vas sent to Ipdoneats to plan
the .oltahl:iqmut o.;.' sugar tkcwin; 7/ Mthough the Indonesian
Hmotanumm«dinMormwslothntm

dleiuoaudbommchedrorthcmuno:tho sugar factory

* Dia Invest-Export was established in April 1955 to facilitate the
«xport of complete {ndustrial installations and is responsidle for
contagting foreign firns and negotiating contracts, VE3 INEX was
establiched to carry out the more technical wrk of contracting
for all equipment for a given plant and to superviss the sxscution
of contracts,
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(offers had been received froa West Germany, the Kethorlands, Osecho-
slovakis and Fast Germany), information received at this time indicated
that VEB Iizxx had received the comtract throm DIA Invest-Export. 22/

In Pebruary 1955 a formal contract for the construstion
of tho,augar fewtory was signed with:Babt Germany. (Ses attachment for
a copy of tho contract) | The terms of tis contract specified that East
Gomnymustdoumthceqummuchaw.comhhthonv
sugar factory (inoluding power station, molassen-tank, sugar laboratory
and transport installation) to be put into operation on 15 August 19563
the waite sugar stage on 15 September 1956 the spirit plant on 1
April 1957; and the workshop and. foundry on 1 March 1957. 13/

xmmuuum-ormmmnmumoomorm

oquirment for the factory were listed as 2,819,549 pounds sterling
(‘mmumun $8.0 million). Installation expenses and the travel
xpenses and salaries of the Rast German tochni@hna were inoluded in
the purchase prive of the equipment. Estimtes mads of the Sotal
ocosts of conntrnqting such a factory have placed the valuo as high
as $12,0 million,

indicated at the unloading of the first shipmer
: of machinery for the faotory that 9o adllion rupiahs (approximately $7.8

Mﬂmmmemmmunuoflmw&qm)hﬁdmﬁbm
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earmarked for machinery for the faotory and that an additional &0

uillion rupishs (approxizately $5.0 =illicn) would be nesded, 74/
I
{ .
Fayment 1ntobomdohuxuma1imtannmunxm

i

the period 1956-1961 and in the following ways 75/

(a) wp to 1 Dec 2956 4 . . . 40 perosnt of the first
* * anzmal ingtaliment

0"153“19”0.000.60”?@'&%“%“!‘“

. anmaal installment
(b) on 1 Aug and
30 Sep of 1957
o, 1959, 1940, 0 peioeat of the amml
¢ ¢ o o Q

hlhl]uumtmhhut
the fixed dates

There is nothing in the terms of the contract to indicate payment will
b; made by Indonssian daliwriu‘ of sugar as has been indicated hy
000 sOUrces. The terms specify that payments made to the speoial)
socount of Q-JWMm Noten Bank thhaebeen established with the
Bank of Inmmmbomdw&atﬁmmwommu,
Indonesian produsts listed in an attachment to the contract. This
1ist includes mtnwmdwmmwm%m
mthporhnt.ormiehmmbbopmdun-

In ‘Jum or July 1955 Mre Susanto and Mr, Supari, agente
of "ajasan Credit Tani® (Peasants Credit Poundation) » Wore sent to
Bast Gormany to settle matters perbainj.ng to the purchase of the
Sugar factory equipment. 74/ In October 1955 the first shipoent of

machinery for the factory was unlosded at Surabajas 77/ An early
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Noveabsr report indicated a Folish freighter was loading parts of &
mfmtoryat.tho%ofﬂimtorwoﬁm&ntﬂemwto

i

Iamm,' 78/ Sulten Buwmo indicated that four East German enginesrs }‘ :
.oungnioa&mmamm.mmmwammwmo:
Octobormdﬂ;gtabo'wld‘ 40 technicians would be sent %0 assiat in
plant m&"\wtiw.ﬁ/ Other reports have placed the number of East
German technicians as high as 60,

Baports have been received which bave indicated that
work-on the sugar factory has bogged down. It was Teported in Ootober
1955 that production at the new Plant, originally scheduled to begin
in August, had been postponed wntil soue time in 1957, gg/ However,

" 4n the ucoadmnldobchainhrlimntinbwum%. Muw
AL, in answer.to questions on the construction of the sugar nill, replied
that work had not stoppeds He stated that, in view of the faot .that
Indonesis and East Germany have no direct cormunications and because

of the large m:imt of oapital nesded for the Project, progress has

been slow. g}/

Sugar production in Indonesia has stoadily incrensed
#inos the sar with 1955 production estimated at 850,000 m.t. conpared

with 718,000 mit. for 1954 and 619,520 met. for 1953, 83/ Domestic

consuaption requirements have almost oqm],‘gd anmual production, however.
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The following table shows Indonesials domestic consurption of white

sugar for 1950-1955; 33/

The construction of this plant falls within the government!s plans for
agricultural projects, the prirary purpodes of shich are to make Indanesia

self-sufficient in food and to incresse the exportation of agricultursl

produce in order to acguire foreign exchange.

East Germany, Ruwsania and cﬂmm have expressed
;_,Aa interest in providing toehnic;l auitm;e'tor the development of
the North SBumatra oilfields., These countries have offered to send

]

experts to exploit the ollfields, to supply petroleun equipment and to

train Indonesian personnel. 84/ Development of the North Sumatrs

0ilfields rcmn._entn a potentially receptive fisld for Bloo assistance, .
mé“i1eta1ds !m'vo been exploited only on o Limited scale by local

groups panding a deoision on uhoﬂ;or they are to be nationalised or

privately operated. Disposition of the oilfields is currently under

study by the government. North Sumatra contains rich oil dspoaits,

but any expansion by the Indonesian Government would require foreign

capital as well as foreign technicians, The loocal groups have no
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SR
capital, only limited credit, a.nd are constantly faced with finaneial
wncmlm in the operation of the instellations. 95/

" Indonesiats failure to satablish a stable petroleun
Palicy m;entl a alzable drawback fo:* :ordm investors. Under present
conditions enoh foreign firm must mho ssparats arrangements for cope
cessions, taxes and the use of foraign exchange - all of which m
subjoot to changs. 86/ The fatlure of the govermsent tolcm'ot & new
wining law has created a uriéua obstacle to foreign petroleum interests
in obt:aining and renewing concessions for devalopment of the potrolewa
resources. If Rloo offers meet Indonesists requirements, it would
ROt seem unlikely for Indonesia to acospt mcme assistance from this
quarter, Bloc willingness to train Indonesian personnel would certainly
appeal to the govermment in view of its insistence that Indoneaian |
personnel bo employed in technical and administrative pesitions in
the industey,

i

2. Qnechomlovakis

Osoch sfforts to provide technical asistance for
.Indoneeiats economic development mat uith very ume succesa in 1955.
Only one small-moale yroject, the construction of a cwmmms
fastory, was undertaken with Czach azslatence., A January 1955 artiale

in Aneta, in reporting on this Froject, indfcated most of the textile
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machinery had arrived and Osech wﬂmiohnl were assisting in the mounting
and cperation of the machinery. 27/ An Rubaesy ehoolcpup revesled the
press rchue was exaggerated; the textile machinery; ordered from Capech-
oslovalda at the 1954 Djskarta Padr, had not arvived nor hed constraction
work begun, D;ta of arrival of either the textile machinery or the
Csech technicians was not knowns g9/ Raports that Gsschoslovakia was
?v.ﬁ.m an electric power plant, a fastory for radio receivers, a
yhuuoomm Plant, and s factery for small and aediu~nised agri~
cultursl machines have not been oconfirmed,

In early April 1956, shortly after the new Indonesian
Governnent headed by Prime Minister ALL Sastrosmidiole took offise,
two agresmants providing for Ceech assistance were announced.

| An Indonesian press agenay announced that the Usech

Jovernmant had agreed to extend & credit for approximtely §le6 million
to Indoneeia, peyable in five years at 4 peroent interest. The credit
-muwwmmmunmwmmwuw.
tire factory in pjdart.a. A contract for this purposs was signed
between the Bank of Industry and the Csech ﬁm, Technoexport, $3/

Frague announced the conclusion of o second agreement
by Technosxport for the construotion of an enamslwure factory which

will turn out 750 e.omormmlnmnlonm. The Cwechs are to
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Conr

&J.im the complote squipsent inoluding an electris power station.
Cssch tephniofans will install the equipmert and train Indonesian
m..ip@osmimormemmminmummm.w
mwueq'mumummvmorwwmw
squipment, has alresdy arrived in Indonesis. $1/

Indonesian Economis Hinistry sources revealed on 13
nmutmxuncumcwwummmﬂswmmwaaauwmmnsqmguw
to the Indonestan Government wnder which credits would be granted to
Indonesia for the establishment Qr such industries as stes), cenent,
taxtiles, glass, paper and pulp and fertiliser. 92/ The Poreign Office
mmuAMam.mumuuuMenmmun-mmm
failed t5 agree in July 1955, The Exbassy has been informed that the
_umnuo:mmummmmmmeummywu
are to be reached on & projeot-to-project basis. Tho terms call for
mntmmmgumlowm.uwmmme
dtimtmdﬂubdmco}n?%ulh»ﬂlmh. The draft
euvisages the use of Umech techniolans whowe expenses will be paid
in local owrrency, 93/ The sgresaent was signed on 16 Hay and the
press reported the first sredit undse the agresment was the §1.%
dnxmowwutoumImmnumtbmummwurmmmv.my It
1s not olear if tho enamelware factory is included undar this credit

agresment or if it is a soparate deal,
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3. Rumapig

{ A Rumanisn-Indonssian agresment of August 1954 ineludsd
.M@rwmw.mm«nmmmumoram
nn.indrq;in;ouulhudwuuwmdn.w

"’mwmmssmhmaormwmom«
mDJMMwofrwmmomltmuanotsmtduona
long-tern aredit basis. momtﬂntwmhnnmmmwv
of 200-300,000 tons. 94/ Rusanian teohnicians were due o arrive in

.

January 1956 for & two-month swrvey to select a suitable site for

Rear Burabays (East Java) which is being financed by an Export-Import
. Bank loan, 93/ Antioipated production of the Oresik plant, added to
owrent production, is expected to bring 1ocal cement output olose
to present dnumh of the Idtnuuo market. Dr. Djuanda has stated
that the phntin Gresik wdl) save Indonesia approxivately 36 aillion
Pe¥ year in foreign exchange. Werwmmtm
make Indonesis self-sufficient in cement and might even supply a
surplus for export. It 2130 would have the concomitant result of
displacing Rloe W-ormnthxudomch. Over half of

Indonesiats total cament izports in the firet half of 1955 were supplied
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June 1955 approxizately 70 percant was supplied by Orechoalovakia,
8M§Wﬁm&,mmormwnwm3mw.ﬂ/
Although un!inmmcomtmmwmtmum
been nnrdgd the contract for sonstruction of this cement Plant, it

sveug ukuly that Rumanian assistance Vi1l be acoepted,

Wofwooilﬁoutmﬂxohﬂmyuhmm.a
Rumanian delegation offered to frnish modern drilling equipmsat for
mmmomzu«mu@wumuu.w To
humu'hnwmmnmtotrwubyﬂuﬂmi;utom

E

this project, but with disposition of the North Sumatre oi1fields
mmaywmmcmmtuummunmwm

Sone conorete aid offer.

Polish, Hungarian ;nd Comrmist Chiness econoaic assis-
tanoe activities in Indonesis have heen 1imited prizarily to general
offers of long-term crodits to finance Indonesian purchases of capital
£o0dss In June 1955, Comamunist Ching offered long-tern credits in the
forn of capital goods for the mmatioaotwnint. hydro-

¢lsctric installations and cocent mills. 1@/ To date no agreemants
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for the use of such oredits have been signed with any of these coumtries.
: The USSR, mml?%.udoiunrstmmtompoul
{
of economic ald to Indonesis. W Bovist Axbassador Zhukov informed
mmuwibmnmammmmMammumcm
proposal to tho Indonesian Govarnment. Zhukev commnted that the offer
was crrtotiw for any field, inoluding uticultm and indnstry. Or,
Djuanda, Direstor of the Hational Planning Bureau, stated he was unaile
todi;m.thoaomtothrntt&tumbmdommdnulml
tou;osovicterhnmumdu Govermmntal decision on acosptance
of the Bcviotortcrmm”bbmru&od,mu soons extrecmly
ualikely that the Indonesian Government, faced with s wufficisatly
. atiractive Soviet ecomomic aid yeogram, would refuss it.
,},,,,4,,:;,,’044 me’ in & 2 May presas interview, 103/ stated that
ke had informed the Indonesian Prime Minister and the Poreign Minister
that 4if the Mmmmtmld-umsamumnl
mmmnww-ewiaww-mwmm.
He Listed construction of power statisns, fertilisar fastoriss, oil
nﬁmiuornl\nimmmmntaumubhmjuum
»muon. He added that the USSR was propared to cooperate with
Indonesia in the use of atomic WIMMWu and to
mmwmmlmmzwumum. Zhukov further

mcthMuunWmmmmwormm
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schalarships to Indonesian studonts to take up specislised studies in

Russian universivios,

{
{

These projects which have besn listed by Zhukov have

an;ohﬁienbythowu Development of power has been
.Wmdby?mo&thmﬂgmmm“hth‘mwm
Flan, Coastrustion of chemical fartiliser factories has & high
Fiority becauss of its inportance for increasing food productien,
«p«hur that of rice. Disposition of the North Sumatrs oilfields
ummwnwwmmmemummzw
S£05T88 to develop these ollfields will require some type of feretgn

assistance,
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{ (Quantity in me

tric tons, except as indicatoed;
valus in thousands of US dollare)
-
Zotad from erdd
: Peroent of
Sompdity Quantity  Talwe Sankiy  Yalw
Bax silken akeine &7 .7 15 90, 0.4
gg:w yarns for mv}ﬁn:g 77 2 18 28 17.2
single, unblesched by bk, $,8N 30 3% 0.6
Cotton fabrics, stendard
“type (thous. meters) 329,77 a2 7274 1,645 2.2
YMQ. o art, m. '

Libary 224 5,033 42 a3 27
TO7AL 85,877 1,976 a3
dan=lune 1955

o , Perceiat of
341k yarns for wea 14 n 10 50 ok
Cotton yarns for J:nvfng,

single unblesched 4,689 5,825 9 13 0.2
Cotton yarns for weaving,
twisted, unblsached 1,59 2,747 b 19 07
Cotton sewing thread, on
756 1,560 b 223 1443
Yarn xd. of art, stablo ;
fibers 4,685 5,455 9 10 02
Cottomn fabrics, gtandard
type, : 3,462 4,199 2,153 2,492 593
Cotton fabries of standard
s Oother : 17,242 33,680 3,880 7904 8.2
Cotton velvet and Pluah
- Slothing materizl 35 1,525 33 102 6.7
Tabrics of art, text,
. fiders 4,912 9,114 495 1,278 129
Tulls, lace, esb, ribbony
‘narrow fabrics of cotton 65 170 s by d 10,0
Ralnaar;
gauze
mmm ciobfgtl) ‘;‘d 0 262 63 15; 8.8
Blankets and coverlets of
cotton 57h 09 62 2 16.8
Misos text, nenae 1,565 __m 8 20 1.7
TOTAL 85,523 12,12, 18,5

Bource: Bame as for Tsble 1,




Local representatiyes for bloc produsts inelude
i

Seschomloviila

I’

HoVe Oubilin Trading Co., Gunung Sshard 33

Firce 3jan and Cawp, DJl Hajan Wuruk 31

U.Ve Fd. Perintis, Djalan Perniagan 72
HeVe HASE, Djalan Djendral Sudirman

Ve Allny, Pet Jenongan

NV, Hardjasari, 34 Djalan Asses Baru
N.V, Alpim, Kramat Raja 16

HeVo Indoprom, 21 Djalan Gadjah Mada
M&m

Tchsand, Ltd, Dalan Ozpa 70

Astan Inol, Ge¥e

Hunsacy i

Pirma iutotechnicws Leideceyer, Djalan Raja

Kramat 74
BV, W. Fasar Baru 93

Rahmay
Rumandia

P.Ds Horss, Djalan DJokja 12

Bources: State, Djakarta Dep 190, 22 Sep 1955, G
State, Djakarta Dsp 635, 25 Ape 19535, ¢
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Skoda and Slavia engines.

8koda and Hotokdy Notar -
Vehicles ! T

Jawa blayoles and Roteraysloes

Shos ma g ‘fo-nb;,

Kovo printing mdu.b(wy; :

Zeteor tractors ‘ '

Chemapol Fharmaceutical -
Chemicals

Sole b for sale of
ma ohidited at
gﬁrmwuum Trade -

Bols repressntative for
the IFA auto faotory
st Germany

.

Csspel Hotorayoles
t dulbe and
Tungsram ligh an

Sole agont for textiles

3o0le agent for cement
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ﬁce Mem?dﬂdzzm - UNITED STATES G-OVE'RNMENT

To o [ DATE: 13 July 1956
FROM .

SUBJECT: Transmittal of ERA Project No. 42.1049, "Soviet Bloc and Western
Support for, Economic Development in Argentinatt

conpained therein.

2; The purpose of the study is to present the Soviet Bloc
and Western assistance to Argentina in the light of the economic
development plans under ackive consideration by the present
Government of Argentina. ’ o ’

3.
. Soviet Bloc economic
activities in Argentina, while not significant compared with
those of the Free World countries, have increased in tempo since
1953. These overtures have taken the familiar forms of substantial
offers to provide capital dsvelopment credits on easy terms. in
exchange for agricultural products.

4. The feature of the Argentine situation which commands
attention at this juncture is governmental consideration of the
recently completed economic development blueprint prepared by
Dr. Paul Prebish, one of Latin America's most competent pro-
fessional economists. The recommendations of Dr. Prebisch
contain some features of interest to private Western investors
and their governments and other features which furnish an
opportunity for competition between Bloc and Western governments
in the furtherance of long-range Argentine economic development.

] ~
5. The instant study is considered to represent an excellent
research job in that it quite adequately considers pertinent

SECRET
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{
i
materials and analyzes them in a manner consistent with the purpose
indicated above.

6. For the present, the study should go to the requestor
only. It is being reviewed for downgrading to the straight Secret
level with a view to proposing publication as a FR in the nsar
future.

. (13 Juy 1956)
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stno-’hﬂd. Bloo economie activities in Argenting, whils not significant
compared \dt.h thon of the Fres World tountries, have increased eharply
since 1953, I; 1954 the value of Argentine-Sovist Bloc trade was $173
m«wsmsuwvamm. This representod
a 300 percent increase over 1953, Mh, oorplete installadions of
industrial plants, machinery, mm«&mmﬂmm«aw
BEloa countries. Rowsvsr, thus fu?;, this type of eoonomio assistance
nas bon on a mall scale, 8incs1955 Bloo countries (the USSR and ~' ’ \\
Ceschoslovakia) Rave extended a totel of §19 million in credit to
Argentina s conpared with over $60/mi1Mon extended by the Export-Drport
Buzk alene during this perioede ' . | \
The recently intensified Bloo econoulo activities in Argemtina
are reflected in offeras to provide ¢apital goods urgently needed for
Argontinats economic dovelopment peogran in exchange for agriculiural
productda; to m-ov’idn technical asasistance} to grant lonrbem.‘low interest
credit for oapital goods purchasss, IS is quite poesibls, in view of
its large-scale forsign capitel requirements and its declining forsign
exchange position, that Argentina will leck with favor on greater Bloc
partioipation in 148 soomondo dsvelopment, This prospect is erhanced

by Bloc willingness to purchase large quntithi of agricultural and

Livestock groduads for which Arpgentina has cxperienced markeding difficulties,




Wk,
&

mm'ommémumm,ammammdemmo
|
mmmmm:umwm.tmmwmmqo:m
Peron Nsim ofpuchins mdmmnuum at the expense of agﬁ.cultml
Froducdion, meuin muintcrmionintoomiasmm, and the
buresusratts systen of governmental controls, Restriotiens and controls
mnmmm“m&ghAMWMmdminNnm
prim. toxcthor with an abeence oftcchnioal adrances have verioua],v
mdmkot%wmofmomy At the
mmmmdmmmmm-mmmmm

mmmmmumnomm;-Mamaucmmw

total exportss Avaflable exportedble Froducts are not suffictent to
sompensate tcrtﬁcriﬁpgdmndror.imns of industrial goods, pfirus
Mo:mwmummmmm‘mumamd
the davelopmont ofthoinW'Whubpmhmpumd- 3/

Fer capita produstion in Argontdna has increased oidy 3.5 percent
over the last dacads while the demard, both for domewblo consmption

and for exports, has incrsased ab & nbr-o 7apid rate, Deoestically .

mmmmmmammumumuoamauuo:

investzent capital, Externally, in spite of governmsntal offorts to




N2
;mn ‘t‘he trend, imports m«d t#porbu and inoreaped foreign indsbbedness
has rmxlted. M "
A+ Palance it Paymonte
In ‘195'5 Argentinals balands of payments deficit was an ertimated
$186 nillion n?xd the foreign trade dedfiot, $25 ={llion, The differvnce
in the tw0 13 acooutable in teres of a favorsble balance in fovisible
acoombas Net only has Avgendinats indsdtednoss under biletersl agroe-
m- (with Froa World countries) inereased but payments on relatively
short-tera {nstalinent purchases of cipltel goods conbimes bo —
The declining foreign trade postbion dm'ing the lagh decads has necessitated
a ommtm drain on Argentina's gold and forsign exchange reserves.
‘I‘hn; stood at $530 xillion ab the w2 of 1955 as coopared with £1,462
million 4n1956s &/ (Bos Table x.) ‘:‘
Thia eritioal external posttion mey be sttributed pot ondy bo
mnuqr.ummmu Még‘imummdtommpolima
to promote an gmwlm of l.gr!ml';ml and livestock production
and theredy pn:vido a greater mpplr o: exportable produsts, Yut also
wmfmmmwmmmng}mmmamtma

strengthen the country's external podiflon by reducing the relisncs on

such basdo izports as iren, stesl, pétroleun and coal. &/




Gold | ns
Dollar Balances 107.5
8terling balances S 6.8
Other Trads Agresment Currenaies 5047

' Total Assets 52347

-

bl eationy

Balances against Argentina undep trade
. ‘

~ dgresmanty with _
Gormany : 29.8
&h | Yo
France ‘lgﬁg
Ja .
Otg:s ) 34.9
Total Telo 310.6
indebtedness
" Instalinont Paywent Obligations
(wineipul Plus interest)
Dollar Obligations 31644
8terling (bligations 14.3
German Trade Agresment dollars 85.2
Other qurrencies _ é5.3
Total installment
Paymsnt obligations 418.2
‘ Total Obligations  791.8

Be  Probiech Reports

To rehabilitate its sconomy Argemtina must take immediste
steps Lo curdb the inflationary trend, improve the deteriorating
oxternal positien, and launch & progrim for increased produotion
in the agfieultural and industrial “'qzon of the sconomy, In

view of this, the Provisiona) Government, in Qgtober 1955, appointed
Dro Raul Prebisch, General Becretary for the United Nations Comuission
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:&mmm.umnnuﬁ&xom@mmmzm
uwnmgmmmmmnmam-m
.Ws;_mw. £/ In 1ate 1655 and eardy 1956 Dry Prebiec
mmc.merm-mmmmammcmm.
‘_mm.mmmmmuummmmmt
of the national econcey,

Bre Freblech stated that L4 4s mvum that production in
mum'mmﬂ%'m'mnum.m”
zopo;mtummm.crmm.y &owm,xnmtonw
%mmm«umdﬁd@m&%wam
imediate attention to increasing agrioultwal produstion, re-chameling
W,m,mmwmmmumm
oaused by inadequate powsr and transpertation facilities. The follewdng
mmo:mmmwumaammhwimmzw

1. mehdtnlﬁduxdammlicticmube

Muamof!nmduinoﬁbiw-tohmn
M'Wormswdumd facilitating the
wtmdmthmmupim goods, 11/

2. large-scals forelgn finuncial assistance should be sought

in the form of loans, investnents, mores favorable credit

ummmimm.mmm,mdmdiutobomm

pedlic and private enterprises, 13/
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3 nmumm«muwmm@mmmm
[ unwwmum;iﬁunmnnm.w
ke mmmmwm&ngmmmmlorm
~3eommmmpg§i§pmmmnmamma.
| veh showdd rematn nabimalised, 4/
4mumuwuuawnnmtmmmumammt
on:?rom)bor””a «mm thtpnolad mammamo:uom rate
otmwumwsulmb%mmmam:m
{mports of capdtal goods, Loy imports, and invisitle mdoupital‘
tmnmtmmauumw'mmm.w Recent,
_ aoctions, nm foreign Mmmn« indicate that the
mu.&mumuamnmmumumzm
investmomt, mmum,mmmmmmmmwum
ummmmso:mmmwmmmmm
mmu,tqnmmummdu.mwmmama
multilateral bvasis, ‘mcmd.on'\d,llmbahl;'aloonttmpttonmwoa
ohligations, 36/ Ammm’mmmmuu.wu
mgampmmmnm.«mt.n/ Although the
Provisional Gorernment has azmownosd thad 18 18 in fuvor of mare private

W.mmnnmuqmthhnmmbauxmmm. One

ommwmmmiammcmmupmum
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Froduation and developoent will remain in the hands of the Government, 18/

Barring any druttc Wtinmm\‘tbuwat. it seems
mmhh;stoummemum@mumtomuamw
Midoh VA1 goei” greater and sore eftidlent developmont of agriculture
mmm,l?tumamﬁ;ottb«m.mdmm
sssistanse 14 the for of credits ead davestaentes o following
Mmmmmnwmfmwmm;mmo
Pover and ‘transportation indlude specifie proposals for development
mamm'mm&mwmum
Foposals by the Argentine Govsrmasnt,

O Africultare and Livestock

mom'mm.mammmmmmmm
mw.WnMeﬁﬁqm&wmm
of the agricultural and Uvestock produstion, Expansien of indnstrial )
mmwmumz‘lwmmm
0 be mab with inaroased Argentine experts, of shich over 90 porcent
mmmmnnmm’wmmmﬂ7m
mmgm:wm-mimmmmwmm
of receipts from's large export surplus of foodstuffs sold ab coxparatively
hish prices, Bab the next five years, 1947-52, with tho exveption of
1950, wers caes of recurring deficits in trade, intensified by drought

m19mmm«m;mmmmmmtm1mm. An

-6-




mmmmmxmnnmmg:mwmﬂmmmx
and o m@s,mpmmnsa.w Eowevery the effects of roetricted agril
mm,ummmmmmmmmu
Wum-mmmmuxm.mumuunpa |

'ﬁommmmwu(@mmmmmmw
%mmmmmummmwmum |
| :mmumummuummmumormmgmm
. In accordance with reccomendations mads by Dry Prediseh, the Provistona)
mmmgvmmss.w"ﬁ;mmummm
mcﬂmﬁo@adsahnhofmr;natolﬂsw;rtwmn
of mmm pm;mtl. Ina.ddimml_. mﬁomnt sstadblished a Hational
MMM:«WWMMa@u:
inm-imtmmdunnm.w mmnmmm&wto &give
groster abtenticn 8 agricxitare m:.mm Peodestion along with favorable
wouther oonditdons during the latter pard of 1955 have considerahly brightened
mmmmmnwnmmwmmmm19ss.w
| D¢ Indusbry and Miping | .
Klthough rmae;umltmﬁdagm&ruwa. Argontinaty

industrial scetor has aleo ruffered ingdequate dtww&. Oross demsetis

-1-
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upimmlammhnm'miamtm;aamma
unwmmmmbmmamummmmw
meat {n transportatden, pows, &4 WoBh marutastering (ndustries, 23/

mmmmsmuumammmmo:mwa
Mummmmmwmomumsu
e bessiie, I3 pertiedier, oy Wphasise the pevd te develop the
m-mamwm,mmm«umu |
mmmn,mmm«;muy Ty @pasies the nesd for
mu.mmmmmmw 3Y Ous of the chis?
ebstecles 19 Argeatinale fndestrial grovid, hovever, has been the Lack
nfmovmrynaimmdmtw. Raw matarials resouraes such
8 Petralem, ron and ool have nok Woon explofted wutfiotantly snd
mpmu-:o:wmunchmmiuhwmnwwu
mmvnwﬂwmmtmmummmmws
inports, um'-mnmaummmmm
‘MxmmnMMdmmmmo&/

1. PeArolow

Prodbadly the most ioporbant dnmediate profoct 1a the develop-

mummmumu ‘?hamata;petrohmm )
£ wlth the dntustrialisstion and e rapdly dncressing population
of the comntry, 3%/ mamr«msmuhmummmmmmum




rate of 5.1 millica tons anmselly
1959 8/ Imperts of pstrolewa gt
Argeniinate total dmporte. g8/ mmwm #ources of thess imporia

&0 the Dutch West Indise, Veoesuelsy Kuwait, and sho UssR, 8/

Wm about 20 porasnt of

devodopasnt rights to Yaeimientes Wma Fincales (YPF), the

state m&'pctrolm. snterprise, w “Howsvor, in commcf with

Bre Preddachls resossendation mtmmm davelopuent be carrss 4

0wt With the #td of forelen finsnolsl asietancs, the governmsmt has
auneunoed thA;m aeupanies mxy Cbatubuk to the devslopmant
through $he construction of pApsiines, the salo of equipmcat and
materiale under dsferred payaant t«am, the drilling of 011 wells on

a contract basis, and the mtuipguen in expaunsion ao_thith; covering
ST Phave of the indurtey wnder a mired forsign-Argentine state oxned
company forauls. ‘:;/ The arsas innlm in ewrent and future petmloﬁ
davoloprant pzmgnummuw the berritory of Hewquen, the
Patagenia reglon in southern Argeniing, and the Salta, Hendosa and

32/
Buenos Alres Provingss. mwmmzumimrum to

bogin construotion of Hpolines in tha Salta, = Hahdoza and Busnos Adres,




frovinces, mumm&,mﬁa&m«mmdma
mmmtomm-mmmﬂmmusmmmmm
ctpmnm.mm.mﬁmmm 33/ Re also annvunced
thntthuomfvrbidamdhmtnmﬂom&moounnuin
the Mama.aj The following profscts amd their estimated costs
wore outlineds amummo@?mwmmum, mniuion;
en 041 pipeline from Cewpo Dursn um loranzo, §24 milllon) a pipelins
mmumm.muﬁim;nmmmm:mn
cmm.mm;mmmmmmﬁmynwmam
mmmmuruma,mumwnmmuum,nmmnm
a lubricating of) plant, &mmﬁj:-'i detridution Plant end equipment,
ssummmnmuymmmumtmmmnnm It ¢
«ummsmmmammtmamuhmmawm
mmmmmzumm:mr‘munm. Bids woro requested
by 15 May 1956, 35/ The Minister ¥ads 40 eloar that control of these
devolopment w;o:aota would b in mhm of IFP snd thad no payment
in petrolewm or in concessicn rmba-"'mu be considered. 36/
2. Zyon and Steel |

mmmh—:@.mwmwmm
A*gentinas Kevortheloss, soms M&iahm been made in recent yoars
to develop existing domestic rovources, particwlarly iron. In 1955,

mmmmammmmmmeplmrcrmdmutm

ulo.
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mmmumm#MMMmmouﬂ Plens
to exparid the produstion ab tuts plaad fo 165,000 woms a year by 1957
wmm.nw"mw@mmmmpmmr
mmger?;zﬁmnttorbunmaa,ampimm;mu
plant, ‘tboirvntd.nba mmudint‘o ste0l end proceseed ab a rolling
=41l ab the sams location. 37/ Axiﬁoerm:nn,bem;g,unpom
whwsmwm;@mmm.mm
farnecss 38/ Baveral projeste mbmx Flanned with the pertiaipaticn
orﬁsnmmmuxmmmw»o:mm@sm:
s@«lmuatmmdomaamsi&iqmmmaormW Mres
end Sente Pe. 33/ nmmm«jﬁe&mmwwm
mmm,nmmmmmmmmmmmmn
at fan Ricoles. mmmu%muauamnu
m«m.oaauMomwmtmmm.wmm
mi1ion, mmuwmé&mmmwnm
mmu-.,iwm@@,u,mmmumm
opan-hearth stesd aking facilities, a blocmlng end bllet mid, a
wmmmwm'm.u;awmum-mmmm
of plats, strip, sheet and Sinplaves HY/
3o Gomd
Mmthmthowmmhasbwnmrﬁngmtho

dovolopmant of coal deposits 4n Argetitina, particularly a% Rio Twrbio

-n‘a




t0 %0 3 Mgk as 370,000,000 tana, S!umr, after 20 years the mines are
Suprlying only 50,000 tons of coal & s s dow production rate
mbmtbt‘;muommmmmmxma.

and um&;f' dirticultien, 41/ rua «xpected that with large-soale
mnmm, mmmuem-nmag;ﬂm wiich Ozeshoalovakis has
Wmummcs,mummmx,mmmm

year By 1959. 74

of electrieal.povers AY Drovenin ia ese sostors wileh now

uﬂmlymumommnmmm Turther advances
mm«mm;wmmmm:mm
asaistange, |

Ia Ml 1935, the Gévmaa Anmuguratod a 315-year highway
Wmmwmﬁmrwmmmummm
meoMaﬂﬁmmIMwam. and 3 branches
ot&o?m&mﬂmnmwijaMJﬂ&nwm
countries (Parmv.eh!hmdaouﬁt)o Athough the government intends

to carry omd construction on thoss profests without the aid of foreign

-~12 .
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CoRPardesy 1% 8 esiinated thab ossn 85 M1140n worth of machinery
V11 be/required rom sbrost, A4/ T reilresd Sranspertetion the lack
u%morwﬁmmxumm
ummuwm.w In Harah 19358, the Mimtister
MWWMMM%iMMMm,&O
mmwm(mwmm). m.ooa freighd eurs, stesn-locometives
mn.mmmammm«mwwtmmm
&4 road Line, mwmhmmvaawmdmmt
muwmwumm Awmo:uxnmmmua
muumm-mrmmmmuam.w In the long-run,
Flens for expansisn of the sieel wlls ad Rosario end Ban Hicolas wuteh
WWM“M@"SW#WMW

Thers has bew very 14410 progress in the last ben yeers in
Argentinats #NMGMM-'W The serious shortage of eleatyic
W.udm;dhhmm,mmmthmm,hmofm
mmﬁmﬁmwmmw Dre Prebisch has proposed
Ammarmmmtotomomrinmmuuwmmd
mmmuumzouwmmm;umwmw

1¢ Hoameren of fmmdiate offech

4. To hasten the oonstrustion of transzdenion linen from

mmmmummms
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be o fapert small powth Umits for rapld tnsballation

To hasten construstion of new projécts in tho imterior

G

i

! :

ds ﬁmmmanmm

and conmest 1% to Sen Mioolas,

..:mm«mmg}magmmwmm
ot 1959

b bmvm%ummmmu

% To xaks sdditional Litge trvestasnte

& To construct & new 300,000 Klovstt therm-electric

&4 Study of the Salto Grsade Project

b. Study of possible éﬂllomnt of pawer in tho Parana basin
0. wo:mmmummmmmm
«v-&mwm‘-ﬁy
mtmnqnmauﬁoomnmmwbm
announead, mnr.hml%ﬁthRmrm
Rotaris jlant witeh hed besn the projerty of tho fim, Sofina, repre-

eonting Balgiws end Swiss interests, ‘!ho lcwm’n franchise u;zind

-u,-
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40 2952 and since that date has been $parabing en & provisional extension
of the franchise. 51/ mmmmmuamw
mmummwmm.mmmwumw

mmummmummmummmmwmm.w

mmuwmnummmmm.u
wﬂmmummmamnmmmmm :
fwiuommc&mumﬁm Frior to 1949, foreign investuent

sooounted for @ bulk of capdtel fommatien. Howsver, the ebeence of

dizoouraged wiuutmimw.w As a consoquenga, Argentina
mw’wmummmmmmmmmm
capdtal goods imports. %4/ mmumtmwmmm_

Wmmntmsm‘mmmummmmm

governmant policiss tesard labor and inflation, 55/ Mthough the

mﬁmefatnonnﬂthﬂohfomiganwMenm

-u.




ormmmmwmwmmmmumm
persite for the fxpoctetion of mechinsty as well as other goods ave
#8211 roquired. szmw'&ammmmmss
wmamummamm#bmmmmmo:mm
mmm(mu»mmmimmumummmm>
A€ the dnvostoents produce goods tHa¥ how sust be faorted or that
ould be eparteds 54/ mm,mwmmmaom,
Mmmammum'%nmumm

e United States mm Britain have by far the
xmmummmnm A Central
'mwuamwcmsswfﬁgsm«mmmm
investesnt in Apgentina, LT smm investors scoomnted for 25 percent
end Bribiehr fmvestors for 20 percedts Th remainder incluted imvostonts
fmm,m.:mmmn@ma.ﬂ/ Only a relatively |
‘mmmtummmnmmﬁamm«muzmmmm—
mmuawmmwmmm-w 1%
ummw.mm@gwrmmmmm
eente original tnvestuent while ﬂuoﬁm’ half ropresents reinvested
Frofite. 59/

2. gradite
Argentinate overseas ohligations on relatively short-tora

mnmmsum&mmmaumm. In the




O !

Past 10 Fears most of the foreign oapltel obbatnod by Argembios hes
beon n & eredit rather than en a lgngetern invertment baske. At the
bogianing of 1958 Argamiina's mnwumm obligations (principal
pl#am»nu»mmm%y)mwmaam.
ksmmno:meamunmgiﬁaummm.w By
thamdcfl?’}.WMMMMMhMRM
Mu‘mtamn»qgﬁdumnmmm.g/
AWMummum%'wuwummm
mmw mzm.mm;@unmmmumw'
mémwm'ummw.w Priveipal itens purchased
on thene oredits {ndlude Selephone équipmemt, locerative, sgriculiural
el osmar mevutaeturing nashlinsy, mining equigmont, oi) f1n1d

Foxt to the United Btabes, Wast Gemmany 4s Argentinats
largsst orediter. mﬁmmmﬂh&uswalocmm-
isted s of the begianing of 1955, 48/

In order to carry out 4ts econculs dovelopmont plsas
Argentina will find A8 nocessary to B40ure additional lerge-soate
Sredits froa adrosd, mmm‘mwmemrmmu
Serass An irgeatine sission has beea pemt to Brvops on a prelimtnary
Mt»wmmmumemw.manmvmmmmu,

thammmbotdcfmdmnt,m, and the extension of crodits

-




OROTIL. |

fwkmmmmmarcmmm‘ A sigeion has also besn sent

mmhmmmmkmhnwi&hhmum' As of 30 June
193&%%MMMMAM&%W

emccmted t9 some 19043 mtdden (00 Tadde 13).

Hoore~HeCor- Harbor

mack Sehe Barges 1944~58 mno 51.2 L
Convortiva

of Arg. Pollar o

Banks Btoenge 1950-63 185,;000.0 TT4175.9 3

APge¢ Beds or tung-
sten A&

sulpinr  190-58 © 5,600.0 3,750.0 4
Zocledad Gongtruo-
;Ma © %4on of
g OB 195677 60,0000  60,000.0 5
National
Le2d Cos Hining
Sehe Bgdp.  1955-58 733 723 _ 5
TOTAL 190,282,  60,072.3 80,9771




SERRET

An sgresmant for the c&onumumm signed 27 Fedruary

1958, mmawmmmmsnmmmmmm-

oxporte of cquipmms, mterdals, oid Wehnical services to Argontina

M3 heve oa ovrall oot af $258 OMon. The Export-Tnport Bask

Mﬁqintmwmnpto&mﬁgﬁtmnmalramm
wumhmmmmma;@fa'
mwmumaﬁ\mwmsumucmm
wu.:mummmwmmswwm
mwmm&mmtmmwmm.
mwwmﬁmmtmmmmmcbmwmm
rcradmlmmumtommuyu &/
B. from the Soviey Hleq

numuhnm,uﬂ.&«mmmmm
m.maxummmmn%mumw'mnm
tmmutmumtmtc@hmmmm«zm
countries. This prospect is m&h Rec inbenstinucmm;largo
Guantities of irgentinate agrisultural and lMvestock products. In 1954,

mmuammmmo:mmtmm

# 1955 wae a for sumoar ocrups in tina and the worst
' in recent tiuos mm@m
dmm.mmoteﬁueomkmtho

-19 -
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MM‘@MMMM«M@M”&Mm, lnsged
odl, q?amm extracs, and cannad moad exporte. 70/

f s far, howsver, actual m« Koo ¢redits and tochnical
anststenco 'te Argintina have been sagldgtile. Orechionlovakia has be
by fur, ﬂn Bt aotive Blee mtaoﬁ’mtna sconemie eeedstance,

A1though the TaSE Bas dtsplayed AnePasting intorosd, foms imtera

om«mhumm.mmwuwmmmm
mm;m«nwwmmwmmmmrma

erodits or tecunisal s6rvicon,

Wmmmzmmm by Sovist Premter
Mm,ummmmﬂuhmwmnw
matmmumwuuwm_nanmmwmms
w»u«m@mmum&gmmmmmm
‘fmm ol slectric powor, mw,wn, end egriculture, 73/
To date mmmm-c}ﬁhuuwadmmm

havs bean relatively insignificsns. Indloations are, bowerer, that
i4

# A Bpanish lengusgs Mews Magaxine Flahed in Bow York for Latin Amsrica

sm-




8 o ba™ & dally oapactty of 4,000 tems, 4a estizatod at neardy ga.)

mius,m,w:ahwmttmmmm:eobou £ollowss 20 parcent

ahimg&cweatoromh Partial dadivery; mmzmnﬁmc‘q«dmm

1am1m°mntm;lsmmmnbmml9ﬂ9;l5momm




nwmmmmaam 196, Delivey of the
mi::m? uummwwxﬁww Credits extended for thie
m:m@uumwmm:&msmmmmom
A WMM. Acmfgmmmmnm. 16 4s
mmw;wmumﬁgmnwmmm
officialss T/ nummnmé.-WNtmmmMa
Wmmm@wmmmnmum
gettdng the contrach over mmsmm United States, Fronch and
Wost' Germsn enterprises. 78/ E

One of the most recent mtomg in Cesch econcmic
activities in Aogentioa fu the eale 6f 60 emald Czech transport airoraft .
to Argontina in Fobruary 1956, Tobsl cost of the planes estimated to
hcwnolﬁm.hwhf%dmsmmﬂb. Four
of the planes, scceepantied by cum‘Wm perponnal, have already
been sdipped. mcmamma&u«mmwm
mmw;xcmm:ﬂnmmmmmm inﬁ’abc;a
1956 for the obisod of studying machiinery requirements for sugar [roduction
and rallroad activities but there hive been no known offers to date. 5o/

Ahwough no contracts hmtmm canoluded, the USSR has
ammmmamdmmammmnmmmm
Frogram Amww‘i;mhh;w oftered to

. mlymummumamm@dmpnm'mmmm

uu-




AN

steed eshests for pipelins construction on favorable oredit terms. £/

Tis offfer, however, did not coms f-Ehs fors of a formal written bid,
m«haénbgmmmamw&mmum@mm
fron British, Prench, United mm,mwmumw Armrnae=
m-,mwmm«m&i&nmmuwmwm

for bids en the pipeline mnmma p:m, indicate that Argentina
mahmwmmmm"ﬂ«mmnuméwm, .
oven froa the Soviet Hloo. 8/ Maftmo:uwmmunm,
M;ammmmmjswmnmAcmm.mpmm,'w
snbire railwsy elostrification systéns, olostria locomotives, These
oﬁmmmummm&-&ﬁmmtammmmg@ |

the instellations, 83/ In 1936, thers have been incressing indlestions |

o:a'mmwquMumﬁwmmmm
4 end supplies uvader generous terms, mmhhmclaomsgow

mtwm:mmmtomuﬁw peracrnel on Soviet

oquipment, spooifically road-graderdy Mo in Argentina. 86/

mmwam&mmd;mmozmux9x

providen for sending Rungarian temmm to aid in the installation

and gervicdng of Mungarian oqdmnt.w Aungarian aotdvities in

late 1955 and 1956 have inclunded uad‘hu tochniciana to Argentina in

sonnection with the servining of Gans diesel ratlroad cars, £8/ supplying

‘n*.




Plans and equipswnt to Argenting £o2¥ &n oxygen factery, £9/ and offoring
¢omel-edeatrds power plants for paifse and 1and trxmsportation ant
stationaly pover plamd use. 90/

modern daities, 9/ Pridantly mnmumu Bave mob boen met xs

mumwmmummm»wmm
ruuorms. In 1958, Mwm»mmmzm
m%u&m_ommwummasm -

matmmuunmcmummmmsmeaammma

to offer coad mining, road mﬂrwuon. power station, chenieal, and

‘m- Poligh~Argentine m agreemant of January 1955 provides
that Mmdtmuuu mmﬂmﬁdm«umﬁmm
mmmzmmmmmmm«wwmutmu
the arrangement, 93/

2. Aema A4

To date there have been 9 Bloc aras shipmants to Argembina.
Recond Cpech end Soviet offers of aniur.r airaraft to Argentina have '

5. ’

not resulted in any centrache. IV

3. Gredits
mwmm, Czechoslovakia, Foland and

-2
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the mmmnmmmmghmmmz.wmm
mmhwnqmwl. Yor the most part, these
Muhnmmmnm.

[

mmwmmsammmn. of a $30 eillton

maswwmm-@&umw. o4l drilling
oquipmont,. transportation equipmand, ammtwu equipment, and power
Plaats represuts the Sirst stgniflosst Soviet Bloo effer of econoais
ummuoamworuomw.»‘iy This credit does not seem

to hav been ubdlised, (n part this vy be due to the fact that an |
mtmumwmmtn@u%mmmtw
ormedwuorlwmwmmm)w In Kay 1955 the

mmmmmmmu»mum Soviet offers of railway

eh%tmmmmwmm&msmmm
ﬁmmlﬂsmyhlﬁhm&natw;tommmkmm:'
sone of this credit, Ia1956,tbomhumnkm8amcom4
aﬂmtoem@itc«onﬁo relations with Avgentina, In Aprdd 1956,
Sovist ..t:wa Mbtm called on Argenting officials in Busnos
Alros, ot shich tixe tacyzmn;u'eammafsmn machinery and
mm;«mummyum;ﬁéwmnm
mofmmmmmmmmﬂnmn;mt
interost, 7/ mummmammw.mmm

of Y¥r, mmm«m«xm,umummoum

-z"




o trpuntioa for purcheses of expttal goods. Some £24 mllten of this
matﬁnmwmm;mofm«qumtm.m«m
mwmwmmm. It 48 not known whether
atmcmmnum mjocuiamummbehuﬁumudmm
'ehumm,awuummrommomaammmm
umwmsmwmsmmmuuw
@5 alllon provision,

The Polish~Argentine M momt of January 1955, wiile
mmmmemammmw«mmmu
Argonhina on eredis, MMmumi‘Memm. As yot there
hao boen 1o evidencs of any Polin redit to Argembina,

East Gormany has Wdhm aredita for purchases of
equipnent for Argentina'e sugar industyy and has indieatod its willingness

umm@mmaummmmmmham- As yot no

- -




Argsatins 19 the lergost Latin imarfosn trader with the Sino-

w8 80 bigh, or hgher, than the 1985 Tevel,
mummu»mmuwﬁmmmorm.
Mwmmwmmmmj@?uuzmmmwn
approxcimgtely $83 nd22ion, m;mmu six mouths of 1953, howaver,
the reverss ms true. 'Mm@wwmmwm. 58 pervent
hi@er%mi@wtththemé&daéﬁl?%,mamwmw
at azs.ﬁﬁiuim,mzyabmiaweraw-mmcmmod
in 1984, WWmMMi,MMWoH somevhat

mmu»wumm.




SEGRET

‘mohmhmuumwmnmmuwmmmu

1954 and 2955 1 hiefly o remas of & oonsldersdle incrwass in
i

trado with the USSR and Poland, Trads with those tws ocemtries in
19M0;MWW&MW£&WW3“
umm;-wmmnmmme; Trada with Osechoalovakis,
am;mm,mmmmég&mmzmmmxm
mmmmmm«mmm. Trads with Aldanis,
mmmmmammmma

nnmummuumg;mpmwm o
mnw”.wmm%mmmxumm
.»mwmmmmnnmméummnmmmns)nma

73 #4134en tn 295h, Deports tn 195:. totalled adout $34.7 millfon and

exporta were: abowd 3644 milliien, MJ.Mmrr statistics indtcate
mtmmﬁrnhmotmskmmmmmum
snwnmummeeamnmmmmmmm
ot 195k, mumumutomtr«.mmmmnzamwpwm
mumummm:msmpmu Iaports in the first half of
1955 wore valwed at $20.8 mnmmmx. increass ovor the
%JMW“%M&W!\%& |

Argentivate trade with Polend, seoond largest Bloo trading

Partnor, reached a 1evel of almost §43 million &n 1954 a8 coopared with

@ ‘B:d.a rercopints Argend ‘mcrh enly. UBSR exporta wnder
agresamnt &d not hegin mu Jamary 1954, 29/




umu;mmmwmumg. nm—uznmawm&a.
ummmmmm-mmmum mmmw
| 0:1955, Mmummmmmwmmmmz
mmamumummdmm.émummmmmr

l

of 2954, A8 was the camo in R prittn=UBSR trode in 1935, imports
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lommm

Argontinats exparts to the Sino-Soviet Bloe in 1984

i
{

and 1953 were oomposed entirely of micunml and Uvestook products,
Hi&hm,wdmuw.mwmtmthwmﬁmu
Argontinate mortatothonoo,MdMMJ #illion, 820,44
-im«:md m.nunmmumy. Other exports, in quantitative
m.mmmm.mmmmwmamou..
ol and butten

Tn 1954, Argentioe exported to the USSR £16.5 mttiton
mta&mt. w.zmammo‘f?m 845 =124en vorty of
um«m.mam&mzmmummmmmm
extiract, mmmwmmmmmmmmms}
trado agreements Statisties for mtgmwamsm that, in
mumwmunmm.meuﬁzaw“z,mmmm
mm.zum@mdmu&*mmms. Ko ubter or
mmmmmmwmmm

mwwe&mmNmorm(mm
and rye)g w.sm«muwzcxsumonmorm;m
mumtso:msmqmmmmammmmmmm
Caschoslovakia, the third largest Heo tradsr with frgentina, ixported

graing (vheat and. cern), wool, hidvi, ®oab and Quodracho extract valved

-n-




8% 053 mdden, 2.4 m2240m, u.vfii&m. 8.5 =f1len eng $0,5
nmioy nmctmh- Rengary mhwnh imported chiefly hides,
minaméqmmmwmmmmmmmmm
extraot, |

Argendinate ngjon twba fron the Sino-Soviet Bloc
wore ¢Tude materials, sdnerals u:amnmw £00ds, such ar oemont
end 1ron end steel produsts, Maf those comodities 1n 2964

Mmmmfswmuwﬁiimammmm

and otee) Mﬂt; $23.2 amm; 6‘0!1, 813 Riniaa; cameut, $9,6
Bﬂlicm ¥ood, £5.7 xd1340on; MM, $7+9 militon; tracters,

mllton, w;mm;otmehxacy, mmm,mmofmmm
nd il6,émmetnidngmm.'malaoimmd. Over 99

pergent of Argontinafs Dsports from Podand in 1954 conmisted of coal

-3 -




atmen&m snd transportetion W@umumuwsa Crechom
ummeu.&uu@lémotmﬂm. and Hmgary
w%emm«Wmm-mW Imports
fron Rusanta ocnststed entirely ome *ideh socmntod to 46,5

$5e4 2200 tn the Pirsd aix mmso: 1955,

N







mmmmmuamﬂmnmumms For the
.mm,mmsuum&igﬁmumpmuum

Iresziine oxperta to the Hoos mmmamemmnmm
thaty ab the end of 2954, wm&-M:mmm wder

indebladness was a0owmlated prior to 1954,

manm«:«nmmaormungmmmm




............

comitamts, as were deliveries of m shset dvon, pipe, teansportation

Squimont and petrolevs and mining shulpmonts A8 the same tine, Soviet
pie

ano!nmodememmwmmmot
comjtmante, and deltvertes of nmammmm the established quota.
m&m«mmzm%umsummhm.
stebisties for the f1rmb half of tho year indtoste that the Soviets
mmmammﬂ?pwmwm equip-
st and {ron end stoets i

Prelizinery statistics M"t&a‘mwu the yoar indicate
that Gescholovakia and Argmbina Ewbibly d14 not most thelr sxport
ccnmitments 4n 1955, Onder the ey 1955 sgrooment and o mibsidisry
meammm‘»ﬁmwmummmwm
mum@amzm-,%mm.w Rivough far
medingﬁrmﬁin:mﬁadnﬂagﬁh”ﬂod, Gsech exports through
mms.mbomy@mmo:mwmuonmm.
0mdmmddimmumom'@nmgottrmmm1
Froduotes Only @ sdllen of the comtitted $14 mllien worth of these
* USSR deliveries under the agreemsnt did not begin until January 54, but

Argentina exported some $11.3 million worth of products in the last
months of 1953, -3




Ma. w.w«rmmwumammm
maumum@mmmnu.w aly gome £1.5
um”mzuorm.mmmummmmumww
end of June 1983, mammwm.mmmme
cmum&mu%wwMMmmz
MMNMMM. mmmwoormu
uam:amao:mmawumdm. aredit for equipment for "
ammmmmmum.w

mm«knmmqaaﬁa #9t by & Jamuary 1955 agroswsnt
wnm‘bablytuuyi&phmwdwmmdotmm Trade between
mummu«omlmmmnmm " Although the
Central Bank reported that mumﬁ;mmmmummbym
ss.smnumanmenaenm,m‘amdobzmimmam
Previons yeabs. A proviston in nn JM 1955 agreement that Poland
facilitate the export of capim‘m;&;ﬁohmﬂimmmmndlmt

rayment basis has apparently G Yeen implemented.

Atthc!ndofnﬁ.ﬂmsuf;hﬂalugedemm&genm
amomnting to §12,4 =ildion, mm.mm to reduce the dsbt
2 & barter agroment stgned 1n Aprtl 2954, Whdch ot pulated that
"ﬂmwmort%nwummtaémmmmmmm

SXorts Valued ot #2450 eillion, Thé ixbalance (8125 militon) xae

-3 -




t0 be ueed to roduce the dabts mmyum the Hugarisns failed to
fulfdl) their trade ccmuituments tch‘xmﬁm. bub sowe of thoir dodiverios
hanmtémtobodotwun. ﬁ'&abﬁmrcpnrmusab 26 Rungarian
radluay oars delivored to Argenting by the Gans firm were dafoctive ard
Bumanis 4s the cnly Bloo éuktey, vhih, at the ond of 1954,
had & SUght export surplus in mf% with Argontine. Rwmentan
oxporte cousisted ontirely of Mimts. Indications are that
in 3955 Rmmants agatn had an mmm
u.m was 50 formal tr;@mmms betwoen the IR and
irgentina entil Septexber 1954, Centesd Bank figwres did not show the
- otatva of Xast Cermany's trade with Armm By June 1955, two

ronths bofore “the expiration of mm agreement, no trade had boen

reported between themse two countries,

Bim«Soviet.B;ae overtures to mmxm bave boen focused
prizarily on oxpsnding trade. Kot oaly are the Bloo countries willing
to take ammt.mi and nustook‘wun, Qredracho oxtrach 227/,
wol 108/, linsesd oil, cheess, budtes and hides 103/ for vhich Argerting
has hed minor marketing difficaltiss, but they are willing to export

to Argentina eapdtsl goods to asd in Argemtinate economic development.

~38 -




 eUTiL |

Sinoe Hovesbor 1954, trade delegatitns and missions from Comundst China,
the GDR, Bulgaria, Orechoslovakia, Foland and the U35R have visited
irgeating to dlecuss the expansion of trads. In May 1955 mrﬁssa
m@mmgmmumwmwsmhum Adpes in an attempd
to m«mm Argenbines 1n m«sequmm. Recess Bloo trade
mmﬁo)&m&iubmb«nwumnmnum
mmmmmumuwmmmmmm/

mummmuwmm@&ﬁmnmunm

the decestralisation ef forelgn trads

trading organisation, IAPI. 111/

In 1935, mmmnatmwummun«
sountriso--Oevchonlovekia, M.W,Mmd,kmuamnmm—

snvicaging a total Svade turmover of gver $24) million, (See Table ¥)




nowmﬂmdmﬁcimiﬂimotmﬁumummd

mumus;mwmmmu&ﬁu. The agreemand, tha first

§
ever negotiated betwren the USSR and @ ladin iwerisen country, jrovided

turmmm‘u.li"trwo turnever of 19 millien——£60 mllion cach say, a
330m§mswmmmawmmrwmmnfsoms
mm@mh,mmwwumwm»m“mm.
of Goviet equipment, 102/ mm.-wmmmwm
m&mwammtuﬁho‘m.im&mﬂmmvam«
wit the Bloc. mm«msm@mmmmxmmmw;
19§5mnmmm1MMWWM§. Tia protocol
mammmmemmm&moonmoixmmmwnn
1955 and reduced the wmutilined $30 Aillisn oredit provision in the
1953Weounmm. W&msmsmum
qmmumwmwmwmmmwammmmm
mmuofmmmimm5nmmmmeqmumm
potroleua equirgent, deletion of coal from the list, znd the addition
of speaial steals, alvmimum, unmamdpiﬁ wood e

A 3—yaar Opsch-frgentine trady agreoment signed in January
1955, 18 the second lavgest trade agrosmsnt batwoen Argentina and a
Soviet Bloo cowatry. Cuechoslovakis snd Argontina have tnditm

traded undar bilateral trading srrangements. Howsver, the 1955-58

- »_h:o-
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agrooaemt nagotiated afler the expdation of a 1952 agreemsnt in Deoesber
wsa.sh.mnmaummmmmﬁmma. The
n«w;mwm«uw-.mnuﬁtummw
wnummmmm«upmxm A% the same time, a subsidiary
Wrmm\m.wmﬁémmmdwm
mmmmmnmmcr{ghwmmunzmm
$5w1mme:mmumm medifmmou'utobemd
gm@cmmmaumi;nﬁmmammawmm.s
etliion a8 the end of 29500

Amwwmmﬁ&nmm«mnxmm
1952, slgned tn Jammary 1955, wwmmaw.amm-
24,7 million eath say-~in 1953+ Thik reprosemted & sligint Lnoroase
qum“mwm&ﬁ&. This agreszent, 1iks shooe
megutiatod with the U2SE and CrechoslovaXis, xads provision for Avgen-
mmwogommmmn'_‘wwmbw.

Mungary and Argsntina signid a Dew three year \rade agroemomt
In Augast 1953 to replace the preriots agresmsnt of Jily 1948 vhich
expired 4n Decesbar 1952, Mamutammem
tmnrbwgﬂamrmurtcrm#mﬁnu. Helf of Bungary's
mﬂam&r%mmﬁm%mawesmwmw

Argeatina which stecd gt'm& milldon st the end af 1954, On 22 Aprfl

":l@'
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xm;:&«mmtn-m.wnmwmms, xb L
greatly’ udnm laved of $3.25 wnan«mmm oxyorts, $3.5 xdllion
mmw, %ﬂmﬂwmmawwm
to redios. the Mmearien dett, m&ummummaa
mmmmmmwum&mwmmm.
Amu:u—zmmmm“xummmemumﬂm
WMWM“QJMMMWQn
$6e5 w2 som,
m«mm,WMummmm-mea
mmnb.wumdmmm. _S,ja.;vnsb, signod a new trads
.mm &MWtumud}hMMamt.

& Fawd Oormsn-Argentine Wmucn egreonsnt, aigned in
Juxyzm,mmmrm”.bommwmmumrmz
agreenct ever megotisted detwoen thet two comniries. Provimion was
m«m.m;zmmmm‘ore;z.aaum.

M'WMMM‘MMMWMmd
Mmmeowmbﬂnmwusﬁmmmmmm
.wbuémwugtom@m.m:mww.w Argentina has
Rover had formal trads sgrewmeats with either Albania or Commumist Caing.
mauwmmwm-mmmudmmmmbam. As a

Fosult of axchange visits by Argentine md Commmist Chiness dalegaticns
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in late 1954 and sarly 1955, theme oruatrios agreed informally to

inmm Srades 214/ Trads mnm, howeror, do nod indleate

memntdm of this inforeny Mto

b
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By frate Faire

mmmmnmmdmmurmmmmaw AMrea

{
{

in Hay 1955 was tho first of its mm Latin Amorica and attracted
mpacuy orovds, 1%/ e valus of the ohibit, Wiich foatursd tractors,
rmmm;ymuain;«umi.w-#a.smum 135/ A% the
clnnofﬁemmtinﬁly.mﬂdmnmdonuawmhof

Soviet machinary, trusks, and eii-mmug equipmont were sold from the

Wammmmmm. The remainder of the goods
emMMwmnmawmm-Mth&toms Ussn. )26/

T
e Argentine mmmm fromotion of Trads, organiced

by delegates ta mmmqm«w« in Hay 1952, has beon
m«muﬁm«mmmmm.mmu
Gommunint China, This organisation s roported to have bsen working
with moms'mmeaMumwmm
mmmmém-cchm.m/ Wmmerrommmm
delogatisn was sent to China in R44-2954 and o Chinems dolegation

visited Argentina in eerly 1955, 138/
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