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SEHC-SOVAET SLOC PCUNGHIC VENSTRALION AND COUNTINI ASURES THURPTH

To devise ways and nesns for the (B, unllaterally, andfor in collsboration
with other Tree World countydes, te counter Sino-Soviel Do sconomlc activities
in the underdeveloped areas of the Ffree HWorld.

Since the death of Stallin, and eapecially during the pest yesr, the Tino-

soviet ldoe has yreatly sccelerated itz sconomic offenslve in countries
politicslly susceptible to such influences - srincipally in south and Southeast
isia, the ¥iddle Tsat, and rore recontly In Africa and latin Americs. The “oviels
apparently directed thelr initial emphasls toword those countries where 1% would
have the most immediate and useful sollitical effects Yugoslavia, Indla, Yurms,
Afphardetan and Ezyot. ‘iecent upproaches have included countriss presently
niipned with the U5, such as vekisten, Turkey and Iran,

lp o this time the “oviots have made offers of credit to the lsszs developed
countries of something over §i billion, of whieh around 3800 million hawve been
acosptad. The foviets bave principa:ly offered capital equipment and technical
sasistance to industrialise the underdeveloped counirles. Arms have been
provided to Zgypt and cyrias Long=term loans at low interest raies have been
offered. OF pariicular sppesl to certain countries is ~oviet willingness o
accept payment in erportsble -urpluses or 1ocal currenciss. Tor example, the
fMloe has contructed for about one-fourth of Hurma’s ssidmated rice axporis.

Teypt iv paying for flmc mrms by exveris of cotion.
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rlong with ite extension of credits, the Tlee has gtrengthensd iis drive
to expsnd ita trade with the wderdsveloped countries, Turlng 1954 and 1955
the meber of trade and pgyments zgresments in fores between the Tec snd Free
world counirics hess zlmost doubled, = large proportion of tho new sgreemenis
being with the underdeveloped areas. The Kloo sharply inoreassd its
participation in international trade falrs in 1955 {sxpenditures of about §1B
A Tion at fairs in 32 countrles) and deslgned many exhibite espacially to
appeal to underdeveloped countriea.
phecusglon

7here has lesn no lack of attention to - and even alam at - the
impllestions of this switeh of Bloe tactles from military threats W pecronmlie
niandlohments. As ihe vesuli of a proposal i the rerman delegation, a working
group of HATC is studying ibe Soviet economic offensive. Ceoriain Iritish amd
rerman commerclsl interests have erpressed concern, not that the Bloe activities

present & seourily thweat to the Free Uorld, lut that they may be s threat to

Drdtish and Cerman markeds in South and Scuthoast Asla.
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At the lmstance of Hr
podges former Cheirymen of the CFEP, a Working Group of the Ieonomic Intellizence
Committes has besn publishing a bi-wsekly repert on "Sino-Ooviet hFloe Teonomie
sotdvities in Underdeveloped Aresas" and a comprebensive report on these
aptivitles im zbout o be published.
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Wenge, slthough abundant information on uloe panstration activities has
vean apeuaulating in various quarters, no sgtion has yet been taken either o
anslyve Iloc motlves wore carefully or to develop policies and plans for Free

world counterneasures against the Floc setiviiles. then ¥r Dodge initlated

the bi~weekly intellipence reports on ‘loc activilles, he slso suspgeated the
establlishment of twoe highelevel policy proups - one cnogen From within the
covernment and one from without the Covermment ~ to mnalyse and consider thess
problemg and consiructive countermsasuras thereto. Sueh zroups ghould be sed
up withemt delay, lesi the US and the Fres World lose the inltiative in
encouraging and spensoring the sconomic advancemant of the less developed
countries, and peralt these cress io be absorbed into the Bloc by default.

The pollicy mroup exr groups Lor considerailon of Ploe sctivities in the
“ree Horld and countermeasures thereto will face a variety of complex problems,
sone of whleh sre suzpested and Wriefly cutlined ss follous:

a. The devising of of fective countermeasures is particularly
a???“&mt upon intelligence ~ not only upon information as to whst the Blos is
rﬁ%sx:ingg, at upon infermation, and analysis of that information, as to the resl
actives behind the Hloc's penetration aotlvities. It ir recopmized, of course,
that the long-rance notive of the iloc is to Wrling a1l countries of the world
under Commundst contrele Bubt it im of greater perilnence to the eurrent nroblem
to sscertain the more imadiste motives siimlating fige astivities In the

erdeveloped countries. It is suggesied thab there nre st least Ywo of theses
{1} 8 desire to develop smsured sources of eritical yaw materials in neutral
apess bordering oy relatively near to the 8loe, Such assurance iz vital te the
fles, a8 1% presses forward 1ts industrialization plans and concomitant military
potentizl, The Hloc may well be pushing lte spgsneful trade” in arder to tuild
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up stockpiles of raw materisls sgainst the osuthresk of hostilities. Yxamples
wight be the metals and minerals of India and Burms, the rubbor and tin of
Indopesla and Malaya, the oll of the “iddle Zastern area, eic. Blog interest
in certain rare minerals has even ertanded to such a remie area g Hollvia
(soe 1a Pas FOU Ko. 26, July 19, 1956}, (2) A desire on the part of the Moo

\'7‘ 15{,(/1 \I:j;(f L}(,_ﬂ}t

to apsure iteclf of trade routes and untrazmeled exits fronm its largely ST,
"land-lockedt {(and Arciic-locked) present areas. This motive may acecount, in

jarpe part, for the Dloc activities in Fgypt and other .ilddle fast areas, in
Afghanisban, Paldstan, Japan, etc. The gresent bi-weekly intellizence reperts

do not thvow mich light on tids matter of motives. The collectors of

intelligence should be particularly alert, and the analysers of lntelligence
ineisive, to determine what the oc ls “getiling outW of the counitriss

psnetrated. For example, ihe USSR ostensibly may de willing o iake Bwma's

surplus rice in exchange for ald furnished; ihe tmportant thing iz to find what

the USSR really wants oub of jurma.

Another aspect of the intellirence bsckground of this problen
needs moro thorough exploration. The fact that the Russiang and the Chinese
Communlete have been offering industrial eguipment of various types o Southeast
isia has been interpreted as indigating that the Dloc has an “exportasble
surplus® of those items. This is not necessarlly the case. with ite
centralized system of controls, the floc can readlly divert some of 1ta
production as aid to the wwlerdeveloped countries (or to fulfill gomnlments
slveady made) if it believes that ite sgrressive motives will be served ihereby.
Alsoy the so-callesd "exporteble surplua® could be a resull of short-term

nces in Blec preduction. This may explain some recent Chinese
Communist exports of machine tools and steel procucts to Asilan countries and IRypt.
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ndovbtedly the nost difficult preblem which the poliey sroups
will face iz the oholee of wespons as countermessures to the Bloc's penstration
Mﬁﬂﬁm: A1l the ingenuity and imurination of all interested partles, within
and without the Covernment, should be called upon to this end. The conventional
instrpoments of the current Pecontrde defonse® program ~ irads controls, shipping
conirels, ferelpn asgets controlsy ete. ~ have a very limited, if any, usefulress
ag countermegsnres. 1H mdght be supposed that ow foreipn ald progran

{economic and military) would be our rmost effective weapon., Dut this will
require re-thinking, Jest we be laid open to "blacimall® - expected to betler
every offer of ald whish the Soviets make, with no sssurance that the reciplent
country vAXl be any nove favorably dispored towsrd the (8 and the Wesi. Nor
should we take too much comford in a report that the Burmess hsve become
Aeonchanted with thelr deal with the UBSR (the plethora of cemsni), and sit
back and hope for the Meoc's campsiom $0 braale down of s oun weight. What we
negd are new and Tunconventional® weanpons.

For exarple, one of the Bloc's tactles iz to offer lowepriced
consumer poods {(blayeless, fountadn pona; obe.) in the Aslsn markels, These
pouds may be inferior in qualifty to the “estern product bt in a counbry where
the standard of living and purchasineg power are low, it 1a the »rics apposl that
counts. An induetrialised country could protect itself by levying or ralsing
a tariff. Lebt us uppose that Ceylen is heing flooded with chenp Chinese
cemminist -onds and we wish to "do somsthing sbout 1t®. It is useless to tell
Ceylen to put wp a leriff, or to cemse trading with Communlst China. Yereover,
Cerlon does not wand US ald - she fears that there are "mlringe attached". It
might be worthwhille; in such cases for the US to “subsidime’ US exports of the
items in quomtion, to ths and that the muperior American product bw msde
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available to the Ceylen marked at a price equal to, or lower than, the Commnist
mroduct. Another peseible noasure mirht be the “pro-emptive™ purchase by the US,
in the eountriss berdering the Tloc, of any eritiosl or strategic nmaberlais in
which intelligence has indiented & Bloc interest. This wuld have to be undertaken
wlih rrest discretion, hoth to prevent the Tlocts becomins awars of cur aetivity,
and to prevent "blackmeil® by the nyeducing countey.

It may be desirsble that the policy groups sngage a private
rasearch srgenisation, cutside the Government, tc make thorough studles of tha
shovo-mentionsd mensures as well as any othar potentially useful devlces, for
uge in plsnning an sction program.

e, The Sino-toviet sotivities in the andardeveloped countries ars,
in essence, eccnomic warfare, The US reactlen io these sctivities involves all
facats of us forolgn policy: economic, paycholopleal, politieal, military.
Though the Bloc activitles, and our coumtermeagurod thereto, ngy be primeyily
of an economlc mature, we will have to consider these covollary aspects of axy
countermeaguress poychological « we want the undardaveloped countries to be
convinced that our efforta sre in line with their aspirations for indspendence
and a2 better 1ife; politicsl - we want them o be on the side of the Tree Horld
and not £all as vietims to Communist totalitarianiswmy military ~ we mat
preserve the milldary defenses of the ree vorld, snd not permit cwrselves or
our friends to be decelwed by Commumist "peaceful coexisience” tactics. lence
the policy group or groups will have to enterialin a far wider view, and maintain
cleser gontact with a1l espects of the total defense progran, than 43 impllsd in

an %economic defense™ program as such.
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L. Policy groups, vithin and without the Government,; to orpanize snd
direct an actlon program of countermeasures to Slno-Soviet Rlov activities,
should be established without delar. |

2+ The collection and analyeis of intellirence should be more sharoly
focused on the resl wmotives behind the Yloc activitias.

Je  A11 possible countermensures s conventional and unconventionsl, should
be explored az to their appleatdlity and possible success. Ti may by
advisshle to engege an outelde research organization to conduet such studles,

k. In addition to sconomic 2spoets, ihe peycholories), politieal and

mliitary aspsets of countermcasures must be elvan careful consideration.
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