This doou. At eonsizts of /L 2 _pages

/) Approved For Release 2000/08/23 CIA-RDP&4- 006‘1¢A666§'6ﬁ1‘3’00‘1’7.v‘”5 A

(“5 (g o e R
: ,

L Ay u‘v‘? (ié i LA i?hA‘,( CLA{{

This report 18 intended to be a concise sunmsyy of Sino-8aviet bloe

ceononic sctivities in Free ¥World countries with particulsy reference to

those aspects which have some importent direct relation to economic defense
policy. The terms of veference eall for reviewing bloc activities as they
hevet

a. Been used to chtain strategie goods, technology and serviees,
either by purchage or berter, or by the extension of capital sssistance
repayable by exports of atretegic goode to the bicec.

L. Taken adventage of cutstanding commodity and trade problems in
¥res World couptries for the purpose of increasing blee influence.
Broeder quegtions of other eMe motives and the politiecsl objectives
being pureued by the bloe are not considered, but this 1s not intended to

detract from their relevance for determining economnie defense policy.

With the expansion of bloe foreign economic agtivities begioning

in 1953, the Sino-Soviet bloc bsa been engaged in & vorldwide progras of
enlarging existing trede sgreements and negotisting new agrecmenis, providing
lonp~term eredits Yo underdeveloped countriea for economic development and

arms purchases, providing technical Bsslistance, and incressing participation
in trade fairs. By Augnst 1956 vetween $£00,000,000 avd §1,000,000,000
of lomg~term credite offered by the blov bhad been accepted - more thasa
90 percent geing to BEgypt, Yugoslavia, Afghenistan and Yodis. Yhe masber

of trade and payments agroements between bloe and Free World cmntriét
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ross from 98 in December 1953 to 190 by the end of Aprdil 1936. In 1955
bloe trede with the Free ¥orld reached neariy $h.5 billion as conpared
with only $3 btllion in 1953. The Europesn bloe sccounts for about §l.%
billien of the total imorsase. In the same period the level of intm-Bloc
trade showed 1ittle change, but etill sccounted for the bHulk of the
foreign trede of the member countries. lLocked st from the other side of
the eolin,only & few Free Woerld countries conducted s slgnifieant proportion
of their trede with the bloc. In 1955 bloc itrede represented lesa than
10 parcant of the totsl in all free world countries except Afghanistan,
Boypt, Iceland, Finland, Turkey, and Iren, Although Westerm Burcpe
rereing the principal bloe treding partner, trade with underdeveloped
countries bas been making vp &n ineressing proportion of the bioc's totel
trade turnover. mﬁmamtmmrwwzmmmmm
World ss a vhole, the bloc hes increased sharply exports of such goods to
foodatuffs and raw msteriasls, have been rising am.’xly since 1953.
The bloc has the cepacity to double ormtri;hﬁthmmmﬁ
Glogey. U anerb £l geiirantgs
if it should consider such & step economically or politically advantegmous.
Howaver, the prospects are that bloc trade - partizularly thet of the
satellites ~ with the Free World will continue to expand anly moderstely
PSS
in the next few years. While there are styerg incentives to el
ﬁxﬂiﬁm strict adhsrence to suterky, bloc plans still Infieate that
most of the area's growing requirements sre to be met from internal bloc
anticipated, they sre unlikely to be carried tc s point where the dbloe
would become svoidably dependent on the Free World for say significant
BECRET
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progertion of 1ts eritical supplier or even & large part of its consumption
of mediun priority govds.
Itnmm:mﬁmpmtwrwnmmmma%

which incressed trade lus & measursbles counterpart in bhloc sbility to exert
greater Influence on the foreign relations of the countries o which its
sconomic offensive bag been directed, Increased sconowmic relations will
no doubt bave sa lspact on the recipients, but {norgaged trade has been
mmgx.mmznmwwmmotﬁwmmwm its
ghare of the credit for recent Soviet gains in the palitiemd gphere cammot
satisfaotorily be isolated. A recent intelligence estimats on this

problen ocancludes: /E

g e extent to which the bloc can exploy sconomic pressles
oo sod inducements to chtain mand tive eontrol over the foreign or
demsstie policies of underdeveloped countries Appesys 10 be 1fmitved.
Bascent history shows that, vhile economic considermtions mey
contrivute to sesouring influence for one couniry over another,
siditionel Pactors heve almost alveys been essential to the proceas.
Tn the sheence of favoring considerations such ss power relation-
ship, domestio tension, or lmternational rivalries, sconomic forces
bardly have decisive effect.® .

STRATEGIC MATIRIALL

m-@ummmmmmmammtwmmu follows s
%mtmtmmmmammmmmtbzmm
able to cbiain strategic goods, technology, snd services, from the Free

World ez » result of the expanded economic offensive?

With & fev exceptions it is 3iffieult to isclste bloe sctivities so 2
ta identify precisaly those cases vhers stralegle gonds moved or mey move
BRCHET
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to the bloe a8 part of a dsliberste effort to secure such goods as the price
of barter frwde. m%&aMthMmummwtm
bloc wae bedly in need of most of the strmtegic items secursd and thus sciively
negotiated purehsses with that pwrpose in mind., The more relevant mﬁamtm/
ruling appear to be deliberate efforts 10 create dissension over trade {
controls within the Free Woarld -- even on a small scale mxd largely for
political ressons -~ and at times a coincident desire to secure sccess o
sone strategie commodities. The lack of strategic goods in a Free World
country, or the sdement refussl to bresch trede controls, hee wot effactively
barred trade arrangements in most cs88ss. At the same time the balt of a larger
price demanded {again probebly most importsntly for political ressons)
sometines involves viclation of stretegle control eystems. Offers of
mltiplying, in almoet all cases including an attempt by the Bloc to secure
strategle goods end circuwmvent Free World controls. In offfers to under-
mmmwmmmmmwwasm the Fax Bsst, the Middle
Emst and Iatin Americs, the bulk of ltems sought are not strategic list
comodities, snd the primery resson for bloe offers lies in bresder
econcmic and politicel objisctives,

The following listings of instanses of where the Sino-Soviet bloe
m&mmwemumwiuwwmmiemﬂma
mtwwmmwanMWtww-Maum
geveral nature of such transsctions.
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srranged for purchese of sirstegie goods in e nunber of instences. In the
1356 trade sgresments with the USSR, Dermiark has sgreed to mpply two fast
merchant ships, nine refrigerstor ships, snd other items subject to COCOM
controla. This trade agreoment ended the histus in forwal trede relations
wmnmmmmmmahumiﬂasmmmwm
previous agreement in mid-195%. Negotiations had bean protymeted by Boviet
mmmmtmmmmmammmmt. The Danes,
sager to resume formal trade reletions with the UBSR, esventually offered
fast morchant vessels iratend of tankers.
%&ayﬂimﬁ%ﬁl?,@m&iﬂw&wwmmhmm
1955, sbout half of total Tukish boracite exports. Mkm officiala
mm%tmaffmmWQthm-memm
boracite exports to the bloe unless Free World markets sre sveilsble. On
Wﬁmmmmm«m%mummwmmmm
axports ~- Turkey sgreed in July 1956 to take steps to curtail borecits
exports to the bloc,
mmsﬁammmmmwa&ﬂmewmm
on COOCH lists, eod the metter is under COCOM reviev. The 1956 Netherlendse
Bmpary agresment ealls for Dutch exports of roller besrings. luma?hu
mmmmmmmmmmtm,mmwuamm
been provided for in recent new agreements. The Boviet Union lea also been

SECRET
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seaking asisc {sounding) deviees from Norvay, and the Norweglmns heve
indicated that they ere considering swplying e smll muber,

BExtensive snd increasing uss of exceptions protedures heve besen used
by many of the COOOM countries to license shipments to Compmnist Chims, =
reflection of the desire to explolit a trade potential but eleo, end
importantly, an indicstion of Western Buropesn snd Jupanese dissetisfsotion

| NOOM differentinl. In the first Pive months of 1936
OOM country shipments to Comumnist Chins wvere
- mpered with $5.5 million far all of 1955 aod £2.7
i | wil¥en fm: a1l of 1554, //LM aMa;Luf,LCufc [{
wﬁm&m mmzmwxmmbmmba
HIBCOM centrole. About 80 percent of Jepen's trede with bloo

a , 7 dngaatn
el esf v ee mm*.«él tered ﬁ MB‘ ﬂf Mv«y jﬁ : /
el Jatyu“ g A W!’ Cﬂ_g,mem.. mz“dﬁz Qﬁg Wm‘(’ &.JZ,—/A'A« .

CeonCona & M /éo-ué’ ;#.'/Zﬁdmf M?Q/ e /‘odm /Wle'&:""‘- ----- 5 ‘?Fg?’*cdvf‘{’

Trede- sion Amsoviztion, . The agresments mmm catagories of
wilirest 7y the Jafoarrece, o, . it

gooda, with trefde within esch cdategory being meiched agninet certain clssses

of, govda by esch counirys, Thus under one eategory Chinese Conemunist exports
meij metg,ﬁy mw&mﬁmm&ﬁ%ﬁﬁwﬁznafﬁ% mw%
&

oy farclsof guch con items us copper ingots, aluminium, stenl plstés and
| tubes, galvenized iron sheets, etc. Such agreements provile pressure on

deeR_

mmmbwmm&mfwmmmm Méawgff/:
XVM? Lt [-63-1'»«&4“ é{ch A s A % %&?{fj&”?&gfd /zft*c-e/c c‘m{/:‘ v’ {—53*11
[7/&,%4 Pritle dp ;erw/}zrz(’%a{ zfdwwf“eﬁé@émw
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The Seviet Enion has made offers of lavge inersases in overall trade
vith the UK, Freace, sad Jepan -~ but incluled in the offers to purchase
were g wide range and largs gquantity of strategic goods. Thess offers sre
in early negotisting stages, but thers will undoubiedly be incressing
presoure oun the ¥ree World countries to modify controls to mest svowed deglires
to inerense the lavel of trade. The large volume of shipments of copper
wire from the Free World to the bloc following the 1954 COCOM list
iaaelxwkxm.. The resdiness of the hloe 0 meke these purcheses was
matched by the eagerness of Free World suppllers to axpioit the situsticn.
Be

i P Tt

The most inportant shipments of rubber o Commnist Chine were a result
of Zhe five-year agreement entered inmto in 1952 ealiing for the anmal exchange
of 30,000 tons of Ceylonese rubbey for 270,000 tons of Commmiet Chinafs rice.
The Commmista were undtubiedly motivated by the desira to drive a wedge
in the effestive coverage of VWestern controls as well as by their desire o
sedure rubber. When the sgrecment was negntiated, Ceyion urpently needed
rice snd found the Commnist offer of premium priess for rubber stiractive
at » time of declining rubler prices.

ﬁibbermﬂmmm&mmmktm in 31553, 353955

(s eomvan JW) Léuy wte o) iilinded ey ;ﬁzlén& Aretidesnea
and in 1556, 8ince the recent-relaxation of CHINCOM-eontrals permitting
controlled shipment of rubber frow other Asian producers 'Boémwniatm
there has been no evidence of & rush to purchase. Commumist Chine has alwaye

been gble to get Indomesian and Melaysn rubber via the Burcpean Bbloe, o which
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controls 444 not apply, Mt it is r,mmm&
] ™ WC‘Z:&; a.c»wu/(u&égzdu DX -2

parnit “reasonakle”
merchants, amticus 10 open up & merket in Communist Chine ot Cime when mdibex
mmag&&mmm fron Tangier and Blerut, the

et fre *»éM/W
wﬁtﬁum&ﬁwﬂwﬁ Bo overt shipments feos latin Aserics dave

mmmwméﬂm Sather Foe Latin American countries .,
/%L@"gmmmmmwummm The bioe

comtrics sppear to reslise the special mture of W-latin Americss relsticns

and teede offers hewe not Deen based on & wgping list of strategic

miterials, slthough Wloc propegsnia belsbors Western controls s being

ageinst the best interest of the latin Mmericssn countrios.

Large scale trade sud Gredit agreements batwess the hlos and other

countries in the warld, =.3. Afabantisten, Egypt, Iodsa, Toaland, and

more Tecenily Indenesis, hewe baen megotisted. But ss yet there is no

indiostion of sigifiomnt movement of stretezic mberisls to the hloe e

& result, Afghemistan, Egypt sod Ieelsnd bave Little to offer slong thi:
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line., The developmeut credits mfas& to Indis m:m planned shipment

wmmw&meaiwimmhwmﬁrmaW*
mies eng menggpese. mmm&mwuﬁmmmmmm
rubbers mm@mwmmmmmwmmmm
mﬁammm,wwuz mwmm:mm;mm
ts in Latin

for Syriay and the bloc mem interest mnﬁaf?fqmﬂmf S e

£ ; ‘mentioped-enriier,
Anerica mod elsevhere. mmwtmmmg
itm&t%@wmummwmm@&w&wtw
Cexbiodls) bave not been tied to securing strstegic mteriala.

mmmbzmmwwmmwmm ineluded major

ecomonnic W ?1‘!:11 ime&z’tant mtcgie commodity m‘t& m.thm@ e

sredits and entaring into & vide renge of trede spgreenents with Yugoslevia.
ROOICIE m

politiesl relations with the bleoc by signing an inter-govermmental agreement
providing for & joint Boviet Union « Bast Gervat mﬂiﬁ(fﬁ?ii;ﬁ.ﬂiﬂn o
gavelop the Yugosliav aluminum industry. ma&mﬁ»mamw
genered sconcmic remifications, this agresment commits Wﬁa o futwre
deliveries of significant quantities of sluniimm to the hloc « possibly as
rch as 50,000 mmmrmmm eredit terme.

of Yugeelev copper deposits - @ grospect for which Western fimancing has been
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wder negotistion. Although the Yugoslevs snnounced Boviel willlagness to
accent repayment in products wther than copper, there is no assursnce that
this would be the eventusl result. The meconstruction of two lead « sine
uines, and the construction of & mercury smelting mill, &d) under tersms of
awnmaMtwmmmmmw,mmu
no specific information as w0 provisions for repayment frou their cutput.
The bloe hae deen reoeiving & mmber of strategic list itemg from
Finland, but this trads cannot be presumed & result of the post-Stalin
econxcmic offengive. Finland's dependence on trsde with the bloc grew
wut of the reparetions required by the Flunish-Sovist psses tresty. These
repuretions were not anly lergs but required the groduction of strategic
1tens to Bloo ovder. When the reparstions were completed, the industries
esteblished were deperdent upon the hloc market and the export to the bloo
of such goode 8s ships, power station eguipment, and cobalt contimued. The

Boviet Mwnn'm wmmmmmmmg
: ez lo M@M&a czm%

The bloc sconomic offensive has been sble to exploii the desire in

wdexdeveloped countries for rapid economic groarth sl steble export mmvksta.
Bloe lomn terms usually provide for repeyment directly through the sxports
surpluses that have been difficult for the underdeveloped country
AT AR a&%&p/&a’-%&(‘ xfw
of in normel markets. ﬁ:mmmm, st it

POV o PP R I DY e s /&Mﬁ ( J
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_bleeomto e VoYl tyeding edems - followin g the years of trsditional

sutarkey sand coming at & time when competition for mxxketis within the West

1 wes growing - opened uwp visions of high levels of profitsble tisde for both

‘ highly developed and underdeveloped countries in the Free ¥World. JEven
though thie is dmbiful, it has influence on the minds of business men and

f ‘ kes created strong pressures on many govermments.

&

p% ¢ Toe most striking examples of bloc exploitation of commodity problems

" . in the Pree World are the Burmese rice agreements snd the Egyptisn cotton-
arme desl. Other Instances of opportunitiss porsued by the bloc include
the aforementioned Ceylon-Comrnnist Chine rice-rubber sgreerment, the bloco
purchagses of fish from Yceland, the increasing role of the bloc ss & market
for Turkey's steple exporis, large bloc purchases of Uruguaysn wool and
meat, and bloc willingness to increase purcheses from Argentina st a
tine vhen traditional Argentine exports were sxperiencing mavket prablexe.
maemmusurm‘ Burmes $n the course of this cwypslign rose
fregg an insignificent level gfF vhere at least 25 percent of Burme's rice
)ifﬁ/ﬁ@fg%ummmarmmmmthabm. Negotiated at a time
vhen Burps was burdened by s sesmingly overvhelming rice surplus, these
agreements involved the bloc intimately with Burpe's economy which is heavily
rice-oriented. The recent isprouvement in the rice market, snd & memsure of
Burmese disillusionment with ihe sc-called benefits of Lsrter trade, have
—F e XX
reduced the gpportunity taf? bloc sxploitation, but the situetion remsins
serious for Western interests.
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The ganersl festures of the Egyptian cotton.arms deal are well-known,
and the results ave still unfolding. In viev of world cotton market problams,
thaa;ut«kmdgmemtmmtmaaﬁmumvmroffemmmm,m&
Egypt's nilitary sspirstions, the willingness of the bloc to engage in
asmaring smarket for about 30.percent of Egypt's cottem exports has fmproved
theﬁ:hingintmbud%m

The general interest of one crop economies and countries experiencing
balance of peyments 4ifficulties in trade with the bloc has cpened up
channels for increasing blee influence. The guantitiss taken by the bloc ~
é@mwwmmmmcmatmbm-w
mmt gusntities to the exporting countries. The receptlivity of the
underdeveloped countries to bloc overtures is heighiened by bloe viliingness
to offer capital goods, technicians, favorsble credit terms; mnd mrms to
meet national military sspirstions. Moveover, bloe offers are sppealing as
s device for improving bargaining pover of underdeveloped countries with
the developed countries of the WeSt -~ particulariy the US. There is no
doubt, also, that blec overtures have been sbls o capitalise cn the
discontent in some countries with trede, terisf, snd surpius disposal
policies of the developed conntries.
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