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My dear Mr. Dulles:

We would appreciate very much your views on the
enclosed draft Bureau of the Budget staff analysis of
Free-World and Sino-Soviet Economic Aid Activity.
Certeain of the data contained in the report are based
on information prepared in your agency.

We should very much like to receive such comments
as you might have by August 1, 1959.

Staff of the Bureau of the Budget are available for
any consultation deemed desirable.

Copies of the tables are also being sent to The
Acting Secrectary of State, The Secretary of the Treasury,
The Acting Secretary of Commerce, the Special Assistant
to the President for National Security Affairs, and the
Chairman of the Council on Foreign Economic Policy.

oincerely yours,

Director

Honorable Allen W. Dulles

Director, Central Intelligence
Agency

Washington 25, D. C.
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@eneral Conclusions of Comperison off fino~Soviet Hloc and
Free World Economlc Ald Activities

The material coatained in this study covers the years 1954
through 1958 and was derived from documents published by official
agencies, U. 5. and iaternational. A few of the figures have been
estimated or interpolated, and have been go indicated. The megnitudes
of the totals have not been affected by these mesthods. The principal
conclusions of the study ave:

1. Om 8 world-wide basis, Soviet ecoxomic aid metivity in
the pest five ysars has been dwarfed oy U.S. setivity, publie
and private. Aciivity by other free wld countries is @lso
much larger than the Rloc's.

2. Bloc acsiivity is concentrates in o Yew countries. In
3yria, Egypt, and Afghanistan, Bloc axtiviity is much larger than
all Free World progrums, government sud private, combined.
Though Bloc expenditures in Indis apprar to be large, they are
mach less then Free World aid. Bloc asslstance to Yugoslavia
had bean large, buit was cancelled about & yeur ago.

3. Through 1954, Bloc-expenditur-es bave been relatively
high in the miliiery program, relstively low in the economic
program. However, on the basis of present commitwents, expendi-~
tures on economic aid can be expected to rise rapidly while
militery expenditures will taper off. Total expenditures should
reach an annual rate: of one half billion dollars by 1960 or
shortly thereafter. Even at this level Bloe aid would be only
one-g¢lghth of thm current rete of the net Hutflow of resources
from Free World countrieg2. Thus, the probiems raised by Bloc
aid programs do not appear to be a2 function of amount, tut
of selectivity, propagends activities, method of edministration,
and simller metiers.

k. In sny comparison of technical snd related personnel
of the Soviet Bloc and U.S., the figures are overvhelmingly
in favor of the 1.3,

{3

SHCRET

Approved For Release 2004/07/28 : CIA-RDP80B01676R004300140008-4



SECREP
Approved For Release 2004/07/28 TCIA"RDP80B01676R004300140008-4

EXFLANATYON OF THE TABLES

These tables are a compariscn of 2conomic aild activity in the under-
developed areas by the Sino-Soviet Bloc s the Free World, and the International
Agencies for the years 1954 through 1958, Statistics on the Free World incluge
Government progrems, private investment ead an estimate of private donations.
The Internationel agencies can be considered epsentially an activity of the
Free World inasmuch as the Bloc supports only one of them, the United Rations
Technical Assistence agency. There are seven tables in all:

1 = Summary of Expenditures by the Free World and Sino-Soviet
Eloc on Economic Assistance t~ the Underdeveloped areas,
1954-19%8

LIA - Regional Comparison of Nat Expenditures by Sino-Soviet
Bloc ard United States Goverm:ent on Economic AiQ,
1954-1958

''# - Unexpended Belsnces and Unuseé Credits by Region, 1958

A0Y. - Commitments of Sino-Soviet Rloc Assistance {Ecomomic and
Military) by Source, 1954-1958 .-

IV - Detall of Sino-Soviet Rloc Aié, 195k-1958

¥ - Free World Government Economic Aid Expenditures in
Underdeveloped aress, 19%4-1953

VI - Free World Private Tnvestment ina Underdeveloped Areas,
195k4-1958

VII - Comparison of Pechnicians and “ther Professionals in
Underdeveloped Areas, 1958

The underdeveloped aress of the world are defined as the Middle East;
Asia, except Jepan; Africa, except the Union of Ssuth Africa; Latin Amsrica;
and three countries in Europe » Portugel, Spain and Yugoslavia. Greece and
Turkey are included as part of the Middle Hast.

The tables cover the past five years, 195k through 1958, but the

time pericd . for each statistical series ig not always the seme. Figures for
the 8ino-Soviet countries, UN egencies, private donations and private invest-
ment are for the calendar year. Figures for governments are for the fiscal
year of the government concerned, thus: UBA, July 1-June 30; UK, Apri] 1-
March 31, etec. Govermument figuras for comparable time preriods ere not avail-
able, However, the time diffesrences involved meke no appreciable effect on
either the mognitudes of the totals or their trend.

Sino-Soviet Bloc

The figures for the Sino-Scviet Blce, except repayments, have been
taeken from the Economic Intelligence Committec publication, "Sino-Soviet
Bloc Economic Activity in the Underdeveloped Areas.” Repayments have been
S Abaroved FarRdzste ﬁ%ﬂ&?fﬁ?t‘g%mmm&sémoowmmr to
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point up the smell amount of repayments of Sino-Soviet credits thus far.

The official exchange rate of four rubles to the dollar has been used. While
¥his rate represents an over-evaluation of the ruble insofar as internsl
Russian prices are concerned, in world trade, Russian export prices have
almost always approximated world price levels. It is also known that the
cost of several particular projects, such =s the steel mill in India, is
reagonsble by Westesrn standerds.

Although some of the Sino-Soviet cczmitment figures include what are
really barter trade agreements, the total ¢f Sino-Soviet trade with Free World
underdeveloped countries has not been coversd in the presentations on Bloc

economic ectivity. Comparisons of Rloc trade with Free World trade have not
been included in these tables.

Almost the whole of Bloc assistance is in the form of loans., Of the
total of $2.1 billion, only $98 million hes been granted, and all of it in
the economic program, as tollows {figures in miilions): Cambodia - $3k;
Burma - $30; Ceylon - $16; Nepal - $12; Egypt - $5; and India - $1.
Communist China has mede $61 million of the grante, Russia, $37 million.

Since December 31, 1958, the termiral date of the tebles, the
pattern of Bloc commitments hes remained unchanged with one important
axception, & commitment of $137 million in economic aid to Iraq has been
added to the military commitment of $118 million, mede in October, 1958.

Private Investment

In the area of privete investment, figuree for the United States
are rather good, but for cther countries tr=y sre incomplete. From 1954 to
1957, direct investment by other countries wes $3,640 million. Several
hundred million dollars of portfolic invesiment are resdily identifiable
end so the figure on the teble has been rounded up to $4 billion. Figures
for short and medium term investment by nor-Americans are not aveailabdle,
but this type of investment is becoming increasingly importent for the
lesger-developed countries. West Germany is the leading supplier of
these credits after the USA.

Of the $4.5 billion of Americen private investment in the under-
developed areas from 1954-1957, sbout $1 billion represents the short-term
finsncing of ordinary commercial transacticns. Such financing freguently
helps countries with tewmporary balance of payments troubles, but probably
should not be considered ags a development ectivity. It is worth noting
that before and after Worla War I portfolic investment was the favorite
form of long-term capital inveatment. Rot until after WW IX 4id direct
investment become the common form of long-term investment, and not until
three years ago was interest in portfolio investment renswed. Since 1956
portfolio investment by the (i, S. has increased sbout three times over the
level of the early 1950s. it has alse beer incressing, but more slowly,
in Western Europe. (Only $40 rillion of American private investment is
covered by the Investment Guaren:y Program. )
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Technical and Relatq_gi Pm.'aonng}

Figures on Free Vorld personnel, cxcept American, are not availabla.
Hence, the table is limited to & comparison of the United States and the Bloc.
For this country, employees of private coupsaniss are shown as well as Govern-
ment personnel, inaszrach es both are required to meke 2 true comparison
between the United States and the Rloc. “he figures in the "private" column
ere the total mmber of "princirvels” reported im the[  |study on Americans?5X1
oversess. ‘

There 1s no wey of identifying the oumber of non-govermient persons
engaged in activities of dirsct denefit to the country of residence. In meny
of the Latin American countries there are z number of self-employed profes-
sionsl people. There are many others in ren-development commercial activities,
such as the lwxury trades or international paseenger, shipping, and airline
compenies. Some are in the twilight zone. iIn spite of these reservations,
it is probably not unreasonable to assume that at least three quarters of
the mumber in any of the latin American countries sre associated with
development-type asctivities.

In Africa, the Middle Esst, and Acla it can be assumed that virtuslly
all Americans are engsged in activities of direct benefit to the country,
except 1in Lebanon, vhare it can be sssumed that the pexrcentage so engaged is
very small.

There is one general exception in 21] countries - missionaries
wholly engaged in religioues activities. Yaese, however, are rather few,
probably no more then a third of the epproximetely 27 »000 American mission-
eries sbroad, becmuse much missionary activity today is of a public welfare
sort - schoole, hospitsls and clinics, ever agricultural technical assigt-
ance.

The persomnnel table is limited solaly to persons engaged in economice
activities. It is in no way s measurs of the number of persons from either
the Bloc or the Free World wvho are engsged in political , propagends, and othes
non-economlic activities.

E2R 20 BB B BE 3R B BE- WA

NOTE: ONLY THE SINO-SOVIEY BLGC STATISTICS ARE SECREP. ALL OTHERS ARE
UNCLASSIFIED.
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TABLE T

Summary of Expenditures by the Free World and Sino-Soviet Bloc on Economic Assistance to the Underdeveloped Areas, 1954-1958
ong of do.

195k - 1957 1958 TOTAL
P ts of Balances
Loans and principal and Net Loans and Net Loans and Bet & urused
Crants interest Expenditures Grants Repayments Expenditures Grants Repayments Expenditures credits 8/
Sino-Soviet Blncy 250 5 2l5 150 20 130 Loo 25 3715 1,200
Free World - Public
UeSehereranacanensgesrscssnsnas 6,976 699 6,277 2,173 256 1,917 9,149 955 8,194 3,557
Other Government 5/ 83 1,008 1,301 0 1,210 5,392 113 5,219 1,584 &/
IBRD and IFC..eveeoqes s 38 285 60 225 780 75 605 618
Other UN Agencies 27.... - 371 95 - 95 W66 - Lsb n.a. &
Tot8leeseesasasssceosssssnoorsesossnsss 11,933 897 11,036 3,85 376 3,178 15,787 1,273 1h,51k n.a.
New Invest. Remission
& Reinvest, of Net new
earnings earnings investment Investment Earnings Net Investment Earnings Net
Free World - Private Investment - e _—
Seheireaeareriereracenasenes 5,650 5,166 184 1,800 1,80 0 7,150 [-2¢ 18)
Other country.ceceesecescosecse 4,000 3,400 600 1,200 1,060 200 5,200 1,400 800
Subtotaleeeescsereenss 9,650 8,866 78l 3,000 2,800 200 12,650 11,666 98h
Private Donztions & ... .eeererruneernns 950 - 950 250 - 250 1,200 - 1,200
Totaleeesereseesseses 10,600 8,866 1,73k 3,250 2,800 Lso 13,850 11,666 2,184
Net effect on balance of payments,
Free World..oeeeeeensas - - 12,770 - - 3,928 - - 16,698
i i
e
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Far
East
Sino-Soviet Bloc 8
Less Repayments a/
Net Total
U.S. Govermment 4,187
Mutual Security Program 3,81k
X-M Bank: Gross (82)
Less Repayments (34)
Net 48
P.L. 480, Titles II & III 131
25X1 Title I 194
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TABLE ITA Regional Comparison of Net Expenditures by Sino-Soviet Bloc and

U. S. Government on Economic Aid, 1954~1958

Near East Latin

Sos Asia Africa America

182 0 3

2,038 11h 795

1,127 62 224
(64) (29) (826)
(56) (13) (507)

8 16 319

258 36 82

[ o} 170

Western
Burope
134

Undistributed

8,194
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TABLE ITI
Commitments of
Sino-Soviet Bloc Assistance (Economic and Military) by Source, 1954-1958
(millions of dollars)

1954 1955 1956 1957 1958 Total Economic Military
USSRecessssoeosssoessssone 5.8 115.5 542.7 245,.5 702.2 1,611.7 1,254.0 357.7
European Satellites...ses. 5.0 223.3 119.3 21k 279.9 648.9 227.0 ka1.9
‘Czechoslavakiesseseaes 5.0 21k.€ 90.1 16.4 82.7 408.8 100.9 307.9
Polandeesssseccscrsases - - 23.2 - 155.5 178.7 647 11k.0
East Germany.eeesescees - 8.7 2.9 2.3 30.1 k.0 b0 -
Bgluﬁ;:)xmm’ - - 3.1 2.7 1.6 17.4 17.4 -

Commnist Chindseseesscees - - 5504 20.0 43.6 119.0 119.0 -

Totaleseseossavscoses 10.8 338.8 TiT. b 286.9  1,025.7 2,379.6 1,600.0 T79.6
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TABLE VI  Free World Private Investment in Underdeveloped Areas, 1954-1958 y
(Millions of dollars)
1954 - 1957 1958 (Est)
Remissions
Direct Short~ of Net Invest~ Net

A, U.B.A. 0il Other Total Portfolio Term Total Earnings Effect ment Remissions Effect

Letin America (470)  (1332) 2802 513 608 3923 3145 788 - - -

Asia, Middle East, Africa (7)) ( 155) 872 305 258 1435 2321 -886 - - -

IBRD and IFC - - - 292 - 292 - 292 - - -

(ZB7) [IB7) /I 1110 T8 5650 “5h%6 18k 1800 1800 0

195% - 1957 1958 (Est)
Invest- Net

B. Other Countries, Total Investment Earnings Remitted Net Result ment Remissions Effect
Direct Investment Only

France 1766 1500 -1%0 - -

United Kingdom 1400 ) - -

Ge 175 ) - -

Switzerland 170 g 1300 580 - - -

Sweden 55 - -

Netherlands 35 ) - - -

Other Countries 45 ) - - -

36k b/ 3200 b/ 450 1200 1000 200
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« | ACTION DIRECT REPLY PREPARE REPLY
APPROVAL DISPATCH RECOMMENDATION

4 COMMENT FILE RETURN
CONCURRENCE INFORMATION SIGNATURE

Remarks:

Fo commient and preperation of an
appropriate reply for the Director's gignature.
Plesse note the deadline of i Augst.

e original of thie letter is retained
by the Director.

-

Crrrer 43¢

“ops

SUBPENSE: 27 July 1959

FOLD HERE TO RETURN TO SENDER

FROM: NAME, ADDRESS AND PHONE NO. DATE
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i MEMORANDUM FOR: Mr. Dulles:

A copy of this letter (end enclosures) hes

glresdy been sent to DD/I (ATTN: STAT

for comment and preparation of an appropriate

reply for your gignature.

ORM 10-101 (47)
FORM NO. lOl REPLACES FBE aon
t AUG 54 WH I CH MAY
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