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FOREWORD

This memorandum surveys developments in the chemical industries
of the Sino-Soviet Bloc during 1958 and the first 5 months of 1959.
The European Satellites are discussed in the ‘order of their importance.
" Countries in which the chemical industries are not significant are not
~discussed. ' : : '
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A smmvm OF DEvm,onmNtfs'm THE - CHRMICAL, INDUSTRIE&
; ~OF THE SINO-SOVIET BIOC¥ cail ik -
JANUARY 1958 MAY 1959 i

Developnent-'~ of- chemica.ls,industries comparable‘ to those: inithe s,
Free World became an:economic objective :0f-Increased.: importance An-z
the Sino-Soviet Bloc during 1958.: In.striving to-reach:this obJec-
tive the USSR and other countries.of:.the:Bloc have: intensified their:
efforts to obtain aid in.the :form.of :chemical’ technolog** and.: equip- .
ment from the US, Western Europe, -and Japan.:- Within.the: Bloc*an_ Sk
attempt 1s being made to utilize all. available research,\engineering,:
and facilities for producing. equipment in support of <the: program'for
expanding the chemical indnstry*f ‘i R EET CE VA P
, The. increased emphasis on chemicals, particularly: synthetics » __.;}.,_
is evident in the Soviet Seven Year Plan (1959-65). and. eiso in plans.
disclosed by the European Satellites and Commnist. China.- Investment
in the Soviet chemical industry:in'1959-65.1s scheduled to be.five :
times that-during 1952-58,:even. though-totel:industrial: investment
is to be only twice as great. i Twenty percent of:;the- investment in
the chemical ‘4ndustry will: go: to production of plastics,,which re :
ceived only T percent during 1952-58, and large.allocations ;of: funds -
are planned for: expanding production of synthetic fibers, synthetic-'{
rubber, and fertilizer.**** .The. planned increases:in- total schemical
production by the European: Satellites during 1959-65 range . from ;i
about 100 percent in East.Germsny, where the program is being .given -
top priority, .to 300 percent 4n Rumania. . The Satellites also. are :
emphasizing production of synthetics.” In Communist China, where in~--.
creased priority for the chemical  industry was noticeshle-late in .=
1957, the main emphasis during the Second Five Year Plan. (1958-62)

* The estimates and, conclusions in this memorandum represent the
best Judgment of this Office as of ‘1 June 195G. : :
*%¥ Tn this context the term technologz generally includes design
information, drawings, licenses, knowledge of processes, supervision
of the erection of plants and their initisal operation, and the train-.

ing of personnel.

¥¥% The term synthetics in this memorandum refers principally to
synthetic¢ fibers, synthetlc rubber, and plastics but may also include
certain other synthetic products such as paints, detergents, and
entifreeze compounds.

*¥¥%%¥ Tn this memorandum the term fertilizer excludes organic ferti-

lizer.
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will be on expanding production of fertilizer, although ambitious
goals also have been established for synthetic fibers and plastics.
The goal for production of fertilizer in 1962 was originally a modest
3 million to 3.2 million metric tons,* but during 1958 it  was re- .
peatedly increased until a "leap forward" target of 35 million tons,*X
equal to the Soviet goal for 1965, was being discussed.

 In an effort to make maximum usé of resources, the Sino-Soviet
 Bloc 1s attempting through the Council for Mutual Economic Assist-.
ance (CEMA) and through bilatersl agreements to coordinate long-
_range plans: relating tdl;chemica.l";re‘search ‘and development and to i
production.of: chemical-equipment; chemicals, and chemical -raw ma-' : -
terials.: The USSR and East Germany will colleborate in chemlcal re-:
search and development. i Agreements have been concluded for delivery. :
of equipment to.the USSR by the Satellites, and, in turn, the USSR- -
will deliver.crude oil by pipeline to East Germany, Poland,’ Czecho-
slovakia, and Hungary to provide a source of raw materisls for pro- . .
‘duction of petrochemicals.:. Plans have been drawn up to insure ade-.
quate supplies of other chemical raw materials such as phosphorus ;-
and potassium ores, sulfur, and cellulose. Varying degrees of :
specialization in production are planned in basic: chemicals and .7
chemical .products Gy R R A
BRI 4 AP PP ST i ipe oo WEF AR WU
Along with the effort to exploit-internal resources, the Sino-. -
. Soviet Bloc has been seeking.increased assistance in the form of - .-
. chemical technology.and equipment from the Free World.: The need ' -
for Western aid is most. acute in production' of synthetics, particu- +=o:
larly those derived from petroleum and natural gas, although” a general
shortege of -chemical equipment’ is evident. From US firms,: which con-*
trol machiof-the petrochemical -technology,.the USSR, Poland,.-and disut.
Rumania have attempted, largely unsuccessfully, to obtain technology : .
for producing various types of -plastics, ‘synthetic rubber; and in- .. :
termediates from petroleum and natural gas. From Western European . e
end Japanese firms, the Bloc has been seeking, and obtaining in many £
cases, technology and equipment for producing a wide variety of. -:sii:
chemical intermediates and end-products. - To help finance such im- "'
ports, the USSR has been actively seeking credits, particularly in
Western Europe.. These efforts evidently have met with some success --
the President of the British Board of Trade announced, following the.
signing of the new Anglo-Soviet trade agreement on oLk May 1959, that
the Board of Trade is prepared to guarantee a limited amount of credit
extended to the USSR by private British companies. =~ o T.° R

R

¥ Tonnages are given in metric tonms throughout this memorandum.
¥% Throughout this memorandum, tonnages given for fertilizer are.on
an adjusted gross weight basis unless otherwise stated. - - ' :
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Increases in the va.lue of chemicel production in the. Sino-Soviet
"Bloc during 1958 ranged from 10 percent in East Germany to 56 percent .
in Communist China. As in previous years, these increases-were ..~~~ .
generally greater than those for total industrial production. In the
USSR, the value of production of the chemlcal.and rubber industries
° increased 13- percent:compared.with an increase of 10 percent in the . -
‘value of total dndustrial:production. ~In the USSR .and Communisd =ii.::
China, moteble increases in production of tires were ‘reported; inius:
both cases raccompanied by .increased imports of natural: rubber. :LThe';.'
‘rate ‘of ‘increase.in production’ of fertilizer 'in the USSR- slowed s 1=
" noticeably-in 1958, but:elsevhere:in the Blocsome impressive in—

' creases were: reported, pa.rtly as & result of Sorviet a.id. pmogra.ms
JORgps N

In view of the problems faced by planners in the Sino Soviet »
Bloc -in:their attemprts ‘to. accelerate the develoyment of -chemicaliii .
A production, underfulfillment’ of .long-range goals-is probable.-iThe -3
extent to which the new expansion programs will be implemented de-

" pends in part on. “the: results of efforts to obtain technology end - .
equipment. from the Free World.: Although the Bloc has already a.rra.nged
- for .purchase- of much* technology and ‘equipment, efforts to obtain. sorely
needed petrochemical technology ‘have not been notably successful ..=i.:
" Unless .the situation changes radically, underfulfilliment of" gosals.-for
'synthetics derived from petrochemicals is likely both in “the USSR and
in -the Europesan Satellites. An indication of the dependence on the.:
‘Frée World for .chemical-technology -and of other problems connected :
with the new programs is the report-that the construction.plan for-::: -
the Soviet chemical industry in 1958 was substantially underfulﬁ_'lled
" the greatest.. failures .apparently occurring in the construction of ’
plants for producing’ synthetics. Formidable problems are evident::. '
also- in Commmnist: China), “where progress in. 1958 toward : the amhitious,zi'
goal for production:of: fertilizer in 1962 was limited.:: At this: stage .
the goeal .appears. impossible of attainment. . In the USSR high-level""é-"
concern sbout -the progress. :4n :implementing the program for. the
chemical - industry ‘is: suggested by the fact that a report on: this
"subject ‘is scheduled to be presented in June.1959 to the Centra.l RO
~~-mittee of the Conmnmist Pa.rty by the State Committee for Chemistry.

SNET
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I . Bloc-Wide Developnents

Although chemical production in the Sino-Soviet.Bloc expa.nded e
rapidly between 1945 -and 1958, the pattern of, development - within the:" .
industry was uneven.  Investment in the ‘chemical:industry. dm'ing .this _
period was centered chiefly in inorganic:chemicals j+including : fer EBs
tilizer. . Some attentlon was-devoted-torexpanding.the- -output-.of. coal-..,?
tar chemicals,’ dyes, butadiene rubber;: ;- and: other- organic «products g
but, in contrast with:-the Free World,¥little:effort wag devoted. to#:
developing new types of symthetic: rubber; ;7 plastics,* fibers,**deter-i.g.}:
gents, and other chemicals. Closely re]ﬂ.ted to the failure of the:.
Bloc to develop new types. of -8ynthetics was the failure to* exploit—
natural gas and petroleum as'raw materials, 8 development’ which wa.s x
well under way :Ln the US and beginning in Western Eu:rope."* T EARA 7.";

2 1—;*' )\\ l}._« < _‘_a,.) —,..'. s

Thus,’ y by la.te :In 1957 5 planners in .the’ Sino-Soviet Bloc - fa.ced z
a situation which demanded action.’-As a Tesult of the previous: short-
sighted investment policy,:the chemical “Industry was:not.able tospro<-.
vide a sufficient volume of low cost’ synthetic -products: ‘possessing ;. =«
in many cases, the superior: or unique properties needed by industry
in the age of muclear energy,. gulded missiles, and supersonic- air--=:'-
craft. Furthermore, much of the..chemical processing “in’' the Bloc va.s
by obsolete high-~cost methods which consumed. vast quantities of.
scarce resources, notably agricultur&l products and.- electric pover..

23 SRR R R AR Y eSS \-";-f-:“—‘;" HOATEY

In order to correct this Imfe.vora.ble situation, ‘new ‘or Te--
vised plans for the expansion of the chemical:'industry have been~i:
announced since late in. 1957 by almost- all- of the cou.ntries of - the
Sino-Soviet Bloc.. The major ob,jectives of. thecnew Plans are to
speed up the development of synthetics, fertilizer; and. petro-
chemicals and to- effect smaller-but substantial-increases im’ other.:-
sectors. The Soviet economic Plan: for 1958 provided for a 68-percent
increase in investment in the chemical:industry.: Under:the Seven
Year Plan (1959-65), investment is scheduled to be gbout five times =
that during 1952-58 compaered with a doubling in total industriel .
investment. Production is scheduled to increase almost 200 percent
compared with an 80-percent increase in total industrial production.
About three-fourths of the investment funds allocated to the indus-
try have been earmarked for expanding production of synthetics and
fertilizer. Plastics alone will get 20 percent of totsl investment
in the chemical industry, compared with only 7 percent in the pre-

ceding T-year Period.




Taking their cue from the USSR, the Eu.ropea.n Satellites _'a.l’s'o'};
have announced ambitious plans for the chemical industry in 1959-65‘ !

Following a CEMA conference in November 1958 it was sta.ted in the
press . .

- Continued industrisl development neces- ..
sitates an even more rapid rate of growth of_j'-
the chemical industry in the CEMA partner.

.- _states, particularly in production of mineral <
. fertilizer; plastic materials, synthetic rub-
ber, a.ud chemical fibers. RN o

Subsequently, in December 1958 the fo]lowing planned 1evels of e
chemical production in 1965 relative to 1958 were announced:: Rmania,
four times; Bulgaria, 3.8 times; Poland, 2.5 times; Czechoslovakia,:.
2.1 times; Hungsry and East Germany,: two:times... In Conmunist. China,::
under the Second Five Year Plem (1958-62),. a very rapid expansion in -
chemical production is. sched.uled particula:rly in production.of fer-.
tilizer and synthetics. R R SO R P R U et T

B‘.: Intra-Bloc Coord.].nation

: The increa.sed. emphasis on chemica.ls in national -economic plans
has been accompanied by efforts to achieve closer coordination within
the Sino-Soviet Bloc in this field. These efforts.culminated in &'
plenary meeting of CEMA in Prague from 11 through 13 December 1958,
at which the council discussed a report of its permanent commission .
on chemicals¥*: dealing with "development, specialization. and:coopera~ ’-
‘tion in the ‘production- of plastic materials, .synthetic ‘rubber,- chemi-

" cal fibers, and fertilizer." - During 1958 ‘a " large number of pla.nning L
conferences were held, including conferences between the chemicai and. .
machine building commissions on the question of :supplying chemical:
equipment.  Bilateral agreements.have been concluded between -the USSR .
and the key Satellites; especially East Germany, for. coordination of '
activities relating to chemical production.  The importance of thé -
Soviet-East German sgreement and the over-sll plans for development
of the chemical industries of the Bloc was emphasized in a speech by ..
Khrushchev in July 1958 at the Bitterfeld Chemical Combine in Ea.st

* The commission, known offlcia'l_h' as the Perma.nent Commission for .
Economic, Scientific, and Technical Cooperation in the Chemical In-
dustry, held its first conference on 8 October 1956. Earlier .efforts
in the chemicals field had been confined mostly to coordinating plans
for foreign trade, but during 1957 an increasing interest- in the CO-
ordination of production of plastics was evident.

Z5 .



Germany. .Full details. on the new Bloc program for collaboration in
the chemical industry have not been released, but evidently plans

have been drawn up for increased coordination of production, re=-::
search and development, and supply of equipment. ST

The most publicized aspect of the collaboration in chemica.l
production within the Sino-Soviet Bloc is the plan-to.begin. the de~".
velopment of petrochemical industries, based:on Soviet.oil delivered
by pipeline, in East Germany, Czechoslovakia, Poland,: and Hungary.*._..
. Byproducts of petroleum refining should provide.a more -economical
" basis than calcium carbide. derived from coal:or agricultural prod
ucts for the manufacture of plastics; synthetic.fibers,. synthetic
rubber, and other products.. A large portion of the technology
involved, however, will have to be obtained from the Free World.
Steps also  will be:taken to -insure adequate: supplies- of other. cheJni-.f~
csl raw materials:in <the:Bloc. :The USSR will increase deliveries: of
apatite,:a source of:phosphorus,. for production of: fertilizer.:. Imcz.
this_connection:a Polish radiobroadcast: reported -that: an:enterprise..:
would be built on the:Kola Peninsula to serve the.-needs of Poland,
East Germany, and: Czechoslova.kia.. -Poland.will. supply. sulfur, the
USSR and East Germany will increase shipments of:potassium -saltsy
and Rumania will export cellulose. Varying degrees of speclaliza-.
tion in production are plenned in basic:chemicals and chemice.l prod-
ucts, depending on technical capsbilities, requirements,’ and the’ .
availsbility of raw materials.:.In view of.the. great:variety: of syn-.
thetic- materials, coordination of plans for prodnction is. being :
emphasized R T el Sein g

ut !1"‘

With respect to research a.nd- development a serious attempt
wi:L‘L be made to .pool: resources.!: In particular;: the: USSR wants:to
make*greater:use. of:the; East Germsan; potentials: Khrushchev, An &
speech. at: the Bltterfeld— Chemica.l Combine in -East Germsny: in July.
1958 discussed. the. question of.funiting our .efforts. in. the: field.
of development-of. science and technology, in the.field .of: engineers=;,
ing, technical: actlvity,‘and designing.’.- There: is; evidence also.: of:
Hungarisn participation.:..A: recent. report stated that before. 1958 ¢ _
there had.been,little or no .cooperation between Bungary- and the: USSR
in chemical--research:and development but.that.the USSR:now wants-to.x
make use of Hungaria;n. chemical research institutes.and engineering- 3
facilities. " Hungary. reportedly- is designing ‘8. nunber :of :chemical::
plants for the USSR, in one case employlng a process developed by
Hungarian resea.rchers.c-r-:_au-_.-... et DIE LI el ERTET T ‘

* In Ruma.nia the development of ar petrochemice.l industry based on
1ndigenous resources- 18 already-under way. In Western Europe:a very
rapid expansion of production of petrochemica.ls has taken place in
the last few years. o . n S . _ _
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' The, supplyof/chemical iequipment 1T
neck in the drive to develop the: Chemi"al“industri

all availa.ble ca.pacity in' the. Bloc for prodncing chemical“equipmen’c
Underscoring the: critica.l natu.re of: -the: . problem, ofusupplying chemical
equipment as well’ as. the ‘meed ,for coopere.tion,lthe«Cha.irma.n of the"‘
Polish Planning Commission,‘-‘in discussing&olish‘iplan S¥or.1959-65
sta.ted T )

pafratus An-Socislist countries willibe Ao
-difficult matter. due; to. the fact :I:hatl a.ll_A

For. this reason, production specializatio
and. cooperation between member-countries,

the Soviet chemica.l industry An 1959—65, ﬁaid that thelUSSR hoped
to get increased quantities of.chemical: equipment}from the Batellites. .
Czechoslovakia -has signed an- agreement’ todeliver. Xi 9,billion ruﬁles* =
worth, of. chemical:equipment:to -the USSR during:1959-65.:z East. Germany, -
Poland and Hunga.ry also are. scheduled to supply chemical’equlpment‘ e

Along with the effort to exploit the Tesources: rofi the Sino-.i-.? ’
Soviet Bloc to the fullest extent, an accelerated. campaigniis under::
way to buy technology and equipment‘from the Free World.” The. needt:‘-“
for Western aid is most.acute in production of syntheticsj :particu-
larly from petroleum end natural gas, an area. in which a. serious’ lag

¥ The official rate of exchange, L rubles to 1 US dollar , may not
be an accurate reflection of the dollar value.



in Bloc technology has developed.* In referring to this problem,
Khrushchev sta.ted in May 1958

v T T :
.- "= We will need a large amount of equip-
<~ 'ment which must be designed and produced .
-+ anews It would also be expedient to order - . .. i.
e pa.rt of this equipment in capita.list o

* A good example of the le.g in petrochemical technology in the Sino-

"+ Soviet Bloc and the.economic: significance  of this lag is in the manu-

facture of synthetic rubber, specifically those types derived from
butadiene. According to Soviet estimates, the cost of producing
butadiene-styrene -rubber from calcium carbide is 10 to 25 percent
more, and from ethyl alcohol obtained from agricultural products it
1s 200 Percent more, then the cost of producing it from petroleum

by the new so-called direct processes. When ethyl alcchol is ob-
tained from petroleum rather than from agricultural products, the . -
cost of the rubber probably is asbout 50 to 100 percent greater than .
the cost by the direct processes.. With the exception of a small. .
quantity of butadiene produced from calcium carbide in West Germany,
.the butadiene produced in the Free World is by the direct processes
from petroleum or natural gas. ' :

In the USSR, which along with’ Germany led the world in production
of synthetic: rubber before World War II, much of the butadiene sti.’L’L
is produced from ethyl alcohol derived from grain, potatoes s and:
molasses, although conversion to a less costly process using alcohol :
derived from petroleum is now under way. The USSR has not yet been
able to complete and put- into operation its first plant: that is to .-
employ a direct Process at Sumgait.: This process presumsbly is one -
developed by Soviet chemical engineers beca.use the USSR ha.s not ob- :
tained a direct:process from the US.-: - - )

- In East Germany, -all: production- of butadiene is based .on ca.lcium/ '
carbide 5 which requires large inputs of electric power for its manu-
facture. - Obsolescent Soviet and East German technology is being -
passed on to other courntries of the Bloc. (Cselcium carbide is to be o
- the starting material in two plants now under construction, one in
Poland and the other in Communist China. Alcohol derived from petro-
leum is to be used.in two additional plants, one in Czechoslovakia
and the other in Communist China. On the other hand, the USSR re~ ... -
portedly is helping Rumanis. to build a plant employing &8 direct -
brocess, presumasbly simllar or identical to that at Sumgait. For
further details on developments in the synthetic rubber industry of
the Bloc, see II, p. 12, below. :




countries, primarily the US, West Germany: SooirEe
: and Britain * o0 -

As a followup to his speech An Ma.y, Khrushchev mentioned chemice.l g
equipment in his letter of Jume 1958 to President Eisenhower on in-.

- creased trade between the US and the USSR.

: Following Kh.rushchev's policy pronouncements, the efforbs o:f
the Sino-Soviet Bloc. to obtain technology and equipment from the o
Free World were accelerated. The countries of the Bloc have been-
attempting to buy petrochemical technology from the US because US
 firms have proprietary control over much of the advanced technology,
but their efforts have been largely unsuccessful. The USSR, Poland,
and, to a lesser extent, Rumanis have tried to obtain technology for
producing various types of plastics, synthetic rubber, and inter-
mediate chemlcals from petroleum and natural gas. The USSR, Poland,
Rumania, ‘and Czechoslovakia have been seeking and, in’ some cases,
obtaining assistance from Western European firms in the form of tech-
nology, complete plants, and misce]laneous equipment for producing .
a wide range of chemicals, and chemical products, including basic and
intermediate ‘petrochemicals, chlorine, caustic soda, cellulose, rayon,
cellophane, plastics, synthetic fibers, synthetic rubber, and tires.
The USSR and more recently Poland have been negotiating for the pur-
chase of Ja.pa.nese chemical equipment and technology. " o

‘ In order to pa:y for growing imports of chemica.l eq_uipment
and goods , the USSR has stepped up its exports to Western Europe,.: .
notebly of petroleum. The demand for equipment from the Free World
however, .1s evidently greater than the ability of the USSR to. ﬁnance
such purchases through exports, and the USSR is actively seeking -
credits, particularly in Western E‘urope. These efforts evidently
have met with some success; as the President of the British Boa.rd of
Trade announced after the signing of the new Anglo-Soviet trade
agreement on 24 May 1959, that the Board of Trade, through its regu-
lar facilities, is prepared to guarantee a limited amount of credit

extended to the USSR by private British compa.nies. .

* Tn a less publicized speech s month before, the Soviet delegate
to the Economic Commission for Europe, taking the same approach
taken by Khrushchev, appealed for an exchange of technology in the
synthetics field, strongly emphasizing the importe.nce of synthetics
for consumer goods.

-9 -
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:ie,D; chemical Production.“in':l958

N

-—\(

The chemlcal 1ndustries of the Sino—Soviet Bloc made substan—-
tial progress in 1958. Increases in the value of chemical. production
ranged from-10 percent: 'in- East" Germany: to. 56 percent in Communist -
China, as shown: in Table’l‘*ﬂln ‘East? Germany ‘and -:North” Koresa the per_.é

lcentage increase in chemical,prodnctio”'Vas’less than‘the'percentageiﬁ?

I AN LA :
-:“‘_:‘*, ‘J.}'; M QRIS A5t R A S

£

Poland )
Czechoslovakia :
Rumenie . -7
Hungary . -7
'ngmda-:
Communist. China
North Korea' :

,A‘.""-

a. From official ‘indexes- unless otherwise Toted. -
b. The increase in:the’ “value ‘of productlon in 1958 as ' a proportion
of the value of production in 1957'* -
c. Including the frubber: industry.- - 2 X = i
d. Including production ‘of synthetic motor fuels an.dlu_bricants.~
e. State industry’ only.. Percentages are based on - pet value of St
productlon. S o

f. Including the petroleum and aluminum indnstries. N R
g. Estimated ) ' -

A,>rf',¢ 1A%

increase in total industrial production, and in Czechoslovekia it

was about equal. In the other countries of the Bloc, . growth of chemi-
cal production was greater than that of total industriael production. - -
In the USSR, the value of production of the chemical ‘and rubber indus-
tries reportedly increased 13 percent compared with a 10-percent in-
crease in the value of total industrial production. Increases in

- 10 -



chemical production above the average for all industry have been a‘ i
characteristic feature of economic development in the postwar period-.:_:
in both the Bloc and the Free World :

- S Increases in production of fertilizer in the Sino-Soviet Bloc
varied widely in 1958. - In the USSR, -production increased-only 6 per-:
cent to 12.4 million tons, less than the reported increases of T per-:
" cent in 1957 and 13 percent in 1956. 'In the first quarter of 1959
production of-fertilizer increased only 2 percent...The current rate
of expansion 1s far out of line ‘with an original goal of 16.5 million:
" to 18.5 million tons of capacity by 1959 and the newly announced goa.'l. o
' for production of 35 million tons in 1965. Elsewhere in the Bloc,. -
some notable increases in production of fertilizer were: ‘recorded.

In East Germany and Poland the increases were modest, but in the re-. .
maining countries of Eastern Europe and in the Far East increases”
ranged from 20 percent in Czechoslovakis to 63 percent in Communist
China, . These' impressive increases, in many cases from low levels of -
production, are partly the result of Sov1et aid programs. . S

- In the Tubber industry, Soviet production of tires increased ‘
13 percent the largest increase reported for any major chemical -
product and Communist Chinese production reportedly increased’ 97 per-
cent,. i These increases in production of tires have been accompanied
by increased imports of natural rubber by both countries.* A press ' °
report noted that as'a result of expansion in thé rubber industry e
Chinese.demand for natural rubber. increased more than 80 percent in
1958. . In the USSR, increased imports of natural rubber may reflect.
a lagging program for. production-of synthetic rubber in-addition to
increased requirements forcurrent use and stockpiling. :Ofinterest
in this connection’is the Soviet plan to produce polyisoprene, al-iln
synthetic rubber almost.identical to natural rubber,: in’ sufficient*?
quantities so that by 1965 imports of natural rubber will not be/
necessary. ** : » ;

o

Notable achievements in prodnction of synthetics in the Sino—
Sov1et Bloc during 1958 were few. From the Soviet announcement of
plan fulfillment, shortcomings in production of plastics and syn-
thetic fibers can be inferred. Moreover, a percentage increase in 7
production of synthetic rubber was not reported, and serious dif-
ficulties may have been encountered in this sector. Aside from a
reported 13-percent increase in production of .synthetic rubber in
East Germany to a level above the goal for 1960, reports of signifi-
cant advances were absent. In Poland, unsuccessful attempts were

¥  Communist China reexports some natural rubber to other countries
of the Sino-Soviet Bloc, including the USSR.
** TIn the US, production of polyisoprene on a limited scale began

in 1959.
- 11 -

sl on



made to get production of synthetic rubber under way a.t a large plantgj‘-_
bullt with Soviet a.id . :

.........

Reflecting the lag in the production of synthetics in the RN
Sino-Soviet Bloc, exports by the USSR and Poland. of benzene and cer-'
tain other basic organic coal chemicals used .in production.of. syn-"
thetics continued at a high level in 1958.. Soviet-exports.of:ben-
zene td the US, which account for a substantial share of the*total
value of Soviet exports to the US, were given a great deal of. pub—
licity in the US press following the announcement by & US chemical
firm of plans to buy large quantities of Soviet benzene in 1959~ 60.

II. Developments in Each Country

A. USSR

1. Announcement of the Seven Year Plen (1959-65)

a. Introduction

The Seven Year Plan (1959-65) assigns a high pri-
ority to the rapid expansion of chemical production;. as fore--:
shadowed in a speech by Khrushchev: in May 1958 before the Central
Committee. The plan calls for production-of chemicals by. 1965 to*
be ‘almost three times that in 1958 compared with a planned increase;_
of 80 percent in total industrial production. Although the planned -.
rate of growth in the chemical industry is not strikingly different -
from that achieved under the Fifth Five Year Plan (1951-55); it is.
very ambitious when compared with the rather modest achievements: in
1956-58. Between 100 billion and 105 billion rubles are'tobe in-* -
vested in the chemical industry during 1959-65, five -times the in-: -
vestment during the previous T-year period (1952-58):::1In: comparison,
total investment in industry is scheduled to double.:: Key aspects- /2
of the new plan for chemicals include rapid development of productidn
of synthetics and fertilizer and exp101tatlon of petroleum and natural
gas as chemical raw materials. x

b. Synthetics g . _ S b_ : ; /

More than half the planned capital investment of
100 billion to-105 billion rubles In the chemical industry has been
allocated to the expansion of production of synthetics.* Although it

¥ On the basis of a recent article in a Soviet journal, it is esti-
mated that about 34 billion to 45 billion rubles will be invested in
facilities for producing synthetics (including artificial fibers) and
16 billion more rubles in facilities for processing these materials. -

- 12 -
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possesses the worldfs‘seconaﬁiéigééﬁi?ﬁéaiégigih\ ] VOO =577
ranks only fifth.in production of plastics: sixth -in’ production
of chemical fibers* and produées¢1eS§?thanibnéétﬁifdfasfmﬁch‘synkg@
thetic rubber as does the US. - The scheduled investment is expected
to raise production of plastics in 1965 to more -than’seven times
that in 1958; of chemical fibers, four- times;” and of synthetics
rubber, more than 2.5 times.** : Production. of ‘polyethylene-and -=’.i’
polypropylene, versatile plastics with'bro@d_cdnsumer;ﬁiﬁdnstrial,gg
and military uses, is scheduled to ipcfease“246§tim§5”inLthe'j—year*
period. These goals, even if achieved; would mot:result in produc--
tion greater than that of the US;” although production of the major =
synthetic products might approach the level .attained:in the US in =
1956 or 1957. . oIS T SRR DL RN b DAL S

3T

kY

The plan for production ‘of synthetic rubber fore- -
shadows a change in Soviet foreign trade.- By 1965, polyisoprene . .
rubber, which has properties very similar to those of natural rub-
ber, is scheduled to constitute almost 25 percent Of the ‘total pro- -
duction of synthetic .rubber, and Fedorov; Chairman of:the State Lo
Committee for Chemistry, stated that fulfillment’ of .the plan would - -
enable the USSR to eliminate the importation of natural rubber.
Soviet sources emphasize, however, that considerable technical: dif- -
ficulties must still be overcome before - commercial production can . ”
be attained in the USSR.¥¥¥ . - = . ' 7 vmiZioigs oo e s o0

: . From the Soviet'pointhffview,thefemphasiSfon expan--
sion of production of synthetics 1s clearly Jjustified. More and - "~ .-
better synthetic materials are reqpired_tolimproveAthe'range’and
quality of products for consumers and ‘industry.i Also, in recent ' :
years, synthetic materials have received-increaSed'attention'from

the military forces, which can use the heat resistance, light weight,
and electrical properties of many ‘synthetics to good advantage in:
the manufacture of radar, missiles, and high-speed aircraft. In/ '
addition, some types of synthetic rubber and'piastic'are now used -
as fuel-binders in solid propellants for missiles: In connection -

¥ The Term chemical fibers in this memorandum includes synthetic
and artificisl fibers. The term artificial fibers refers to the /
type produced from regenerated cellulose, generally called rayon..
¥%¥ fThis goal for production of synthetic rubber was given in May
1958 in a speech by Khrushchev to the Central Committee. Accord-
ing to the drafts of the Seven Year Plan, the capacity for produc-
tion of synthetic rubber in 1965 is to be 3.7 times that in 1958,
indicating that the goal announced by Khrushchev may have been
raised when the Seven Year Plan was drawn Up. o
*¥%% Tn the US, production of polyisoprene on a 1limited commercial
scale began in 1959.




-+ With missiles, Khrushchev stated: that it would have been impossible -:--

~ to launch the sputniks and::the first artificial planet without both -
synthetic polymeric materials. and synthetic fuels. Furthermore,.

the lack.of adequate synthetic-materials has been .costly to the _ -~

. Soviet economy.:: For example, & Treported annual saving of 2 billion
to 2.5 billion- rubles could -be effected by the use of improved types.

~of synthetipe rrubber .and: the, substitution of synthetic cord. for cotton -

in the- manufactu.re -of tires. ~Lack of - synthetics also has necessitated -~

the use of: :expensive metels- in many applications for which the cheaper.

synthetics, particula.rly plastics,:are ‘1deally suited.. A recent i c. . -

- article ‘in.a"Soviet:’journal: reports that the use of synthetic materials-

~ under the Seven Year Plan could result in a saving of Uk billion-

rubles in capital investments and 51 billion rubles in operational-
outlays, with- attendant savings of more than 300,000 tons of nonfer—
rous metals and more than 500 000 tons of ferrous metals. :

w\-- :-:

- Petrochemlcals

s ;.The Seven Year ‘Plan: caJ_'Ls for vastly expanded use of
petroleum and.- natura.l gas:as-‘raw ‘materials.for the chemical 1ndustry. :
In- contrast ‘with the US ‘chemical™ dndustry, -the Soviet chemical .in~ .-
dustry has;+ito .date,’ produced only-limited quantities of & few- chemi-.:
cals, notably. ethyl. alcohol ,rfrom petrochemical raw materials.i:As’
an 1ndlcatlon of the magnltude of the new program,.annual consump- -

tion of liquified gases, "natural gasoline, and natural gas¥* by the :

" chemical industry.is’ scheduled to: 1ncrease about l9 tlmes du.ring the
period from 19‘59 to 1965 T I S N T

e R Among the basic and.-;lntermed_late chemlcals which are
scheduled to be - derived.- wholly or partially from- petrochemical
sources are’:ethylene, propylene, :a¢etylene,. butadiene;: phenol, am—. - o
monia, ‘ethyl: alcohol;and acetone.#-From.these chemicals will be | - 7
" produced such:items as -plastics,- ‘synthetic rubbery synthetlc fibers,
fertilizer; and detergents. The. dramatic. nature of the change:in. ¢
the rav material base.is illustrated in the -following tabulation,
which gives the planned changes in the use of raw materials for
synthetic rubber .in percentages of synthetlc rubber to be derived
from each raw materlal *‘* R - A :

* ‘Excluding natural gas produced-in association with crude oil.
In 1965 the chemical industry is scheduled -to consume 8.5 billion
cubic meters -of natural gas, including associated gas, out of a
total planned production of 150 billion cubic meters.

*¥* Data are approximations only. Minor amounts of some raw ma- -
terlals ev1dently are not 1ncluded
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_..©  The shift to.production’ of.chemicals from:petroleum:::
and natural gas sbould result in considersble savings to the Soviet.. '
economy. Conversion to the use of petrochemicalsraw materials dn i

production of synthetic rubber snd ammonia fertilizer alone reportedly
will save more than 5 billion rubles in 1959-65 5 AssTecently as 1957,

more than 1.7 million tons of high-cost edibie products* were used.to

produce- industrial -ethyl’alcohol j(used in .the:manufacture of -synthetic
rubber ) ;: and:almost ; 400,000 tons of -edible .vegetablezoils wereiused i

to producesoap:s T s IR S i
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SR RO _f-fRéﬁéWédﬁ;émphasié:‘c->n“.thé-fertili.iersindﬁétfy,,*iéﬁg '*a.:-;-"»‘-"
preferential  sector-of: the- Soviet chemical. industry; is evident in®-

the new Seven:Year: Plan:::Whereas production‘:in':recent:’s’yeg._rs';h‘asﬂjzﬁ
been increasing at-a’'rate far less than that.required to:reachiorigi--
nal goals of 16.5 million to 18.5 million tons.of capacity by#19597 .
and 28 million to 30 million tons by 1964, the goal-under the new B
“plan is 35 million tons in. 1965 ~.Attainment of this mew goal will
require an investment of 20 billion to 25 billion rubles, one-fifth

to one-quarter.of.the total investment planned for the chemical jn-
dustry during 1959-65. - The boosted goal forlprodnctioﬁ"-'ofifertilizer'
may have beéenithe result of a. last-minute decision,‘.f;inasmuch'as?G_os-’-‘
plan has indicated that supplemental -funds. will be ‘required for ex- '
panding production of fertiliger. ... - ¢ O e AR R LR U L

TR e . e =

<o s-.In spite of the ambitious goal, agricultural 'requix/'e-"-
ments for fertilizer in 1965 will not be satisfied even if:the plan-
is fulfilled. -Agriculture is scheduled to receive 31 million tons of
fertilizer in 1965. Reportedly, 31 million tons of fertilizer would -
satisfy requirements for the basic technical and subtropical crops ”
and permit a fivefold increase in consumption of fertilizer for other
crops.¥* However, Soviet agricultural specialists have estimated

* In terms of grain. : . S
¥% Ten million tons of fertilizer reportedly will be needed in 1965
for the basic technical crops.
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that optimum needs for fertilizer will be considerably greater than
31 million tons.- The All-Union Academy of Agricultural Science

imeni V.I. Lenin estimated before the announcement of the new plans
for production of fertilizer, that "minimum" requirements would be
45 million:tons by 1965.. Other Soviet institutes have estimated

that "potential" requirements would be 70 million to 75 million tons
by 1975. SIELE e - > . L R

. Ultimate satisfaction of agricultural requirements
for fertilizer will depend not:.only on increased production but also
on improved distribution and storage facilities.- A lack of adequate
. storage has led to large losses of fertilizer, in some cases amount-~
ing to 20 percent of: the..amount . delivered.;u.: ..
ST ,'c"»n '&‘_."":35,,L3'.-'7:3i;:— 3 R

Other Developments

oA o

Reorganization - :

soE

The reorganlzation of the administratlve apparatus of
the Sov1et chemical industry:also was a: significant development in 1958.
The Ministry of the Chemical Industry had been retained following .. . .
the. reorganizatlon of :Sovietindustry in mid-1957, although operat- R
ing control of its producing Plants.was transferred.to the Councils’ .- - -
of the National Economy. - Subsequently,  in June 1958, the Ministry
was reorganized.into.the’ State Committee for Chemistry under the :+ -
Soviet Council of Ministers. i Little is. known of_the new State Com-.
mittee except. that-it.is: responsible for technical guidance of the . -
chemical 1ndustry, a stated function of 1ts 1mmediate mlnisterial1 o
predecessor.t : SRR LN LN S S

. : \,-:3 R
:=Performance-:of .the: Industry

ERWrEEa .A.._"i..,u €5l ekl Lana

' : ‘ivﬁ; The value of: production by ‘the Sov1et chemical in-fv»/
dustry reportedly.increased 13 percent:in 1958. Preterm fulfill-: .
ment of the plan for 1958 was.reported for fertilizer, sulfuric : = - ..
acid, synthetic ammonia, caustic soda,.soda ash, synthetic rubber, :
and motor vehicle tires. Overfulflllment of the Plan was reported

for the basic types of plastics and chemical fibers, but the ter-
minology used suggests that: the'plan for total production of these
items may have been underfulfilled.- The 6-percent increase in proe
duction of fertilizer is to be compared with a [-percent increase in
1957 and a 13-percent increase in 1956. In the first quarter of -
1959 the increase was only 2 percent. The reported Soviet production
of selected chemical products in 1958 is shown in Table 2.% .

* Table 2 follows on p. 17.
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Table 2
Reported Production of Selected Chemical Products .
S o . in the USSR '
1958
, Proportion . -
Production of Production
S R SV I S e in'l957.
Product Unit Amount - - (Percent)-

Fertilizer . Thousand metric tons 12,400 = = 106
Sulfuric acid - . Thousand metric tons 4,800 105
Chemical fibers  Thousand metric tons 166 - 112
Motor vehicle - . . : : ) Tl S -
. tires u.: oo -.i0. Million units ibh 113 o
Ethyl alcohol " Million decaliters 163 1ok oo

. . v .mar. The plan'for'investment was underfulfilled by 15 per-. "
cent in 1958, and only one-third of the installations scheduled to be -
put into operation in 1958 actually went into operation. The greatest
failure apparently occurred in the construction of plants for produc-
_tion of synthetics. The major causes of the underfulfillment were '
the inadequate provision of equipment, supplies, and technical docu-.
mentation, the lack of advanced technology, and the unsatisfactory
work of contractors..” A contributing factor probably was insufficient .

coordination between the chemical and petroleum industries.s. -

e Soviet progress during 1958 in the development of the
petrochemical industry was slow.. Lack of equipment delayed comple- .
tion of petrochemical facilities for production of synthetic: rubber
at Sumgait and Voronezh. Similarly, lack of both equipment and tech-
nical data retarded comstruction of facilities for production of
polyethylene. Most of the completed petrochemical units were experi-
mental or pilot plants. An experimental shop for production of acety-
lene from natursl gas was completed at Saratov, and an experimental
unit for production of caprolactam from oil by rhotosynthesis was
installed at Kirovekan. In addition, a few experimental polyethylene
shops were commissioned. The introduction of petrochemical processes
on & commercial scale during 1958 apparently was limited to the con-
version of part of the Stalinogorsk Chemical Combine to the use of
pnatural gas as a source of hydrogen for the manufacture of ammonia and
to the initiation of production of synthetic ethyl alcohol at- Groznyy.



-, A move which probably will result 1n improved coordination between'
. the petroleum and chemical industries was the replacement in mid- ' -

1958 of S.M. Tikhomirov, Chairman of the newly formed . State Committe‘eb:"

. for Chemistry, by V.S. Fedorov, a former Deputy Minister of the
~ Petroleum Industry. i '

. Notable developments in Soviet trade in chemicaJ_s and
related materisls during 1958 included a rapid increase in imports of -
naturel rubber from Southeast Asia and a continuing high level of ex-

- ports of benzene to the US. Since 1951+ the USSR has rapidly increased

its imports of natural rubber, probsbly to replace depleted stockp:u.es:’_:

and to atone for the failure to expand synthetic rubber capacity. to
the desired levels. From less than 500 tons in 1954, imports of

. natural rubber rose to more than lhO 000 tons in 1956 and 1957 and a.re '

estimated to have exceeded 200,000 tons in 1958. A report from .Singa-"

pore early in 1959 notes that the USSR has shifted its buying to lower

grades of rubber. Since high-grade rubber usually would be used for
~stockpiles, this shift may mean that Soviet stockplles of natural rub-
ber are now at a satisfactory level. . L

According to the US Department of Commerce, Soviet ex—
ports of benzene to the US, which averaged 87,000 tons annually during
1955-57,. totaled 83,000 tons in 1958. ILate in 1958 a US firm a.nnounced.
that it would purchase 90,000 tons of benzene annually from the USSR
in 19‘59—60 at a price somewhat less than that of US producers. The,
initial press.reports, which exaggerated the price differential and.
which generally did not mention previous shipments of Soviet benzene :

to the US; suggested that the Soviet motive. was economic penetration. _

In fact, the USSR currently has a substantial surplus of. benzene. be-

cause the quantities which are recovered as a byproduct of coking -
operations are substantially in excess of Soviet requirements for the
lagging synthetic organic chemical industry. Although Soviet exports

of benzené will decline eventually unless additional quantities of . /' :

benzene. are produced from petroleum sources, a recent report :Lnd.lcates

that exports to the US in 1959 will exceed 100,000 tons. :
3. Outlook ' ' N

. Lagging constructlon probe.bly wi]_l contmue to harass the
Soviet chemical industry during 195G, when investment is scheduled to
be Tl percent greater than in 1958.. Major delays sgain can be ex- -
pected in the construction of plants to produce synthetics. Althougb
imports of chemical plants and equipment probably will increase dur-
ing 1959, a continuing shortage of equipment can be anticipated.
Nevertheless, production probably will increase during 1959 at a rate :
approximately the same ‘as that in 1958. :
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The long-range prospects for developnent%-of.,tliefoviet ‘
chemical industry are promising, although goals for 1965, particu-
larly those for production of synthetics and fertilizer,-appear to
be too ambitious. Attainment of the gosls hinges largely on progre
in petrochemicals, a field in which the USSR has not’ yet demonstrated:
a high capability and in which foreign purchasing efforts héve not®i
been notsably successful. .Also,. shortages of adequately’ trained man=i
power may hamper growth of the industry: “During the- early yesrs ofAy
the Seven Year Plan, increases in chemical *’productibxi%'-proﬁ‘ably;iri]l%‘i‘fé
be below the annual rate required to meet the plan; but-highériratesd
of growth can bé expected by 1962 or 1963.%- Even without-attainmer -]
of the goals the increase in chemical production will be “significan
however, improving Soviet capabilities for production of advanced?

military materiel such-as missile parts, propellants,”and ‘radar ‘and#
providing a firm foundation for increases in production’ ofindnstrial

- 4.
- LT v

and consumer goods.

‘ Of the goels for. productionof. synthetics in 1965;* the
goal for. production of chemicsl: fibers appears most- attainable. - Th
USSR has slready srranged for purchase of several fiber plemts from
the Free World, and such,purchases probebly will continue. L By - con
trast, the goal for production of plastics appears too ambitious; VA&
even granting some. importation’of Western plants and: equipmen
thermore, it is doubtful that the USSR will attain- the goal¥for:pro
duction of polyisoprene rubber:or the-goal for production’of ‘all ‘types
of synthetic rubber. Fulfillment of the.goal-for: production’of ‘fer
tilizer also is doubtful.. As’ with syntheticsj*the lack: 6f ‘equipme
will continue to hamper expansion of the fertilizer'industry %" The
goal for production of tires appears. fairly reasonsblei! Thé~USSR“hat
glready arranged for the importation of a large; highly automatéd i

and mechanization of the Soviet chemical industry, particularly’ id
enterprises producing synthetic materials and fertilizer .  Even &+
modest effort to improve mechanization will provide opportunity for
a significant increase in labor productivity.. A delegation of US *
specialists in plastics visiting the USSR in June 1958 concluded that -
a large saving in manpower was possible by minor improvements in mech-
anization. - o e I e

High-level concern about the progress in implementing the
Soviet program for the expansion of the chemical industry is sug-
gested by the fact that a report on this subject is scheduled to be-
presented by the State Committee for Chemistry to the Central Com- . .
mittee in June 1959.



B Ea.st Germany

l"""~New Plans

\,l‘-~'

S a Increased Emphasis on Chemica.l Production -

: : While a.ddressing an East Germa.n audience in July 1958
Khrushchev publicly called for the’ support and cooperation of: East-
Germany with the USSR in the expansion of the chemical industries of
both countries. He spoke of :"the necessity of uniting the ‘efforts of
the German people w1th those of the people of the USSR" and added- -'_’-’:~

el e = i

"To coordinate “our efforts, to use more
rationally the material: resources of our - -
countries with a view to achieving a speedy

S development of the chemical mdustry, we--

~ must e, glve ‘careful thought to ... coopera-
. tion and specia.llzation of production pro— :
o cesses. SO S

. East Germa.n Deputy. Premier Walter Ulbricht was more;i
: speciflc in his report-on the:following day to-the. Fifth Pa.rty Con-
gress of the Socialist Unity' (Communist)-Party (SED);, when he out- :
1ined an ambitious program for -expansion of the chemical industry - -
under the Third Five Year Plan- (1961-65)." ‘According to his” state-:
ments, gross production of; the chemical. industry was to increase by
more than 60 percent during the period, -with particular emphasis on
plastics._ Later statements in the East German- press noted. that syn- '
thetic flbers also were to be a key item in the expansion. -

Ulbricht also mentioned tha.t the USSR. was go:Lng to /
deliver :meortant materials to East Germany to aid in the projected’ .
expansion program and ennounced a plan to build both an -0il pipeline
to East Germany and a new refinery- to Jprocess Soviet oil into fuels
and chemical raw materials. ' This announcement was the first indica-
tion of the intention to shift the East German chemical industry /
gradually away from the use of calcium carbide as a starting material
for production of synthetics and to establish a modern petrochemical
base for this ty'pe of production. B

During the months which followed these two speeches,
the chemica.l industry, the supporting industries such as the machine
building industry, asnd the Party organizations began to work out the
concrete details of the program. In November, Ulbricht gave another
speech, in which he spelled out in considerable detail the tasks to
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be accomplished. By the end- of. 1958 the initial stages of the pro-_".
gram appeared to be in ful_l swing. LE ey

b. Key Aspects of the Third Five Year Plan (1961-65)*

. In production of plastics and synthetic fibers 5 East
Germany is -among the leading producers:in;the world., It claims to.
rank fourth in production of plastics per capita'and first. in pro
duction of -cellulose-base (rayon) fibers per.capita.-.In the:Sino-:
Soviet Bloc, only the USSR producés more synthetics.: Nevertheless R
Ulbricht acknowledged in his:speech-in-Novenbersthat.the East. .German
chemical industry was lagging behind-the Free World-in lerge<scale
Production of plastics and synthetic. fibers-and noted :-also.that.the :-
assortment of these products needed to be expanded.: He- also: stated
that plastics and fibers were Mof- decisive importance in .the: further
development of the national: economy . for satisfying -the needs of -in-:.7
dustry and the population.“ - Consequently, - imary attention is: being
focused on synthetics in the expan510n program of the chemica.l indus-

_- In 1965,, production ‘of plastics in East Germany is :
scheduled to be about 300,000: ‘tons, .or:250.percent of . the, .Planned
production for 1960. .- The plasticiexpected’:to: show.the" greatest:;
absolute increase lis polyvinyl .chloride ,cprodnction of .which. is to
be 120,000 tons, twice that planned.for 1960.::Polyethylene is. fore-
most among the plastics that are to be made.for the first. time in ;- 2o
East Germany, and an optimistic goal of 50,000 tans has been reported ,
for 1965. Production of other types of plastics-also.is to be in- - -
creased, not only in order to: “expand exports.to-other. countries. of
Jthe Bloc but also to provide a-greater supply .and: -variety.of input
‘materials for the machine building industry, especially .the elec—.'.
trical equipment industry..:-In.addition, -the increased production.—,,
of plastics is expected to benefit the’ construction industry: and/ to
improve the lot of the East German populace by supplying more conm
sumer goods and furnishing packaging mater1als for food and other
products. : . R

Production of synthetic fibers is to reach 38,000 tons
in 1965 » or 460 percent of that planned for 1960. Expansion plans
emphasize production of wool-like synthetic fibers, Prelana and -
Wolerylon, which resemble Orlon, and of Lenon, which is similar to .
Dacron. Combined production of wool—llke fibers is to be 20,000 tons,

¥ By March 1959 the. East Germsns were talklng in terms of a Seven
Year Plan for 1959-65 rather than a Five Year Plan for 1961-65. No-
ma jor changes in the goals for production of chemicals in 1965 have
been noted.




~

.of artificial fibers is planned, but more of the output is to. -be >

an increase of sbout 900 percent more than that planned for 1960
Production of Dederon, the nylon fiber formerly called Perlon, is’
scheduled to increase to 13,200 tons, or 250 percent of the amount-

planned for 1960. The additional production of Dederon will be used
chiefly to increase prodnction of tire cord, to increase exports of .

stockings to other countries of the Bloc, a.nd to provide more cloth- )
ing materials for the East German people. No increase in production‘:;

used to produce rayon cord for tires..... N I

o The basic chemicals for production of plastics a.n
synthetic fibers could be produced far more economically in East:
Germany from petroleum than from calcium carbide. Consequently, the:
plan calls for a great increase in the availability of petroleum byu.
1965. The new pipeline from the USSR is scheduled to provide nea.rly '
5 million tons of petroleum per year. by 1965 » prima.rily for ‘8 Dew: TN
refinery to be built at Schwedt ST

Because considerable time m_'l_l elapse before petro- P
chemlca.ls become availsble, it will be necessary during the interim -
to expand production of caleium carbide to meet increased demands
for the manufacture of synthetics. Plans call for production of«»‘
celcium carbide to increase from.about 831,000 tons in 1958 to:
1.2 million tons by 1965. - Four new carbide furnaces are to: be- buil .
at VEB Chemische Werke Buna in Schkopau and two at VEB Stickstoffwerk 5
Piesteritz in Piesteritz. - I :

. Production of fertilizer in East C—ermany is schednled
to be 2.8 million tons* in 1965, or:23 percent more than that pianned
for 1960. This modest increase is understandable because total. pro-
duction of fertilizer is alresdy at a high level. .Emphasis will .be "+
placed chiefly on phosphorus fertilizer..  Production &f this fertilizer
has lagged seriously since World War II, and it has been necessary - to/
import large quantities. .The: goal for production in 1965 is 250,000 7%
tons,* or an increase of - 58 percent more than.the goal for 1960. - In-::
creased quantities of phosphorus ores are to be delivered by .the USSR'.‘

: Production of nitrogen fertilizer 1s to increase only.-
about 10 percent between 1960 and 1965 to a level of 362,000 tons.* -
There are two principsl reasons for this relatively small increase.
First, agriculture in East: Germany is currently better supplied with
nitrogen fertilizer than with phosphorus fertilizer. Second, East .
Germany exports nitrogen fertilizer to other countries of the Bloc, .
but because these countries plan a considersble increase in their own

* . In terms of pure nutrient content.
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production by 1965 their. imports. from East:Germany are expected to. ..
deeline’~:In-1ine:with agricultursl:requirements. for more .concentrated
 and.multipurpose- fertilizer; a-reduction: is-planned in production of -
ammonium sulfate,:the principal.type:produced at present, and two- - -
prevar:types -will.be reintroduced:-- ammonium sulfate-nitrate (for-_. -
' merly.:called:"Teuna-Salpeter" ). and."Nitrophos," a-mixed fertilizer -
- containing-both:nitrogen:and:phosphorus:nutrients.e== "

ﬁ’;(‘:.,:_‘ 3 ,1“'?'».‘ .
e, ¥-Extensive:deposits of.rich'potash-selts have made it:::
. _possiblé;'_ffor_East-:Ge_rma.nyr.to.'_becomejd;he -third largest.-producer of %i::
.. potassium fertilizer:in -theiworld.::About 60-percent of East German .-
" production 1s exported,’ more:than half of 1t to.the Free World. .
. The exports are particularly importent to:the:economy as-a source of .
. foreign exchange.- Furthermore, East Germsny is the chief’ supplier=:
of potassium’ fertilizer .to the.European Satellites:" In spite of . -~
large iexports;: East. German:agriculture ‘is:well supplied with potas- -
sium-.‘;fertilizef;f-:=;l1)_ori1esti'c production is to:lncrease:to about 2.2 ..
- million:tons%iin:1965,: 22:percent more:than .thatiplenned .for 1960. i
_ There-is_little doubt.that.most of.therincrease:in production will -

g .

be exvorted. iz T SRR

R 7+ By 719605 exports of ; chemical:products. by-East: Germany
are to:.ber22:percent more thanéthose#0f¢1958;xand by 1965, 100. per= .
. cent %% Tmports -in. 1965-are $t6 -ber110:percent more than<imports. in:-.
1958 s+ At the :same’time;theresis 1o “beraschange~in the.types of -« ~:i:
goods:traded. ::The pe'::;centage';:pff,basic .chemicals :in . total ‘exports is:.

to decrease,!and the:percentageiof:refined.products.is. to increase. .

' The :importation’ of :raw. materialsis:to.increase “more _than. the : impor- : -

. tation:ofisemifinished and:finished:goods yrand. there.is:also to beuzl

_ @ shift}!insofarsas possible ;jifrom. the-Free World to. other countries
of the: SinO-Sovie‘b "Bloc:as sources of LSupply sus i as et dul v A
: ARyt 7 s Koy R

: T 2s Other Developments -

a. Production. - -

S RI o' achiévirig*an over-all increase in ﬁhe value 6f '
production of 9.5 percent in 1958,%** the East German chemical in-/.:
dustry showed marked advances in production of nearly &ll basic ‘chemi-
cals.  In 1957, production of. these same products in East Germany -..::

showed only small increases over 1956, and the over-all production
of the industry increased only.about 7 percent. : The increased rate

¥ 1In terms of pure nutrient content. . - : P
¥ Tn 1958, chemicals accounted for about 18 percent of total East .
German exports. - . -~ . P L
%%%¥ The value of total industrial production increased 10.8 percent
in 1958.
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of growth cen be attributed primarily to two factors: (1) the en-
‘actment - in- December 1957 of the definitive law of the Second Five .
Year Plan (1956-60), after the industry had operated for the first
2 years of the plen period with mskeshift plans, and (2) the com-. .
pletion in 1958 of comstruction or modernization projects which had
been pending for a year or more.. The latter factor probably applied
particularly in the case of calcium carbide and synthetic rubber.
Synthetic rubber made the most rapid progress of all chemical prod-
ucts, with a 13-percent increase above production in 1957, bringing
production in 1958 to & higher 1eve1 than that pla.nned for 1960 in
the Second Five Year Plan. . .

o <. AT
ER B

i b, Construction

RS Construction of new plants for the East German chemi -
cal industry proceeded rather slowly during 1956 and 1957, and there
is 1ittle evidence that activity was stepped up appreciably in 1958,
although some- construction work:- which had been started previously was
completed during the year. ~For example, new capacity for production
of both calcium carbide and synthetic rubber was put into  operation
at the Buna chemical works in Schkopau: New capacity for producing
sulfuric acid at Salzwedel, Oranlenburg, and Premmitz was near:mg
completion in October 1958 and-was expected to be finished by the.
end of the year.. Work also continued during 1958 on another sul-
furic acid plant, the anhydrite plant at Coswig, vhich is the most
important single chemical project under the Second Five Year Plan.
The plant is scheduled to begin partial operation in 1960 and to
reach final completion in 1963. Work also began in 1958 on the pre-
liminary planning and designing for the major projects. scheduled for
the Third Five Year Plan (1961-65), including the new plants for -
synthetic fibers at Premnitz and Guben, and an additional sulfuric
acid plant of the same size as the Coswig pla.nt to be built in
Bezirk Karl-Marx- Stadt._ ‘ o /

C. Reorga.nizatlon

" On 31 July 1958 a reorganization of the administra-
tive structure of the chemical industry of Fast Germany, which had
been in progress for nearly a year, became final. The functions of
the former Ministry of the Chemical Industry were divided between
a new Department of Chemistry in the State Planning Commission and
seven "Associations of People-Owned Enterprises" (VVB's), each of
which exercises administrative control over groups of plants having
roughly similar types of production. This arrangement lodges a.
greater degree of central control of the industry in the State Plan-
ning Commission, at the same time providing more latitude for the
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‘individual plants in operational matters. The new organizational
structure should facilitate implementation of the ambitious program

~ for expanding the chemical industry, inasmuch as the State Planning-
Commission is the key point- for coordinating the activities of the - -
many branches of industry which necessarily will be involved.

3. Outlook : . R - “i s _.o. e

There is no doubt that the new program for the chemical
1ndustry has been accepted in earnest by the East German economy and
_that an all-out effort is being made in many branches of industry to ::
push through the program. The investment allocations for the indus-
try, 236 percent of investment under the Second Five Year Plan
(1956-60), appear adequate, and all phases of expanding the program -
are to enjoy top priority. Nevertheless, the prospects of fulfill-
ing the plan do not appear bright. .The lack of petrochemical tech-
nology and shortcomings in the supply of chemical equipment, of elec—
“tric power (notably for the production of calcium carbide), and of
manpower are among the major problems

: The East German government has acknowledged that it will

be necessary to obtain from the Free World petrochemical technology,
- particularly technology for producing ethylene. (for polyethylene .= ::

. plastic) and propylene (for polypropylene plastic and for phenol.. e
synthesis), because none of the member nations of. CEMA can supply :
such technology. If the requisite technology is not obtained soon,:: -
the program will be seriously delayed, for it 1s necessary to start -
construction of the new plants in 1959 or 1960 1f the scheduled goals -
are to be met. ) v ; G . :

The chemical 1ndustry of East Germany has frequently'com-,
Plained of slow deliveries of chemical equipment, and in November -
1958 Ulbricht outlined measures to improve coordination between the :
chemical and machine building industries. Among other things, he.w
noted that a special enterprise was to be set up to handle procurement
of complete chemical installations from the machine building enter-: -
prises. The result may be improvement in the flow of chemical equip-
ment, but 1t is expected that shortages will continue, especially it -
view of the East German commitments to deliver chemical equipment to
the USSR and other countries of the Sino-Soviet Bloc

The main source of starting materials for production of
organic chemicals in East Germany is calcium carbide, production of
vwhich requires a very large unit input of electric power. Inasmuch
as electric power has been a bottleneck for chemical production in
the past and inasmuch as a considerable expansion of calcium carbide
production has been scheduled, it 1s questionable that the power sup-
ply will be adequate 1n the next few years.
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S RS Manpowar ;hés a.lreadybecomea. 'éeridil.é':jpi'oblém{'_iﬁ::.Ea;.st{:
Germany because~ofi;defe ctions:to;the West: and fewér;}'additioné Lo

- the labor force:sas a result of.the low birth rate.during World Wer IX.-

One measure being ‘taken:to -dealvwith this problem:is:a<program to i
train each.chemical iworker. in ‘a.Msecond trade':so..that he rcan; e for Wi -
example, maintain as well as:operate equipment..: Although the program..
may provide a partial’solution-to-the-manpower- problem;i;continuing &+
difficulties’ can be expected:-diring ‘the next-several-yesars ;- especially
as new plants‘are:scheduléd tosbe:built!in‘:the: eastern-areas.of, the.i
country where’ nopool ‘of:skilled" chemi cal :Workerstexistssi ¥In: recog

nition of. thisf"pr'oblem;-?-;‘.the‘;‘-expansiOn*:‘tprogremf.c'alls-’:for.'-ia{;higﬁ. de-33
gree of‘automatidnf"in"neﬁ.'éhemicaﬂ:mlant:;.‘?-"._\_zr.*i;.-;r_: ALy S

sz plewiardss

C. . Poland’

tion

S B -Prodic 4nr 1958 "

FXL T 7,

. .4 According-to published statistics ,i'thervalue-of: producs
tion of chemicals in Poland “increased: 16 percent :in*1958. compared :
with 10 percent for ‘I_;oﬁalf‘“in_dusti‘ia.l'iprdduction";ff;'-Reportedfincrea'ses,
in major product’s.vere as’ follows amotor vehicle tires, 36  percent;: . -
pharmaceuticals;#26: percent;iiandifertilizer;=12. percent .= Current
plans calliforiproduction:ofilob, 000 stonswof<fertilizZer¥tini1.960;
goal whichi'probably.will be-achievedid-The’ 36-percentiincrease iin.iws
production ofitires partly.reflects the fact.thats roduction iin 1957
was seriously hampered by-shortages: of ‘tire:cord.'sLares “percentag
increases were  recorded for steelon(nylon)- syntheticifiber ;and.-poly:
vinyl chloride plasticy’ but-production of .these ~items"has beeniiniti
only recently.: Of the basic,chemicals, production’ of sodaashiin= &

creased 59 percent,-chiefly because a new plant was ‘put” in‘operation

i L

3

. 4+ The initiation-of- production of butadiene—styrene“rub‘ber
at Oswiecim, the site.of Poland's-first commercial+ synthetic rubber -
plent, was delayed because of process difficulties..» This plant,::?
which is of Soviet design with 'a capacity of 36,000 -tons,; will:em~+:i
ploy a high-cost, roundabout process of .obtaining butadiene -from-.. .
acetylene derived from calcium carbide. - Ethylene.for production.of ;=
styrene also is obtained-from this same source.: Production .of syn- I
thetic rubber is scheduled to reach-15,000 tons in 1960, but this =
goal probably will not be reached. A IS TP (I CHNLR:

2. New Plans

Tn recent months the Poles have released infométion on.
the goals for the chemical industry under the new Five Year Plan

¥ In terms of pure nutrient content.
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(1961-65) and under the long-range -plan: - (1961~T5 )+ 5 Duris
chemicel production is &cheduled -to 4ncrease flO?i-p'erce'ni;" b
16 percent per-.year, ‘compared with. a-planned -increase in *to
dustrial production of 50 percent,.or:8 percent’perryear i The’
planned’ rates of..growth for chemicals and for:total>industry. d
ing 1961~65 are very. close.to. ‘those ‘which® apparently’wiklibe
achieved during 1956-60. - Qver: the'.‘vféntire"periéd;:i%:l}t,'ﬁ' T
production is scheduled to increase at a rate:-of 10.5 perce
year, the highest rate of growth for any._-indusf_;;‘yi?%i_)ﬁ;
7.1 percent for total industrial production.™ :

L0
L A ¥4

The outstanding features of Eﬁéﬁﬁew»plans‘_ ‘for’

cal industry in Polend .include s rapid 4ncrease Anipr 'd}’iétior.r;bv it
synthetic materials and development: of - productidn+based jon?1id

nous deposits of natural gas and’ elemental™sul fur and on”Sovier’
crude oil. ' Production of plastics is ‘schediuled” to increass: from?
63,000 tons in 1960 to 185,000 tons: 111965 ;" production oL s

thetic fibers, from 5,000 to 29 ,000:tons ;7 7and=synthetic? rubber
from 15,000 to 50,000 tons. .Partly because’ of ‘the’ inadeguacy: o
domestic sources of: cellulose; production”of- artificialifibers:
(mostly.rayon) is schedyled to increase only:ioderately. froi
to 85,000 tons. - Production of nitrogen: fertilizervisit
from 270,000 to.1480;000. tons;*: and production®of?
lizer from 226,000 to" 380,000 ‘tons. S e

- :Plens_for 1961-65: include: construction
combine at Plock, northwest>of Warsaw.: The mainiraw mater
this combine will be byproduct gases of the adjacent’ petroleum
finery which will be built for processing crude” 0i15piped in7fro
_the USSR. In Kedzierzyn-Blachownia, 15,000 tons’ of ethyle: e
‘year will be obtained by the pyrolysis’ of  petroléum:fractions

Loty

- -+ - Plans have also ‘been"drawn upto produce ‘chemical _f:(;rf'pm?
natural gas.. By 1965, Polend expectsito utilize 500 ‘mi1Tion ‘eudicsus
meters of . natural gas for chemical. processing.:* Naturaligas- will’re
place coal as a. source of .hydrogen for- the - synthesis of .ammoni&’end
as a partial substitute for calcium ‘carbide as a ‘source "of “acetylene’

-

<

for the manufacture of synthetic fibers.:. =7

: production of elemental sulfur in Foland ‘1s -scheduled to’
increase rapidly from the amount of’ 6,000 tons produced in-1958."
Sulfur should provide a more economical ravw material than pyrites
for production of sulfuric acid. By 1961, Poland is scheduled to
export sulfur, chiefly to Czechoslovakia. : :

¥ In terms of pure nutrient content.
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With & rapid expansion in production of synthetics and;'q,\
increased utilizastion of domestic raw materisls such’as’ sulﬁxr,..-‘ g
Poland hopes to reduce its currently heavy import balance:in’ chemi- -
cal products, chemical raw materials, and related items: such agiuress.
natural fibers and natural rubber. - However, , in. expanding- production
of synthetics, Poland will be. heavily dependent on-countries of. the:}.
Sino—Soviet Bloc and the Free World for technica.l aid a.ndr equipnent.,-

~

D. Czecho slovakia.

1. Prodnction in 1958

The va.lue of production of chemica.ls in Czechoslévakis -
reportedly increased 11 percent in 1958, or the same: percentage:as
total industriel production.- Under the Second Five, Year Plan -:f:
(1956-60) production of chemicels is scheduled to increase 61 per=
cent, an average of asbout 10 percent annually compared with an :Ln-
crease of 55 percent for tota.l industria.l production. 3

':r

Nitrogen fertilizer scored the 1argest gain in produc-
tion in Czechoslovakia in 1958, 46 percent,: as a result of: “the - com-:
pletion of additional capacity: for production of:T0, OOO tons rof. "
ammonia at Most -and expanded capacity ‘for production’ of'Sh ‘000 tonS"
of fertilizer at Lovosice.* Production -of nitrogen" fertiliZér Was’i
108,000 tons and of phosphorus fertllizer 317,000 tons.*- Production .
of artificial fibers 1ncreased 14 percent-to ‘55, OOO tons and of
polyvinyl chlorlde from h OOO “tons. to h 800 ‘tons. - e

2. New Pla.ns
' Durlng 1958 Czechoslovakia revea.led over—a.]l ob,jectives :
- of the chemical industry for 1965. Chemical production is to in- 7
crease sbout 150 percent compared with 1957, reportedly’ the 1argest :
increase for any industrial sector.  Production of fertilizer w:L‘Ll. 1 ~:.(..
quadruple, and production of plasties will increase to 120,000 or:
130,000 tons, more than four times the. production of 30, OOO tons :Ln .
1957. Production of artificial fibers will be increased to 95,000 --
tons, twice the production in 1957. In the past, expansion of -the - ,
chemical industry has been hampered by shortages of chemical equip- -
ment, and the increased commitments .to export chemical equipment to
the USSR may have a serious effect on the domestic chemicsal industry.

¥ In terms of pure nutrient content.



e A ‘“Already, Czechoslovakia is planning to exploit petro-

'leum and natural- gas.: a8, raw materials to support expansion’ of . the-
chemical industry. Late: in:1958,~ construction of ‘a huge: petro-_-:'&.: z
chemical combine based on dndigenous. natural gas was begun.atiii: : -
Sala-nad-Veh, Slovekia..: Some:of.the. technology to be employed has
been purchased -from: Ita.ly.e._ The -combine will-produce nitrogen fer-.
tilizer and many. orgenic:chemicals.;+The" regime also began .pla.nning-- .
in 1958 for- the use of crude ‘011: from the USSR to be delivered by .. «
pipeline..~ At the:Stalin:Works:.in-Zalusi(near:Most), “byproduct ..
gases from the. refining:of.crude:oil:will be used.as the raw ma.terial
for synthesizing. ethyl:alcoholss: Draft plans:for. pilot-plant:produc-: <
tion of.synthetic alcohol;were drawn up recently by Soviet: :bechnicians.
Synthetic alcohol: produced.at:Zalusi: will be used at. Kralupy-nad- i . .
Vltavou for production of: synthetic»ru’bber (butadiene-styrene type)j=::
vhich is- scheduled to begin-:in:1963-6k4. : The:second section of thes::™ -
Kralupy plant,. which is:scheduled .for- conxpletion in 1966,-will:pro=:...-
duce butadiene:directly: from.byproduct gases, a process which the:s: .
Bloc.has been:trying:to’ purchaseafrom the US.:: Soviet crude oil: also - . .
will be used as . the: sta.rting material for. the production of ;poly-~ Fzes
ethylene and: polypropylene pla.stics. PSR I RIS L S o

Rapid expa.nsion of the _Rumanian chemical indnstry, including - .
the development of a d:l.versified petrochemicals sector, has been oc-
. curring under the Second Five Year Plan:(1956-60).-:In 1958, the :
value of production of chemicals reportedly increased 19 percent
compared with:10.percent:for. tota.l' industrial production._~~ In 1959, -
chemical production -is’ _scheduled: for.a further increase.of: 28 -per=.
cent, -and investment. in: chemica.ls, which is' scheduled to Be:> 50 per
cént greater than in-1958;:will,amount. to' about 20 percent’ of- tota.l
industrial investment.:+ By 1965 s-production is scheduled to be four i
times the level of 1958,; an average annual:increase of 22. percen‘l'/ Lra
The rapid expansion of the -chemical*industry is.being accomplished
with assistance from both the Free World and the Sino-Soviet Bloc,:: :
particularly the USSR. TFrom the West, Rumania is assiduously seek— S
ing aid in the building of facilities for producing tires, plastics,
synthetic fibers and intermediate chemicals, including petrochemicals.
Recently, a contract was signed with a Belgian firm for purchase of .
a plant to produce acetylene from natural. gas. -Negotiations-are. e
under way. for purchase of tire and rayon plants. - Interest has been
expressed in purchasmg all types of petrochemical processes.’

The very substa.ntial increase in chemcaa_ production in
Rumania in 1958 resulted in part from an increase of 59 percent in
production of fertilizer to 152,000 tons. Production of soda ash
increased 24 percent to 83,000 tons and that of caustic soda 23 per-~
cent to 11,000 tons.
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: Production.of fertilizer in Rumania will continue to expand
rapidly in 1959 and in subsequent - years. . The plans for 1959 call -i:.
for production of 282,000 tons ; and-the goal for 1960;:which prob- -,
ably will be achieved,-is 500,000 tons.. Production is expected, to ;-
reach 1.5 million.tons by 1965, and 2.5 million to 3.0 million tons._.:.
by 1970. - A1l the new capacity for. production of nitrogen .ferti-:. - .
lizexr will: be based..on hydrogen.derived from natural gas.. : .7

- . Production of synthetic materials » mostly formaldehyde resins
and polyvinyl chloride » 18 scheduled to increase from 2,000 tons to.: .
6,000 tons-in 1959.: : By 1961, Rumania is expected to begin production:
of synthetic rubber (butadiene-styrene copolymer) with.butadiene ob---
tained directly from byproduct ‘gases. from the refining of crude oil; -
using the latest technology.. Plans for a synthetic rubber combine - [
located at Borzesti reportedly have been drawn up by Soviet special-: -
ists,.and the USSR is Supplying much of the equipment and training oo -
Rumanian cadres. - This development. is interesting in.view of Soviet .-
Problems. with this process. ‘at-the' Sumgait plant and the current- ef=ris oo
forts of the USSR to. purchase.such a yrocess from the US. ™At Borzesti
the USSR also is installing a unit’ for synthesizing .phenol with ace-::
tone as a joint product by the modern cumene peroxidation process '
from benzene and propylene. R : S EmeE

R Huhgag. S

ato 10 1558

~ 1.:.‘Developme
e SRt It D B AL R S L . S e
: -7t 10 According to officiel-indexes, -the value of production -

by the- chemical”industry. in‘Hungary increased 19 percent in 1958 =
c':omp,;a.red ‘with an increase-of: 15:zpercent: for total industrial Pro-.
duction.*-. The :increase for.chemicals was well above the-average: . ...
‘rate of 10 percent required-to:fulfill the Three Year Plan (1958-60),.:
an interim plan drafted to replace the-discarded: Second Five Year:=:/: -
Plan (1956-60).: The substentisal.increase ‘in chemical - production wad:: .
achieved in part-through -large. increases in the production.of fer--. .-
tilizer and Pharmaceuticals. ... ... SRR e T LTl ey

-~ ... Production of fertilizer in Hungary increased from -.-
- 243,000 tons.to 358,000 tons, an increase of 47 percent.- -Produce - : -
tion of nitrogen. fertilizer increased from 80,000 tons to- 153,000 -
tons, largely as a result -of  the reinitiation of production at the NP
Borsod nitrogen products plant (Kazincbarcika) in mid-1958. Con- - -
struction of additional capacity to produce 200,000 tons of super-
phosphate and 130,000 tons of nitrogen fertilizer is now under vay.

¥ By state-owned indus'ﬁry- bnlj. g AcCord:Lngr to Hungarian défir_tition, S
the chemical industry also‘includes the refining of petroleum, the
manufacture of aluminum, and the fabrication of rubber products.
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NS The production of several phamaceutical prroducts, not-—
ably superseptyl 3 papaverin hydrochloride, and chloromycetin in-
creased markedly in 1958. The increases reflect the new Hungarian
policy to develop the pharmaceutical sector. Pha.rmaceutical produc-
" tion is-scheduled to increase 43 percent during 1958-60, ‘and the
three largest pharmaceutical -plants in Hungary are being modernized -

- and expanded.-, .Hungary has been an important producer and .exporter —

of pha.rmaceutics.ls for more :than: 50.years, -but during the postwa.r
period.the. facilities of the industry have been a.llowed to grow
obsolete.." - s . . ORI

ey

. ~. In July 1958 “the first “unit in Hungary for production
’o:f.‘ refined benzene, a8 starting material for the production of.
~ Plastics, synthetic fibers, and many other organic chemicals, re--
portedly was completed at the Stalinvaros Metallurgical Combine,
-~ Nearing completion at this same site are units for production of
. Vother coke chemics.ls such as toluol, phenol, and naphtha.lene. o

. ,petrochemicals combine which w1ll operate on na.tura.l <

. gas from Ruma.nia ‘and. which:will :produce plastics, fertilizers,. a.nd
"other products has. been under construction at. Tiszapalkonya since

- 1956. - Technology- and equlpment for - producing acetylene from natural; .

- gas have been: sought’ from .West Germany:~ A portion of the remaining i
equipment -will be .supplied by the USSR and East Germany.. - Little re-. . .

~ cent progress: 1n ‘construction: “has:been evident although a pipeline -. -
360 kilometers long to transport natural gas from Rumania was com-:: .
pleted in l958 No concrete plans for producing chemicals from by~ -

- product gases from the refining of crude oil have been ammounced as -
yet, but this source will no doubt ‘be tapped after completion of the :
pipeline to deliver crude 011 from the USER:- e Ty, Zpalilo

o 2 New Plans

i * Under the new Five Year Plan (1961-65) , annual investment
in the- chemical industry in Hungary.is to.be more than twice the.cur-
rent. rate.* Production by.the industry is scheduled to increase about
100 to 150 percent during 1959-65. A large share of the allocated
funds will be used to expand production of synthetics, fertilizer, ,-

. and pharmaceutlcals. Production of plastics is scheduled to. increase
- from the current level of 6,000 to. 7,000 tons per year to 50,000 to -
60,000 tons, and synthetic fibers from 300 tons to 3,000 to & ,000 ‘tons.

* TIncluding investment in inorganic, coal processing, organic, :
pharmaceutical, and rubber sectors. :
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G. Bulgaria . ;. .-: -

-1 ‘Production in 1958 ... .. - . . .
: - .- The vealue of production of chemicals in Bulgaria re-
Portedly increased 22 percent in 1958 compared with an increase of
16 percent in total industrial.production.  Of the major chemical )
products, fertilizer showed .the- largest percentage incredse in pro~ .
duction -~ from 138,000 to 207,000 tons. .This increase was mostly ..

- in the production of superphosphate fertilizer, which Bulgaria did. ..

not begin to produce until 1957.> Increases in production of caustic
soda and calcium carbide.were modest,- . s .. . . :

ANl et IRV

2. New Plans. . ... -

<~ Under. the new plan to fulfill the Third Five Year Plan ..
(1958-62) in 3 to 4 years, . production of chemicals in Bulgaria is -
scheduled to triple by:1962 rather than be 2.5 times production of
1957 as originally&;&anned.ﬁ;Byioomparison,“total industrial pro--
duction is now.scheduled :to’double rather: than .increase by 62fpe;é{ja
cent. By 1965, chemical production is to be-at least. four.to five ..
times the- level ofaproductioﬂuin;l957.-,Among the goals for 1965 are
the following: 1.6 million' tons-of fertilizer, 30,000 to 40,000 .-
tons of’plastics3(includingtpolyvinylAchloride,and Polyethylene), ...
and 26,000 tons of artificial fibers.: Plans call for production of.-
plastics from petroleum byproducts by 1965. R S

- H. Communisﬁ China-

&l

l Déirélbpmeri{;é in'fl‘_9>58"i:, FEE j_z_x=;"." FEL A R , S

a. Fulfillment of the Plenm for 1958.. . . . ..~

/
s

. 7. The value of production by the chemical industry in/
Commmnist China is estimated to have increased 56 percent.in 1958 .
compared with an estimated increase in total industrial production =
of 40 percent. According to official statistics, production of anti-
biotics increased 319 percent to 145 tons; soda ash, 36 percent to .
640,000 tons; caustic soda, 29 percent to 270,000 tons; and sulfuric
acid, 17 percent to 740,000 tons. . According to press reports based
on “preliminary data," production of motor vehicle tires increased.
97 percent to 1.7 million units,* and to support this increase re-
quirements for natural rubber reportedly. increased more than 80 per-
cent. Production of fertilizer is estimated to have increased from

0.8 million tons to 1.3 million tons.

¥ This total may be high, for‘production'may not have exceeded 1.0
million units according to estimates of this Office.
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b. Program for Production of Fertilizer

The key aspect of the Second Five Year Pla.n (1958-62)
for the chemical industry in Commnist China is expanded pmoduction
of fertilizer. The original gosl for 1962 was 3 million to 3.2 mil- :
lion tons, an impressive increase above production of- sbout 0.8 mil-:
lion tons in 1957. In successive revisions, however,-the'goal: was‘
raised to 5 million to 7 million tons, to 10 million tons;»to’ 15 mi1=%
lion to 20 million tons, and to 25 million. tons, and most; recently &
goal of 35 million tons has been discussed CIRRLL A

A novel fEature of the latest version of the Pplan
for production of fertilizer is-the intention to construct an ex-
tensive network of small plants with cepacities of 8,000 and 40,000
tons to produce ammonium bicarbonste, -a new type of chemical fer- .- 7
tilizer which is almost 85 percent as effective as the ammonium. sul-" ™
fate traditionally used as a nitrogen fertlllzer in China. At least.-
one 8,000-ton plant is to be built in each of the 2,000 hsien' (coun-
ties), and one 40,000-ton plant in each of the 200 provinces. :Pro-:
duction from these plents would add, all told, ebout 24 miliion .ton
annually to the supply of chemical fertilizer in Communist Chfl.n:a.."’~

During 1958 there had been 1ncreasing evidenc “of
difficulties with the program for ammonium bicarbonate.:: First, To’
comment has been forthcoming from Chinese Communist sources: in re-’
cent months with respect to the highly publicized. prototype plant:-

erected in Shanghai .in May 1958. Because of the attention previousiyfmu»u

centered on this plant, at which successful trial- production was con-’
sidered necessary before similar plants. could be built throughout
China, the omission of subsequent comment is significant.:+ Second,:
in December 1958, ‘a vice minister of the chemical industry did not
include ammonium bicarbonate among a list of chemical’ products which.f
he indicated were scheduled for large-scale development in 1959~/
Third, in November 1958 a Chinese Communist trade mission visiting
Western Europe expressed interest in purchasing equipment sufficient -
for 2,000 plants for msking nitrophosphate fertilizer, an. inquiry a
vwhich suggests that the program for ammonium.bicarbonate may have
been abandoned. - : 7 : ’

The Chinese Communists have stated that 90 percent - -7
of the equipment to be used in expanding production of fertilizer
would be produced domestically, and the regime has claimed the capa- -
bility for serial production of complex high-pressure converters for
synthetic ammonia by using newly developed techniques of welding and
casting. In January 1958, however, trial manufacture of equipment
to produce fertilizer was described as "unprecedentedly cumbrous,"
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and Chinese news reports reflect: the skepticism of;some. of*th
ners about China s ability to produce the required—"equipnent.
s A,f:.s__”,.::._. “::.n"bfﬂ” 5 s

In an attempt to- augment the progra.m for«incr asing

production of fertilizer in Communist’ China, - &- massive campaign{o
the local level was inaugurated in:1958 to:collect:fertilizersma<%
terials and to produce:fertilizer on-a smalls scale % TThé program}; oy
was credited with considerable significance:in”the* crop "yields oﬁ%
1958. This program probably will continue:for..some. timef ns '.ga‘:- stop—:i~
gap measure, but the regime has. emphasized that the ﬁmdamental"’s 10

tion to the problem of the shortage of soil nutrientsin’China*11es%

Although the program for production £ fertilizer 8
received most of the publicity, Commmnist China has pléns:to> produce
substantisl quantities of plastics andchemical fibers’ 962‘@""”'In
1957, China produced only.sbout. 10,000 tons of . plastics, 1y :
nolics. Production of synthetic rubber and chemical: fibers\was'
ligible. The announced goals for “production- 1n-1962- are’ 200, )
of plastics and 120 OOO tons of chemlcal fibers - 7

In 1958 a number of plants for producing- ples
and chemical fibers were under construction:in’ Conmmnist China;twit]
substantial aid from East Germany -and the USSR.#In‘the" synthetic
rubber sector, a plant for the production of butadiene—styrenei"A
VAL
Lanchow, construction of &:second.plant for producmgﬂ;he: ame 3t
of synthetic rubber, 1n this case based on ethyl alcohol‘ de'rive 3

) d." Foreign Trade in Chemicals

W1th the rapid growth of the chemical industry :the s
dependence of Communist China on imports has gradually lessened; ‘and?
limited dbut increasing quantities of certain chemical products: aresi- /
being exported. During 1958, pharmaceuticals were sold in Southeast -
Asia, and dyes were offered for. sale in Western Europe, but China. :
continued to depend heavily on foreign sources for fertilizer. 'Im—".ﬁ- e
ports of fertilizer amounted to about 1.5 million tons in 1958 *k £

¥ Estimates of prodnction of fertilizer in 1958 as wel_l as the goals
for 1962 exclude such so-called “mative-type" fertilizer..:@ ...

¥% Communist China imports more nitrogen fertilizer than any other
country in the world end in 1958 reportedly succeeded in cbtaining
preferential prices on imports of ammonium sulfate and calcium am-
monium nitrate from Western European suppliers. :



Chinese Communist imports of na.tura.l rubber are estimated to ha.ve
increased from 51,000 tons in 1955 to 97,000 tons in 1956 to
118,000 tons in 1957, and to 152,000 tons in 1958 i PO

2. QOutlook -

A Late in 1957, Commnist China acknowledged that the chemi~
cal industry was the fourth most: important industry after coal, irom . -
and steel, and petroleum. With its current high priority the chemical
industry is expected to become one of the main producers of heavy .. . .
chemicals in the Sino-Soviet Bloc by 1962.  However, the specific. i ~.cz- -
goals established for 1962, particularly the goals for production of
fertilizer and synthetics, appear to be far too ambitious in view of .
China's limited technical and equipment-producing capabilities. -

I. North Korea

The value of production of chemicals in North Korea is esti- .
mated to have increased about 24 percent in 1958 compared with.a
reported increase of about 40 percent in total industrisal production.-
Production of fertilizer, increased 4O percent.to 457,000 tons, and
production of caustic soda increased 51 percent to 14,000 tons. . f.[?hef
increase ‘in production of fertilizer resulted primarily from the
opening of a Sonet-built ammonium nitrate unit at the Hungna.m Fer— -
tilizer Plant. L , . o

Continued ragpid growth of the chemical industry is pla.nned
under the current Five Year Plan (1957-61), which North Korea now
claims will be fulfilled well shead of schedule. Production by the -
Ministry of the Chemical Industry is to increase 87 percent in 1959,
and, according to press sbatements, achievement of this increase -
would mean that in 1959 the original gosl for 1961 would be . substan-
tially exceeded. The revised gogl for production of fertilizer /in ‘
1961 is 760,000 tons, and the goal for 1965 is 1.5 million to 2.0
million tons. Substantial increases are planned in production of .
artificial fibers, from 8,000 tons in 1958 to 25,000 to 30,000 tons
in 1961. Plants for producing 10,000 tons of "vinalon"¥ and 10,000 -
tons of polyvinyl chloride are to be in partial operation by 1961.,
Increased production of artificial fibers is expected to permit a
reduction in imports of cotton and wool.

* May be polyvinyl alcohol plastic.
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