RTINS

- S o-

. Sev 7'/4
g = T¢ m
Bx.u‘ CONOMIC AND TECHEICAL A3Y Lm.\c ¢

NAZI WAR CRIMES D'SCLOSUHE ACT Declassified and Approved for Release

by the Central Intelligence Agency
ate: P - N, ul



CONFIDENTIAL
-3-

Czechoslovakia signed an agreement with Afghanistan in 1954 which
included a $5,000,000 credit for purcimse of Czech machinery and other
projects, On February 1k, 1955, a contract unhder this credit was concluded
for construction of & $1, 500,000 cement plant in Afghenistan.

2. India. The five-year trade agreement between’ India’ a.nd the USSR,
concluded Decetber 3, 1953, .was accampanied by an exchange of letters in
which a va.gue offer of Soviet technical a.*d was formally accepted.

. {a) Following negotiations which began in September 1954, the USSR
and India signed an agreement on February 2; 1955, under which the USSR is
to build a 1,000,000-ton steel plent in central Imdia. The plant is to be
campleted by the end of 1959 with a few sectidns to be finished a year
earlier,:

The credit granted by..the USSR for this project totals
$96,100,000. Repayment for equipment and Construction vork is o0 te made
over a period of 12 years at an.snnual interest rate of % percent, with
peyment to start when the first shipment is delivered. Payment for the
engineering survey ($5,000,000) involves shorter term credit.

The contract contains three legal loopholes or escape clauses.
Failure of the Soviet Union to comply with sny of ‘these clauses gives the
Indians the option to cancel the contract. ‘On the other hand, the same

" loopholes give Moscow the necessary “out",  should it decide to remege on

the contract. These escape clauses are. (l) Moscow ‘must submit deteiled plans
within nine months; (2) plans. must:be.approved by the Indians; and (3) v
costs, including tbe Indian partion, must not seriously exceed the prelimi-
pary-estimates of approximately $210,000,000.  India has the option to
complete the plant without Soviet pe.rticipa.tion in case_ of var ar embargo.

: The Ipdian Second Five Year FPlan places increased emphasis on
industrialization, which in turn wiil raise the demand for steel. Since
current production is about 1,300,000 ingot :tons, the Soviet plant will
constitute an important addition to’ existing capacity and increase the
Indian chances of meeving their goal of 6 000,000 tons by 1956-57.

By - (b) The USSR anngunced that 1t has-eiged & tontract to send India
complete equipment for & machine tool factory and to glve the necessary tech-
nica.l assistance in its comstruction. .This report has been denied in
Calcutta. R -

(c) The USSR has sent three mining engineers to study the layout
apd required equipment for a diamond .mine. . Moscow bas offered ta, rnrniah
technicians and mining machinery in exchange for the diamonds.

(d) Indis has also apparently sgreed, under the UNTAA; to accept
four Soviet. engineering professors at the National Institute of. les:lcs in
Khargjpur:under the UN Technical Aid Progrem. ' The USSR alec gnnounced its
villingness to sccept Indian students of humanities andscience in Soviet
universities under the UN aid program." Since least November, eight Soviet
technicials have been working at the Indian Statistice.l Institute.
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(e) The USSR has also furnished a fev technicians and a small
amount or' equipment for @ tractor demonstration project in India.

In addition to Soviet gestures of aid, it is reported that a
Rungarian firm has begun construction of a copper wire manufacturing plant
at Patiala in Northern India. This plant is to be operated by Hungarian
specialists, It was also reported that Czechoslovakia offered to supply
India with a steel mill on terms simila: to those of the Soviet offer.
Hovever, this was denied in New Delhi, ard there is no evidence that
Czechoslo.akia has ever produced a steel mi’l for either dcmesvic or
foreign use; it now imports ccmponenits of steel plants to increase its
own cutput of steel.

3. JIudonesia. A number of bloc offers of credit ard technical assist-
ance have veen reported. It is possible that many of tiese offers were
released by the Indcnesians with the iptent of obtaining better terwms from
the West. Included among these offers is a “substantial loan’ to be made by
the Soviet Urpion, according to the Indonesian Ambassedor to the USSR.

In early 1954, Czechoslovakia offered a $16,0C0,CCC loan at 5 percent
interest Tor comstiuction of sugay mills in Java. On Foowruary 3, 1955,
Indonesia received a 85 million rupiah ($7,500,CC0 at the official rate of
exchange) six-year credit from East Geimany for the puarchase of sugar mill
equipwent. This loan agreement imcludes the services of 50 techaicians for
aid in the comstruction and operation of tirese mills, o number comsidered
excessive for this pwipose. A number of these technicians has already
arrived in Indonesia. Easi Germany will accept repayment im rupiahs, out
agreement has not yet been reached on the uses to which such local currency
repayments may be put.

As compared with what the US has contiributed to Asian development,
the Soviet nrojects are clearly very small, whether measured in terms of
money, technicianms, or the effect on output aod social welfare.  Neverthe-
less, there has been fairly widespread favorable reaction in Asiam countries
to the agreement tc provide a steel mill for India, which capitalizes on
the desire fior rapid industrialization which most of these countries conmsider
essential for prestigze as well as increased output. Moreover, Soviet aid
bas achieved a considerable propaganda impact in Indoresia and may be the
opening wedge for further bloc penctration in that country.

In the case of Communist China, which is itself short of technicians
and capital equipment, there is no evidence of any offers to provide tech-
uicel assistance or credits to any of the free Asian countries. Delegatious
from the lailer countries, including businessmen, govermment officials and
labor leaders, have been ir/ited to inspect various Chinese industrial
plants and projects in rural areas, but none of these missions appear to have
represented a serious effort to furnish technical advice. China has, on
the other hand, provided a substantisl aumber of scholarships for students
of Chinese descent living in other Asian countries. However, this program
appears to be one of repatriation -- or possibly training of political
agents -~ ard does not have tiue objective of educating tecimicians who would
reiurn to assist in the development of another country. In a number of the
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free Asian countries it is even questioreble whether reemtry of such
traipees would be permitted in view of the danger that they wouid engage
in subversive activities.

According to a recent NCNA report, there are close to a thousand
foreign students studying in Communist China. They come from the Soviet bloc
couniiies, Finland, India, apd Indonesia. It is not entirely clear whether
the majority of the Asian students are studying technical subjects cr
Chipese literature, history and art.

B. Prospects for the Future

Since econamic deterioration in free Asia 1s favorable to the exten-
sion of Communist influence, the Commnists have little to lose by providing
some aid in specific cases so long as economic copditions fail to improve.
Frem a position which carries no responsibility, the bloc can merely con-
tinue to exploit grievances while relying mainly on its usual prescriptions
invclving severing of ties with the West -~ removal of US bases, and termi-
nation of Western trade controls or aid programs -- and substitution of
appropricte ties with the bloc. Thus, despite the recent increase in Soviet
activities of a technical assistance nature ard the capability of the USSR
and satellites to expand such assistance somewhat, theire is ro basis for
predicting that a large scale program can or will be offered to free Asia
in tihe near future. Tc the extent that trained perscnnel cr capital equip-
ment can be spread in the more advanced areas of the bloc, they will for
some years be badly needed in the less developed areas, particuiarly in
Cormunist Ciina. This is not to say that scme increase in trade concessions
may not occur or that technical assistance and credits for ecapital gocds
may not be stepped up on a selective basis to meet particular Soviet internal
or foreign policy cojectives (e.g. to acquire commcdities needed within the
bloec, enccurage Asian neutralism, etc.). Such developments are, in fact,
likely as pert of an overall effort to lend plausibility to bloc propegandia
for peaceful coexistence and to strengthen the hand of local Cormunist
greups vhich, under the new political strategy, are attempting to establish
united fronts with non-Communists. The likelihood of Soviet assistance
would ve enhanced in cases where repayment could be mede in food or other
consurer gocds, or strategic raw materials which are in short supply in the
USSR. Urad- “ng circums*ances, even & limited amount of widely publie-
cized blce icularly the industrial field, poses a threat to
Western interesus which is far out of proportion to the amounts of money
invol.ed or the additions to output which might follow,

Scviet~satellite economic penetretion has already reached dengerous
proporticns in Afghanistan. While bloc success has been very limited in the
rest of non-Comuunist Asia, political and prcpaganda gains in Indonesia as
a result of credits and technical assistance cannot ve writted off as negli-
gible. Several other Asian countries might be receptive to new Soviet trade
or 2id offers which they felt would accelerate development. This would
apply particularly, thouzh not exclusively, ito countries which have adopted
a strong neutralist position. If Soviet aild should actually be expanded
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materially, the bloc would be able to make significant propeganda gg.ins
a5 in Indonesia, and could strengthen the position of internal leftist
groups.

The prospects of any significant contributions of aid from Commun%st
China to the free Asian countries appear remote since per capita output in
China is still close to the level of the most backward countries in the
world. Internal cepital requirements will for years remain far in excegs of
evailable domestic resources. Levels of technica) skill are in general no
further advanced than in the rest of Asia and the small co.ps of trained
technicians will continue to be at a premium for internal development.
over, even if Communist China had greater capabilities forproviding aid,
there is serious questicn whether & number of the free Asiarn countries would
be willing to accept any significant number of technicians.

More -
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' IV.  BLOC'TRADE!AND:TRADE TACTICS: IN:SOUTH'ASIA: .
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has greatly. stepped:up its
non-Oommanist areas of South Asia,
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Imports from:the hloc haveé heen & small portion-dy total imports
and have included coal, grain, cotton textiles, mechinery, and other
mapufactiress ¥t B, Cobawlednhood e taontno g
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A fev instances of the use of trade tactics (e g. sales’ bélow

rreveiling prices) to finance the Commmnist party of India -have been
revea.led, but :the total extent of such operations is not known.

It is of some interest that Satellite countries aad COmmunist vhiﬂﬂ
hsve elso included both the provision of new trade-missions.and some - .
reference to technical aid in their latest trade agreements with Indie.
As :a result, e number of Satellite trede delegations have appeared in
India in 1954 making speeches and advertising. their products. -Despite
all:thie, Indian trade with the Soviet bloc in.1954 remained at close

to the. 1953 level, vhich was the :lowest in the post va.r period
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D Pak‘:lstan has had trade agreements with several bloc countries at
different tims, ‘but.-these ‘agreements,-ag. in the ;Todian-bloc agreements,
- ‘have:been non-cbligatory in- pature with neither volume nor values.
specified. Actual trade has va.ried widely. .-The :agreements-with the .
Satellite countries, China and with the Soviet Union were allowed to
: lapse {n. 1953 and have: not a8 of thia dst¢ been renewed. . .
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195 witpessed_f ' consideuble amo\.nt o" Acqmercial advertising

aI for,the. exchange of ‘the
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300t
{on -vin concludlng -agr : Lrom the premium
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g c. Prospects for Future Trade

South Asian countries are quite willing to accept comoditiea
from Soviet Russis, China and Satellites provided, they are offered om =
continuous basis and on favorable terms.- USSR, Chinese and Satsllite
trade expansion in the South Asia are depends largely on their ability
and willingness to coupete with other nations esta.b" ished An this market.

Any-significant expanuon of ‘bloc tredg with India would involve B
the usual difficulties any, newcamer faces in attempting to enter an . L
esteblished market on a competitive }aasia. On top of this 18 a- lack of
confidence of the Indian :meorter as to. the dependsbility of the bloc -
as & continuing source of ‘supply’ pu'ticularly regarding. the provision
of ppa.re parts and training in :che use of ‘equipment. Finally and' moat
. mortant, there 48 1o’ evidgnce up! 'to now" that the bloc is prepared to
“’alTocate s sufficieiit -volume, of igdustriel mchinery to support a 1gniﬁcm

-~ export drive for the Tndien. parke
Tt ‘is unlikely that- the Govermment of Pakistan, vhich purchase v

ndire'iiﬂy'a substantial share of the country's imports and: allocates the
i hang‘e or :private 1mporta, 1: 1nterested 1n expanding u-ade vith the ‘
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