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BIOGRAPHIC SKETCH R ARGENT £HA
’ Major General Cristino NICOLAIDES

. March 1981

{x

(U) NAME: Major General Cristi
(nae-koh*LYE-dess), Axuy.

TTC S g 1987

(U} POSITION:  Cowmander, X1I-Atny Corps, since
10 [peceaber 1980, Cenera Nteolaldel succeeded Major

Gerjeral Antonio D. Buasi ,z,_,zz];aq( S _7:_ F.S

SIGNYFICANCE: Ganetal Nicolaides is an
Engineer vhose branch of sexvice traditionally is
conprised of wilitary “braius" with mathematics and
ncientifig backgrounds, who are preferably apolitical
and largely dedicated to applying their knowledge and
experience to such .aress as military factories,
tndustrial devalopment of the country, the building (u). 1965
of arsenals, and civic action progriams, General

Nicolaides was serving as Director of Military Institutes Command, when

aaglfigned the command of the important IIT Army Corps in Cordoba,—hie present€—.
ha December 1980 appointment came in the wake of the ruling

Millitaty Junta's dasire to have corps commanders more in lina with ite

modprate ideology, and to divest the military establishment of its remaining .
hargli erBy vho would be replaced with officers more aligned with tha-

* leapership'e position. .

POLITLCS?

ered to be a pra-Viola man. Nioolaides is an in.tztutxonalict who would
prefer political noninvolvement on the part of the military. AlthOugh ne

" dramstic departure from the general course established by the previous Videla
‘adm nistcation is expected, scepa reportedly will be taken tovard a return to

»
g —_

PERSOMAL DATAt Ceneral Nicalaides was born 11 chenbe:'l?ﬁ? in
Corfloba, Argentina. His English language proficiency, if any, is not known.

¢ '(u)] CAREER:
. -y prracee ety

"jf?94¢;1947 + = Cadet, National Military Academy, 2 February 1944-1947.
v . Graduated, and commxsaxoned Third Lieutenant in the Army
Engineers, . -

= scudenc and grnduate, Engzneer School.
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) ARGENLIHA
' ' Major ceneul Cristino NICOLAIDES
/ A * March 1981
1965 / - Promoted to Lieutenant Colonel, 31 Decembder,
1955-7 - Commander, Amphibious Engineer Dattalion. visit to US and
_the Canal Zone, 1965, ’
, i 1956-1970 ~ Conmanding Officer, unidentified unit, Construction Engineer
Battalinm .
1970 =~ Attended a Strategy Course. .
1972-1974 - Military Attache in Asuncion, Paraguay, 17 December 1972~
1974,
19p4-1975 - Director; School of Services.
1995-197? ° - Commander, 7th Infantry Brigade', Corrientes, December 1975~
4 1977. Promoted to Brigadier General, .31 December.1975.
| .
L19Y7-1979 ~ Chief, Department III (Operations), Army Ganersl Staff.
] : Participated in a conference for Aymy Corps depuly conmanders
! b hosted by the Argentine Armyj with the purposs of exchanging
i s vicul on antisubversive (tcrrroteain) campaign,
19]9-1p80 - Ditector, Militaxy Inatitutaq Command, Sep:embnr 1979-
Decexbar 1980, o ;
1 l}O-Prenenc - Comandar, I11 Axmy Corps, !rom 10 Decesber 1980,
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BIOGRAPHIC SKETCH

ARGENTINA

Major Ceneral Jose Antonio VAQUERQ
Harch 1981

{U) NAME: Hajor General Jose Antonio Vaguers
(vah-KEH-roh), Army. '

{U) POSITIONt Chief of Staff of the Army, mince
Pecember 1979, General Vaquero succeeded Major
Ganeral Carlos Guillermo Suarex Hason.

SIGNIFICANCE: The accolade, “a General's
eneral," typifies the present Army Chief of Staff,
i{s loyalty, broad expertise, sggressiveness, and
edication have egnsistently qualified him for key
omuand posiriens of truwt, As V Army Corps

oumander (1977~1979), Genaral Vaquero held a key
ommand comprising the three southera provinces and
he nationel tarr!tbry of Tietra del Fuago, & strate-
fcally important area in the Chile/Argentina Beagle Channel dispute. In
gptember 1979, he was appointed to the XLII Army Corps command left vacant by
he dismissal end forced retirement of hardliner Genaral Luefane Menendez for
eading the adortive "wini revelt" pgainst the Commandar of the Arvmy. Oeneral
aquexo is credited with having improved the combat readiness of his troops in
and IXY Army Coxps, He was appointed Army Chief of Staff in the whke of .
residential~topeful General viogn'. retirement from active duty, as well as
iola's désignation of Genersl Luopoldo Galtievi to succeed him as Amy
onmdnder, .and Yiola's subsequent splection to be the next President of
rgentina. The CGaltieri and Vaquaro appointments ‘further ensuved the
ontinuance of thos¢ moderate pelicies begun by tha President Videla-General
iola team. .

)

SEOfoPOm= POLITICS:

3 nlted btates an ana
yisited the People's Republic of China at the invitation of Chinese militayy
uthoritias in Oatobar 1980, and the Chiness Croup is expectad to make &
eturn viait o Argentina some tite in 1981, Although General Vaquero was one
f the senior officers advocating military sction against Chile during the

ight of the Beagle Charnel disputé in Dacember 1978~January 1979, he hag
enerally been considared s moderate whe is identified with ex-President Videla
nd is his loyal supporter, Genaral Vaquero alsoc ia a staunsh

onntitutiwmm returp to civilian govearmment., He,
evercthaYeas, would oppose any attempt to establisha# it regime,

PERSONAL DATA: General Vaguero was born 19 December 1524 in
venos Afres, Argentina. We is Caucasian, of small build, erect posture, with

",!
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1951

“$8) CAREER:
ma—x&m

1946-1 P47
19471949

1949

1850
1953-19p3

1955
1958«1939

1959

1959-1969
1560~196

1961-1964

ARCENTINA

Hnjor General Jose Antonfo VAQUERO

dags not spes

March l9ll

: & a practicing ¥
recipient of many military decorations, smong thau Bolivia '8

= Cadet, Military Academy, Buenos Aires, August 1943-Decembder
19463 comuisnioned Third Lievtenant, December 1946,

- Officer, 29th Infantry Regiment, December 1946-December 1947.

- Dfficer, 2d Infantry Reglment, i)ccanbat 1947 -December 1549.

Premoted to Second Lisutenant, Becembar 1948.

= Assignud to "Cenaral Belgrano!' Military High Schwol, from

Decenbar.

- Promoted to Firat Lieutenant, December.

NJ

~ Asaigued to Military Academy, Buenos Afres.

- Btudent, Suparior War School, Cumpo de Mayo, Buenos Aires,
Maxch 1953-Navember 1955. Pyomoted to Captain, Decanber

1953,

- Student, Airborne Echool, 'Cordubu, ae of Decerber.

4

~ Staff Officer, Army Geheral Staff, Decannr 195!!-Jun: 1939.

Promoted to Major, Deccmber 1958,

- ‘Staff Officer, Office of the'Bubsecretary of War, Buenos
Aires, Juns~July. Staff Officer, Hemdquarters, 4th Hilitary

Reglon, July-Octebar. e

= Comuandant, Airbntne: School, Cordoha, October 1959-October

1960.

FPebruary 1961, .

.= Aldg~de~Opmp to Secraetary o! Wux, Buenos Airen, October 1960-

- Guest Instructor, Belivias Comuand and Genaral Stg€f School,
Cochabamba, February 1961vabout May 1962. .
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Major Ceneral Jose Antonic VAQUERO
March 1981

- Inntructor; Suparior War School, Campo de Mayo, Buenoa Alres,
Octodbar 1962-1964,

- Commander, 24 Alrborne (Paratrooper) Infantry Regiment, IV
Airboxne Brigsde, Cordoba, December 1965-sbout August 1968,
in rank of Lieutenant Colonelj qualiffed as Parachutist,
December 1965, Orientation tour of US and ‘the Canal Zone,

September—October 1966,
~ Promoted to Colonel, 31 December.

- May have attended higher strategy (Colonels) course, Superior
War Scheol, Campo de Mayo, Buenos Aires.

= Direetor, Academic Planning Section, Department LI
(Operations), Army General Staff, Buenos Aires,

= Peputy Commander snd Chief of Staff, 4th Airborne Infantry
arighde, Cordoba, Deceber 1971-Decendber 1973,

- Prmted to Brigadier General, 31 December 1973,.and given
command of the IV Afrborne Infantry Rrigade, Decembar 1973~
Octobex 1974,

= Headed Axgentine military delegation to Bolivia, Octobar
I9%.

» Commandant, Hilit-:y Academy, Buenos Aires, Wovesber 1974~
July 1978,

~ Compandant, National Defenss and Security School, Buenos
Aitas, July-September,

= Peputy Commander and Chief'of Staff, III Army Corps, Cordoba,
September 1975-December 19763 Acting Commander, as of Augyst
1976,

- Deputy Chief, Army Ceneral Staff, December 1976-Novembar
1872, . _ ,

- Qomwander, V Any ca.rpc, Bahia Blanca,’November 1977-197.
Promoted to lt-jo:"~cenaral, Wovenbaxr 1977.

- Coumander, 1II, Arwy Corps, Cordoba, Septeadber-December.

= Army Chief of. Staff, from December 1979, Official visit to
+ People's Republic of China, October 1980.
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—SEERET—
PREFACE

€€y This Defense Intelligance Report examines Soviet commercial activity in

Argentina and evaluates the prospects of growing commercisl involvewent -leading
to a widening of Sayiet influence in Ar

entina. The impli on reet -
Soviet comercial relations for vs q:réf p plications of Argentine

egic interests are investigated.

(U) Bach classified title and heading in -this report has been proparly
marked; all those unmarked are unclassified.
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suARY

~¢S/NGPORN) The Argentine Government rejects political collaboration with
Moscow. The Argentine militazy, at the center of power, considers the Soviet
Union a threat to tha Western Hemxsphere 8 segurity. If£ the Argentine Government
should feel that broadening commercial contacts presents Hoscow an opportunity
to subvert Argentine security, the Governmeént would probably break off- ties,
despite the economic costs.

T e stration, trade with the Soviat Union
will concinue as long as the Argentine Government considers such trade to be in
the country's national interest.
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1. INTRODUCGTION -

SoiNoBORM—-Argentina has maintained wminimal diplomatic and economic rela-
tions with the Soviet Union since the 1920s. In very recent years, hovever, '

ecohomic relations have becoms increasingly importnnt. since 1380, Argen:ln;'n
exports to the Boviet Union have tisen dramatically (figure 1), largely &8 a
rapult of the partial US grain embargo imposed on the Soviet Union on &4 January

1980, Argentina, second to the US as a source of grain and the ma jor. soutrce of
beef, has now become & pivotal Soviet ‘sgricultural supplier.

~(CfNOPOME- Driving Soviet comnercial policy toward Argentina is Moscow's
attempt to increase the security of the Soviet food supply by divernxfyzng
sources of zmported agricultural commodxtxas. Although Soviet interests at the
moment appear predominantly economic, Moascow would also like to widen SovietA
political influencé in Argentina. These efforts, however, so far have not been

particularly successful.

~{crtorort—Trrade with the Soviet Union has been extremsly profitable for
Avgéntina, d country confronting serious internsl and external economic diffi-
culties, The rapid growth of Argentine agricultural exports (grain and meat) and
a massive trade surplus in Argentina's favor (over $2 billion in 1981, figure 1),
have created a vested interest smong certain elemeuts of the Argentine business
community in mairtaining friendly, trouble-free relations with Moscow,

~COMNOEORN-Despite Argentina‘'s growing stake in trade, the Argentine mili-
taty regiite still remains highly suspicious of Soviet motives and objectives.,
Relations remain ndaxrowly trade oriented as the ataunchly anti-Communist regime
hags largely restricted relations to the commercisl sphere, where mutunlly con~
patible interesta exist, The Argentine Government views the country't relations
with the Soviet Union as a limited engagament in which Buenos Aires will seek
what ecOnomic and political advantages ‘it can, but without ssorificing the
country's Weéstein orientation. ‘

—(ortioPoR: Whnile thie attitude continues to block any impetus towazrd broad-
ening political relations, the Argentine Government has not impeded thé develop~
nent of commercial relatioms. Commercial ties with the Soviet Union ere judged
by the Government to be in Argentina s best national interdsts, Argencina 8
favorable trade balance with the Soviet Union helpe offser the country's wora=

ening balance of payments position.

~CO/ROPORI While nmaintaining bilatera)l economic ties is important to both
Moscow and Buenos Aires; factors internal to the relationships may eventually

prove to be disruptive:

-~ The Soviet Union is expressing mounting concern about the inbalance of
the trade relatxonahip. In 1981, the Soviet trade deficit with Argentina will
approach $2 3 billion while the overall Soviet hard currency trade deficit will

be sbout $6 billion.

-- The Argentine Govermment is displaying inerecased concern over the
country's trade dependency on the Soviet Union--Argentina's largest export
markét (Eigure 2). The Argentine's basic distrust of Moscow has baen further
aggrgvated by Soviet attempts to use economic ties to advance Soviet politicel

interasts.
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SECRET-

~EAOPORN” Even though bilateral relations remain narrowly focused,
Argentina's commercial ties with Moacow pose strategic congexns for the United
Statés. -Argentina's noncompliance with US trade sanctione against the USSR in
1980 eroded tha embargo's effectiveness. Argentine support of any future embargoe
againgt thé Soviet Union is aldo doubtful. It is unlikely that Atgentina would
jeopardize $2 billion worth of agritultural exports, particularly i the
¢ountty's economy continues to be unstable, It would reyuire a very difficult
political decision for the military regime to defy pragmatic considerations of
economic self-intevest to support US political interests on this issue.

3. ARGENTINEfSOViETZOOMMBRQIAL RERLATIONS

(U) Argentine-Soviet commercial relatione have evolved incrementally. Simce
the 19508, Argentina has been & residual supplier of grain to the Boviet Union,
stepping up sales to the USSR whenever a ‘poor harvest forced Moscow into the
world grain market on a large écale. Trade between Argentina and the Soviet
Unjon wag at a low level but reagonably balanced until 1972; the only exceptions
wexe in. 1965 and 1966 when Mosgow purchdsed substantisl quantities of vheat.
From 1972 through 1979, the Boviet Union remained & large but irregular purchaser
of Argentine sorghum, wheat, weat; apd other agricultyral products., Due to
moutiting. agricultural purchases, in 1978 Argentina displaced Brazil as Moscow's
principal trading partner im Latin Americs.

(U) Moscow, however, has failed to break into the Argentine market.with
Soviet exports. While imports from Argentina between 1956 and 1979 amounted to
$2.6 billion, Soviet exports to Argentina totaled only $274 million. In attempts
to rectify the trade imbalance; Moscow has been pushing equipment sales, partic-
ularly hydroelectric and nuclear power equipment, and continues to be an active
bidder on new projects. To support this effort, Moscow exteaded to Argentina a
line of credit in ‘1974 to finance Boviet participation in hydrodlectric and
thermal power plant projects (table 1),

~£G/NOFORN) Argentine import requirements for the industrial products that
the Soviets are currently exporting (pipes, turbines) are not great, nor does
Argentina need Soviet oil. The prospests of increased sales of Soviet mamifac-
tured goods also appear dim. Soviet efforts to inorease sales of manufactured
goodg are negated by marketing difficulties (absence of spare parts, inades
quately developed dealerships and dervice networks, consumef resistance, etad.).
In order to protect the agricultural trade relationship with the Soviet Unioun,
the’ Argentine Government is permitting limited Soviet commercial participation
in the public sector.
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Table 1
Soviet Economic Creditw and Grants to Argentina, 1974-80

Millions US

Date Dollars
Extended Projacts Extendéd Drawn Status
February 1974 Line of Creditw¥ 175.0 38.6
~~Hydroalectric turbines
Salto Grande 42.4 uc
~~Thermal powetr genepators 119.7

San Nicolas
Lujan De Guvo

Costanera ue

Behia Blauca ue
~-Preinvestment Studies for

Parvana Madio 7.4 ¢

=~40 trolley buses
August 1978 Grant--Turbine for Salto Grende 7.5

UG = under conatvuctiony ¢ - completed.

—HEEHE N O PORIYHE O IR G

* (U) Credit is open endnd. Additjonal amouats added as contracts are
signed,

£GF-Most recently, in October 1981, Argentina and Paraguay awarded the con-
tract to supply and install 20 turbines and generators at the Yacyreta hyroelec-
tric complex. The Saviet Union bid as 2 member of a consortium which won the $50
million contract, However, Soviet participation is minor; it will supply only
the turbines, which comprise a low percentage of the total ¢ost. This further
reduces Soviet hopes of redressing the massive trade imbalance that it has
incurred with Argentina for the past few years.

SEARHNEEANORORN/NOOORERAO)- Since 1975, Moscow has supplied nuclear-
related equipment to Argentina. In March 1980, talks in Moscow on the posaibilf~
ties for aooperation in peaceful uses of nuclear energy led to a Soviet promise
to meet Argentina's enriched uranium needs if the US did not. In.1981, the
Boviet Unilon provided 12 tons of enriched uranium and 5 ton
while continuing to supply other nuclesr-related equipmant,

~£CRQEGRN) The impetus for the expansion of Argentine-Soviet commercial re-
lations came from the partial US grain embargo imposed on Moscow in the wake of
the Soviet invasion of Afghanistan, The embargo negated Soviet attempts in 1980
to weet planmed objectives for feed grains and food stuffs by importing from. the
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U8 25 million metric tons (mt) of grain in the 1979-80 LTA* {17 million metriec
tons over the 8 million metric tons guarsnteed under the terms of the US-USSR
Grain Agreement 0£°1976). Record Soviet purchases of Argentine grain in 1980--9
willion nigtric tons—--helped offset: the 17 millioa metric ton gap 1 ‘Soviet grain
twport: requicemants -for 1980 resulting from the embargo.

-@fﬁeﬁm To soften the impact of the embargs, Moscow, by

drawing dowm ot éxisting stocks was able to offset partially the loss of the 17
miliion metric tows of embargoed U grain. The Soviet Union was dlso sble to
méke up half of this loss by developing alternative market suppliers and by
fwporting substantially more grain from already establishad suyplieta.

Téble 2

Soviet Grain Harvests

(Million Metric Tons)
Year Plan Acﬁua}
1976 207 224
1977 213 . 196
1978 226 237
1979 227 179
1980 235 189
1981 236 158

RO RN R E SN USRS

—¢G/ANEBORN) Argentina became the largast beneficiary of the windfall profits,
which resultad Ecom Moscow's scramble to find altérnative gources of grain. In
1980, Argenitine agricultural exports okyrocke:ed to $1 8 billion and accounted
for the rmore than 400 perceat lacrease in expoct earnings over the 1979 level
figure 1. In 1981, Argaritiae revenues from agricultural sales to the Boviat
Union exceeded $2 bill1on.

(4) In 1980, Moscow purchased 52 percent of total Argentine wheat exporte, 84
percent of total corn exports, 28 percent of total soybean exports, and virvtually
all of Axgentina's sorghum espurts. Heavy Soviet purchases contiauad into 19813
last year Moscow purchased over 75 percent of total Argentine grain exports.

COFHOTORMUHENEEI/NOGONERASE) Even with the lifting of the US embargo,
Argenlina dxsplaced«-albext temporarily-~the US as the major exporter of grain
to the Soviet Union ia 198l. During 1981; Argentina exported over 15 wuwillion

“TTNC{OY LA - Tong Term Ag;eement'Year, October-September.
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Figure 3. USSR: Graln Imports, Source of Origin {In Percent of Total)
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metric tons of grain (a 60-percent increase over the 9 million metric tons
exported in 1980). The breskout of 1981 grain exports to the USSR is a follows

Types of Grain . Purchased
o (Aa of Wovember 1981)
Corn/Sorghum 11.9 wmt
Wheat 2,9 omt
Soybeans o7 mmt

(omt = million metric tons)

'(U) The US embargo, by limiting Moscow's access to its principal grain
supplier also occasioned a dramatic raslignment of aupplien of Soviet grain
imports. Argentina has increasad its mwarket share the niost from this realignment

(figure 3),

~4¢y~The market realigntient caused by the embargo has now been unstitutional-
ized as Argentina, on 10 July 1980, secured £rom the Boviet Union a wultiyear
grain markéting agreement. This agreement covers a S-year pericd and pravides
for the shipment of 45 million wetric tons of woarse grains and soybeans dnrual<
ly.* The agreemant is a letter of intent. Actual deliveries will be determined
by Soviet need, the size of the Argentiné crop, and by other market factors as
well as by political consideratioas.

L&Y What the grein marketing agreement means for Argentina is that even
though the .Soviet Union has reinatituted substantial purchases of grain from the
US; Argentina still retains its enhanced position as supplier of grain to Moscaw.
Pnor to the agreement, trade in grain was erratic and was driven by Soviet
purchases degigned to cover intermittent and transient gape between import
ueeds, determined by the size of the domestic havest, and purchases from
established suppliers, principally the US. In the wake of tlie embargo, the
Soviat Union has now becomé Argentina‘'s principal grain export market.

.

€CY"The Soviet Union has alao emerged as a major buyer of Argentine beef. In
1980, with sales of 88,000 tons of ‘beef, the Boviat Union, for the first time,
was Argentina'’s largest parket outlet for beef. To-cement this relationship, in
April‘1981; the Soviet Unipn signed a laetter of intent to purchase betwaen 60,000
and 100, 000 tona of Argentine beef annually during 1981-85. The agreement is
valued at $1 billion.

3, COMMERGCIAL RELATIONS: THE SOVIET PERSPECTIVE

a. Sutmary

{o{Norori~Because of chronic domestiec agricultural problewms, the Boviet
Union has been a net importer of agricultural products, principally grain, over

A g Y 08 i b b S

*(U) For details of the agreement, see table 4. EE&%&?{?F'&? f?stg”
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the past decade, with its purchases rising auybgtantially in the Last few years -

(table 3). Soviet agricdltural problcml occurred at a time when the national
leadership assigned a high priority to labor produccivity growth as .a means for
correcting the worsening performance of ‘the Soviet economy. To achieve the

desired gains in labor productivity, the leadership has relied on a policy of

improving the quality of the Soviet dist: The pyrsuit of this policy has
reguited in the Soviet Union bacoming the world's largest importer of grain.*

owemem®) To reduce the vulnerability of the Soviet food supply, since
1980 Moscow has diversified fts foreign suppliers of agricultural products.
Trade with Argentina is a driticdl element of this Soviat policy.

b, Soviet Grain Import Program
~CSFNOTORN/HOCONSRACE) Moscow's need for so much imported grain arises

from the dismal performanceé of the agricultural sector. Agricultural imports¥¥
in 1981 again reached a record high, accounting £or over 40 percent of total

Sovjiet hard currency imports.
Table 3

Soviet Hard Currency Agricultural Imports

1976 1977 1978 1973 1980  i9sla/

Total hard currency imports 4.8 13.7 16.6 21.2 26.2 29-30
(billion US $)b/ |

Agricultural 1m§0fts 4.1 3.2 3.8 5.5 8.8 12.5
(billfon US $)b

Agriculture's share of the total 27.7 23.4 22,9 25,9 33.6 41.7-43.1
(percant) )

—SEoREE——
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* CO/NOFORN/NOCONBRAGE)- Betweon June 1981 and July 1982, -the Soviet Union
is expected to. import about 45 million mt of grain. .The Soviet Union is followed
by West Europe (30 milliom mt), Japan (25 million mt), and the PRC (12-15 willien
mt). These four markets will accowat for about 50 percent of total worldwide

grain purchasea.

*% (U) In the early 1970s, with the advent of detente, the Soviets sought
trade with the West primarily as a means of. obtainiug urgently needed induatrial
technology. With the fallure of agr;culture, the share of agricultural producta
in Soviet hard currenmcy imports-—tables 3 and 6--rose steadily and progressively
drained Soviet hdrd currency -resources. This development was unanticipated and
unplanned for. It also has limited Moscow's ability to purchase Western
taechnology.

g
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CITHOPORN/NOCONERACT) Despite Moscow's efforts, shortages of food con-

tinuye and are still mounting. Rationing has bsecoms increasingly frequent and
‘widespread gince last winter. Although some work stoppages occurred in 1981, to
diminish this potential for labor unrest, the leadership has allowed the prolif~
eration of spacxal fopd. distribution aystems. Once reserved ‘for the Sbviet
elite, these systems have tiow become common at the factory lavel.

(o/ANoReM- A more gerious concern. for the leadership is the edverse
effedt of atagnacing per’ capita growth of consumption onr Labor -productivity.
Gains in labor productivity are being counted upon to obtain 90 pércent of the
growth of induatrial output and the -entire growth of egricultural outpuc ‘under.
the cuirent Plan, The lesdership fears that if consumer welfare stagnatea that
this will reduce workar motivation and hence productivity., Moscow thus faces a
dilemma: it is rvelying upon a strategy of promoting afficiency and productivity-
~to an extent not found in esriier periodn--to propel overdll ecoricnic. growth.
But unless the leadership provides sufficient increases in food, particularly
meat and other consumer gbods, the needed iricreaseés in labor productivicy might
not be obtained~-thus the leadership's strategy might fail.

-esfneieaﬂfneeeﬂ!a*er+ With the third consecytive poor harvest in- 1981,

impoxts of grain now play a more critxcal role thar, ever hefore. Because of the
shortfall of 66 million metric tons, imports of 45 million metric tons will ba
needed to help meet Soviet grain requirements for 1981-82, About 125 million
metric tons of grain are required for the livestock sector and the ramainder for
bumwan consumption, seed, industrial use, and xeserves. Insofar as the Soviet
Union cannot grow coarss grains in sufficient quantities, imports of these grains
(corn and gorghum) predominate and are vital to maintain an acceptable meat

supply.

<EfROFORN) Further aggravating the Soviat food supply situdtion, meat
production for 1981 of 15,2 millfon metric tona lies betwsen the extremely- low
1980 level of 15.1 million tetric. tons, and thé unsatisfactory 1979 level of 15,5
willion metric tons, Due to this poor beginning in the threghold year of the
current Five-Year Plan, meak production targets for the encire Five~Year Plan
period are unlikely to be veached. With mounting internal supply difficulties,
the beef sgreement with Argentina will provide an important supplement to domes-
tic supplies.

~B/ROFORNNOCONERAOE) The agricultural {mport bill has socared as Moacow

has sought to compansate for domestic shortfalls through purchdses in the Vest,
In 1980, the Boviat havd currency tride bdlance ‘tecorded a défici:-—la:gely due
to the voluma of agricultural imports--which was 25 percent higher than in the
previous year ($2.4 billion as against $2 billion). Exports of gold; arms, and
services eénabled the Soviets to run a substantial current account surplus of $2.8
billion in 1980, but this figure was lower than the all time high of $5.3 billion
in 1979,

O/ NPOFORNMNOGONSRAGE) In 1981, a further worsening of the Soviet hard
currency position occurred, resulting from the massive agrxcultural import bill,
goft oil prices in the West, and stappad up aid to Poland. The trade deficit ig
$6 billion, with little relief in sight in the years shead; With its hard
currency bind incréasing, the Soviet Union hae been seeking short-term bank
credits for grain and other commodities normally bought on a cash basis and has
been dipping into its hard currency reserves to finance this deficit, Indicating

ey L
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the strains on Soviet reserve, Soviet assets in Western banks drxopped from $8.6
billion in 1980 to $7 billion in 1981, while liabilfities to these banks increased

from $7.7 billion to $8.5 billion.

EPRY )

Moscow's response to its hard currency bind indi-

cates Soviet pr;oritieuz ricultural imports are the primary concétn. While

some imports of grain and oc er foods are being deferred, the volume of nonagri-
cultral imports is falling.. Belectaed purchases of chemical and othexr industrial
materials are being cut. BExdept for the Urengoi gas. pipeline projecty Boviet
orders. for new plants and equipment aré sparse. The hard -currency bind is
seriog enough to influence Soviet economic rélations with Bastern Euxope.
Moscow has told ite East Buroyean partners that they can no longer counit on
uassive Soviet ecqnomic apsistance, mainly in the form of ‘highly subsidized
exports of ¢rude oii,

4EANCTORLNOUONERAGEY The Soviet food supply is likely to continue to
rely heavily upon Western imports over the near term. Even with 4 return to more

normal grain crops of 215 million metric tows of grain, the Soviet Union will
‘continue to need substantial imports~-25 to 30 willion tons annually=-for at
least the next several years just to raise per capitd meat conaumption by 1 ox'2
percent aunually,

~C/NOPORN) The vulnerability of the Soviet food supply position is in-
creasing with this continued growth of Western imports. Moscow has sought to
lessen ‘the Soviet vilnerability by diversifying the Foreign sources of supply of
agricultural commodities—-a polzcy which was given even more priority with the
imposltxon of the partial US grain embargo. Since 1980, Moscow has concluded
grain agreements with Brazil and Canada as well as with Argentina (table 4).

Table 4

USYR: Hxiatiug Non-US Grain Agreements
ARGENTINA (1 Janusry 1980-31 December 1985)

~- Authorizes the USSR to purchase 4 million mt of corn and sorghum and
500,000 tons of soybeans apnually.

~— Purchaaep in excegs of these quantities yill be authorized omly
after cousultatxon.

-- Purchases will be made at prevailxng market prices,

-~ Quantities stipulated in tho agreement and additional amounts agreed
upon will not be affected by an embargo.

CANADA (1 August 1981-31 July 1986)

~- Authorizes the USSR to purchase from the Canadian Wheat Board a
minimum of 4 million wt of wheat, barley, and oats in 1981-82, The
minimun commitment will increase half a million tons per year to
reach 6 million tons in the £ifth and last year of the agreéement.

-~ Quantities stipulated in the agréement will include grain shipments.
to Cuba on Soviet account.

-~ Prices will be negotzated every 6 months.
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Table 4 (Continued)

=~ Quantities stipulated in the agreement will not be affected by. any
reéstrictions impoded by the Cunadian Government. Unlike the
Argentine agreement; additional amounts sgreéed to by both parties
nay -be subject to embargo.’

BRAZIL (1 January 1982?31 Decenber 1986)

¢ -~ Authorizes the USSR to purchase & minimum of 500, 000 toms of
goybeans and 400,000 tons of soybean meal tnnually.
-~ Beginning in 1983, approxxmacely 500,000 tons of corn will be
~ A exported to the USSR annually; if available.
-~ Prices will be negotiated.

While trade with Argentxna offers Moscow & reli-
able source of agrxcultural products, the trade deficit with Argentina has a
serious destabilizing impact on the overall Soviet balance of trade. Since 1979,
the trade deficit with Argentina hae been the most dynamic element of Soviet hard
currency trade (figure 4). From Moacow's. perapective, 1981 proved no batter: By
the end of September, Soviet imports reached $2.5 billion while Soviet seles to
Argenting amounted to only $140 million. The 1981 Boviet trade deficit with

Argentins dould e¢qual 40 percent of the estimated $6 biilion total Soviet hard
currendy trade deficit for 1981.

« £BMNOFORNF With little hope for redressing the trade imbalance, Moscow
will. probably continue to accept thase large deficits, Givén the mounting Soviet
reliance on agricultural imports and resultant concern over the valnersbility of
the Soviet féod supply, trade with Azgentina should ¢ontinue as a top Boviet

priority.
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Table

5

USSR:. Hard Currency Exports

Bxports, free on board . .

1970 75 , 1980 :
Million Percent Million ‘Percent  Million Percent
us$ of Total Us$ of Total uss of Total

< Total 2,201 100 7,835 100 23,498 100

of whic¢h?

" Fuels T 22 3,887 48 15,095 64
Crude oil and 387 18 3,276 41 12,028 51
petroleum products
Natural gas 13- 1 220 3 2,706 12
Coal. and coke 93 4 391 5 362 2

Machinery and 140 6 560 7 1,388 6
equipment
Ferrous metals 129 6 167 2 246 1
Chemicals 67 3 256 3 765 3
Wood and wood 365 17 712 9 1,476 6
products
Agricultural 205 9 572 7 478 2
products
Grain 22 1 3 Negl 0 0
Other 183 8 569 7 478 2
Jonsumer goods 76 3 215 3 152 1
Source: Soviet. foreign trade data.
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Table 6

USSR: Hard Curreacy Imports

Imports, free on board

1970 1973 1980
Million Percent  Million Perceat  Million Percent.
uss$ of Total Us$ of Total Uss. of Total

Total 2,708 100 14,257 100 26,017 100
of whichs o "
Fuels 8 Negl 497 3 700% 3

Crude oil and 8 Negl 497 3 700% 3

petroleum products

Natural gas 0 0 0 .0 0 0
Coal and coke 0 0 0 0 0 0
Machinery and 927' 34 4,593 32 6,039 23
equipment

Ferrous metals 279 10 2,567 18 3,469 13
Chemicals 208 8 742 5 1,565 6
Wood and wood 84 3 214 2 203 1
products
Agricultural 615 23 3,856 27 8,800 34
products

Grain 101 4 2,323 16 4,400 17
Other 514 19 1,533 11 4,400 17
Consumer. goods 260 10 430 3 745 3

Source: Soviet foreign trade data.
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4. COMMERGIAL RELATIONS: THE ARGENTINE PERSPECTIVE " APR 26 2018

4. .Summary

4€+N9P6RN9-Pragmatzc conoiderqtionu of economic self-interest motivate
the Argentine Government's export folicy toward the Soviet Union. The Soviet
market has proven large and extrems profitablc at a time vhen Argentina urgent-
ly needs foreign exchange to cope with a serious balance of ‘payments problem.
There are, however, certain constraints on what the Argentines consider a benefi~
¢ial trade relationshipt the Governmant's basic distrust of the Soviat Union has
been further ‘augmented by & concern over thie degree of economic: dependenpy on che
Soviet Union aid by drritation at .8oviet attempts to use economic ties to further

political objectivess

b. ‘The Faltering Argentine Economy and. Trade with the USSR

(¥} In 1980, Argentina regiastéred a trade deficit of $3.2 billiow, the
first since the 1975 deficit of $3500 wmillion, and .also ran a tecord current.
account defieit of §4.9 billion on its balance of payments, Aggravating balance
of paymants problems, Argentins s foreign indebtedness steadily increased from
$5.2 billion in 1975 to §11 billion in 1979, In 1980, Argentina's total public
and private foreign debt reached $19 biliion, making ‘the country the ‘third
largest non-OPEC debtor nation among Third World countries. Ae a vewsult of thig
rapid growth of indebtedness, debt service repayments steadily roge from- $790
million in 1975 to $1.,5 billion. in. 1979, Eurther straining Argentine foreign
exchange reserves and contributing to the curreat account deficits.

(V) Argesntina's balance of payments problems are linked to the country's
principal domesti¢ economic problem: inflation. The country's balance of pay=
menté difficulties in 1980 were preczpitated by government. policies designad to
bring inflation under control. Rempént inflation ¢annot usually be dealt with
except at the price of unemployment and a loss in real wages. Undexr mandate fron

the military junta to minimize the economic and social dislocation of such
policies, then Economy Minister Martinez de Hoz achieved=--at first--a tour de
force: inflation was brought back down. under two digits, with full employment
and no loss im real wages, But this was achieved only at the cost of a massive
transfer of resources to the service and public sectors, adding to the alrendy
alzable publxc debt in the process. To sustain economic activity, the Goveirnment
expanded the money supply, sowing seeds of -additional inflationary pressure.

(U) Export-led recovery was awother key element of the Government's
policy. The peso was devaluated in hiopes of stimulating industrigl activity by
enhancing thé country's trade compatitiveness and stopping the £light of domes-
tic captial. To lessen the inflationary impact of devaluation, jmport tariffs
were further reduced to encourage imports and prevent domestic firms from raising
prices Loo sharply. However; the ineptly managed devaluation refueled inflation
end led instead to general economic staghation. The devaluation was not deep
enough to achieve the desired boom in exports because the Government still
adhered to its policy of using.an overvalued peso as an’ anti—xnfiationary instru~
ment. With a policy that held thé devaluation of ghé peso far below the rate of
domestic inflation, export incentives for domestic firms were ineffective. Ex~
pectmng further devaluation, the Fflight of domestic capital inereased as
Argentines rushed to purchase US dollars, The import cuts peimitted ‘Eurther -
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foreign incursion into the country's market and résulted in a loss of sales to
domestie firms, While ‘the Government succesafully controlled inflations the

continued flight of domestic capital; the rise in debt service payments, and the
‘negativa trade balarice all operated to widen the country's balance of payments
deficit.

*i#ﬂﬂ!ﬁnﬂ}-ny 1981, the Argentine economy was experiencing the full
effects of thé Government's past inaffectiveness: a deep industridl recession,
rising unemployment, falling real wages, and a return to three-digit inflation.
The large public sector deficit (financed mainly by further money'crechlon), the
fear of hxghar inflation and expectation. of further devaluation, and political
and economic uncertaincies kept interest yates at extiemely high. levels. These
forces operated. to depresn invescment activity and dampen consumer demand and
further deepen the country's economic malaise, The uriemployment rate is particia~
larly troublesome to the Government: A brief strike by automobile workers. was
quiockly put dotm ard a threstened general strike never materialized. Neverthe=
less, the. .unerployment. sitvation raises the poeaibility of social unrest and
prompts incredaingly vocal disenchantment with the wilitary Junta.

<8 The detafiorating state of the Argentine ecovomy haé become the
country's major political issue, A cdasualty of. the economic origis was former
President Eduardo Viola, who was Eired by the ailicary junta.on 11 Decesber 1981
-~ttainly because of his poor pecformance in handling the economy. The new
President, Army Commander in Chief Leopoldo Galtieri, has begun to institute
measures that, it is hoped, will alleviate some the country's economic -problems.
Agricultural exports ro the Soviet Union remain one of the few positive indica-
tors in a genarnlly diswal economic picture.

—(CHOPORY The foreigh trade account im 1981 improved dramatically,
showing a surplus of. $2.4 billion. Thia is a result of booming agricultural

exports and of the serjes of devaluations finally taking effact, While agricul-

tural trade with the Soviet Uaion does not directly help the country's depressed
industrial sectoxr--one of the Government'’s principal concerns--the healthy trade
surplus of over $2 billion with the Soviet Unjon has bought time for the govern-
ment by reducing the prospects of even wider baldnce of payments deficits. The
trade surplus offset debt service obligations of $2.2 billion; this helped lower
the country's current account deficit to $2.1 billion from the record deficit of
$4.9 billion in 1930.

4¥#NOFOEN} The new Soviet market, however, has proven to be a mixed
blessing, Avgentine leadérs are. soncerned ebout the amount of economic depen-
dence on the Soviet Union that Has grown along with the profits. Despite
attémprs to diveraify further Argentine agricultural mavkets by signing letters
of intent to aell grain to the Paople's Republic of. China, Mexico, and Iraq, the
Soviet Union in 1981 at;ll puxchased over 75 percent .of total Argentine grain
exports-~a figure not likely to change much in 1982,%

* £GMNOFORI Bécause of last year's drought, Argentina will not ba able to
watch the record lavel of 1981 exports (15.4 milliom metric tons). Argentine
grain exports are expected to reach 12.5 million metric tons during the current
marketing year.
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£G/ROEORN> Perhaps the most important constraint on Soviet-Argentine
economic ties is the Argentine Government's basic distrust of the Soviet Union
and its view that Communism is the greatest threat both to the Weastern Hemisphere
and to the country's own security. The current military government stakes its
rationdle for existence on il:ck;bility t‘o_iopplg%% .Com(:\ism. The first. ‘r_igrélt‘:z

i ty regime upi aking power 76 was to. wege a war against
i’gsﬁ?ﬁcmﬁgﬁgzﬂiﬁ?m&:’?ﬂsEificgt on fornt:he 2-year "dtr‘tsy war" an'd‘the thou—
sands of "disappeared" people was to save Argentina from a Communist takeover.

~¢E/NOFORNY The regime, however, has aso far avoided the linkage of econom-
ic and political issues in relatfons with the Soviet Union, The Argentine
Government has pragmatically pursued economic contacts with the Soviet Union,
taking Soviet hard curremcy for Argentine products but refusing to enter into any
agreement that would bring large numbers of Soviets into the country, Moscow has
tried for several years to gain permission for Aeroflot to establish routes and
open offices in Argentina, but without success. TASS, the Boviet news ageuncy,
has also been denied permission to operate in Argentina. No bilateral fishing
agreement has been reached, despita persistent Soviet efforts.

£o/NOPORI~The Argentines have also been wary of establishing an arms
supply reélatlonship with Moscow. 8ince 1979, the USSR has been offering attvac-
tive arms packages to the Argentine military, but no arms agraements have been
gigned and nembera of the military hierarchy have stated repeatedly that they do
not want Soviet military equipment., The remote poseidility that the Argentine
military might procure arme from the Soviet Union has receded eyen further with
the warming of Argentineé-US ralations. under the :Reagan adminjstrat.

saild that Argentina’s position in the wor s not compat
vague positions" that weaken the nation's Western xoots, nor in 'giddy pursuit
and flirtations" with ideologies that "distort" the nation's permsnent

interests.

~(QRIGEOM- Argentine distyust for the Soviet Union has deepened with
Soviet attempts to uge economic tias to manipulate Argentina. These attempts do
not appear to have been successful; however, during November 1981, there were
reports of Soviet pressure on the Argentine military to buy Soviet aime in order
to rectify the trade imbalance. There were alaso reports of Boviet attempta to
convince Argentine not to participate in the Sinai peacekeeping force envisaged
by the Camp David accords. Concern for the Soviet market was reportedly a minor
factor influencing the Argentine postponement of the decision to accept the
invitation. However, there is no resl evidence that Soviet pressure has had an
effect on Argentine political decisions, or has influenced the country's politi-

sal oriantation in any way.

£OLNOPORRY)~The USSR has continued to be supportive of Argentiva in the
international fora on human rights issues and backs Argentina against Chile in
thelr ongoing border dispute over three islands in the Beagle Channél. The
latter action on the Soviats' part may be less to gain Argentina‘s fgvor than to
oppoee Chile, the one country in the world where a Communist government was
overthrown by a rightist dictatorship. Argentina does not object to Soviet
support on such matters, but has not provided significant political favors in

return. '
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~<e/NeroRi) It appears likely that the new administration will continue
to pursue commercial relations with the Soviat Union, despite the various con-
straints. President Galtieri's new Economic Minister, Roberto Aleman, has made
it clear that economic ties with the Soviet Union will definitely continue. as
long as they are in the national interest. Factors other than economic self-
interest aleo make continuance of ties with Moscow likely. Perhaps most impor-
tant is the regime's self-perception of Argentina as not only a regional power
but algo a world power. Acvgentina has a long tradition of aloofness in foreign
affeirs from the US, Hence, Buenos Alres sees no contradiction in supporting US
policy on political issues in East-West. relations, while pursuing profitable
economic relaticns will tha Soviet Union.

5. ABSESSMENT

a. Iwplications for US National SBecurity Interests

£/ NOPORNI~Buenos Aires, while engaging in limited cooperation with the
Boviet Union, defines Argentine strategic interests in terms of the stated al-
legiance to Western ideals and values, The Argentine military, at the center of
power in the Government, considers the threat. to the security of the Western
hemisphere in a way which is fundamentally congtuent with the U8's view: the
Boviet Union is perceived =28 seeking global dominance and as attempting to
destsbilize the Western Hemiaphere, :

“COYNOHORN) Although the US is the largest Soviet grain supplier this year
(table 7), Moscow has diversified its suppliers so that a unilataral US embargo
would not be effective. UB leverage is being further eroded by Moscow's poliey
of seeking to weet ag much as possible of its remaining grain import requirements
for 1982 from non-US suppliers. Therefore, if an embargo against the Soviet
Union were to be effective, it would have to include all or wost major exporters,
but particularly Argentina.

~<OrROEORN). While no official sdtatements have been made, it is unlikely
that Argentina would support a grain embargo against the Boviets. In gpite of
ovartures of friendliness to the US on the part of the new Caltieri Administra-
tion, it would be up to the military goverrment to defy pragmatic considerations
of economic self-interest to support the US. The Argentine decision would be
based on the importance of agricultural sales to the Soviets in keeping the
country's balance of paymsnts deficits within manageable dimensions. The deci-
sion would also reflect the Govenment's assessment of an embargo's effect on the
troubled economy, and on popular discontent with the economic malaise and percep-
tion of the military's ineptuness in managing the economy.
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Shippedi®
July ="December

mut
21.8
6.2
6.9
4.8
2.1
0.4
0.7

Table 7
USSR:  Crain Imports, July 1981 ~ Jupe 1982
(million metric tona - mmt and perceat)

?"’%332{"‘& Cgﬁtgtg:ﬂts‘*
Country mot  Percent mut  Percent

‘ Total 45.0 100.0 38.9 100.0
# United Ststes 18.0 40 12.5 »32
Argentina 12.5 .28 12.5 «32
Canada 8.0 .18 8.0 +20
ECHh# 3.0 <07 2.8 .08
Auctralia 1.2 .03 1,2 .03
Eastern Europe 1.0 .02 1.0 .03
Other 1.3 .03 0.9 <02

% (U) As 31 December 1981

*% (V) Estimated

0.7

UNCLASSIFLIED

*%% () Including wheat flour and grain equivalent of mixed feeds
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~SEGREF—

b, OQutlook: Soviet Argentine Relations

“CCANOPORNY The. Argentine regxma has steadfastly avoided the linkage of
political and economic issues in its relations with the Boviet Union, Past

efforts made by Moscow to improve -its golitical s:anding have met with ‘little
success, The likelihood that Soviet efforts will soon meet with success appear

' dl.mo

+6/NOFBRN> In spite of growing comuercial ties, Argentina's foreign
trade orientation will remain westward, Finance capital, techniology, and expott
markets fot. 1nduatr1a1 producta--gll needed for the countxy's economic develop-

ment--are found mainly in the West.

“LOFNOPORNY> The only country capable of pushing the Argentines into sev-
ering economic ties with the-Soviet Union is the USSR itself., -If the always
distrudtful Argentines felt that the Soviets were attempting to use economic:ties
for their own political ends at the expense of Argéntina, or were. in any way
trying to sublert ‘the. Atgentirne populacé, ‘thé Argentine Government would sever
relgtions in spite of thé savere economic’ 100:3: that would follow. But as long
as Argen:ina can continue the profitable econonic velationship while keeping the

Soviets at arms length, it will probably do so.

~(G/NORORN) With no relief in sight from the need for substantial agricul-
tural  imports, trade wlth At;ancina shauld remain & top 80viet priority‘
Argentine-Soviet trade i likely to remain eubstantial (Soviet agricultural im-
ports should run at least $10 billion annually through 1985), and Moscow also
hopes that the continuing commercial {nvolvement will mute the '"image of the
Soviet threat." Moscow will continue to rely ¢n frade as a leading edge of its
effort to improve relations with Argentina. At s minimum, Moscow can be expected
to encourage nationalist sentiments in Argentina with the expectation that. this
developuent would adversely affect -US regional interests:.
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SUBJECT: Defense Intelligence Agency (DIA) report, “Soviet Com-
I mexcial Relations with Argentina: Implications for UH
Strategie Interests" - INFORMATION MEMORANDUM

The Defense Intelligence Agéncy (DIA) has xecently published the
efclosed Defense Intelligence Report eptitled, “Soviet Commercial
Relations with Argentinas Implications for US Strategivc Interests,™

ril 1962, We are forwarding you a copy of this report, as the
Adency feels it would be of high i’ terest to you,

THie study is partlaulaxly timely as it explains the undarlying
e oncmic interest of 'tha Soviaet Union in Argentina, as well as
Arlgentina‘s need for Soviet business. It is quite conceivable that

doa conpaquence of tle current crisis, relat nahips between these:

countries conld be enhanced,

At: the time this study was written, the Galtieri Admnistration and

Us were moving towards mofe friendly relations. Bven though the
a kland origis has .reversed this trend, the analysis of Soviet-
Ar entine relations is 8till pertinent. ¢

rdlna‘tion w.lthin 0SD is not required.
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