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\'lith military sales agr e e:nen-cs of near record size and economic 
pacts that seemed to ensure long-term Soviet involvement in 
several key less developed countries. Moscow once again 
f ocused on milit~f aid as its most effective ceans of building 
up influence in the Thir d ~Iorld. At the same time, the USSR 
exoanded economic &nd technical co-operation with LDCs in 
order to consolidate poli-;;ical gains and 'to aSl!ure markets and 
.. "a\, materi 1 supplies for various branches of Soviet industry. 

2. Despi t e Noscow's appa;:ent preoccupati on wit h sub-Saharan 
Africa - where its Cuban sUl'rogates played an i ncreasingly 
important role - three fii~hs of the $4 billion military 
commitment in 1977 went to support radical J.rab regimes, !-ioscow's 
t raditional arms clients. 1be new support for these nations 
included (a) an $800 million agreement wi th Algeria f"r r e­
organizing its ~round forces and modernizing its aircraft 
lllventories, (b) a $500 mi11 ion supplement to Liby&'s 1974 
$1.8 billion arms purchase, and (c) $900 million of equipment 
largely for Syria to modernize its ground forces. 

3. !-!oscow' s most deeisi ve supply actio;} "''as in t he Horn of 
Airice. Follolling poli tico.J_ decisions made in 1975 , the USSR 
shifted .i t s alliance from CloL.dia to Ett.iopia in an arms build-up 
unprecedented in size or cha=acter in the sub-Sahara. Agreements 
-~otalling moo n:illion ... --1 th ~opia, follo\\led by massive 
del i v e .. "ies , t ogl:t her v;ith another $135 million of 8n1fi pledged 
'ilo s -~ly t o l.ngcla, i iali, Tam;a.'1i a . an d Zambia , confirmed Iloscow's 
com;;!i tment -co the eyoee. . r e= -;rhile, t he uss:, gave more active 
support to ..frican insurGel1~ gr oups t h.-ough ne\\I and heavier 
~ssist=;:e. The 21,000 CUb':'!l mill tary personnel in black Africa 
<:t yea: .. end (E..lmos-i; t vi c e -~!",c number at year end 1976) were 
f urther test imony 01 Nosco,-!' s heightened interes t iIl the area. 
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l;. The record $3.3 bill ion in Soviet military deliveries in 
1977 - ~rith LibYl!, Iraq , Syr i :l , India , and Peru the largest 
recipients - featured a lai" ' e~' proportion of advanced weapons 
s ystems and n aval craf t . l':";:p t' s ongoing peace initiative s 
t oward Israel provided Mosco ! further opportunities to cement 
rela'~ion8 with J.lgeria, L':'c ya , and Syria - meobers of the "Stead­
f astness Fl'ont" oppo sing Qcco!lllJJodation wi th Israel. Even though 
the overriding considerati on in all major Soviet mili t ary supply 
decisions in 1977 r emained political, the Soviets were particularly 
g;.·atifi ed t o ealn an es t ll!2':;ed S1. 5 billion in hard currency frol!! 
arlllS s a l es . 

5 . In 1977, the USS . and E<lst ~'uropean countries signed 19 
econoId.c f :'amework ae;reement.s with LDCs, the majority to be 
i mplemented over 10 to 15 yea.s . The ~ount and kind of assistance 
.C01' specilic projects and ':;lle terIIis of r epayment are to be 
negotiated separa tely. Th ey 3ay include conditions ranging from 
straight co~ercial trens~ctions to liberal long-term provision 
of ai~. The agrce~cnts shi~t the burden for formulating viable 
ne;'/ p:'oject s to t~1£: dev el opi:1g country. 

6 . The USSR hope s by t he s e economic aid agreel!!ents to quiet 
gro;'/:Lng Thir d World discontc!lt with the level and c!laracter of 
Sovi .~t assistance . Mosco\': a130 expects return benefits, cainly 
1u the fo~ of ( a ) establiz~~ent of markets f or Soviet goods and 
(b) securL"lg new sources of f oodstuffs and industrial raw 
mat erials such as be.uxi te , i :'on ore, and phosphates. East 
~'uropean countries arc pa~~c\ll l!rly interes ted in concluding 
2 6r eernnta with U. LDCs t il<:t will provide future oil supplie s, 
since their increas<:!d n eetis aLnost cert ainly will not be met by 
the USSi: . 

7. In 1977, Communist econ03ic a id comoi t mcnts fell to their 
l o·.'!est point in n early a dec:~ de - only $875 million in new credits . 
The most precipitous drop ",r.::.s in the Soviet program, as i·loseo ..... 
p l edged l (? ss than $400 Dillion of (lid, mostly to India. The 
d clcline in the v;:,lue of nc, l <:id extensions, hOl,;ever, should not 
be interpreted a s a switch in policy since ( a ) aid deliveries 
,'!ere 5 per cent higher in 19'/7 ; (b) shortly a fter the elose of 
1977, !·10sco\'; signed a 5'2 billior- aid pact with I4oroc eo involving 
devolo;?ment of tho"! !·!oroccan n:l0~p;! t e indust ry in return for 
lo~~-term shipments of phoS?~ates ; and (c) important aid exten­
r, i ons negotiat ed in 19n ',:e:' c credited in our bool;: keeping to an 
e<'. :~lier year when an open ended agreement had be en signed. 
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Commun ist Aid to Less Developed Countries 
of the Free World. 1977 

The Militaoy Aid Program in 1977 

A Neor-llecord Yea. 

8 . La rge sa les 10 traditional eiients and massIve 
support to Ethiopia pushed Commun ist urns 
sales to LDCs to a ncar-record 54.2 billion in 
1977 and amlS deliveries to a peak 5.'.6 billIOn 
(see tables I and 2). Only in 1974. when Mo.co" 
was rc.~tocking Middle East inventories. were 
military sa les higher. T ra nsactions in 1977 ral..cd 
tOlal Communist sales to LDG sInce the mid-
1950s to a lmOSl S30 bill ion. In 1977, as in 
previous years. the USSR accounted for the 
lion's share of the Commun ist program t95 
percent of sales and 9 1 percent of detiveries). and 
Moscow continued as the second-ra nking LDC 
arms supplier. afte r the Uni ted Sta tes. Ea,t 
European countries. the People's Republic of 
C hinn . and other smal ler Commun ist surr li ers 
contributed only $270 million io new agree­
!!lents. with the bulk of their aid consigned to 
Angola and Ethiopia . 

9 . The va lues for Communi t .Hms sa les and 
aeliveries used throughout this paper arc x­
pre sed in Soviet trade rrices- lhe actual rrlces 
expressed in dollars. tha t we estimate Commu­
nist counlries charge LDCs. The values are 
based on price lists for the equipment (construct­
ed from a variety of source) whIch a re conllO­
ually upda led as better informat ion is receIVed; a 
major revision of prices was undertaken in 1976. 
More recently we have reviewed our esti mate., of 
support costs. The resu lt. of a pIlot study cove r· 
ing 1974-77 as a whole howed these costs to be 
significantly higher than the average 25-percen t 
allowance we have usually used. Even though 
differences aro e~pected from yea r to yea r be­
cause variations a re more a function of inventory 
holdings than arms nows. in the four-yea r period 
we reviewed the relat ionship of support to nows 
was rdatively conslant. We will continue ou r 

NAT 0 

research on th is question and will take our 
fi ndin~s Into account in ,ubsequcnt publ ication 
Arms sa les and deliveries figu res eXDres>ed In 

Soviet trade rrices are appropriat e for ( J ) eom­
paflng Communist military a les to lDC:; from 
yea r to yea r. ( ) looking a t a rms exporb as a 
sha re of tOla l Commu nist . 'ports. "ad (c) assess-
109 LDC debt-service obl igations We shall con­
tinue to u<c Soviet tr~de prices for va luing 
Communi'l arm "'ks and dclivefles '" futuro 
a id " mJ rade pu blications and will re"i,,, the 
valut." ... cries 35 nc\\ pricing information 10:; 
r~e ived 

10 . For other andlYlical purposes. such as the 
comparison of SoV iet sales and del iveries ,. ith 
those of he Lnited S ta tes. Soviet trad priCt.. ... 
Jrc nOl a good measure because thc~ often bear 
little relation to US prices fo r si mila r equ i ment. 
For such comparisons. we sha ll usc the estimated 
cost to LDCs of pu rchasing the Soviet equipment 
in the United States . This system of Co -ting 
would raise the dolla r aggregates u cd in tbi, 
paper b:. aoout one-t hird . 

little Chonge in Clien' POnef" 

1 I • /\ few la rge a rms sales domlnated the 0\,;", 
mil ita ry 31d picture aga In in 1977. with fi ve 
clients- Syria. Algeria. Et'U0p13. Ind Ia. and 
Libya - accounllng for a lmost 90 percent of the 
sa les. The Soviet commitment to rurm h 52_1 
billion of arms to Algeria. Libya. and Syna 
bolstered the hard-hnc stance oi these countries 
agams l Egypt Ia n peace initjaljvc.'~ Tht: l '; -R·, 
saJes of modern "' ,,"aponry to these radical ,\ra b 
clients have been motivated by political ~on~lder­
ations; the subs tantial hard curreflcy earning' 
from the sales are a highly attractive scwndary 
consideration . In 1977 the SSR broke he 
Western arms supply monopoly," tbe conserva · 
tive Persia n Gulf sta tes wilh a 550 mill ion cash 
sale or m i~si1c~ and rockel~ to KU\\Ji t 
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The Soviets made few known financial cences­
sion. to laree clients last year. either in pricing 
arraneements or repayment terms. Libya pa id 
cash and. even Syria. a highly favored arms 
customer. apparently no longer received dis­
counts from list prices for its arms purchases in 
spite of its areuments it would have to go it alone 
in case of a new connict with Israel. In all. the 
Soviets will eain perhap; S 1.7 billion in hard 
currency from 1977 arms sales: receipts from 
deliveries durine the year probably ran at least 
$1.5 billion_ These earninlls came at a particu­
larly opportune time- following the la rge hard 
currency trade deficits of 1975-7()--a nd reduced 
pressures on the USSR to cut back imports of 
badly needed equipment . grain . _lDd semi­
'11anufactures from the West. 

13 •. The Soviet-Syrian re!a tionship. ""'hlch had de­
teriorated in 1976 durinll the Leba nese cris i,. 
was rekindled last year with agreements valued 
at a total of about 5 I billion. BeSIdes additional 
units of advanced wcapons alread~ on Syria n 
inventories_ Damascus may rece ive its first M IG­
ISs and S U-22 filolhter / bombers. The ne" ag ree­
ments made Damascus a 54.6 billion arm. cus­
tomer and moved it into first place among SovIet 
arms clients. Iraq followed its S I bIllion 1976 
order with purchases of S 150 million tha t includ­
ed lone-ranee jet transport ai rcraft t I L- 76s) 

sett ing transactions represent the la rgest Soviet 
commitment ever made to black Africa an~ 
renect a major shift in Soviet policy in tbe Horn 
of Africa. The $700 million in Soviet agreements 
for equ.ipping Ethiopia with modern weapons was 
accompanied by (a) Moscow's refusal to ship 
offensive weapons to Somalia. (b) Moeadiscio's 
abroeation of the 1974 Somali-Soviet friendship 
treaty. (c) Somali withdrawal of Soviet rillhts to 
nava l and air facilities in Somalia. and (d) the 
e~ pulsion of 1.500 Soviet advisers from Somalia . 

on- !DC CIiento 

16. In South Asia . India continued its lone de­
pendence on the Soviet Union with arms orders 
tota ling 5600 million. New Delhi's larllest 
annua l military supply commitment from the 
USSR. The agreements. which include licensed 
production of M IG-2 1 bis aircraft in India. 
continue Moscow's assistance for Indian defense 
production begun in the 19605. India·s cumula­
tive military purchases from the USSR stood at 
$3 billion a t yearend 1977. 

17 . Moscow's only other large arms accord in 
1977 was a 5100 million sale of aircraft. tanks. 
and radar to Peru- a followup to the 5530 
million of Soviet sa les in 1973-76 for Lima-s 
Army a nd Ai r Force. 

0.& ..... at • IecenI Pace 
never before e~ported by the USS R 18. The USSR shipped LOCs an unprecedented 

14 . Algeria plans to modernize its inventoric.. fur­
ther with the SQuadron of 1\1IG-Z3 fig hters tha t 
Moscow is providing under the S800 m, ll,on 
1977 aereement. It will use the addit ional tanh 
and combat vehicles to reorga ni ze Its ground 
forces into mobile units better ' aited to desert 
warfare. 

Atrircaft ClieRfI:: PeIiticaI Consi.t.rotion. Paramo"n' 

15. The Soviet venture into Ethiopia was fr an kl; 
political. Rising international crit icism did not 
deter Moscow's continuing sub-Sa haran offen­
sive. for which military agreements in 1977 
soared to S835 million_ tripk the 1975 level (t he 
yea r of the Angolan insurgenc} ). The record-

NAT 0 

SJ.3 billion worth of military equipment last 
yea r. almost seven times Moscow·s average 
annual del iveries to LOCs in the late 19605 and 
a lmost twice the average 1970-76 deliveries. At 
yearend 1977. the Soviets had delivered a total of 
S21 billion of weapons to the LDCs, about 80 
percent of its total commitment (see table 3). 

j 9 . Three Arab customers-- lraq. Libya, and 
Syria- "'ere among the top five recipients in 
1977. alone with India and Peru. Collectively. 
the five accounted for about 70 percent of Soviet 
deliveries. Ethiopia and Ailleria were also major 
recipients. receivine S300 million and 5200 mil­
lion. respectively. Moscow also made its first 
deliveries of important weaponry to f'cru and 
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Ethiopia- SU-22 fighter / bombers to Peru and 
MIG-21 BIS to Ethiopia. 

Military T echnicol SeMc .. 

20 . Approximately 33,000 CommurUsl mili ta ry 
personnel were in LDCs in 1977 to assemble and 
maintain equipment and to instruct local units in 
combat techniques and the maintenance of new 
weapons (see la ble 4) . In Ihe case of Angola and 
Ethiopia. C ubans were engalled in actual com­
bal. The preponderance of Cuban personnel 
and lhei r overwhel ming conccf'ltra lion in sub­
Saha ran Africa is shown in table 4 . 

21 . The 50'percent TlSC in the number of mili · 
lary personnel in LDCs in 1977. compared with 
1976. was almost entirely attributa ble to a ncar 
dou biing of Ihe C uban contingent in Angola. 
where in addition to the usuai advisory services. 
ma ny were directl y involved in combat support . 
Others worked in Angola before being tmns­
ferred elsewhere. For example. a thousand 
Cubans were moved to Ethiopia before lhe end of 
the year for action agai nst Somali forces in the 
Ogaden. Cuba ns also trained African insurgents 
for activities against cstablished white gov. 
ernments. 

al ready provided and a cadre of 50.000 LD 
naliona ls that had been trained in Communis t 
institut ions. The difference a lso rna rencet 
hig her price> being charged for equipment and a 
possible arm's length all itude of me L D S In 

accept ing services. The USSR 10 some ca.ses ma~ 
have become more conservative in supplying 
technicia ns because of constra ints wi thin it. 0 " n 
economy and the expulsion of its troops fr m 
Egypt. 

23 . As in 1976. the lar&est concentration of \ iet 
personnel was in Syria. Iraq, and Libya whIch 
accounted for about one· half of the entire num· 
ber. These three Arab sta tes also received nearly 
one·balf of oviet - East European arm. del,,· 
cries in 19 . Contin&ent' of more than 500 .. ere 
in Ethiopia and Angola. and 3SD-man team, 
were maintained in Afghanistan and South 
Yemen despite relatively mall deliveries to th"". 
countries. The number of Chinese mih tar) t,-ch· 
nieiJn in LDCs declined for the second con .cu· 
tive year. lh i.< ti me largel) because of a reduced 
presence in Mali and Zambia . 

24 : We estimate that LDC, incurred a cost of 
about S 150 million for Communist millla!,) te h· 
nlcal services or ~ 1 a"erage of S20.000 pee man· 

22. Soviet and East European personnel in LDCs year. This esti mate is based on computati n> of 
incte-dsed by 13 percen t in 1977. compa red with average sala ries and other ost allowan and 
1976: most of the gain occurred in sub-Saha ran adjusted for length of stay in countr) . Cost> are 
Africa . The la rgest increa es were in Et hio!)ia. highest for Soviet and East European per nnel 
Mozambique. and Tan7 .. nla. T he 1.500 Soviets and lowest for C hinese. who receive only ub-
in Somalia early in the year had all departed by sistencc at prevaihn& local standa rds. 
yearend . Except in the sub-Sa hara. we note a LDC T ' . ~__ . ~_.. . 

'bl d . . C . h ' I ra_ '" ~mun'" ~n"'" passl e rc ucllon In ommuDlst tee Olea SU~ 

port for a rms sales compared with earlier years. 25 . In 1977. 15 per ent fe".r LDC personnel went 
The number of Communist military technicians to Soviet and Eas t European military ins titutior ' 
assig ned c1ienL~ outside of black Africa in 1977 for training tha n in 19 6. The drop was partia :· j 
had changed lillie frum the ea rly 1970s when offset b) on-si te lraining cond ucted b) Soviet 
annual Communist arms deliveries totaled less and Cuban tech nicia ns in LDC . Of the 2.700 
Iha n one-thIrd the 1977 level. The apparent ThI rd World personnel that went for advanced 
difference in technical support was even more train ing last year. onC'·half came from Elhiopla. 
exaggera led in comparison with the decade of Iraq. Tanla nia. and Syria: and. as in mO§t re nt 
the 19605. For example. in 1960 the number of years. the largest number w:re trained on JIC 

Communisl lechnicians for each LDC dollar defense systems. or as pilots. tank operat rs. and 
spent on military ha rdwa re was twice the 1977 maintenan •• technicians (sec table - ,. Oth r 
level. To some exlent the difference in 1977 countries in sub-Saharan Africa (cspeci. lI~ 
reOects the reduced needs of tDCs beca use of I S Mali. Somaha. Uganda. and Zai re) account ed 
to 20 years of Com mun ist advisory .crvices for an additional 30 percent of the tramces. 
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26 . Despite the fact that LDC trami ng 10 the ,ntentions or a sign of change in aid philosophy. 
USSR is related to new orders of milita ry equ ip- For the Soviets. broad swings from year to year 
ment. we have found less correla tion tha n be fore often reflect aid opportunities as well as long 
between the size of annual allreements and esti· gesta tion periods before accords are sillned. Mos-
mates of the numbers of trainees ent to the cow's S2 billion l6-year crediL< to Morocco for 
USSR. About onc· half of the 50.000 LDC pcr· phosphate devdopment. si,ned early in 1918. 
sonnd trained in Communist countr ies Si nce missed inclusion in the 1977 tota l.; this key pact 
1955 have ,one for instruct ion in the pa..<t I ~ wi ll drive up commit ment fi,ures for 1978 to a 
years. a period during which 85 percent of total new record a nd thus could give a mislcadin, 
equipment orders were placed. The trai ning quo- picture of a n aid resurgence after a bottoming 
tient in 1977 was one for every 51 million worth out. 
of equipment ddivered compared wi th one for 30 
every SIOO.OOO worth of equipment in 1965. The r· II In any casc

f
• I

h
977 data tend tSov° understadte.,~~e 

d · L. ft ' d II u extent 0 t c contmumg let an <=.>t 
rop ,n num""r 0 ralnees pcr 0 ar spcnt on E d f' bcca . f' ed . I I fl h h' h ' uropean a' e ,ort usc coverage IS a ,ect 

equtpment arge y re ects t c 'g er cost pcr b h 'II ' 'd ' ( ) , . f h I Y t . (' 10 oWing cons) eraUons: a lC'wer new 
unit 0 t e more comp ex weapons systems a nd d ' be' bI ' . ed nd (b) 
also the increasing emphasis on on·,il< lrammg cre tl

f 
agreemeknts a rc 109 Plld ICIZ 'I a h ' 

L . - I . cd new ramewar agreements an genera tee 01-
programs. onger traln,ng cyc es (e,t,mat to Ind ' d ( 'd I used b E 
last 18 months. on the a\.'crage . two 10 three ca a econ0".llc aceor .s WI e y y uro-
times the length in the ea rl y 19605) ma> 5t"m pean Communtst countrlcs) arc open ended and 
th 't f Sov' t t .. f 'I' t ' do not usually spec,fy the amount of the a,d. For 

e capaCI y 0 Ie rarnmg .c,' ,es. I d ' 1977 ~200 '11 ' Sov examp c. we note In a # mi . lOn ld 
27. We estimate that in the allgregate th is tra inmg a llocation for Colombian power development 

cost LDCs about SJ5 million las t year. " n under a 1915 open·ended trade a,reement. 
amount not included in our est imate> of LDC which provided I (}.yea r credits. In our bookkeep-
arms purchases or deliveries. ing. we assign this and other ncw obligations of 

The I ....... Aid ....... m in 1977 

28. Communist economic aid to Free World LDC, 
in 1977 dropped to its lowcst level ,n almost J 

decade. with only S815 mill ion ,n credit!. e. · 
tended (sce ta bles 6 a nd ). T he ne" comm,t · 
ments fell more tha n 50 pcrcen t from 1976 and 
were 60 percent below the average for the five 
precedini years. The most preCIpitOUS drop was 
in the Soviet procram. as Moscow pledged less 
tban S400 million in aid. its sma llest program 
since 1968. East European countnes ha lved Iheor 
aid offerinlls to SJ26 mill ion "'hile Chi nese 'lid 
rose slightly to S 158 million. 

29. The decline in new comm ltmenL< , hould not be 
.ntcrprctrd as a shift in CommuOIst economic did 
policy. Deliveries. which approached S 1.1 b,lhun 
in 1917. were in line with the record show,ngs of 
1974 and 1916. and larlle new aid offen nils were 
bein, negotiated. Annual fluctuations ID commit· 
ments a rc not necessarily indica tors of long· run 

NAT 0 

funds to the origmal agreement- in this case. the 
1975 accord. A similar all reement sillned with 
Bolivia in 1971> resulted in Bolivian orders for 
S30 mi llion of machinery and equipment for the 
tin indus tr) in 1977. 

31 • 'Ne expect annual aid levels to continue to 
fluctuate widely. as Communist countries in­
creasingly rely on framework agreements to gov­
ern their fina ncial rela tionships with LDCs. 
These agreemenL<. which outline the principles of 
cooperation. often do not specify credit li mits. 
even though they may identify a reas of coopera­
tion a nd in some case.< the actual projects to be 
underta ken . For example. Turkey expects devcl· 
opment credits frum Czec hoolovakia and tbe 

SSR under recent rramework agreements even­
tua lly to top S I billion. The followinll tabulation 
Ii IS Commu ntst · LDC framework agreements 
signed in 1977 for which definite credit val ues 
were not specified. The new agreements often 
include a mixture of supplier-type credits and 
straight commercial a rraniements as part of aid-
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f~~ 

USSR Rllipr1.2 (~,",anl' Hnnll:lfl' "Olund Romania Chl1la 

AI.mnistan 
A.,.o&a 
Burundi 
Ca~ V,.,.dto 
OtSla HIQ 

Eruado< 
EQualonal C um,. .. 
C:u yana 

Ionian 
(u .. "all 

MmamiJHJtl(' 
Sao Totnt' ancl f'nnnPt' 
S.-no 
Turkt't' 

X 

, 

, 
, X 

, 

related packages for implementing LDC develop­
ment prog rams. 

32 . The framewor. agreements give Moscow a 
oroad base for assisting LDC development. while 
reaping the benefits of return flows of raw 
materials. We expect Moscow to use the flexible 
new accords to exploit opportunities for estab­
lishing lone-trem supply relationships for strate­
gic industrial materials. Just as the SovieLS have 
gained important supplies of gas and oil from 
earlier contributions to the development of petro­
leum and gas industries in Iraq. Syria. Afghani­
stan. and Iran . we foresee si milar relationships 
evolving in Soviet aid for bauxite and alum ina 
production and phosphate o ining and processi ng . 

Sov'" Aid: Few New Initiatives 

, 

, 
, 

, , 
X , , 
X 

.\ 
X 

, 

years' repayment a t 2.5-pcrc:nt interest) the 
USSR ha ever offered to New Delhi (see table 
8) . A large pa rt of the credit will be used to 
finance an alumina project. a development aiea 
to wh ich Moscow has been llivinll increasinll 
~mounLS of aid. 

3 4 . llIe USSR also signed its first ..:onomic aid 
aireemem with Jamaica in 1977--3n estimated 
S30 million accord for geolocical prospecting. a 
cement pla nt. and trainin, schools. Its only other 
important offering was a SI8 million credit to 
Tarla ni. for ag riculture and education projects. 
Th is fi rst Soviet credit to Tanzania since 1966 
and its only new development aid to Africa in 
1977 did little to stem criticism of Moscow's 
neilicet of economic development in Ai rica. 

33 . We found few surprises among Moscow's 1977 _ _ Com..-dal Ace ..... h_ .d 
economic aid offerings. Only the S340 million ~O . During 1977 the Soviets redoubled efforts to 
development credit to India- Moscow 's firs t to sell machinery and equipment in the commercial 
India in more than a decade- was of unusual markets of traditional Middle Eastern C\lStom· 
interest. The new assistance was granted in spite ers. Several larlle contracts probably will be 
of the existence of some S460 million in unused executed on a commercial basis: 
credits from previous $oviet-Indian aid paCLS. 
T he aid to India accou nted for 85 percent of total 
Soviet economic a id extensions in 1977. Not only 
is the new a.:rccmcnt Moscow's largest commit · 
ment under the S2.3 billion Soviet aid progra m 
for India begun in February 1955. but also the 
cred its carry the most liberal terms (up to 20 
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• A ccond gas pipeline from Iran to the Soviet 
border. -

• The Mas ul Dam in Iraq to irrillatc 1.6 
million hecta res of la nd and provide 500 
meeawat ts of power. 
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• The 240-MW Darbendikha n power plant in 39 . In contrd~t with the decl ine in e.<tenstons. 
Iraq. Communist economIc aid disbursements e'­

36. The USSR also accelerated work on S I billion 
In Iraqi power and irrigation conrract s Signed In 

1976 and beean studies to expand steel. coa l. a nd 
iron ore production In Ira n under 1976 
aereements. 

ceeded S I billion in I Q77. the highe..t level ever 
except for 197';. when Moscow's $250 million 
worth of wheat shipments to India pushed aid to 
record heights. Almost all of the deliver ies to the 
Thi rd World in 1977 'Nere for development 
projects. 

37. faIn. E.ro",'s $325 million In new , omm ll- 40 . The number of Communist technicia ns posted 
ments in 1977 renected traditIonal ,uncern, WIth to LDCs climbed to 90.000 in 1977 as work 
buildine up markets for industrial and dgricul- accelerated on major development projects (sec 
tural equipment in the Third World dS well as J table 9) . East Europeans were the fastest grow-
new determination to ensure future oil supplte, . ing contingent. as in 1976, and accounted for 
East Germany was responsible for two- thirds of one-half of the growth in their number in 1977. 
Eastern Europe's crediL. to LDCs in 1977 . wllh Most of t he East Europeans continued to be 
Enpt receivine the largest dlioca tion (S9 5 01 11- concentrated in Arab countries, particularly 
lion for rural electrifica tion) . A hanMul of S20 North Africa, where they have larlle cash con-
million credits were distributed dmong Afr ica n trac ts wllh wealthy Oll-producine states for con-
and Latin American countries. mO> tl y to . t im u- struction services. Libya, wbose small unskilled 
late equipment exports. East European countries work force has not been able to contribute 
also are pursuine opportunities for ensur ing long· effectively tn its development efforu, absorbed 
term raw materials supplies through their a id 18.500 of the wt Europeans in 1977. Their 
proeram.; new aereements with the Third World salaries ranged from S9.000 a year for skilled 
have stressed the return now of these strategic laborers to S20.000 for consultants. project man-
eoods. East European countries 3ctivel~ bId on agers, and professors. Up to three-fourths of the 
commercia l development projects in Iran. Iraq . salaries a rc remitted in hard currency . 
and Kuwait in 1977. hoping to obtaIn long- term I I Th C ba . d I . . 

' t ts r '1 1 . CU ' n presence tn eve: opmg countries 
comm. men lor 01 . . I 6 600 ' 1977 h rose to a most . In • more t an one-

38. C/tiwu assistance. dc..igned to further Pc­
king's international polit ical t ics. has never had 
the commercial orientation tha t has become a 
principal characteristic of other Commu nist pro­
grams. Wh ile the sbipment of commodities and 
equipment under credit has stimulated Chinese 
exports to the Third World and nomInal repa~ ­
ments in the form of stra tegic commodi . ies Me 

nowing to China. Peking has never con,idcred 
the proaram as having major com mercial ad\.in­
talles. The Chinese a id program ha, been de­
emphasized in the period of economIc and politi ­
caJ turbulence surrounding Cha irman \'lau\ 
death. Extensions in 1977 of onl y S 160 million -
almost all for agricultural prOICCl> for whICh 
China is noted - rcOccl cont inuln); dumC,llC 
restrai nts. 

NAT 0 

third higher than in 1976. This increase reneeLS 
the innux of economic advisers into Angola a nd 
M07.a mbique for "ta fr positions in economic mln­
i.tries and for JObs as doctors, teacher. and 
const rUCtion workers. In the initial years (1975-
76) of its technical services program. Bavana 
apparently charged only local costs for most of 
its techOlcians (similar to China's arrange­
ments); in 197'. in contrast . Cuba appa rently 
bad begun to dema nd ha rd currency salary pay­
ments for these personnel. While we do not know 
the terms of the agreemenL •. charges for Cuban 
services a re t ill fa r lower tha n those for 
European Commun ists. 

LL2 . The expandi ng Cuban presence in Africa. now 
entering iL~ fourth yea r. ha.s heightened tcns l0n~ 
as Hava na begins to aUa k domestic econom ic 
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problems. In An&ola and Mozambique. where 
lbe populace exists at ba re subsistence levels. 
re cntment a&ainst foreieD personnel has in· 
creased. For their pan. many Cubans rcsenl the 
rieor of lbeir African assienments. and their 
morale reportedly is low. Nonetheless. Fidel 
Castro in December 1977 announced plans 10 

increase technical sUPPOri to Third World 
countries. 

1+ 3 . Soarine costs for So,';et technicians were 
partly responsible for Ihe slow growth ( 15 per· 
Cull) of lhe Soviet technical conlingent in Tnird 
World countries in 1977. Of lbe 22.400 present 
in LDCs. 60 percent were employed al develop­
menl projects in six client Sla tes- Afghanistan. 

program. Cbina sent an additional 3.350 Chinese 
to African development projects. brin&ing their 
10lal number to 21.300. Chinese penonnel in 
sub-Sabaran Africa accounted for 85 percent of 
Peking's entire technical pe~nnel on aMien· 
menl in the Third World and for all of Ihe 
incre:.sc in the Chinese presence in LDCs in 
1977. Chinese project technicians. financed 
under a id agreements. receive pocket money plus 
local subsislence valued al about 5100 a month 
from a host eounlry. Pckinll probably provided 
1.500 medical personnel present in LDCs in 1977 
free of charge. 

Technical Training 

India. Ailleria. Iran. Iraq. and Syria . Charges for 46 . On·site train ing of LDC personnel has been a 
Soviet lechnical services had shot up in 1977 to major feature of the Communist technical servo 
nearly S 1.800 a month in Baniliadesh for power· ices prO&ram. More lhan 600,000 locaLs have 
plant technicians. while in Mozambique Ihey received Irainine al Communisl conslruction 
were as much as $2.500 (in hard currency) . sites in Ihe Third World. accordinll 10 Ibe Soviel 
Typical salaries for Soviet doclors. leachers. and press. In addilion. Ihe USSR and Easlern Eu· 
ot her admi nistral ive personnel employed by rope have buill and equipped 26 hillher and 
Third World countries range up 10 $20.000 specialized schools and 100 lechnical traininil 
a nnually. A few eountrie, slill pay old prices- cenlers Ihat reportedly bave IIra!luated 550.000 
5350 10 5800 per month- under long·term students These traininll efforts have concen· 
agreements. but mOSI have been notified of a traled on major clienl stales in the Middle East 
pending rise in sa la ries. Most countries a lso must and Soulh Asia; only about 25.000 black Afri· 
pay loca l housing a nd transportal ion expenses. cans have received on·the·job lrainine. 
which can double the cost of the services pro- 47 . 
gram. In poorer countries. the USSR still fi. . ' Only 3.200 technical personnel from develop-
nances technical services for projects under long. 109. countnes wen I 10 Commun.st enterpnses for 
lerm credit ag reements. but wealthier stal es are tralOIOg.n 1977 (see table 10). AealO• most of 
paying cash. We estimale Soviet receipls of Ihem came from Ihe M.ddle East and Soulh As.a 
$150.200 million in 1977 for these services. where Ihe~ " ould return 10 work on steci and 

other heavy industrial projects. 
44 . In some case Ihe high cost of lechnician . 

combined wilh their narro" spccia li7.ation. rna) 
have delerred LDC from accepting Soviel proJ· 
ect assistance. Indonesia was reported 10 have 
refused a 5350 mill ion Soviet contracl (with 
favorable repayment term;, for a n alumina plant 
because Moscow demanded hard currency pay· 
ments of 51.ROO a month for lechn icians' 
salaries . 

45 . Third World demand for China's low·cost 
services rema ined high .n 1977. especia lly in sub­
Saharan Africa . Technical assistance continued 
as the most widely praised aspect of China·s a id 

NAT 0 

48 . Cuba entered the lraining field in force during 
· 1977 wilh Ihe initiation of a new vocalional 
training program al the secondary school level 
for students from African countries. At least 
2.000 students from Angola and Mozambique 
arrived al the Isle of Pines in Cuba to participate 
in the program; up 10 20.000 studenls are ex· 
pected. As part of its new program 10 provide 
mass education services to its new allies in 
Africa . early in 1978 Cuba sent 700 Cuban 
tcacher trainees 10 Angola to teach at Ihe pri· 
mary and secondary levels 10 fulfill their degree 
requ irements for pract ical field eJiperience . 
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.. , ric Stu4en .. 

49. " V180rou, rccruitin!! effort among the Com· 
,nunist world's African and MIddle Eastern c1; . 
ent states broucht some 8,000 new students to 
Communist academic ,"slItutions In 1977 a nd 
raised the Third World student popu la llon in 
Communist countries to more than ~O,OOO (sec 
table II). Sub-Saharan Africa, which has a lwa), 
dominated the Commun;,<t academic prog ram. 
was represented by ne'drly 18.000 students. com· 
pared with 12,300 Just two yea rs ago. Mosc,," 
spends at least S 125 million annually on its Third 
World academic procram. Most of the students 
arc in the USSR on scholarships, whIch wver 
subsistence, livin, Quarters. tuition. books. and 
round trip tra nsport.tion. 

50. Other Communist procrams are not ' " gen· 
erous. East European count ries appa rentl} 
charge wealthier LOCs up to 56.000 J }car for 
each scholarship, payable in hard currency Few 

NAT 0 

Third World stude nts st udYing in Eastern Eu­
rope (elccpt in Bulga ria ) have compla ined in 
recent years about lhe curriculu_m. their treat­
ment. vr living conditions. Many of the Soviet­
based tra inees can barely get by on the 90 rubles 
a month a llowed by their all-e,pense scholar­
ships. and most complain of poor livin, condi­
tions, discrimina tion. and indoctrination. None­
thele ..... for most it is the ir only opportunity for 
an advanced educa l ion. 

51 . About 53.000 students have returned home 
from European Communist schools over the past 
two decades. Even in Western-oriented countries 
such as Jordan. Communist-t rained personnel 
have found their way into the bureaucracy be­
cause of a drastic shortalle of skilb. The acute 
need for skilled personnel has muted Third 
World criticism of Communist tra ininll. and 
Communist dellree holders Jre encountering less 
d iSCrimination than before in their search for 
employment at home. 

NATO, 
111 0 Brusse l s. 
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COUNTRY SECTIONS 

North Africa 

Sum....., 

In 1977. North Africa benefited from a sul;­
stanti.1 expa nsion of the USSR's milita ry and 
economic program. Moscow', $1 J billion in nc'" 
milita ry agreemen ts consolidated the almo>t 
complete Saviet monopoly over sal~ of modern 
weapons to Algiers and enhanced the SovIet role 
as the chief supplier of arms to Libya . These 
ag reements. along with new pacts wi th Syria . 
give the USSR a position of inOuence wit h the 
"Steadfast ness Front" opposing accommodation 
with Israel: the Front was formed in November 
1977 after EgypLia n President Sadat init ia ted his 
peace dialogue with Israel. 

Moscow charges its 'ooth Africa n military 
clients full list price payable in hard currency 
a nd th us benefits economicaily a well as pol iti ­
ca lly from these programs. Elsewhere in the 
Magbreb_ Morocco gave preliminary approval to 
a phosphate agreement. the largest single SovIet 
deal with a Third World country. and Tunisia 
ag reed to permit limited usc of shipya rd rep.Ir 
facilities by the Soviet Mediterranean squadron. 

Algeria inked new milita ry supply cont racts 
wort h S800 million . a lmost doubling its commit­
men t to buy So" iet arms a nd movi ng it fUrlher 
towa rd its goal of military dominance in the 
a rea . Unlike Libya . Algeria posses es sufficient 
tra ined ma npower to integrate sophtsticated So­
viet eq uipme nt int.o existi_ng units and to create 
new un its. Moscow 's I.rge-scale military supply 
program also provides Algeria wi th important 
poli tical / psychologica l a nd strategic support 
against a Morocca n arms buildup. which has 
been touched off by esca lating tensions over tbe 
Western Soha ra. 

A new S;OO mill ion agreement poshed Libya 's 
cumulative arms purchases from the USSR to 
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$2.4 billion. The supply of arms is the cement 
binding Soviet- Libyan relations. The Libyan ar­
senal of Soviet wcapons. mostly del ivered since 
1974. gives Qadhafi the means of contributlOg to 
the Ara b confrontation with I rad and partly 
compens.,,,:. for hi. iw lation fro m most other 
Arab S tutes. Li bya's own "rmed ~ rees remai n 
cun. trai ned b) a , hortagc of kills: va_t quant i­
lies of their ra pIdly &ro"IO" stock of arms re­
ma IO in storage. from which the) can be readily 
withdrawn to rC'upply other Arab forces in the 
event of reopened fight inll with Israel. In the 
meantime, Libya has transferred weapons to 
other Soviet clients in the area. such as the 
Ethiopians and the Palestinian . 

Morocco and Tunisia . lon& known for their 
almost cxclusivc Western orientation . negotia ted 
unprecedented agreements with tbe USSR dur­
ing the yea r. In December. Rabat and Moscow 
reached prelimina ry agreement on a Soviet pro­
posal to provide S2 billion in credits to de"e!op 
the Meskala phospha te deposits. Combined trade 
and credit transactions under tbe 30-year a&ree­
ment could eventually reach S 10 billion. Tunisia 
accepted a So"iet offer of hi&h fees. paya ble in 
hard currene} . to use the Menzel Bourguiba 
sh ipya rd faciiillcs at Dizerte for the refi lling of 
ships of the Soviet Mediterranean squadron. The 
arra ngement makes good economic sense for 
TU Olsia a nd raises the operational capability of 
the USSR 's Mediterranean neet, which lost the 
usc of the port facilities at Alexandria in 1976. 

Alg«io 

Political and loaistical support for Soviet and 
Cuban operations in Africa. combined with op­
position to Egyptian peace initiatives in the 
Midd le East. has assured Alleria a preferred 
,tat us amoilg Mosco" 's arms clients. An SSOO 
mill ion sale of late-model equipment in 1977 
pushed Soviet military sales to Algeria above the 
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5\.6 billion mark. The new accord. together with 
a 5500 million commitment in 1975. accounts for 
80 percent of all Soviet arms sales to Algeria a nd 
lives the USSR a 51 billion edge over Free 
World military suppliers to Aleeria . Soviet 
equipment ordered in · 1975-77 will e.'pand and 
further modernize Aleerias military forces. It 
also will serve as the basis for reorganizing 
Aleerian ground forces into mobile units beUer 
suited for desert warfare. A laree increase in the 
600 Soviet military technicians prescnt in 1977 is 
expected for training Allerian personnel in the 
operation and maintenance of the new equip­
ment. We also eopeet a sizable contineent of 
Aleerians to 10 to the USSR for Irainine. 

-Moscow delivered more than S200 mill ion in 
arms to Alleria in 1977 under the 1975 agree­
ment. an impressive array of advanced equip­
ment that included Allerias first MIG-1J jet 
filhters. OSA patrol boats. large numbers of 
tanks. armored vehicles. and self-propelled guns. 

Some of the less sophisticated Soviet equip­
ment from Aleerian inventories is finding its way 
to Polisario insurgent forces opposing the 
Moroccan/MauritaDlan annexation of the West­
ern Sabara. Moscow bas not publicly endorsed 
Aleenan support of tbe insureents. although 
rumors sUllest tbat Soviet and East German 
civilian tecbnicians arc seuine up a helicopter 
base at Tindouf. on tbe Western Saharan border . 
to serve Poli ... rio forces . 

RC4CiC ..... 19 the Economic Rekrriomhip 

Closer military ties bave helped to revitalize 
Soviet-Aleerian economic relations. Negotiations 
began in earnest in 1977 on several major proj­
ects under tbe 1976 framework accord. Included 
arc a second steel plant to process iron ore from 
Gara Djibilet in western Aleeria. petroleum reo 
fineries. a beavy machine buildine complex. and 
a dam and irrieation project. Meanwhi le. design 
work procccdcd on the M·sila aluminum plant 
and associated facilities. includine a rai lroad a nd 
a 6()(}.MW power plant tbat will increase AI­
lerian power output by one-tbird. Soviet techni­
cians completed a rolling mill at the Soviet-built 
Annaba steel mill in 1977 as part of a program to 
raise output at tbe plant to ~ million tons. 
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Communist technicia ns mainta ined the exten· 
sive professional and technical support tbat they 
have provided since the departure of the Frencb 
in the early 1960s. The Soviet contineent of 
2.650 personnel included a t least 800 teacbers. 
400 medical personnel. and 400 gcoloeists. Simi­
larly. among tbe 3.550 East Europeans. an esti­
mated 750 were teachers; 800. medical special­
ists; and 400 .. gcoloeists. In April 1977. tbe new 
Algerian hydraulics minister sacked a number of 
Bulgarian. Hungarian. and Soviet technicians on 
his staff for incompetence. 

The Libyan-Soviet rela tion.. hip rests almost 
solely on arms supply. In ' 977 . Tripoli 's total 
orders had grown to 52.4 billion from S35 million 
in 1970. The Libyan arsen" of Soviet weapons. 
mostly delivered since 1974. has ended Tripoli's 
isolation from other Araob confrontation states 
and to some extent has enabled Libya to recap­
lUre the innuence it enjoyed before the ! 973 war. 
Libya n inventories can be a nd are beine used to 
augment other pm·Soviet forces in the <c&ion; 
Libya already has transferred weapons to Soviet 
c1ienL' such as Ethiopia and the Palestinians. 

Moscow values the relationship with Libya not 
on ly for the large bard currency receipts but also 
for the opposition generated against a bilateral 
Egyptian-Israeli seulement. 

In 1977 Libya placed S500 million in new 
orders for fighters . helicopters. and ground 
equipment. Meanwhile. shipments poured into 
Libyan ports and airfields under the SI.8 billion 
1974 agreement. By yearend. !otal Soviet deliv­
eries to Libya stood at S 1.7 billion. New aequisi­
tions included Libya's first SU-22 fighter / 
bombers. additional OSA-II missile patrol boats. 
and Scud surf~ce-t<rsurface missiles. 

The Soviets have expeditiously provided 
Tripoli with a modern military establishment. At 
the same time. they hav~ created enormous 
maintenance and training problems for Libya·s 
armed forces. Still Colonel Qadhafi bas been 
reluctant to expand the number of Soviet techni­
cians beyond the 800 present in 1977 despite the 
deterioration of some equipment for lack of 

SEC RET 

- 2-

 D
E

C
L

A
S

S
IF

IE
D

 -
 P

U
B

L
IC

L
Y

 D
IS

C
L

O
S

E
D

 -
 P

D
N

(2
01

2)
00

03
 -

 D
É

C
L

A
S

S
IF

IÉ
 -

 M
IS

E
 E

N
 L

E
C

T
U

R
E

 P
U

B
L

IQ
U

E



NAT 0 

maintenance under tough dC>en condi tions. In ­
stead. Libya is turni ng to Cuba for milit ary 
training and mai nl enance personnel. 

MaUUiilCh_ 

Outside of France, Ihe People's Republic of 
China has become the most influential non-Ar2b 
r-Ountry in Ma urita nia. being toe most important 
recent source of economic aid. C hinese prestige 
stems as much from Peking's oslensible political 
neutrality in the Saharan dispute as from partici­
pation in Mauritanian development. Work in 
1978 will begin on the ambitious dCCJ>-waler port 
al Nouakchott despite Peking's reservat ions over 
its lack of construction experience on Africa ' 
Atlantic coast. The project. which may bring as 
many as 3.000 C hinese lechnicians into the 
country. will more than double Mauritanias 
cargo-handling caracity. 

Soviel-Mauritanian relations remained cool in 
1977 because Mauritania i convinced that tbe 
USS R supports Algerian and Poiisario military 
activity in Lbe Sahara . Soviet small arms. ammu· 
nition. and cTew~served wcapon4; continue to lurn 
up JO the Polisario a rsenal . Mauritanian suspi­
cions extend to Cuba and I orth Korea. a nd in 
May 1977 Maurita nia broke relat ions with 
North Korea over Ihe Sahara Question. 

-... 
The USSR has maintained cord ial rela lions 

with Rabat while priva tely supporting Algeria in 
Ihe dispute with Morocco over the Weslern 
Sahara . Despite the brief standdown in relations 
in 1976 over Soviet military del iveries 1.0 Algeria. 
a t yearend Morocco and the SSR were on the 
verge of sig n JOg a 30-yca r agreement. wh ich is 
expected to provide up to S2 bill ion in credits for 
developing the Meskala phosphate deposits in 
souLbern Morocco. ' Ancillary facilit ies to be 
constructed over a IO-ycar period include a 
railroad. a network of rO'dds. and port. storage. 
a nd mining facil ities. The credit - Moscow's 
la rgesl 10 a LDC development projecl--is .a id 10 

be repayable over 16 yea rs after a four-ycar 
grace period. at 2.5-percent interest: these are 

I Th.e •• rc:emau was Sllncd In March 1978 
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unu.sua ll y liberal terms for Soviet aid. Accord iJtg 
10 Morocco. combined Irade and credit transac­
tions under the ag reement will tOlal $1 0 bill ion 
by the end of the century. propelling Morocco 
into firsl place among Moscow's African trading 
pa rtners. 

·Most of Lbe 10-million-ton a nnual output from 
Meskal. wi ll be exported to the USSR as repa)­
menl for lhe construction loan or will be bartered 
for other Soviet goods. Until Meskala comes 
onstream. the USSR will import phosphate rock 
from other mines in Morocco. Moscow. i'lSelf a 
major phosp hate producer. has not previously 
imported phosphate . 

Over the past 12 years_ the Soviet commitment 
to Moroccan development had been less than 
S IOO million. One·ha lf of the aid has been 
d isbursed. mostly for power projects. wh ich ac­
cou nt for about 20 percent of Morocco' installed 
power capacity . The USSR continued as a prin­
cipal source of Moroccan oil in 1977. wilh a 
contract to deliver 14.000 bI d of petroleum in 
return for CitrUS fruit. 

The SSR delivered only negl igible amounts 
of mi lita ry equipment to Raba t in 1977 on the 
order still outsland ing on 1974- 5 contracts for 
ground forces equipment. OSA·\I-cla patrol 
boats. and missiles. Ra bat's apparent concern 
over slow spare parts deliveries and past main· 
tena nce and :raining problems have inhibited 
Morocco's mililary from shifting too bea,';I) 
from traditiona l Wcslern suppliers. 

T he number of East European professional 
personnel in Morocco was expanded further in 
1977. and Eastern Europe's eommetcial con­
struction ervices cont inued to grow. The number 
of nonm ilitary tech nicians rose to 1.500 in 1977 
from 1,000 in 1976. Romar.ian. led . with 750 
em ployed as tcachers and construction workers 
on a new port a t Nador. the future site of a sled 
complex . Abou l 500 Bulgarian. worked in agri­
culture and education. 

Tuniu. 

T unisia succu mbed to a Soviel offer of high 
fees. payable in hard currency. to usc shipyard 
fa cili lies a t Menzel Bourguiba for Ihe Soviet 
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Mediterranean SQuadron. The a rrangement 
makes good economic sense for T un",a a nd help, 
the Soviet, by partly offsellin& t he loss of port 
faciliti es at Ale,andria in 1976. 

Tunisian officials cite economIC con.sl dcrdtlon~ 
as paramount in their decIsion. notIOg high 
Soviet fees offered for routine ma lOtena nce and 
overhaul services and a generous supplement fo r 
major repairs. The new contract will ena ble 
Tunisia to bring dockyard operat ions closer to 
capacity. 

China continues as Tunisia's only Communl~t 
arms supplier; the las t of Cbinas del ivenes (two 
fas t allack patrol boats) under a 1975 accord 
arrived last year. 

Peking added S57 million in credits to the S~O 
million promised in 1972 for a canal and trans· 
portation projects. The new comm itment made 
China the largest current Communist donor and 
accountable for one-fourth of tota l Comm unis t 
economic aid to Tunisia. Moscow's ,Iightl~ 
smaller proeram is longer standing. dnd Sovlel 
credits extended in 1961-67 have b~ no" been 
largely drawn . Survey tea ms began studl'" '" 
1977 on dam construction and expansion lOr • 
Soviet-built technical school. both progrdmcd 
under Moscow's S55 million credits of 19 6. The 
only new East European economic aid 10 19' 
w~s Hungary's 535 million of cred its for agrlcul · 
tura l development. 

Sub-Sa'-_ Africa 

Su"'--' 
Risinll international cnllClSm did not deter 

Moscow from further military adventures 10 sub­
Saha ra n Africa in 1977. The value of ncw 
military allreements soared to SR~ mil lion. 
triple the level of 1975 when the Angolan IOsur­
lIency offered Moscow a unique opport unity to 
expand its military role in Africa . SoVIet a rms 
transfers last year neared 5600 million. almost 
double previous peak deliveries to the regton 

These rccord-scllinll transactions renected a 
major shift in Soviet policy in the Horn of 
Africa. where Moscow a bandoned its former 
preferred client. Somalia . in fa vor of Ethiopia 
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soon a fter Mogadiscio invaded the <>Kaden 
region of Ethiopia in summer 1977 . Soviet agree­
men t to provide S700 million in modern equi~ 
ment to Et hiopia was accompanied by an em­
bargo on shipments of offcnsive weapons to 
Soma lia . Moeadi"'io reacted by abrOilatinll the 
1974 Somalia-Soviet friendship treaty in Novem­
ber. withdr.wing Soviet rigbts to naval and a ir 
facilities . a nd e,pelling some 1.500 Soviet mili­
tary advisers. 

Conserva tive Arab backine notwilhstandinll. 
Somalia was not able to obtain substantial 
a mount, of heavy arms from a lternate SUppliers. 
Unable to replenis h its fast-dwindlinll arsenal 
and outeu~nc:d a nd outmanned more tban 2 to 1 
by the combined Ethiopian-Cuban force. the 
Somali invaders were defeated quickly and 
driven out uf the Ogaden. 

A. in Angola. the unprecedented a rms buildup 
on Ethiopia was dccompanied by the introduction 
of si7.a ble numbers of Soviet-sponsored Cuban 
mili ta ry personnel. The I.()()().plus Cubans have 
... crvcd as combat troops. maintenance techni-

la ns. and instructors on the new equipment . The 
bui ldup of the C uban conllngent in Ethiopia was 
part of a near-doubl ing of Cuban military per­
son nel in sub-Saharan Africa to 21 .300 troops in 
I ~ countries. Most ot her C uban a rriva ls in 1977 
went to Angola to help the revolutionary eov.,n­
mcnt comba t increasing challenges from the 
rebel "at ional Union for the Total Independence 
or Angola ( N ITA ); rebel forces continue ~ 
cra ting in ou tl yine areas. Cubans have also 
been movi ng into ciVilian JObs in increasine: 
numbers. In 1977 almost 6.000 C uban nonmili­
tar~ tecbnicians were present in black Africa. 
performing jcbs as doctors. teachers. and con­
,t ruc tion worker>. l a rgcl ~ In Angola . 

In spite of publ ic outny again't Soviet-C uban 
In terference. M oscow contll1ued to channel arms 
a nd advisers to southern Africa's guerrilla 
groups. operat ing aga inst Rhodesia and Nami­
bia . The availabili ty of Soviet a rms has resulted 
in a n intensification of guerrilla activity a llainst 
whil e stronebold. and has helped to strengthen 
the radica l black nat iona lis t." a bility to resist 
negotia ted ""ltlements. A, the USSR has re-
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newed and deepened its commitment to black 
liberation movements and to the established gov­
ernments backinll the movements. it has become 
the major source of weapons for the principal 
frontline states (Angola, Moza mbique. Zambia. 
and Ta nzania) . Tanzania. a major supporter of 
the guerrilla groups. signed a large military pact 
with Moscow in 1977. and Soviet comm itments 
to ot her frontline sta tes also escalated. 

The value to Moscow of its stat us as black 
Africa's major mil ita ry supplier was somewhat 
eroded by setbacks in several former client 
states. In Somalia. the loss of extensive naval a nd 
air facilities hampered Soviet naval capabilities 
in the Red Sea a nd Indian Ocean. Guinea, 
increasinilly concerned over Soviet and Cuban 
incitement of local conOicts, banned Soviet use of 
Conakry ai rfield for looll-ranlle reconnaissance 
ai rcraft and turned down a Soviet request to 
expand use of Guinean naval facilities. Sudan 
renounced its Soviet military ties and joined 
conservative Arab states in calling for an end to 
Soviet military intervention in the Red Sea area . 

Many African countries. favoring African 
solut ions to the continent 's problems, are un­
happy with Moscow's military presence and have 
demanded that the USSR focus on the region's 
economic problems. Moscow nonetheless has 
shown no inclination to cha nge its comparative 
ind ifferonce to sub-Saharan Afriea 's economic 
affairs. In 1977. it extended only S21 million in 
new ecooomic aid, almost all to Tanzania. Ex­
cept fo~ tecbnical assistance. Soviet economic 
programs on the continent have 'always been 
aimed primarily at North Africa . Sub-Saharan 
sta tes have received less than 10 percent of 
Moscow's S 13 billion in worldwide economic 
commitments over the last 23 years. The number 
of Soviet technical people in black Africa grew 
by more than 25 percent in 1977 to 4,400, 
employed mostly in adminis tration. education, 
and public heal th . 

In 1977, Chinese aid extensions to sub­
Saharan Africa fell to an eight-year low of about 
S4~ million, with Libena and Cape Verde sign­
ing their fin" economic agreements with Pekin~ . 
Pekinll's cumulative S2 .2 billion of economic aid 
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commitments to sub-Saharan Africa has made 
Peking the most effective international donor to 
the poorer African countries. The recent decline 
in new agreements with African states probably 
stems from economic constraints witrjn China 
rather than from an alteration in Pekin2's 
African policy . . ...... 

The May cou.p a !tempt allainst the rulinll 
Popular Movement for the Liberation of Anllola 
( MPLA) demonstrated Anllola's continuinll need 
for Commun ist militaT} services. Even so, techni­
cal suppon remains the bulwark of the Commu­
nist commitment to Anllola. The Communist 
presence in Aneola is especially resented by the 
population because of the economic hardships 
being experienced by the local people. 

Moscow's sharply reduced arms commitments 
(S I 0 million compared with S285 million in 
1976) were only partially offset by increased 
East Eu ropean pledges. 

The S185 milli.on in equipment delivered in 
1977 included a larlle assortment of trucks and 
vehicles from Eastern Eu.rope. transport 3,rcraft 
from the USS R and Cuba. tanks from Cuba. and 
two patrol boa ts and a landing ship from the 
Soviets. 

Cubans conti nued to outnumber other Com­
munist mil itary personnel in Anllola. Havana 
nearly douoled its presence. witb an additional 
9.000 to 10.000 troops dispatche<! to figbt with 
MPLA troops allainst UNITA Ilucrrillas. The 
nu nl ber of Soviet and East European advisers 
and technicians rose abcut 10 percent to 540. 

The ECon<WnK ~e 

Communist personnel bave taken over some of 
the administrative and professional roles of the 
400.000 10 500.000 Portuguese expelled at inde­
pendence, a nd in 1977 some 4,700 Communist 
technicians, mostly Cubans, were tryin. to prop 
up Luandas faiterinll economy. 

Soviet a1vi en. numberinjt about 200, are 
present in every government ministry and are 
described as in virtual control of the police. 
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ra ilroads. aviation. and fi shIng. The ~.OOO 
Cubans have even more innuencc a l Ihe operat· 
ine level. They ma naee Aneola 's foreign orade 
and international bankine. and C uban doclors. 
teachers. and construction workers a re promi· 
nent throuehout Aneola. Havana accepled 1.000 
Angolan secondary students for trai ning in Cuba 
last year. 

Despite infiltration of Communist personnel 
into almost every phase of Aneolas economIc 
life. the Communists have not been able 10 

conta in the rapid deterioration of Angola's econ· 
omy. Many shops in Lua nda rema in closed. and 
bread and meat arc scarce. Petroleum. minera I. 
and airicultural production have reached 10-
year lows because of nationalizalion measures 
and shortales of skilled and management per· 
sonnel. The required payment of Ie hnician.;· 
salaries in foreien exchanee made seriou.< Inroads 
into Luanda's depleted reserves. To su.< tain da y· 
to-day operation of the economy. Angola needs a 
minimum of 30.000 foreiln technicians. most of 
whom arc expected to come from Commu nIs t 
countries. 

A series of new Communist technica l ::LSIS~ 
lance agreements will raise further Ihe level " f 
Communist technica l services: 

• Cuba is expected to increase Its economic 
cont ingent to more than 5.000 under d "0-
vember 1977 agr..,ment. 

• Buleana agreed to send 500 additiona l agn· 
cultura l specialists. one· half of whom had 
a rrived by the end of 1977. 

• Huneary agreed to provide technical a,so . 
tance for devc\cping pharmaceutic-Jls and 
other industries. 

• Romania and Poland signed general agree· 
ments deal ing wi th agriculture. ondustr~. 
and ecology. a ll ca ll ing for a further onnu< 
of personnel. 

Late in 1977. the USSR a nd Angola agreed to 
form a joint committee to adm inISter Sovlel 
activities in Aneola . The USS R will proVIde 
boats and crews for J Joint navigation company 
and also will allocate a part of iL< 510 mol l ion 
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credit of 1976 for three of ' even oraining schools 
to be sct up under a 1977 contract. Soviet 
trawlers have already begun flShinll Anllolan 
waters under a March 1977 agreement that eave 
t he USSR fishing righL< in exchanee for trawl­
ers. fishing equipment. technical assistance. and 
fis h for Angola n consumption. 

fttoiopia 

Eth,opIa", sudden shi ft from Weslern to Com· 
mun i t milita ry supplies fate in 1976 touched off 
" ma .. ive Soviet·led arms buildup. unprece· 
denI ed in sub-Sa hara n Africa . We estimate that 
Ethiopia received a t least 5300 million in weap­
ons and associa ted equipment from the USSR in 
1977. against i dentifi~-d 1976-77 commitments of 
al Ie-J5t 5800 million. Ethiopia a lso has received 
more Ihan 540 million in weapons and equipment 
from a GOlen other cou ntr ies - mostly East Euro­
pean - , ince early 1977 . By comparison. du ri ne 
the previous two decades. US and other Western 
mi litary eq uipment del iveries to Ethiopia had 
a mounted to onl y 5265 million. 

MiIi,,,,"y Aid E5Colotes 

The 5700 mIllion of new military agreements 
with Et hIopia in 1977 was more th.n double any 
prevIOUs Soviet commitment to a sufrSaharan 
Africa n count ry. Moscow. whIch had Judged 
Eth ,,,pia a greater stralegic prize well before the 
I\ ovember 1977 break with Somalia. welcomed 
the opport uni:y to demonstrate solidarity with 
Mengistu 's Marxist·Leninist regime. Shipments 
of small a rm.< and ammunition in February 1977 
ma rked the beginning of Communist a rms shi(>­
mcnts to Eth iopia . 

Following Somalia ', July invasion of the 
Ogaden region of Eth iopia . the Soviets mounted 
a large ca· a nd airl ift of modern weapons. 
Including MIG·lI Jet fig hter<. SA· 7 mis.'i les. 
armored pcrsotlnel carriers. antia ircraft e uns. 
ta nks. a nd a n OSA·c1d s missile boat- a show of 
unprecedented support to a alack African state 
under siege. A September contrac t reportedly 
called for the shipment of a squadron of Soviet 
M IG -23 Jet fillh ters. marking the first comm it· 
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ment of this high-performance aircraft to a sub­
Sahara n sta te. Financing of the massive Soviet 
arms package is to be spread over the next 
decade, with Libya reportedly underwriting at 
least one-third of the transfers. 

The Soviets, who had no illusions a bout Ethi­
opian competence, conceived of their taSk as a 
mili tary supply opera tion that would quickly 
convert the US-equipped and trained Eth iopian 
Army to Soviet mili ta ry doctrine and the use of 
modern Soviet weapons. As in Angola. Cuba, 
acting in concert with Moscow, provided thou­
sands of combat-support troops and technicians 
to man and service modern Soviet-supplied arms. 
The number of Cubans in Ethiopia reached 
1.000 and was conti nu ing to climb at yearend . 

The Eeonomy Wea kened 

Ethiopia 's mili tary expenditures have further 
weakened the already ailing economy, 2.nd 
clamage to facilit ies in outlying battle areas 
(estima ted a t S500 million) have added to the 
strains. Addis Ababas appeals to Commun ist 
countries for additional economic assistance pro­
duced few results. Moscow made no new eco­
nomic commitments in 1977, al though it allowed 
Ethiopia to draw on a longstanding S I ()() million 
credit line for petroleum and agricultura l devel­
opment. Capacity a t the Soviet-buill Assa b refin ­
ery wi ll be increased by 7S percent under the 
progra m, and Moscow will construct a pipeline 
and oil storage depots and will develop an I rrig~­
tion system in the Awash River area in eastern 
Ethiopia. A $20 million East German loan- to 
upgrade Ethiopia's primitive road transport and 
port facili ties- was Ethiopia's only new aid from 
a Communist cou ntry Ethiopia n fu nd-raising 
lOurs 1.0 other East European countries were less 
successful , allhough a few small contracts for 
vehicles may have been signed. 

C hina in 1977 mainta ined the largest active 
a id program in Ethiopia. Still operating under 
the 5100 million line of credit of 1971. China 
continued work on the Waldiya-Woreta road and 
small electrificat ion projects. Peking also signed 
agreements to construct a stadium and textile. 
porcelai n. and cement plants. 
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MacIas-or 

Western countries and institutions continue to 
dominate trade and aid in Maciatascar despite 
del ibera te government policy to loosen pol itica l 
ties with the West. Madagascar's encouragemen t 
of Communist ties in the past few years has 
resulted in a highly visible and publicized Com­
munist infl lU and Western withdrawal from this 
small Indian Ocean country. Wbile President 
Ratsiraka has clearly displayed an ideological 
preference for the socialist camp, be bas no 
desire to isolate his country irom Western ec0-

nomic support and remains wary of Russian 
pressure for Soviet naval facilities at Diqo 
Sua rez. 

The S 13 mill ion in Soviet economic credits, 
extended under a 1 97~ agreement for a flour 
mill. power and irrigation projcciS, and possibly a 
cement plant , a re overshadowed by China's S90 
mi llion in economic commilme-nts. Work is ex­
pected to begin soon on China's lariest project, 
an all-weather road between Antananarivo and 
the port of Tamatave. China completed an ai ri · 
cut ural machinery plan: at Tulear in 1977. 
Peking also began work at a match factory and 
an experimenta l fa rm and conducted studies for 

. sma ll hydroelectric plants and a pbarmaceutical 
plant now in the planning stage. 

Mali 

Mali's cont inued will ingness to provide the 
USS R with facili ties for its ventures in soutbern 
Africa warmed Soviet-Malian relations. At mid­
yea r, Moscow pledged MIG-2I s and MIG-11s, 
to a ugment Bamako's MIG inventory. The 
USSR also is lenalhening Malian runways, pos­
sibly to accommodate s.,viet loni-ranie ai rcraft. 
Still working off 1974-76 commitments, the 
USS R delivered $30 mill ion worth of equ ipment 
in 1977- a ncw billh-with shipments of jet 
fi gb ter3, armored personnel carriers and other 
armored vehicles, tanks, vehicles, and ammuni­
tion. Soviet advisers accom~nied the new equip­
ment_ increasinll the total to 110. 

C hina's $75 million economic assistance pro­
gram. alt hough not as spectacular as Moscow's 
military support , has won the admiration of local 
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officials because of the effectiveness of C hlncoe 
technicians. With less than SIO mI llion In as­
sistance remainin, to be drawn on old agree­
ments. China will be windina down its aid effort 
in Mali unless major new projects are a nnounced 
soon. .... " .. , .. 

Early in 1977. Mozambique's rul ing party 
passed a series of economic and political resolu­
tions desianed to transform Mozambique into a 
Marxist-leninist state and signed long-term 
friendship aarcements witb the USSR and Cuba . 
The revolutionary ,overnment"s ties wit h the 
Second World sprin, from a decade of Commu­
nist political and financial support of :I>1 07.a m­
bique's struule for independence from Portugal. 
Since independence in 1975. the Communist 
presence has increased steadily. 

Scmet Military "'-_ 

Mozambique. which relies on Communist 
countries for its arms. drew S30 million of ml li· 
ta ry equipment last year. mostly from 197 ~ - 76 
Soviet commitments. The supplies were provided 
in response to President Samora :I>1achel's call 
for aid to defend his nation a,ai nst Rhodcsla n 
cross-border operations. Soviet del iverlCs in­

cluded medium tanks. a rmored vehIcles. person­
nel ca r6ers. a rtillery pieces. ant iaircraft guns. 
and rocket launchers- some of which were con· 
sill ned to Rhodesian euerrillas. AdditIona l 
ground forces equipment and sma ll a rms arrived 
from Eastern Europe. 

We estimate tha t 230 Soviel a nd 50 Cuban 
milita ry personnel were in Mozambique in 19 
to implement a Soviet allreement for t raining In 

antiaircrafl weapons a nd tanks. a nd thei r num­
ber continued to climb early in 1978 . 

The Economic Pr_e 

M07.a mbique·s economic ties wil h Commun"t 
countries have developed at a slower pace than 
military ties_ Efforts 10 induce ,ovemment agen­
cies to buy Communist eoads have failed becau. e 
price. financing. service. quality. and delivery 
times are ;css favorable than those of traditional 
European suppliers. Few financial benefi ts have 
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nOWL-d to M(T/~lmbique from Its S90 million in 
Com munist economic aid agreements. a nd Ma­
puto is payin& cash for most Communist tecbni­
cal servIces. These services. lar&ely in adminis­
tra tive a nd professiona l jobs vacated by tbe 
Port uguese. constitute the stron&est bonds in the 
economic sphere. Nea rly 1.000 Communist eco­
nomic personnel were in Mozambique in 1977. 
led by 400 C ubans who arrived under an a&ree­
ment signed by Fidel Castro durinl a visit in 
March . 

The only ongoing Communist project is a 
fi shing neet operation out of Beira a nd Ma puto. 
run by tbe Soviets a nd C ubans. In return for 
fishing rigbts. the USSR has delivered some low­
q ua lity fish to Moza mbique. an arran&ement 
t hat Ma puto has protes ted. In December the 
USSR turned uver plans for five t raining schools 
to accommodate 3.000 studen ts in agriculture. 
,"dustry. and teacher training and offered to 
help develop. with Bulgaria n assistance. 300.000 
hectares of agricultura l land in the limpopo 
Va lley . The project would be the first major 
Europea n Communist aid undcrtakin& for 
Mozambica n development. 

C hina . una ble to con tribute appreciably to 
M07.ambique's military requirements. has 
ma tched Soviet economic commitments with a 
555 million line of credit extended in 1975 a nd 
reached agreement to build a textile plant in 
Cabo Delgado Province with the credits. 

Niprio 

C ommunisl coun tnes. str ivi ng to participate in 
Igeria 's ambitious economIc and mil itary de-

velopment pla ns. were successful in obtaining 
severa l large development contracts in 1977. 
Most were cash deals. althoullh some of tbe 
contracts .,., ith East European countries may 
have allowed <Ira win" on tbe nearly S40 mill ion 
crediL< outstanding from earlier a&rcements. 

The most impor:anl Communist economic ven­
ture in Ni&eria- the much-discussed Ajaokuta 
steel mill project- got undcr way late in the 
yea r. First-s tage production is scheduled for 
198 1. witb full commissionin& in 1984. The value 
and terms of Soviet participation in the project 
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have never been announced . Soviet technicia ns 
also arrived in igcria to sta rt work on 900 
kilometers of petroleum pipeli nes under a sin 
million commercial contract signed las t lear. 
Completion is set for late 1918. 

East European countries also bId on nc" con­
tracts and undertook work on some already 
awarded: 

• Roman ia initia ted conWUClJon of a SJ5 
million wood-processin~ [llan!. 

• Huneary began delivcri." of ho pnal equip­
ment under a S22 mllhon COntrdC!. 

• Poland . with the most nten.<ive busmess 
intercsts in N igeria (three Joi nt companies_ 
which trade in complete plants_ electrica l 
equipment. pharmaceuticals. and fishing in 
dustry products) won contracts for power 
equipment to develop co .. !! mines. 

• C1Cchoslovakia offered CtlUlpmcn! for wa ter 
resources development , .! cement rlant. and 
a brewery. 

Somalia 

The expulsion of Soviet ad,·i«rs in November 
and tbe abrogation oi the 1974 friendship treat y 
culminated a year of deteriorating Somali-Soviet 
relations. In the face of a Soviet arms buildup in 
EthIopia and the cutoff of militar) ' pare pans 
deliveries to Somalia. Mogad iscio denied the 
Soviets access to n3vd and alf facil ities in 
Somalia . Thesc included (a) Sovict-conSl ructed 
petroleum storage depots. (b) a naval mi sile­
handling facility. (c) a communications facility . 
(d) a drydock at Berbera for use of the Soviet 
Navy. as well as (e) mlht ary ai rfields. manned 
and used by the Soviets for long-ra nge reconnais­
sance nights . 

Military Rolotion, 

Before tbe midyear Soviet embargo on offen­
sive weapons. Somalia took delivery of" bout 550 
million in equipment - including patrol boats. 
medium tanb. armored ca rs. truck>. and umden­
tificd weapons and ammunilmn. Encouraged by 
Arab promises of mili tary and financtal support. 
Mogadiscio cut all milit.ry ties with Moscow in 
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November. and by the end of the you. the SSR 
had evacua ted its 1.500-man military conunge,nt 
and had disma nt led and removed the advanced 
equipment it had erected on Somali soil. 

A number of Soviet military officers previ­
ously attached to Somali defense planning ele­
ments were transferred to Etbiopia, and about 
600 Somali officer trainees were recalled from 
their ' tudies in the USSR. 

'ntil Mo<cow's cou rtship of Ethiupia lal. In 

1976. Somalia ranked as Moscow' largcst a rms 
client in Black Africa a nd the first to conclude a 
fflend,hip P01ct .. ; th the SSR. omali'-~ a rms 
receIpt! from the Soviets in 1964-77 totaled SHO 
milhon . 2.400 of its personnel bad been trained 
in the USSR. and its inventories i~cJuded Soviet 
medi um and light tanb. jet fighte rs. bombers_ 
hel icopters. and advanced air deftn c mi ile 
sy~tems . 

a malia 's long dependence on tbe Soviet 
l"nion for arms and training severely reduced its 
ortions in obtaining replacements of comparable 
weapons from new-found Arab a nd Western 
supporters. Major items such a tanks. bea"Y 
artillery. and ai rcraft were not available. Egypt. 
Iraq . Paki tan. a nd audi Arabia. among otbers. 
responded with ammu nition, sma ll arms, spare 
parts_ and other hIgh-expenditure items_ C hina 
also del ivered >orne military equipment - prob­
ably spares dnd ammunition- but not the beav) 
weapons Somalia needed. These gestures could 
no t sustain Somalia's operauons in the Ogadcn 
against an ad,ersary enjoying full $o\'ie t support. 

h onomi<: Relations 

The rupture in the Somali-Soviet militar) 
suppl~ relationship did not affect lbetr c:<:onomic 
t ie' nearl) so dramalic:.lly. First, the Soviet 
commitment "as small (S I 65 miUion extended 
over a 15-)car period) of which only 60 percent 
bad been drawn. and second. more tban S675 
milliun of Arab loans bas more than compen­
So1ted for the io.s of So"iet economic :lSSlst~nce . 

-amalia had complained about Soviet ass is­
tan~e from the onset of the prOiram in 1961. 
Most recent ly. ~os ow's largest project.. a dam 
a nd power ' ta tion on the Giuba River, bad come 
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under liT< from Somali oflicia l Ucca usc ':on­
struction lailled behind schedule Work on Ihal 
project is now suspended. awaiting assista nce 
from other donors. MOlladi~cio i. also expected 10 

seek Western assistance for developing Its fIs hing 
Industry. whIch the Soviets had dominated since 
1975. when Somalia granted the Sovlel neel 
exclusive lishing rillhts in return for S60 mI llion 
in aid . 

Communist China- always MogadISCIO " fa­
vorite economic aid donor becaust: of IU low ·CO~l. 
eflident proKram-promised to Increa,c ItS eco­
nomic support to Somalia and h l pro\lde ICCO",­
cians for projects a bandoned b) the SO\le!> 
MO'<t of Pekinll 's projects. which have been bUIlt 
under SIJO million in credits ext ended between 
1963 and 1971. were nearina completion In I q 7. 
A 30.000-seat stadi um was opened . ~ nd Ihe 
second section of the 970-k ilomctcr Bclet Le n 
Burao road was compleled. 

Tonaonia 

Tanzanian President yereres staled pref-
erence for nelloliated seUlemenls In southern 
Africa brouKht his Kovernmenl into open pol ill­
cal conOict with the USSR at a lime when 
Tanzania was increasinK its mil itary depcndence 
on Moscow. Despite Nyerer's refusal to ign a 
lonll-term friendship treaty wilh Ihe USS R duro 
ing Soviet President Podgorniy's April vi"t 10 

Dar cs Salaam. Moscow extended abou t S I 00 
million worth of new mililary a id to Tan7.aniJ. 
doubli na: previous Soviet mili tary commitments. 
The new agreement calls for del ivery of med ium 
tanks. lield lluns. surface-Io-air missll..,. radar. 
and other equipment. Soviel provision of an Ji f 
defense system and Ihe lirst del iveries of :l-lIG· 21 
jet lillhters in October 10 replace aging Chinese 
aircraft laid the foundat ion for a modern mi li­
tary ~tablishment in Tanzania . Some of Tanza· 
nla 's military receIpts. prima rily small arms. 
ammunition. and a small but inc reasing number 
of heavy weapons. were channeled 10 Rhodesian 
insurgents. 

China. Tanzania's principal milttar) <uprlt.r 
until Ihe Soviets moved in with offers of modern 
equipment in 1974. has seen it. mlil tar) role 
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' ha rply reduced with the advent of the Soviet 
progra m. 

The USSR provided its first development aid 
to T Jnza nia in I I years. S 18 million for allricul­
lu ral and trai ning facililies. As for the 5'0 
million Soviel credit extended in 1966. S 12 mil­
lio n mil has nOl been drawn . 

Peking remains by far the larllest donor of 
economic aid . Despile recurrinll reports last year 
thaI Ihe PRC intended 10 reduce il5 economic 
program in Tanza nia. the C hinese: cut back their 
prese nce only in ZanLibar. which is ph.sina out 
C hIDese ald. T he C hinese-built Tan-Zam Rail­
road continued to opcrate below capacity be­
ca use of management and scheduJina problems 
Ihat have slowed freight car turnaround in both 
Ta r,/a nia a nd Zambia . , onetheless. the line bas 
helped to case conge lion a t Ihe port of Dar es 
Salad m. 

Zambia 

Lambia. one of the primary host countries for 
Rhodesian guerrilla training a nd base camps. has 
kepI lhe CommunISts at a rm's lenllth and contin­
ues to limi t lhe number of Cuban personnel in 
guerri lla camps. Lusa ka nevertheless bas beaun 
to accept Soviet military assistance on an in· 
creasing scale beca use of mounlinll concerns over 
the defense of Its borders allainst Rhodesian 
In'U"'.lon • .. f SID million agreement in 1977 for 
In fJntry wea pons. vehicles. ammunition. and 
pilol lrai",ng broughl tOla l Soviet arms commit­
ments 10 S25 mill ion. Moscow also speeded 
shIpments of radar. SA-7 rockets. antiaircraft 
guns. and rocket launchers. Some Soviet and 
Yugoslavian del iveries of sma ll arms and ammu­
nition went 10 Rhodesia n guerrillas. 

Aboul 35 Cuba ns a rr ived In 1977 10 Irain 
ins urgents a fl cr Lusaka re lucla ntly allreed 10 

allow C uban advisers 1010 Zambia. President 
Kau nda is expected to approve only a .radual 
Increase in Iheir number. unless Rhodesia 
heighlens tenSIons by further steppinll up its 
cross- border raids. 

C hina reportedly cont ribuled MIG-I9s and 
airfield equipment to Zambia 's Air Force and 
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offered to train pilots. The C hinese action fo l­
lowed a 1971 S4 million accord . thc PRe s only 
other military comm itment to Zambia . China 
remains the major economic aid benefactor 
despite frictions over the return home of Chinese 
technicians from the Tan-Zam Railroad as their 
tours of duty ended . Zambia fears ·· that local 
personnel have not been sufficienUy trd ined to 
take over operation of the ra il road . Still_ Peking 
maintained a 5.500-man work force ,' n a&ricul­
tura! and transportation project' lXing built 
under a S51.5 million credit. 

Ot'- Africen c:.-tries 
Following the coup attempt by &.ill'u exiles 

to overthrow President Mathieu Kerekou in J an­
uary 1977. military aid accords were struck with 
the Soviets and North Korea n,. and the Cubans 
volunteered 20 military adviser:.. Iknin's pur­
chasc of S5 million of Soviet military equipment 
will include military airc rsft. ammunition. and 
support equipment from the Soviets. The new 
contracts bring Soviet military sales to the rad io 
cal Kerekou rqime to S 10 million. The USSR 
also Wldertook ieoloaical surveys under 55 mil­
lion of 1974 credits. The Chinese made progress 
on a stadium and on agricultura l and light 
industrial projects under $44 mill ion of credits. 

~'J dC"dlinllS with Communist coun­
tries have been confined to China . Pek.i.ng del iv­
ered small arms. ammunition. and antiaircraft 
guns under a S I million 1976 grant and igned a 
small contract in 1977 for additional equipment. 
A few Chinese milita ry personnel (the only 
Communist military advisers in the country) 
accompanied the equipment. Botswana had 
turned down Soviet offers and sought arms from 
China a fter Western countries refused to equip 
Botswana's small new defense force. orianized to 
police insureent movements a long its border with 
Rhodesia. Pekine also scnt a team to s!udy 
airicultural projects under a 1976 economic 
aircement for S3 .5 million in assistance. 

The USSR delivered amph ibious rccon­
naissanoe vehicles under a 1976 . ccord wit h 
"",ui. Otherwise. Soviet assistance has been 
limited to payini the sa laries of 30 teachers and 
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doctors assi gned to Burund i. A 520 million 1972 
C hlDese creflit has becn Burundi's only Commu­
nis t development assistance. Construct ion picked 
up on the S9.5 million MUi ere River hydropower 
complex being built under the credit . but work 
la gged on the 9O-kilometer Bujumbura-R utovo 
road because of deiaYed deliveries and Burundi ', 
reluctanee to accept a large Chinese workforee. 
In May 1977. Romania agreed to extend agricul­
tural assis ta ncc- Bu rundi-s fi rst from Eastern 
Europe- a nd established a Joint compa ny 10 
prospc:cl for minerals. 

China enhaneed its close relations with 
C.","OOll by providine SJ2 million in additiona l 
credits to fina nce equipment and build ing mate­
r ials for a hydropowe r CJmplex a nd a cultura l 
center beine construcud under a 1973 a llrcc­
ment . Meanwhile, Cameroon officials reported 
problems sellin!: some of the Chinese goods 
supplied Ca meroon under the development 
agreement for fina ncing loca l costs. Despi te 
Moscow's posit ion 3S Cameroon's number one 
Communist trad in!: pa rtner. Soviet eccnomic 
assistance has been disappoint ing. a nd no work 
is under way. 

Comm unist countries were rel ucta nt to give 
the Ce.,,,,/ ;(fri •• 11 E",p;u (CAE) much aid 
beca use of the eccentric economic policies of the 
newly crowned Emperor Bokassa. who last yea r 
blew his country's foreign exchange reserves on a 
coronat ion ceremony. The USSR previously sold 
mil itary eqUIpment to Ba ngui and has ad i ers 
a ttached to the CAE's M inistry of Defense_ In 
the econom ic sphere the USSR and China have 
largely confined their programs to technical as­
sist a nce in ed uca tion a nd public health. C hina 
has provided a few 3i r icultural personnel and i, 
studying as ista nce to road and bridge construc­
tio n. Under agreemen ts signed in 19 76. Romania 
has establ is hed four Joint companies with the 
CAE- tw() in the timber industry. one in agri­
cultu re, and one in ntining. 

Mosrow', fa ilure to repien ish e Nd', stocks of 
spare parts and ammu ni tion and re~entmen t 
a.ga 1n~t $v" 1 l sup rt fo r LIbyan claim~ to II 

disputed border a rea led C had 's President to 
conSider endinl: the Sovie t miuta ry re lat ionship. 
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Chad also challenlled Moscow's pla ns to inC rca. C 

charllC!: for the 100 doclors. leachers . dnd 0 1 her 
Icchnical service personnel. C hina agrred lO go 
ahead with a S20 million stad ium under ils 
$68 million economic aid commilment 10 Chad. 
Pekinll's prOilram has been low profile a nd free 
of most of the frictions Ihal have characlerized 
the S5 million Soviel effon . 

In Ihe CO.flO, C hinese lechnlcian Insta lled 
the firsl of four generalors al Ihe 55.! mJlhon 
Bouenza Dam and power plant. for whic h Peking 
has provided al leasl one-Ihird of Ihc financi ng . 
In October. Pekinll signed an agreemenl fo r 
expanded cooperation. which may result in aid 
for several lillht industrial plants in the areas 
served by Ihe power plant. AmonR EaSI Euro­
pean counlries. Easl Germany provided 520 mIl­
lion of consumer ll00ds credits and 52 mJlhon in 
cash in 1977. 

While China relains ils role as Eq"atorial 
G"i"".'s principal Commun isl economIc did 
donor (S24 million in credits for road conSlruc­
tion. allriculture, and medical assislance). Cu ba 
and the USSR have become increasingly promi ­
nent. Moscow's chief interesl In Equalorial 
Guinea still lies in keeping facllilles for the 
Soviel fishinll neel. and Moscow COntln uc5 10 

provide military equipment 10 relaln access to 
the pon of Luba . Cubans. accompanYing the 
Soviel equipment to perform tra lDing and ma In­
tenance (unclions. totaled 260 and supple men led 
40 Sovici personnel. 

Gilbo .. one of the smallesl O PEC r roducer>, 
has approached European Communist countr,,:s 
for new sources of financing for Ib Inlernal 
development prollrams. Its am bit IOUS plans 
cannol be realized from petroleum reVenUel 
a lone. and Weslern lenders have <xpre sed con­
cern over Gabon's mounting lia bil ilies. In 197 . 
after a year of nellotialions. Romania offered 
S280 million to finance Ihe Bcl inga-Boouc sec· 
tion of Ihc trans-Gabon ra ilroad in excha nge for 
iron ore. if consummaled. Ihis dea l would be 
Romania 's I.rllesl developmenl credi l 10 • Thlfd 
Wodd counlry. Gabon also resu med negoltatlOnS 
with the USSR. broken off In 1975, on \'Iet 
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asSlslance 10 road construction. rtshiol. and 
Induslrial development. 

GII .... i ... offi cials have become irritated with 
slow progress on agricultural projects under a 
1975 S 17 million Chinese credit. Gambia bas 
pu blicly cmicized the quality of Chinese alficul­
lura l equipmenl. lack of spare pans. and friction 
between C hinese agricullural tcchnicians and 
local fa rmers. la rgely because of laneuallc bar­
ners China also has delayed the start of con-
5lruclion on a slad ium sludied IaSI year. 

Pla ns 10 reinstate an estimaled S60 million in 
expired Soviet credi ts for new projects in G .... 
fa ltered in 1977. and work prOllrcssed slowly on 
prOJeclS reactivated in 1916 (a prefabricated 
housi ng pla nt. a gold refinery. and an atomic 
reaclor). Moscow scnl $ I million worth of food 
a,d ~nd discu.sed sales of I'dJ-8 belicopCers for 
197 delivery. bUI earlier nellotiations for tanks. 
a rt illery. a nd surface- Io-air missiles came to 
naught. or were military discussions in Bul­
gana. Hungary. and Poland fruitful. Only 
Romania siKned new contracts- for cooperation 
in mini nil. oil exploral ion. airiculture, and for­
eslry development. As before. tbe Cbinese: sup­
plied skilled la bor for irrillalion projects and 
experi menta l fa rming and were considcrinll as­
si tance for reesta blishing cottalle industries and 
consl ructing a caustic soda plant. 

G"i"". banned further use of the Conakry 
a lffield by Soviel T U-95 loni-ranlle reeonnais­
sa nce ai rcra ft lasl June and denied the Soviet 
Navy a n e'panded presence in Guinean waters. 
GUlnea 's Presidenl Toure is peeved at Moscow 
for not livlnll up 10 i" commitment to equip. 
Ira in. a nd resupply Guinea's armed forces. These: 
were promIsed as payment for use of Guinean 
(acihties (oil storage. a irfield. and naval) to 
suppon Moscow's growing military involvement 
in southern Africa. Conakry has received less 
I ha n $40 million of the S 1.4 billion in Soviet 
arms Iha t have poured inlo Iropical Africa in lhe 
pasl five yc~", . 

Commu nisl rrogra ms have receded in impor­
la nce in Ihe face of a warminll of Guinean 
relallons with Ihe Wesl a nd Ihe advent of 
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new OPEC commitments. which have bolstered 
Conakry's more moderate international policies. 
Arab countries have extended more than 580 
million in the past four years; projects now under 
study include minine and transportation projects. 

Guinea nonetheless remains Moscow's largest 
economic aid recipient in sub-Saharan Africa. 
Soviet aereement to pay hi&her prices for bauxite 
from the Soviet-developed Kindia mines removed 
a major source of irritation in Conakry's ec0-

nomic relations witb Moscow. A January 1977 
aereemc:nt extended Soviet bauxite exploration 
in several areas. This project and an ocean­
oa:rapby scbool are now the only onlloine Soviet 
projCC1.5 in Guinea. 

Increased Western aid and the rising unpopu­
larity of Soviet advisers have loosened G.iru. ­
Bill .. 's close postindependence ties with Com· 
munist countries. which date from Communist 
military support to the liberation strullllie. A 
pervasive Soviet presence has irritated Guinean 
officials. with charees of Soviet heavy-handed­
ness and arrOilance incre-.lsinll in frequency . 
Guinea has tried to renounce a IO-ycar Soviet 
fisheries accord that calls for rental of five Soviev 
trawlers for a joint Soviet-Guinean fishing com 
pany, Lhe traininll of Guinean nationals. an<1 
construction of fisb-processine facilities. In re­
turn. tbe USSR was e iven access to Guinea's 
rich fishin& waters and harbor facilities. The 
Soviets apparently have not li,'ed up to their side 
of the bareain to provide train ing and infrastruc­
ture assistance. Meanwhile. tbe Soviets are 
blamed for fisb sbortaees in tbe once fully 
stocked Bissau markets. Western countries now 
have been invited to fish Guinean waters al­
thoueb the Soviet allrecment is still in force . 
Despite these frictions. the USSR beean bauxile 
prospeaiftll and construction of diesel power 
plants under a 5 I 0.6 million credit allr.:ement. 
Cbina. the first Communist country 10 offer 
economic aid after Guinea's independence. 
worked quietly on alriculture and itrilaLion 
projects. tryine to restore its political image. 
whicb bad been impaired by support for the 
wrone side in the Aneolan conflict . 

Despite strains in their economic relations. 
Soviet influence in Bissau's armed forces remains 
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Slronl because Soviel deliveries 1(\ Guinea­
Bissau's illiterate Iluerrilla army has created a 
need for extensive mana&ement and tra inin •. 
Cuban tcchnicians. who provide medic..! and 
civil construction services. remain popular in 
Bissau because of their ethnic background. a 
williftllness to mix with the local populace. and 
lower standards of living. 

The Joory Coou,'s gradual opening of relations 
with Communist countries itas affccted mainly 
Romania. The two countries established a joint 
commission in 1977 to sludy Romanian assis­
tance in mining. Ilcology. energy. forestry and 
a&ricuJture. and the petroleum industry. 

usorllo which has sh unned Commun ist con­
tacts that mig ht offend South Africa. was con­
siderin& diplomatic rela llons wilh North Korea 
and Cuba at yearend . Earlier in 19 7. Lesotho 
had sent its first government-sponsored trainees 
to a Communist country--i:illnl students 10 the 
USSR fr eivil air tra ining . 

Uberi.'s commitment to the West and to the 
free enterprise system bas not bc:en a ffected by 
its slowly expanding relations with Communist 
countrics. Monrovia signed an economic aareo­
ment with China in February 19 7- its first 
with a Communist country- at the same time 
tbat it established diplomatic relations with Pe­
king and expelled Republic of Cbina diplomats. 
At least 225 PRC technicians m()\'ed in to re­
place departin& ROC personnel at a sugar plan­
tation and refinery and rice cu.ltivation projects. 
Romania has sUllllcsled joint ventures in fishing. 
forestry. car assembly. iron ore development. and 
petroleum to supplement Lhe joint rubber-proc­
essin& plant opened in 1976. a venlure tbat bas 
been operating at a loss. 

M •• ,iti.s suspended its 1970 fisheries aeree· 
ment witb the USSR in April. Mauritius accused 
the Russians of overfisbine with little compensa­
tion beyond the low-quality fis h supplied loca l 
markets. 

Cbinese rela tions with Mauritius remai ned 
cordial despite tbe small maanitude of project 
aid disbursed under a 1972 SJ5 million credi t 
allreemcnt. In July. a Mauritanian dele&a lion 
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trayeled to Pekin, to complete pla ns for con­
structin, an airport, the lariest project planned 
under the a,rccmenl. 

China reinforced its links with Ni," by sign­
ine protocols under S51 million in credits pr(}­
vided in 1914 for a,ricultural projects, a cement 
·plant, and possibly a stadium in Niamey 

A hi,h point of the year in BIOI,.. •• was the 
openine of a Chiilcse-built SI6 million road from 
.Kiea~ to Rusumo, on tbe Tanzanian border. The 
project, completed seyeral months a head of 
schedule, has won its builders wide respect a nd 
,ratitude. Rwandan officials have peti t ioned the 
Chinese for further project assistance, now that 
most of the 1912 522 million li ne of credit has 
been disbursed. 

A delegation from ."i. T_ ",,11 P,irtCi,., 
visited PelUne in September to d iscuss ChIDese 
aericultural assistance under a la te 1975 ec(}­
nomic a,rcement with the is la nds. No activi ty 
was noted under a similar accord signed wi th the 
USSR in 1976. Cuba deliyered two fi hing vcs­
sels to Sao Tome in 1911, apparentl y a grants. 
and promised aid to education a nd public health . 

Poland completed a fis hina wha rf in S""II,II, 
under a S35 million credit for fisheri es devel­
opment that includes joint fishing opera lions out 
of the port of SI. Louis. Poland is the only 
Communist country eranted fish ine rillht5 wll hin 
Seneea!'s 200-mile zone: a similar Soviet request 
has not been acted on. China. still Daka r s 
Iar,est Communist donor, continued work on 
several a,ricultural projects under a 550 mill ion 
1973 credit. Meanwhile, plans for a S 12 mill ion 
stadium remained stalled because of Senegal's 
refusal to accept Chinese rice to cover local costs. 

The new ,overnment of the S~yclt~lIt1 rie­
elined a Soviet proposal for fisheries assIs tance 
and a joint fishin, venture a nd critic ized the 
unauthorized presence of Soviet t rawler '" its 
maritime zone. 

China has been SinN UOIU'J largest si nile 
aid source since 1971. Fast implementa tion a nd 
the hi,h visibility of Chinese projects under a 
540 million credit have lIenerated 11000 will t(}-
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ward Peking. A 59 million Chinese-built stadium 
nea red completion in 1911: nine of 13 a,ri­
~ultura l stations haye been turned over to Sierra 
Leone: and a suear plantation-refinery was 
opened in ovember. Other projects under way 
include a government office compiel(.. a small 
hydroelect ric power station. and prospectinl for 
iron orc. 

The USS R has come under fire for not fulfill­
Ing the terms of a fishing a,reement siancd in 
1976. whic h calls for construction of harbor 
facil it ies, provision of trawlen, and traininl of 
local fis hermen in return for fishinl rilhls. Sierra 
Leone claims S4 million of annual losses from 
Soviet fishi nll in its territorial waten. 

S".".. now a member of the coalition of 
con orvative Ara b states, expelled all Soviet mili­
ta ry advisers in Mayas a protest apinst Soviet 
backine for Ethiopian- a nd libyan-supported 
dissidents in Sudan. Despite K.hartoum's plans to 
expa nd its sources of military SUpplies, Sudan 
still relies heavily on Soviet spare parts for the 
S85 million worth of equipment it has already 
purchased from Moscow. Some of its needs were 
filled by Peking's S1 million agreement to supply 
spare parts for a rmor and aircraft. The accord 
also included small arms for equipping a 10,000-
ma n infantry force . 

On completion of the 600-kilometer Wad 
~edani - Gedaref road in 1911. Pekinl acceler­
ated activity on agricultural and transportation 
projects a nd promised more assistance to Sudan's 
inlanJ fisheries a nd a text ile plant. The latter aid 
IS beIng fina nced from a S40 million 1911 credit. 

Soviet-Sudanese pol itical differences did not 
inhIbi t Easl European countries from ptuYidinl 
new credits. Iheir first in several yean. East 
Germany extended 529 million in aid and Poland 
S3J million for equipment purchases by the 
Suda nese Electricity and Water Corporation; 
CzcchoslovalUa is to furnish prefabricated houses 
and machi nery a nd equipment for various de­
velopment projects under an old credit; and 
Romania . in a new trade aercement. aIJocated S5 
mill ion of credits for building materials for a 
conference hall a nd textile plant now under way. 
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Moscow delivered antitank missil.:... mall 
arms. and ammunition under the 524 million 
resupply a"reemcnt signed with UgtuUII in 1976. 
The Soviet advisory presence a Iso "rew moder­
atcly to no during the year . 

China a,reed to construct an S8 million sta­
dium in U"fIO J'0I,. and reiterated its commit­
ment to build a 517 million cement plant. both to 
be financed under a 1973 548 million credit. 

Suspicions of Sovict involvement in tbc Shaba 
conflict produced additional strains in ZlIi,r', 
rclations with European Communist countries in 
1977. Kinshasa avoided an outright break with 
the Soviets, altbou,b it suspended diplomatic 
relations with Cuba and East Germany China. 
Zaire's closest Communist ally, airlifted small 
arms. antiaircraft i Uns. and field artillery to 
Zaire's forces during the invasion. Peking also 
continued heavy support to agriculture and 
worked on a sports complex and conference hall 
in Kinshasa under 1973 and 1975 agreements. 
Nonetbelca.s, Kinshasa retreated further from its 
brief flirtation with some of the more radical 
nationalization measures introduced after Presi­
dent Mnbutu·. trip to Cbina in 1974. 

Durine 1977. Communist countries continued 
to pursue their political interests thro'Jgh an 
expansion of commercial ties with East Asia . 
Soviet overtures toward Indonesia . initiated in 
1976, were set back by Indonesia's turndown of 
larae Soviet credits for an alumina plant. East 
European countries made an unprecedented ef­
fort to reverse lbeir proarcssively worsening 
trade balances with the region. 

A 5140 million Czecb~lovak offer to ""'IfI" 
for tbree projects in lhe motor vehicle field was 
the largcst single credit ever offered to Rangoon. 
The credits would carry 2.5-percent interest and 
a llow 13 years for repayment after a three-year 
aracc period. far more liberal terms than those 
usually provided by East European countries. 
CzcdIoslovalria previously bad extended SIS mil­
lion to Burma for buying trucks and erecting a 
tractor usembly plant. while assistance from 
other East European countries and the USSR 
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has totaled 534 mill ion . Chona. the largest donor . 
has some 546 million outstanding on S57 million 
of credits reactivated in 1971. Despite repeated 
rumors of Chinese plans to provide la rae 
amounts of new aid. trips by Burma's Presiden t 
to China apparently produced no new aircc­
mcnts. Ch ina aireed to construct a ricc mill. a 
text ile plant . and a stadium and beiall work on a 
power plant; these projects are heini financed 
under tbe old 1971 agreement. 

Cbina received its first trade mission from Fiji 
in October. as part of its effort to establish closer 
ties with small Pacific island nat ions. 

Moscow's dramatic 1976 S360 million offer to 
ltuiolUsia for buildine a 6OO.000-ton alumina 
plant on Bintan Island apparently was turned 
down in 1977 because of lakarta 's concern that 
there would he an inOux of Large numbers of 
So"ie, tcchmcians and objections to tbe bill! COSt 
of Soviet personnel. Indonesia IS trying to obtain 
funding from Ara b countries. At yearend, :'-los­
cow awaited replies to other offers-two power 
plants and " tin-processini facility. A, the same 
time, Cb ina moved to normalize relations with 
lakarta . As conservative elemenfs in the Indone­
sian military apparent ly muted their opposition 
to the resumption of tics "i th Pekinl/, negotia­
tions beian on the first Chinese-Indonesian trade 
agreement since relations were broken in 1967. 
Negotiation were not completed by yearend. 
however. and resumption of diplomatic relations 
is still a considerable time away. 

Other Commun' t countries tried to reverse 
the decline in tbeir sales to Indonesia. which had 
cut deeply into their usual trade surplu with 
l akarta. Hungary spearheaded the effort with an 
vffer of S 1 00 million wort.h of foundry equipment 
for a 5600 million integrated motor-manufactur­
ini complex. Terms of tbe offer probably were 
more favorable than the five-year cred its ffered 
earlier. Bulgaria expr~sed lmeresl in providing 
eight- to 12-yea r credits for suitable development 
projects. 

Renewed SovIet and East European initiat ives 
to expand tbelr exports to McI-nill were de­
signed to off.et theu 5250 million annual hard 
currency expenditures for natural rubber and tin. 
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Ch ina. on the other hand . continued to run d 

la rge surplus in its trade wi th Mala Ia because 
of consumer !loods e'porls. Kuala Lumpur rc· 
maine<! c ne of C hina's laQlcst ''fhird World ha rd 
currcncy cus tomers despi te t ~e c:oolin~ of rd a· 
t ions over Peking's failure to JQi n Ma la}s,," a nd 
othcr members in the Internat iona l T in Council. 

Severa l East Europea n counlries pos ted com· 
mercial a ttaches 10 Ihe Pllilippines fo r the 
fi rst time in 1977. a nd Czechoslova kia "gned Its 
firs l trade agreemenl wi th Man ila In JanuJr) . 
Manila announced sales of 4-50.000 ton of <ugar 
to C hina a nd 600.000 tons 10 Ihe USSR B. the 
e nd or A ugust. shipments ;u.nder the ( {y.o 
contracts had generaled a surplu. of S 165 mllhon 
in Manilas combined trade wjth the .. two coun· 
Iries. Some of the sugar shipped to eh", prob­
a bly was ba rtered for a portion of the 900.000 
Ions ( 18.000 bi d) of C hinese crude 011 <hipped 10 
the Phil ippines in 1977. Phi lippine officlal< w n· 
li nued to denecl a Soviet proposal fo r a )(Hnt 
fis hing venture a nd bunkerinG faclhlle ior the 

viet fishtng nee\. 

The USSR a nd China .. ~ndcd commerCial 
activity in S;lfgllpo,~ during l~C l ear In dnlHhcr 
mutually beneficial area, ~fa rissco the: JUlnt 

Singaporean·Soviet compan) formed 10 197, 
broke ground fo r a 55 million complC\ to proccs.' 
sea food from the Soviet Oeet for world ma rket> 
The prOject. the largest of it, kIOd 10 f-J <t ·\ "d . 
wi ll be completed in two yea rs. At the ' dme lime. 
the 'oyitt merchant and fishing nect-. arc c:x­
pa ndIOg their .Iready heavy use of S IOgapore 5 

sh ipyard facilities. C hina also promlSed to 'lUdy 
possible use of these fac.lil i« for sh .p repair' 
Nonetheless. Si ngapore remained c I to the 
csta blishment of diplomatic rc la Ions "lIh 
Peking . 

Tltlli/lI"d 'j new military governmen t mu\ ed to 
expand commercial relal ions ~ it h Communist 
countries The Foreign M int,try .mm<d'J td ~ 
approved proposals to SIgn governmcnt·to-gov· 
ernment ag reements with the SSR " nd East 
Eur pean countries. and Thai offic.als offe red 
Peki ng 1.2 mill ion tOns of sugar from ,urplus 
s tocks. 

N AT 0 

latin Am ... ica 

Summary 

In add it ion to .ts general interest in eAploitin& 
Latin A merica as a source of food and raw 
ma teria ls. Moscow has cultivated Peru as a 
major clien t fo r sophist icated arms in the past 
three years. A ca m paig n to sell a wide array of 
mili tary equipment to other Lalin American 
countries (especially Argentina. Brazil. Colom­
bia . Ecuador. Mexico. ruguay. and Venezuela) 
has borne no fruit. the Soviet-Cuban military 
p~ rtnership in Africa ha vi ng crealed new con­
cerns a boul Soviet intentions. Only Colombia has 
Si gned a small cont ract for jeeps. 

Commun ist countries. still tryi n& to brinK their 
t rade wi th Lat in American countries closer to 
ba lance. have offered la rge new credits and 
urged fasler drawdowns on outstandinl credits. 
Moscow bid on several billion dollars in power 
contracts .n Brazil a nd Argentina. with whom 
M oscow ran a combined 5385 million trade 
deficit 10 I 77 It also signed 5200 million in 
contracts under 1975 c redits with Colombia for 
the Alto Si nu hydropower project. the lar&est 
Moscow has yet undertaken in the rc&ion. and a 
SJO mill ion deal wit h Bolivia for mining equip­
men t. The new Colombia n agreement brings 
Soviet power equipment sa les to Latin America 
to nearly 5500 million ,i nce 1970. Eas t European 
countries provided S80 mi llion in new credits. 
mostly to Ihe smaller count r ies in the rc&ion and 
encouraged the use of c redi ts to finance Latin 
American imports . The USSR also has belliun 10 
use 011 s~ l es as a more effective and rapid means 
of reduci ng its deficit. In 1977 these sales re­
d uced the Soviet deficit with Brazil to a lillie less 
than $ 140 million from the $400 million level of 
earlier years. 

All Communist countr ies continue to be ham· 
pered by Latin A merica 's preference for tradi· 
1I0nai Western goods. a nd only 5525 million of 
the S2A billion of Communist credil5 made 
avai lable to Lati n counl ries since 1958 have been 
drawn 
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Sharply increased Comm unist imports of Ar­

eenline erain and meat_ in the facc of staenaling 
exports. threw Communist trade balances with 
Areentina more deeply into the red in 1977. 
China failed to reducc its persistent deficit be­
cause of S 100 million in purchases of agricultu ,".i 
goods and because of its lack of sales potential in 
Areentina. Sov;et and East Eu rope<1n efforts to 
reduce their S400 million deii~its by selling tanks 
and helicopters and expanding sal"" of i~dustrial 
machinery and hydroelectric equipmenl also 
proved fruitless . 

In power development. the major competitive 
area open 10 Moscow, Argentina's conservative 
military lIovernmcnl showed some willingness to 
consider Soviet proposals on planned projects. 
Moscow now is prep-drine bids on (a) the 52 
billion Parana-Medio project. on which Argen· 
tina had excluded Moscow from bidding in 1976: 
(b) a 51 billion project at Corpus; and (c) lhe 
Yacyreta-Apipe hydropower scheme. which also 
will carry a Sl billion price lag. In the meantime. 
the USSR continued work on $1 75 million m 
power contracts already in hand. a nd assembl) 
work proceeded on the first of 12 turbines at 
Saito Grande. 

East European countries continued to push 
sales of machinery and equipment in an effon to 
reduce their trade deficits. The long-delayed 
ratification by Areentina of a number of Com­
munist trade and credit agreements paved the 
way for Romania n and Polish offer> of machin­
ery and equipment for extractive industries. The 
offers were made under the 5100 million lines of 
credit extended by each country In 1974. Hun­
eary also offered 120 port cra nes under a S50 
million 1974 credit. 

Ira .. 

Brazil reta ined its pns;tion as the Commun is t 
countries' number one trading panner in Lat in 
America. The growing one-way character of the 
trade has led to aggressi"e Communist " Ics 
efforts..and to Soviet pressure on Brazil :0 dra w 
existing credits. Fail ure to redress the longstand-
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ing annua l trade imbala n < produced ten,ion 
that could threatcn Brazi !"s future as a n Impor­
ta nt Sovlel and East European source of food 
~nd ra .. · ~aLerials . Brazil, wishing to bold on to 
Its lucratIve Communist markets. cstablish.ed a 
special committee to reduce the trade imba.lance 
WJlh the East. Officials are considcrinll Ih. ex­
emption of Communist eoods fr om the one-}ear 
adva nce deposit requ ired for all Brazilia n im· 
port~ . AI the same time. Brazil rejected ' los­
cow , offer of 5400 million in 10-yea r. ~ 5-
percent credils for equipping the S6 billon 
Bra £ilian-Pa rae uayan po"'er prolcet 3t 11"pu 
because Paraguay objected. 

Czechoslovakia also launched a vigorous sa le.> 
erfort. urg.ing use of its 1976 S I 00 mill ion sup­
pher credt! , and signed a hard currenC} pa)_ 
monts aereement to replace bila teral cI a rin!: 
arrangements. Prague offered Brazil 3 5300 mil­
lion po"er pla nt in exchange for iron ure a nd 
pressed Brazil to buy Czech machinery for a SJO 
million tire plant and 3 cement plant. both now 
on the drawing boards. Hungary proposed ' joint 
ventures in aluminum. pbarmaceutica ls. and 
heavy equ ipment- includ ing veb icles. cranes. 
a nd electrical equipment. Romania extended S50 
million in commercial credits in addition to the 
S 150 million lonll-term credits provided In 197 
for t~e1makinc equipment. 

Among the more suece sfu l sales ov rtu res 
was Poland 's equipment sale to Braz,lian com­
panies for developing coal reserves in Colomb,a. 
Pola nd's commodi ty trade had been governed by 
a IO-year S3.2 bl lhon agreement signed in 1976 
for excbangtng Polish coal and other produCts for 
Bra zilian iron ore. 

In 1977 China negotial ed it firsl long-Ierm 
gove~nmen!-lo--&OVernmen t trade ag:reement wit h 
Bra ZIl. 

P.,.u 

Soviet Relations Depend on Arms Soles 

La rlle new Sovlel accords with Peru for mOO· 
ern weaponr) and a cont inu ing flow or mlli lan 
hardware helped consolidate Moscow's positio~ 
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with Lima's military governmen t in 1977. Peru 
was in the position of asking Moscow to resched­
ule its rapidly expanding military debt service 
while taking delivery of additiona l a rms.' Mean· 
while. Peru tried to improve relat ions with It 

neighbors and to reduce a payments crunch wi th 
assistance from international lending inst itu­
tions. 

Arms T ransactiom Continue High 

Arms sales continued as the centerpiece of 
Moscow's policy toward Peru. Since the first 
Soviet-Peruvian arms agreement in 1973- a 
S 150 mIllion accord for land armame nts- L,ma 
and Moscow have sianed annua l arms accords 
Ihat now supply equipment to a ll of Peru's 
military services. A 1977 S I 00 million accord for 
aircraft. tanks. and radar brought total SovIet 
arms sales to Peru to S630 million. 

In 1977 Peru took deliver} of 36 SL ·22 
liahter / bombers. the most advanced aircraft yet 
delivered to a Latin American cou nt ry. Delov· 
eries of the SA-3 surface-tOoair missile system. 
which will enable Lima to deploy the firs t SAMs 
in the Andean rellion. also were rumored to have 
begun. Otber deliveries in 1977 included helicop­
ters. transports. and tanks. These acquisi tions a re 
supportin& l. ima·s push for mil ita ry power <tat us 
on the west coast of South America. 

As Moscow worked off la rge 197&- 77 orders. 
del iveries surged to an a lltime high of S 180 
mi llion in 1977 . These shipmen ts brought total 
Peruvian receipts of Soviet arms to $550 mil loon 
by yearend 1977. leaving only about $ I 00 million 
of equipment still to be delivered under existing 
contracts. 

Rumors tbat more than 1.000 SovIet mllita r} 
technicians a re stationed in Peru have not been 
substa ntia ted . We estimate the number . t 100 
In addition, we estimate tha t the Sovlel s have 
tra ined more than 600 PeruvIans in the SSR on 
mai ntenance and operation of eq uipment. De­
spite tbe traininl effort. Lima still lacks suffi­
cient trained personnel to handle tbe sophisti · 
ca ted SovIet ha rdware. In addit ion. the PeruvI­
ans have had problems on sUPportoni OV let 

I The debt wu rexbcdukld early I.n 1918, .lIoWJrlI :l rnoralOflurn 

on prillCipaJ peymc:nts throtiaab 1980. 
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wea pons systems because of inadequate supplies 
of spare parts and problems caused by climate 
and tOlXllraphy. The Soviets claim that Peruvi­
a ns a buse tbe equipment and do not understand 
preventive maintenance concepts. 

Economic Assistance 

Even though the USSR has been eaaer to 
expand economic relations with Peru. lima has 
not . hown much interc.' t in buyinl Soviet &ODds. 
Peru bought a S9 million Soviet freilbter at a 30-
to 40-percent di count but did not respond to 
Soviet offers of assistance for a petrochemical 
pla nt a t Bayova r. Earlier plans to construct a 
sted plant a t Nazca with Soviet aid and a 
machinery and equipment plant at Arequipa 
appe'd r to ha ve been shelved for the duration of 
Li ma 's lina ncia l crisis. Moscow's only economic 
aId to Peru is a S25 million equipment and 
machinery cred it (extended in 1970) for the 
Paita lis hing port. oil storage tanks. and prelimi­
nary work on the Olmos irri&ation project. Most 
of the credit has been drawn. 

Peru's austerity program. wbich restricts im­
ports to essent ial items . is inhibitinl the use of 
the $255 million of other Communist credits 
extended in 1969-74 to expand trade. Commu­
nist promotiona l efforts in 1977 to increase 
equipment sales to Peru sparked little interest in 
Lima. itsel f wrestl ing with serious payments 
problems. 

Lima igned no major new accords witb East 
Europea n countries in 1977 . Czech offers of 
cred it for agricul ture. mininl. and petroleum 
ind ustry assis tance were still under discussion at 
yearend. and Poland fai led to renew a S40 
million machinery and equipment credit that 
elplred despite Wa rsa w's desire to expand ex­
por ts to Peru. Earlie r Romanian interest in fi· 
na ncin& the $600 mill ion Antamina copper proj­
ect ( for which it completed a feasibility study in 
1977) cooled because of Romania's plans to 
develop its own low-lrade copper resources. 

Other Larin Am.ican Countriet 

Roma nia a nd BII,btJdo. esta blished diplomatic 
rela lloos. effect ive I September 1977. 
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Boli,iu-Communist econonllc rela tions con· 

ti nued to focus on Bolivia 's tin industry. We 
expeel Soviet imports in 1978 to reach double lhe 
1977 level as a result of a 550 million December 
contract. Soviet support for building a tin-proc­
essin& plant at Potosi (the world's largest ) re­
mains the most important Communist prC\jcct in 
Bolivia. In 1977 approximately 100 So tet tech­
niciam (the second largest Soviet contingent in 
Latin America) worked on the J2O- ton plant. 
now in its third year of construction. Transporta· 
tion and construction delays caused some S 15 
million in cost overruns at the plant, which have 
tripled the original foreign exchange cost esti­
mates. Completion is now scheduled for 1978. 
Despite these problems. plans .re going ahead 
for a second Soviet tin pla nt , and Bolivia con­
tracted an additional $)0 million in minJOIl 
equipment from the USSR in 1977 under an 
openended credit . 

Romania and East Gamany each cxtended 
their rtrSt credits to Bolivia- Sl5 million from 
Romania for oil and gas industry equipment and 
55 million from East Germany for university 
equipment under a 1976 agreement. East Ger­
many also offered S 15 mill ion to outfit hospitals 
and build grain silos. Poland completed deliveries 
for a 54 million plate glass factory. and Hun­
gary, which already has sold hospital equipment 
to 8oliva. offered to sell transpon and communi­
cations equipment during the first meeting of a 
Bolivian-Hungarian commission in November. 

C'iI~'s diplomatic relation, remain suspended 
with all Communist countries except China and 
Rom:1Dia. Nonetheless. Chilean - Sst Europea n 
trade increased after agreements were reached 
for settling debts incurred by the Allende govern­
ment. Accordinll to official Chilean figu res. San· 
ti'llo paid Communist countries nca rly $25 mil· 
lion in 1977 on its long-term debt and S lIS 
mill ion on shon-term obligat ions. 

As pan of a drive to diversify its trade, 
Col-ti. expanded commercial relations with 
Communist countries by accepting a S200 mil­
lion Sm'iet bid for a hydropower project a t Alto 
Sinu. The I,OOO-MW pla nt, to be buil! under the 
IO-year 4.5- to 5-perccnt open-ended credit 
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ag reement Sll!ned In 1975. IS scheduled for com· 
plction by 1981. Colom bia also purchased jeeps 
from t he USS R, probabl} for mili t~ry usc. but 
turned down Soviet offers of naval vessels and 
military training. During the year. Colombia 
authori;:ed Romania's mineral-prospect ing com­
pany to esta blish an office in Bogot. un<ler a 
1974 a&rccment for pa rticipa tion to coal. phos­
phates. and petroleum developm nt.. Colombia 
and Romania also formed d jOtot petroleum 
drilling compa ny ea rly in 1977. East Germany, 
Lryin& to capitalIZe on Colombia's more li beral 
trade polic}. offered 10 set up a textile pl3 nt 
under credits provided tn 1976. 

Con" Ric,,'s economic relations with Commu­
nist countrics pieked up in 1977. f"lIo"',"g the 
signi ng of n!!w .ccordA with the USS R and 
RomanIa . Even though Moscow did not act on iL< 
earlier offer ~ r the $700 million Boruca hydro­
electric project because of studies th. t QUes· 
tioned the project's viability. the R agreed to 
underta ke minera l and oil prospecting. ( 
chanll~ in government that occurred carly in 
1978 could mean a reduced Soviet role.) Roma­
nia signed an agreement in April to initia te 
studies on I -grade Costa Rk n bauJCte cep<)S­
its. the expansion of a hydroclcctnc plant 3 

Birris. and the construct:on of a petrochemical 
plant. 

Despite conlinuini cool ness in EcMlUi", '$ pa­
litical relations · .. ilb Communist countries aDd its 
refusal of Soviet economic and mili t.ry aId 
offers. the military lIovernmcnt increased m· 
mercial contacts wi th Ea tern Europe in 1977. 
Quito picked up • Hungan an credit offer for 
educational. medical. and agricultural equtpment 
and an Easl German offcr to barter educational 
equ ipment. vehIcles, and chemicals for bananas 
a nd cocoa . S imilar smaU pacts were signed wit h 
Czcc lovakia and R"mania , and at }earend 
Quito was negotiating with C uba to initiate 
for mal trade rela tion . 

Even though GUII"",,,I. ha not ta bl ished 
dIplomat ic relalions with any Communist coun­
tries. it expanded commercial dealtngs with a 
numbe.r of Ihem in 1977 and threatened t'J tum 
to Communist countrtes for milllar) suppucs if 
the Wcst would Dot m::et its requirements. 
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G.~ applied for associat ion with the Cou n· 
ci l for Mutual EconomIc Assistance (CE MA ) In 
1977. joining Colombia and Jamaica among drea 
countries ma kine this overt ure. Georgetown also 
siened its first aid accord with the Soviet 
Un ion- a framework - a2reem~nt for mineral. 
forestry. a nd agricultura l development that sels 
the staee for fu ture economic relat Ions wIt h the 
USSR. A protocol paved the wa} for a JOint 
Soviet-G uyanese fishing vent ure. Mo<.:ow ill 
train Guyanese: pt:rsonncl on Soviet trav..!crs. 
const ruct a deepwater port. and surve~ Guyanas 
mari ne rcsou,ces. Moscow also agreed to buy an 
unprecedented 100.000 tons of Guyanese bau \lte 
in 1978. China and East German}. the onl y 
Communist countries tha t had prevlOusl} pro­
vided aid to Guyana. renewed and accelerated 
activity under their proerams: Ea.t German~ 

e.<tcnded S20 million of additlondl credl!>. 
mostly for bau xi te development. and agl eed 10 

build a vehicle repai r shop and a vegetable 011 
plant under ea rlier crcdits. China initiated plans 
to start hospital construction In New Amsterdam 
under a S26 million 1972 c«'<iit and allowed 
Guyana to substit ute agricultural producLIO and 
raw materials for consumer goods under the'r 
barter a&reement. 

Soviet and Hungarian agreemen ts ,,'th 111' 
",,,ie. last yea r broadened Kingston 's reiatlons 
with Communist countries beyond the small 
1974 and 1976 Chinese commit men ts. The 0-

viet aereement is intended to aid In the con.truc· 
tion of 250.000-ton cement plant (<SlImated a t 
·$30 million). geological surveys. and the «ttlng 
up of training centers for repa ir and main tenance 
of mOlor vehicles and agricu ltural and Indu<tna l 
machinery. Bungary's S8 mill ion In credits arc to 
be divided equally between consumer goods and 
industrial products. By yearend Budapest had 
delivered about one· fourth of Its commitment. 
and neeOliations were under wa} for Bungarm n 
sales of industr ial and medical equ ipment . rh~r · 
maceutical . and buses. No progress " . , noted 
on Budapest's earlier SI 50 million offer tu build 
an alumina plant. 

For the mos! part. Communist project propos· 
a ls for implementing recent accords wilh Muico 
remain on the drawing boards. MeXICO IS reeon· 
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"dering the usc uf Polish credits for a coal mine 
and suga r pla nt. A si milar fate is expected for 
Soviet participation in Mexican minine. metal· 
lurgy. electric power. and agricultural develop­
ment contemplated in the 1976 economic cooper­
ation agreement. Negotiations also boe&ed down 
in Februa ry on a proposed Sovie!-financed Mexi­
can sale of 20.000 bi d of petroleum to Cuba 
because Moscow offered industrial eoads as pay­
ment for the oil. Meanwhile. the lopez Portillo 
government acted selectively in gainll a.head with 
other Communist deals. The government ap­
proved private purchase of up to 20 Soviet 
hydrofoil passenger boats and accepted a S20 
mi llion East German credit for the steel industry 
a nd a S 15 million Hunea rian equipment credit. 
East Germa ny and Mex ico a lso aerecd to a joint 
vent ure for prod ucing precision inst ruments. reo 
portedly East Germa ny's fi rs: such investment In 
d Third World cou ntry. 

PII"._ bega n discussions in July to establish 
commercial and econom_ic relations with the 
USSR that could include (a) establishment of a 
Soviet bank in Pa na ma: (b) Soviet participation 
in constructing a hydroelectric plant: (C) annual 
Soviet suga r purchases of 50.000 tons of supr. 
beginning in 1978. C hinese deleealions. which 
arrivcd later in the year. concluded an aerieul­
tu .al technical assistance agreement and dis­
cussed possible trade rela tions. A branch of rICe 
of the !'oational Bank of Cuba was opened. 
mainly to process trade transactions throoeh the 
Colon Free Zone. 

The USSR offered SIIIi... technical as­
sistance for a hydropower project in the western 
part of the country; this offer should prove 
a ttractive. eiven the difficulties Surinam has 
experienced in raising money for the multimillion 
dollar project. 

Despite U'''/l''.Y·s ha rd-li ne anti·Communist 
policies. Montevideo allowed the Soviets to sta­
tion J military attache in the capita l last year. 
The permission came in the wa ke of Soviet offers 
of military and civilia n jet ai rcra ft. all of which 
were lurned down. Moscow cont inued its involve· 
ment In Uruguay's power Indust ry as a supplier 
of equipment to the joint Argentine·Urulluayan 
Saito G rande hydroelectric project. Urueuay has 
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a 4O-percent share of the 580 million. IO·year. 4· 
percent credit. Hungary. the only other active 
Communist aid donor. delivered severa l diesel 
trains. its firsl delivery under a 59 million 
contract . 

"-e_'" efforts to expand commercial ties 
witb Communist countries yielded few returns in 
1977. A flurry of visits by East European ec0-

nomic officials resulted only in a general contract 
with Poland to develop coal and nonferrous 
metals. A trilateral petrolcum deal entailing 
Soviet oil shipmenll to Venezuelan customers in 
Eu.-ope in return for Venezuela n del iveries to 
Cuba was not implemcmcd. nor was there any 
action under the 1976 economic and technical 
cooperation agreement. 

Middle East 

5 ....... , 

In 1977. M08COW continued to focus on the 
Middle East. where its most importanl foreig n 
economic and military programs were concen· 
!rated. The deep concern of other Arab leaders 
about Egyptian peace overtures opened new op­
portunities for Soviet diplomatic initiatives and 
brought the · . dical confrontation states inlo 
closer alliance with Moscow. Weapons orders 
worth S I billion by Syria and Iraq In 1977 
confirmed the importance of t heir military sup­
ply relationship wilh Ihe SSR. Mo>cow also 
POSted its first !lales in tbe lucrative Persian Gul f 
arms market- S50 million worlh of air defense 
equipment to Kuwai t. One of tbe USSR's 
smaller Arab cli~nt'. Soulh Yemen. assllmed 
new importance towa rd the end of 1977 as 
Moscow sought expanded Red Sea air and naval 
facilities at Aden to replace facilities lost in 
Somal.ia. 

The S900 million Soviet arms sales to Syria 
moved Damascus into fi rst place among Soviet 
arms clients. contrastir.g sbarply with events in 
1976 when Moscow had tried to manipulate tbe 
Syrian position by withholding arms. The agree­
ment.. responded to Syria 's urgent request for 
more arms to ex-pand and modernize its armed 
fo.rces in the "vent of a war against Israel without 
El:yptian suppor!. 
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Soviet commercIal interests also moved into 
the foreground in 1977. Extensive Soviet eco­
nomic deals with Iraq and Iran. initiated in 1976. 
were expanded io 1977: al yea rend. tbe USSR 
was nellotiatine several billion dolla rs wortb of 
development contracts with these two nations, its 
top Third World customers for ci,·ilia n equip­
men!. Moscow and Tehran were ntar agreement 
on Soviet participation in a S3 billion gas pipeline 
being bu ilt from Kangan to. the Soviel border a 
part of a 19i7 multilateral deal with ,",vera I 
West Europea n countries. Iran also has been 
discussmg Soviet assist3nce fo r two new h dro­
power projects. 3 5500 million aluminum plant. 
and expa nsion of highways. railro.,d. and pori 
fa cilities. 

In Iruq . the USSR moved to implemenl S I 
bill ion in contracts signed in 19;6. Negotia tions 
for buildine the r-.fosul Dam were completed, and 
the Soviet be an 10 work on several power and 
irrigation projects. wbich tQiethcr would add 5 
million hectares of cultiva ble land and 3.000 
MW to I raq '~ power capacity. 

Moscow's relations with Egypt- once the 
centerpiece of its Third World economic and 
military prograrns--;ank to new lows in 1977. 
Apparently wi ll ing to lose wbat was lefl of the 
longstanding Soviet-Egyptian relationship. Presi· 
dent Sadat embargoed co.tton sales to both the 
USSR and Czechoslovakia in 1977 a nd declared 
a moratorium on military rej10iyments to th 
USSR. Soviet-Egyptian trade sank to. five-year 
low. 

()cspite the decline in trade with Egypt. oviet 
nonmili tary trade with the Middle East su r­
passed all p,..,vious levels in i 977. boosled b~' the 
new wealth of the oil producers and by expanded 
Soviet gas and oil imports from the region (more 
than one-halI of MOSCo.W'S S 1.5 billion in imports 
from the Middle East). Soviet exports of S 1.6 
billion were heavily weigbted by li575 million ir 
equ ipment and other goods going to Iran. "ru h 
became the most important Soviet market in tbe 
Th ird World . 

Du ring 1977. East Eurooean counlries redou­
bled tbeir efforts to. exploit the well-heeled Mid­
dle East ma rket for goods and services. wh ile 
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sedung to obtain lone ' term commitments for 0 11 

supplies. Iran sold its lirst oil to Poland and 
increa!ed deliveries to Bulgaria and Hunga ry. 
althoueh remainine cool to long·lerm barlcr 
proposals. Iraq sold at least 150.000 bi d " f crude 
oil to Eastern Europe and beca me the foremuSt 
Third World (radine panner for EaSI German y 
and Huneary and the largest Third World buyer 
of Polish industrial equipment. 

Egypt 

Sovid Relations at Alttime low 

Sadat's surpr ise peace inittallve toward brad 
in November i 977 further reduced prospect' 
tha t the USSR and Eeypt would mend the 
serious rift in their 2().year rdationship. Hi~ 
appearance before the Israeli parliament fol · 
lowed a stormy year durine wh ich he applied an 
embareo on collon shipmen ts to the L:SS R "nd 
Czechoslova kia . Sadat also thrC:llencd to , tup 
mil itary debt payments to the SovIet ' for 10 
yea rs and announced a cut In Cairo· ... annuai 
economic ajd repayments to the . viet UnIOn to 
only S20 million annually. Moscow reacted In 
surprisingly mild fashion to Sadat's abrupt eco­
nomic decisions: Kremlin fears of a separate 
Egyptian peace effort led the USSR to ,upporl 
the Steadfas tness Front countnes when they 
hastily convened a conference tn Tripoli to con· 
demn Sadat's ac tions. 

C t.ech·Ellyptian relat ions detenorated ., J 

consCQuence of Prague 's idcnt ific.lllon with the 
Soviet arms embargo. Cal ro 's economic rciat lOn~ 
with other East European count ries suffered ani} 
sligh t damage. even after Egypt closed SoVIet 
and East European cultural centers in Dec.ember 

The Mi~tary Relationship at a StandstiH 

Sadat's abrogation of the Soviet· Egyptian 
Friendship Treaty in 1976 had marked the findl 
chapter in a series of aCllons that ended the 
Soviet·Egyptian S4 billion military suppl} rda· 
tionship. Egypt took delivery under old agree· 
ments. however. of a few truck.",. reconditioned 
aircraft engines. a nd a few na val spare". These 
were bardly enougb to keep Soviet equIpment 
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operationa l: reports indicate a progressive dete­
riora tion in Cairo's military readiness. The lack 
of new engines and spa re parts. compounded by 
poor Egyptia n maintenance. has steadily reduced 
the number of Soviet·supplied aircraft available 
for combat opera tions. To overcome these prob­
lems. Egypt has turned to Lhe West for new 
a;rcraft and for help in maintaininl Soviet 
equipment. 

The pi nch is beini felt in a ll Ellyptian military 
services: its effects were IOtensilied in Sprinl 
I 'J77 when the las t contingent of Soviet military 
technicia n left Egypt. This ended a Soviet mili­
ta ry pre ence that had tota led 14.000 men from 
1970 until 1972. wben Sadat eJlpelled most 
Soviet military 3dvisers. 

The situa tion was a lso worsened because 
Egypt could not buy replacement equipment and 
pa res from East European countries as it has in 

recent yea rs. Evidence also mounted that Mos­
cow was pressurin& East Europe-..1 ns not to deliver 
on rrevious allreements. The Czechs have only 
partially fullilled a 1975 Eeyptian order for 
tanks. 

Only China and Non h Korea amonll tbe 
Communist countries signed new arms allrce­
ments in I 977- mostly for spare pans to .. rviee 
Soviet· made equ ipment. C hina delivered antiair­
craft guns. lield artillery . MIG·" enllines. and 
truck, under it, S II mi ll ion 1976 accord . North 
Korea prOVIded an illery under its 1976 S 14 
million agreement 

Debt Settlemenf Stoktmated 

The cont inued fai lure of Moscow and Cairo to 
agree on reschedul ing Egypt's S5 billion military 
a nd economIc debt further strained tbe Soviet· 
Egyptia n relat i"nship. Moscow's refusal to con­
sider Ca iro's reques t for a J(). to 4().year repay­
ment period after 10 years' grace linally loaded 
Sadat into declaring a unilateral I ().year morato­
num on Egypt 's miljtary debt. Two months later, 
in ·ovember. Egypt's Cabinet announced that 
economic aid repayments to the USSR WOO.lld be 
cu t 10 about $20 million annually. 

Payments due on the economic and military 
debt had been handled in 1973·76 throueh 
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E&ypt 's large trade surpluse. wi th the U SR. 
This arrangement collapsed in 1977 with the 
deep plunge in Soviet-Egyptian trade followi ng 
the COlton embargo. COllon had accounted for 
more tban 25 percent of Egypt's $43 5 million i~ 
exports to the USSR in 1976, and tex tiles and 
yarn made up an additional 18 percenl. 

Cairo expects to sell the raw COllon previously 
reserved for Communist customers to hard cur­
rency buyers at acceptable prices. It also is in the 
process of d iverting texti les a nd yarn, along with 
other ffienufactur.:s, to Western markets. 

Czechoslovakia, reacting to Caim's thr~ t to 
postpone unilaterally the payment of 5150 mil­
lion of Egypt's commercial debt to Czechoslova­
k:a, concluded a trade protocol for 1978 in 
November; Prague okayed the agreement despite 
Egypt's refusal to sell Prague COlton on a ny 
terms. The 1978 protocol calls for a S20 mill ion 
Egyptian trade surplus that will be used for debt 
settlement, about one-half of t he 1977 paymenl. 

Other Economic Relations Persist 

Despite Cairo's provocative actions in cancel­
ina a Soviet contract for la nkers wllh the Alex­
andria shipyard and rejecting Soviet partiCIpa­
tion in exploitin& phosphates a t Abu Ta rtur, 
Moscow continued to implement ongoinll aid 
projects under S360 million worth of credi ts st ill 
ouLslandin& in the S 1.4 billion Soviet program. 
About 1,000 Soviets were still ,,"orking at Egyp­
tian plants at yearend, notwithsta nd ing Sadat's 
announced plan to expel Soviet economic pcr>on­
nel. Work nea red completion on the fourth bl ll> t 
furnace at the Helwan steci complex. bringi ng 
annual capacity closer to the 1.5 milhon tons 
schedul.ed for the second stage . Expansion work 
was in full swine at the Nag Hammadi a lumi­
num plant, wbere first-stage capacity (1 00.000 
tons) was reached in 1977 . Moscow also c ntin­
ucd deliwries for rlll'a l electrification projecls, 
the Suez and Aswan power plant , cement and 
pharmaceutical plants, a nd a num ber of smaller 
plants. A few Soviet tcchnici. ns also conlinued 
to assIst in petroleum prospecti ng; MosC'J w's 
panicipation in this activit ) had been '.:a led 
down several years before beca use of Egypt's 
disappointment with the results. 
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Several East European countries, notably East 
Germany a nd Roma noa. expanded econo mic re­
la tions" Ith Egypt ,n 1977. The East Germa ns 
extended S95 mill ion in IO- ycar credits to fi ­
na nCe electrification projects . The a&reement . 
which ra ises the East German com mitment to 
abou t 5230 mill ion. was concluded during trade 
negot iations in October. At tbat lime Egypt 
promised to continue colton deliveries to East 
Germa ny under their c1ea rin& a&reement. R oma­
nia i&ncd a protocol for usc of $90 miUion of old 
aid in spurring agricultural develo;>menl, build­
ina a cement plant and prefabrica ted oousin!: 
plan:S. and doubline tile capacity of a Romanian­
built caustic soda plant in Alexandria. Bucharest 
also rnay be preparing to begin petroleu m explo­
ration in a concession area assigned in 1974. 

China r ponded to Eaypt's economic sanc­
tions against the USSR by buyin& smaU amounts 
of colton from tbe 1977 crop, presW'D3bly for 
hard currency. Earlier in the year. tbe two sides 
had signed a four-year trade a&reement and a 
protocol calling for 5200 million of trade in 1977. 
Peki ng has not yet initiated work on tbe textile, 
pharmaceutical, and building materials projects 
a nnounced in 1976; they were to bave been 
con tructed with credits ex lend d in 1964. 

Iran 

Business :nterests Stobilite Political r ... 

In spi te of the Shah's ilrowin~ concern about 
Soviet acti,·;t ies in the Horn of Africa, Ira n and 
the USSR ma tntained their upbeat commercial 
relationship o f recen t years in 1977 with la rge 
new agreements_ 

The Military Supply Rekrfionship 

Becau, e of deep-sca led suspicions of Soviet 
motives. Tehran has confined its a rms purc hases 
in the Soviet Union to ground forces equipment 
totaling about S800 million in the las t fi ,'e 
yea rs---eq uivale.nt to only 5 percent of tbe arms 
order · Iran has placed in tbe Wesl. The Shab 
considers Soviet equipment a aM buy because it 
is excha nged fo r na tlll'a l!:as that Iran preyi I) 
nared . 
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Moscow's largest Nonmilitory Equipment Buyer 

Iran signed new trade or economic dgrccmcnb 
with all of its Communist partners in 1977 
Already Moscow's larllest Third World equip­
ment buyer . Tehran was discus-si ng fur ther con­
tracts tha t would run up to sC"eral bIllion doll"". 
including (a) a second tra ns-ira nian gas plpelone. 
with a total C05t of S3 billion: (b) a nO" ,capurt 
on the Caspian coast: (c) two nc" h~dropuwer 
projects: (d ) uranium devclopmen l. (el a ~ 500 

million a luminum plant: and ( f) cxpan"un of 
highway. railroad. and port fac il it ies 

In 1976 the USS R and Iran had SIgned con­
tracts to triple the capacity at thc vlct-bu llt 
Isfahan steel mill to 6 millior. tons 3 ~ear Jnd hI 

develop additional coal and iron orc ,oun:e., to 
support the expansion. I ranian prc~ ... n:porh ... ug­
gest that some of the equipment for the, c pl.tnh 
will ca rry deferred pa yment te rms. Jlthough the 
full extent of Silviet assistance for the add it iona l 
undertakings is not known. M.),co" dlso began 
to install more than 2.000 /vIW uf de trocal 
capaci ty at Ahwaz and Isfah an . fue led b) n.ltu­
ral gas, and is continuin2 work un other ,.tid 
projects for which SIOO million of credl!> remaon 
to be drawn . The contribut ion uf the \let aId 
program to Iranian development no"" c,cccd01! 
S800 million and accounLS for 0 percent of 
Iran 's coal. iron ore. and cast oron uutput Jnd for 
70 percent of lran 's steel capaci t~ 

Soviet exports to Iran rose 50 per«nt on 1977 
The 5:; 75 million worth of SovIet C\~rt, "ere 
heavi ly weIghted by shlponent' of machonery .t nd 
equ ipment under re.;:cnl contrJcts Soviet Import ... 
also ro;e. largely becausc of higher natu ral ga, 
Prices. Soviet gas imports. which ha ve rca(,'hcd 
S200 million annually. have pa id for 3 I3 rgc 
share of Iran 's increased machiner) and equIp­
men t purchases from the USS R and for moll tor) 
equipment. Because gas sa les arc nut IMgc 
enough to fi na nce the expanded level pro/ccted 
for Tehran's imports from the L'SSR . fur the 
first time Ira n offtrtd oil a,~ rcpa,mcn t ror the 
multIbIllion dolla r projects. 

Tehran "s ir.tcrest in fi nanCing rroJct..:h In the 
Comm un ist countries apparent l) h.t5 CO<Jlcd 
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There was no actoon on a pulp and paper plant in 
the USSR. which Tehr,.. had alrccd to finance 
In 1975. a nd Tehran has not followed its 1975 
$780 million worth of cash loans to Eastern 
Europe with additional aid. 

Eastern Europe Seei<, Oil s.,ppIies 

Havi ng been told by Moscow not to count on 
additiona l Soviet oi l. East European countries 
have been scra mbling to arra nge oil barter deals 
with Iran . Tehra n has been reluctant. however. 
to comm it itself to long-term barter contracts. 
a nd only the following small allreemcnts were 
concluded in 1977: 

• Bulgaria Increased its oil purchases 50 per­
cent ( to 12.000 bI d). for which it paid hard 
currency, 

• Poland signed Its first con tract to buy oil 
from Iran- 7.000 bi d of crude. 

• East Germany sold Iran S50 million worth of 
rai lca rs. which probably will be paid for in 
oil. 

Negotia tions on Czechoslovakia 's request for a 
long-term oi l commitment were deferred until 
1978. await ing Ira nian review of its requirements 
fo r Czec h mach inery and equipment. A new 
agreemen t for Polish construction of power. 
chemical. food. and mining facilities. as well as 
a n assembly plant for agricultural aircraft. did 
not mention oi l. 

Romania has been Iran 's la rllest East Europe­
an 01 1 cu, __ tomer and IS morc active than olher 
East European countries in Iranian development 
programs. Bucha rest is involved in port construc­
tion a t Bandar S hahpur and recently won a S 1.5 
bIllion contract for constructing a railroad from 
Banda r Abbas to Kerman. Romania also bellan 
freight car deliveries in 1977 under a 545 million 
credit extended in 1976_ 

Iroq 

Co mmunist Support Mounts 

In 1977. record SovIet a rms deliveries to Iraq. 
Moscow\ hea vier involvement in Iraqi develop-
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ment plans. and the shipmen t of S500 milhon 
worth of Iraqi oil to the USS R attested to the 
mutual benefits of the long-esta blished Soviet­
Iraqi relationship. 

Military T,_ion., G<owth in Value and 
Sophistication 

Moscow's big push in 1977 waS on arms 
deliveries under the S I billion accord signrd in 
1976. Hardware deliveries rose by 20 percent 
over 1976. to S600 million. one-fifth of total 
Soviet shipments to the Third World . La nd 
armaments accounted for more than onc-h3lf of 
the !:ran fers in 1977. They were slatrd for use in 
forming a fourth armored division. reorganizi ng 
and strengthing a rtillery uni ts. aml upgradinll 
Iraq's antiaircraft capabilities. Deliveries of 500 
T-62 medium tanks headed tbe list; deliveries 
also included BTR-60 PB AI'Cs. BROM-2 ar­
mored scout cars. BMP infa ntry com bat vehi­
cles, 130-mm (M-46) field guns. 152-mm 
(ML-20) Ilun/ bowitzcrs, and 23-mm Z U-23-2 
antia ircraft guns. 

Deliveries of Soviet jet ai rcraft were down 
despite Iraq 's receipt of adva nerd MIG·21 
Fishbcd Ls. Moscow maintainrd its 1976 M 1-8 
helicopter delivery levels. An OSA-II guidrd­
missile patrol boat a nd equipment for at least 10 
SAM battalions (three SA-3 and seven SA-6) 
also were added to Iraqi inventories. Most of the 
missile equipment was for deployment in the 
Umm Qasr port arca, where several missile sites 
are ne:lring completion. 

Baghdad's only major new arms contract " ith 
the USS R I .. ' t year was a $100 mill ion order for 
the new Soviet IL-76 loni-ranie jet transport 
aircraft. The plane, scheduled for 1979 deli,'cry. 
has never been exported before; Iraq may be 
receiving preference on the IL-76 over Warsa w 
Pact clients, as was tbe case with the T -22 
bomber in 1973. 

Czechoslovakia . Hunga ry. and Poland deliv­
ered S50 million of equipment in 1977: 

• l-39 trainer aircraft and twin 3D-mm M-53 
self-propelled antiaircraft guns completed a 
1972 Czech order. 
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• F G-70 AI'Cs. 57-mm S-60 dnllai reraIt 
gun . and larie amounts of construct ion 
equipment came from HUngary . 

• Polnochny-c1ass LSM landin& craft from 
Poland wcre the first amphibious units 
added to Baghdad's inventory. 

• Small deliveries 
ment completed 
mitment. 

of milita ry-rela ted equip­
orth Korea 's 1975 com-

Iraq a lso signed S I 0 million in new contra ts 
to bu) arms from East European countri es in 
1977 . T he e Included an order in Poland for two 
P Inochny-c1ass landing sbips (LSMs) and a 
contract for vehicle spare parts from 
Czechoslovakia . 

About I. ISO Soviet and East European mili­
tary advisers were in Iraq durin, 1977 to support 
t he heavy inno'" of new Soviet equ ipment. Most 
of the technicians were as<ignrd to Irnq's Arm) . 
which is being expandrd . Most of the 300 Irnqi 
military personnel that went to the USSR for 
lraining were assigned to SAM familiarization 
courses. 

Economic Relation\l A Reflec,ion of troq'~ Gro wing 
Oil Income 

Baghdad 's a bi lity to pay cash .for equipment 
and ser.;ces has given Moscow stiff competition 
from Western suppliers in bidding for Iraqi 
development contracts. Reacting to the th reat of 
competition. Moscow lTlOYed in 1977 to 'ccure Its 
participation in new projects and to implc!T1ent 
the $ I bill ion in aid and commercial contracts 
signed in 1976. Major project start under these 
contracts in ludrd (a ) the Haditha Oam and 
associated 500-M W power plant. (b) engineering 
studies for the al- Fallujalt and Hindia Dams. (e) 
a canal to link the Ti&ris River to the Thartbar 
storalle lake for divcrt ini waters to the Euph.-.. -
tes River durine periods of rcstrictrd now, (d) 
recla mat ion of 40,000 hecta res of land to connec­
tion with .tbe Tbanbar project. and (e) tbe 

SEC RET 

- 25-

 D
E

C
L

A
S

S
IF

IE
D

 -
 P

U
B

L
IC

L
Y

 D
IS

C
L

O
S

E
D

 -
 P

D
N

(2
01

2)
00

03
 -

 D
É

C
L

A
S

S
IF

IÉ
 -

 M
IS

E
 E

N
 L

E
C

T
U

R
E

 P
U

B
L

IQ
U

E



NAT 0 SEC RET 

ANNEX I to 
ACf127-b!575 ., r 

- t- O -

Kirlruk irrilation canal. Negotia tions also we re 
completed in 1977 for building (a I he Mosul 
Dam. which will irrilate 1.6 million hecta res of 
land and provide 500 MW of power: I bl the 1.10-
MW Darbendikhan power pla nt: and (c) two 
cement plants. each with an annual capacity of I 
million tons. 

Financial arrangements for these Sovie t prOj' 
ects. which have a combined price tait of nearly 
S3 bill ion. have not been announced . Most of this 
activity probably is under commem al contract 
a nd will be paid for in cash and oil 

Since 1957. Iraq has been the site of some of 
Moscow's most ambitious Third World prOjects. 
The $700 million aid program gave Iraq a na· 
tional oil industry: Soviet dam and power r rOj· 
ects eventually will triple Iraq's ins tal l d electric 
capacity and will irrillate nearly 5 milhon hec· 
tares of land. The Nasiriya thermal plant. sched· 
uled for completion in 1978 .• s the largest ther· 
mal plant in the Middle East. while the Masul 
Dam will be one of the largest 10 the world. T he 

SSR was considerinl t ~kinl over a S40 mill .on 
W orld Bank contract . which Iraq had abroga ted. 
to construct grain silos. These wou:d be 10 addi· 
tion to existin& Soviet commitments for I ~ gram 
storage projects. 

East Europea n act ivit ies have pa ralleled ~o"et 
efforts in Iraq. Their trade. la rgel y In .ndustn.1 
plant and equipment. is a pproachlOg the S I 
bill ion mark annually. In 1977. at Ie-Ht 150.000 
bI d of Iraqi crude oil nowed to Eastern Europe 
on commercial account and as repayment for a ld. 
A minimum of 2.300 East European personnel 
were employl'd on commercia l and a .d projects 
during the year. with most work 109 in the oil 
sector or on irrieation projects. 

Czechoslovakia belan work on a $24 million 
contract to double capacity at the Basra oil 
refinery to 3.5 million tons annually Roma nia 
prepared to start construct ion of a petroleum 
production well under a $35 mill ion oilfocld 
development credit. while a Bullarian·lraqi joint 
commission recommended further collabora tion 
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10 agriculture. food processinl. oil prospectinll. 
and wa ter and land development. 

Progress on other East European development 
work was slow. Hunga ry received a new contract 
for petroleum drilling .n South Rumaylah follow· 
ing the compietion of nine wells under a 1969 
c redit. Hunllary .Iso submiued proposals to ex­
change additional petroleum developmcnt work 
in Iraq for oil: its present five·year a,reement 
( 1977·81) a llows it to buy up to 20.000 bId of 
c rude. Poland geared up for work on three 
.rrigation prOjects. probably under a SIOO mil· 
lion credn agreement. Wa rsaw also bellan imple· 
mentat ion of lraq 's first iron and steel piant 
under a joint con tract with a French company. 

East European activities have paralleled Soviet 
efforts in Iraq. Their trade. largely in industrial 
plant . nd equ ipment. is approachinll the $ I 
billion mark annually In 1977. at least 150.000 
bI d of Iraqi crude oi l nowed to Eastern Europe 
on commercial account and as repayment for aid. 
A mini mum of 2.300 East European personnel 
were employed on commercial and aid projects 
during tbe year. with most workin, in the oil 
ector or on irrie31ion projects. 

Czechoslovakia began work on a 524 million 
contract to double capacity at the Basra oil 
refine ry 10 3.5 !D ilhon ton.< annually. Romania 
prepa red to o;; ta rt construction of a petroleum 
production well under a $35 million oilfield 
development credit. while a Bullarian- Iraqi joint 
commis ion recomme nded furt her collaboration 
.n agncult ure. food processine. oil prospectin,. 
a nd wa ter l nd la nd development. 

Progress on ot her East European development 
work was slow. Hungary received a new conlract 
for pet roleum drilling in South Rumaylab follow. 
mg the completion of ni ne wells under a 1969 
credit. Hungary a lso submllled proposals to ell' 
cha nge additiona l petroleum development work 
In Iraq for oil: its present five· year allrcement 
(1 977·8 1) a llows it to buy up to 20.000 bi d of 
crude. Pola old geared up for work on tbree 
irriga tion prOjects. probably under a SIOO mil· 
lion c redit agreement. Wa rsaw also bellan imple· 
menta llon of Iraq's firs t tron and steel plant 
under a joint contract with a French company. 
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Syria Economic Aid May Increase 

ROMn '0 a Oose Sov;o' Refcmonsltip 

The &lviet-Syrian relationship was revitalized 
in 1977 notwithstanding PresIdent Assad's con­
tinued rejection of a long-term friendship treaty 
with the USSR. Syrian support for M()S(;ow's 
role in tbe Middle East and opposition by Da­
mascus to Egyptian and US peace initiatives 
helped repair the relat ionship. which had deterio­
rated in mid·1976 in the a ftermath of Syria's 
intervention in Lebanon. Syria reemerged in 
1977 as the USSR's most important Thi rd 
World arms customer wit h ne'" agreements to 
buy nearly S 1 billion worth of weapons. Syria 's 
purchase reportedly Included improved SA-6 sur­
face-to-air missiles. several hundred T-62 and 
possibly T-n tanks, Ul' to a SQ uadron of MIG-
25s to be delivered by 19S0 and piloted by t be 
Soviets. and possibly SU·22 fighte r/ bombers, 
which until now ha,e i one only to Peru. 

The USSR also increased milita ry deliveries to 
former levels after President Assad's April talks 
in Moscow, shipping S3 50 million worth of 
equipment during the remainder of 1977. These 
shipments raised total Soviet arms deliveries to 
Syria since the October 1973 war to more than 
$3 biUion. Jet fighter aircraft (MIG-21 Ls. MIG-
23s. SU·7/ 20s, and MIG-17s) comprised almost 
two-thirds of the 1977 total; the Army received 
most of the remainder- T-62 tanks. BRDM-2 
amphibious armored reconnaissance vehicleS, 
BMP infantry combat vehicles, substantial num­
bers of field iuns and rocket launchers. and laree 
quantitites of ammunilton and spare parts. large· 
Iy for Syrian force in Lebanon. With the re' 
sumption of large Soviet arms deliveries. the two­
year decline in tbe number of Soviet mil itary 
advisory personnel in Syria was reversed. The 
advisory team had increased to 2.200 by yearend. 
compared with the 1.750 present early in 1977. 

Czech sbipments of rebabilitated T-S5 tanks. 
contracted for in 1976. bighligbted East Euro­
pean supply activities. S.yria also began negotia· 
tions with Czechoslovakia and Poland for more 
of these ta nlts and for assorted A PCs and 
artillery. 
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Assad's April visit also brouiht agreement to 
speed up Soviet projeclS under construction. A 
lon& list of new projects was discussed for whicb 
the SovielS a&rccd to accept oil as repayment. 
Even tboU&h Syria bas not yet tapped the S300 
million Sovie. credit extended in 1976 for power. 
petroleum, and land reclamation projects. a new 
framework agreement was signed in 1977 to 
expand economic cooperation evcn further. 

In 1977 the Euphra tes Dam. Moscow' show 
project in Syria. moved rapidly .oward comple· 
tion of the fir.a stage witb the arrival of the last 
tbree turbines for the 800-MW power plant. The 
$2 billion project. which bas received S 185 mil· 
lion of Soviet equipment under credits. will pro­
duce much of Syria's electric powe, wben it 
reaches capacity operat ion in 1978. Eventually it 
also will add I mill ion hectares of irrigated land. 
The SovielS began surveys in 1971 on an associ­
ated darn at al-Khabi r and on the 14.000-hectare 
Meskene irrigation project. 

Soviet technicians a lso expanded petroleum 
exploration under a S45 million development 
protocol Siined in 1976. tbroueb wbich the 
USSR hopes to raise Syrian output to II miUion 
Ions (220.000 bi d); the prescnt level is about 10 
million tons a year (200.000 bi d). The USSR 
bas developed all oJ Syria's petroleum production 
facilities and receives about 500,000 ton. of oil a 
yea r ( 10.000 bi d) from Syrian fields. 

East European contractors are expected to 
playa major role in Syria's comprehensive wa ter 
resource development plans. which are beine 
drawn up with the aid of Soviet planners and 
C~coOlpaSS one-fourtb of all Syrian terr itory 
East European countries (notably Bulgaria) al­
ready bave been involved in reclamation related 
to the Euphrates Dam. 

yria. the lariest LDC recipient of East Euro­
pean assistance after Eeypt. bas received more 
thar. SSOO million of eronomic aid commitments 
from the countries of Eastern Europe. These 
out<trip Soviet pledlles by S35 millioo. Roma­
nia:; $390 miUion of p1ed,es maie it by far the 
most important donor in Eastern Europe: Bucha-

SECRET 

- 27-

 D
E

C
L

A
S

S
IF

IE
D

 -
 P

U
B

L
IC

L
Y

 D
IS

C
L

O
S

E
D

 -
 P

D
N

(2
01

2)
00

03
 -

 D
É

C
L

A
S

S
IF

IÉ
 -

 M
IS

E
 E

N
 L

E
C

T
U

R
E

 P
U

B
L

IQ
U

E



NAT 0 SEC RET 

ANNEX I to 
AC/1Z'f-b!575 - 28-

rest has 3.000 speciali ts in Syria. employed .n 
oil development. geological prospecting . phos· 
phate development. agriculture . and transporta· 
tion. Despite disagreements over construct ion 
and linancing schedules. the 6-million-ton 
(120.000-b/ d) petroleum reliner)' at Banias and 
the 450.000-ton superphosphate complex at 
Homs- Romania's largest projects in the Third 
World- are scheduled for com pic lion In 1978 

Czechoslovakia offered a 300- M 'N power 
plant to Syria in 1977 and bega n delivenes of 
equipment for" SIOO m.llion tire r la nt Eo, t 
Ger ma ny sig ned S51 million of contract> fo r 
rural electrification, sta rted work on a grain silo. 
and apparently bid on a rai lroad construclIon 
project. 

Tu .. .., 

Reports from the meeting of a JO. nt Sov,et­
Turkish committee latc in December uggest 
tha t the original 5600-700 mill ion in v.ct aid 
to be provided under a 1975 framework agree­
ment has been raised to S 1.2 billion. ew proj ­
ects mentioned for Soviet lina nclng incl ude (.) 
a n iron are plant at Hasan Celtbl. (bl J ~­
million-ton relinery on the Black Sea . I c) :I st eel 
industry training center at Iskenderun. (d) a dam 
and hydropower plant. (e) a hydrogen peroxide 
pla nt. and (f) a pesticides plan t. The two sides 
also agreed to go ahead with feasib. IIlY stud .es 
for expanding the Iskenderun steel pla nt from its 
present I million tons to 6 million tons. to double 
the capacity of the Aliaga relinery to 10 million 
ton; (200.000 bi d) annually. and to con.,lruct J 

powerli ne from the USSR for the .mport of I 
billion kWh of electricity annually (eq u,valent to 
the output of a 150-MW power pla nt). The 
powerline follows an earlier Sov.et agreement to 
supply power to Turkey to alleviate energy short ­
ages caused by mechanical failures at ",isting 
facili ties and the la& in complet .ng new power 
plants. At the same time. plann ing will be accel­
erated for constructing two therma l power plants 
under Soviet credits. Moscow also w.1I prov.de 
assistance for expanding the $eydesehir a lum. ­
num plant to 400.000 tons of a nnu al capacllY 

NAT 0 

East Euro...,an coun tries also were willing to 
ass ist Turkey In solving .ts power problems: 

• Czec hoslova kia offered thennal plants with 
an installed capacity of 2_000 MW. 

• Poland signed a $250 million contract for 
constructing and equipping a 420-MW 
power sta tion. possibly on deferred pay­
ments_ 

• Hungary signed its lirst cooperation agree­
ment with Turkey. along with a S46 million 
contract for power plan t equipment. 

Among East European countries, Czechoslova­
k,a led the way in economic initiatives in Turkey 
with an agreement in principle to provide up to 
$ I billion in suppl ier-type credits under a frame­
work agreement signed in 1976. Projects men­
t ioned in addit ion to the power facilities include a 
machine tool plant and a lignite-lired fertilizer 
pla nt. While the terms of the a&rccment were not 
a nnounced . the 538 million contract for the 
machi ne:- tool plant allowed 10 years for 
repa}ment. 

Ot .... MMIcIIe E ...... n c-nlrieo 

Bulgana. East Germany. a nd Poland signed 
,he ir lirst economic agreements with Jor~ 
which prov,ded for their participation in Am­
ma n', current live-year plan (1976-80). nder 
ea rlier general agreements. Hungary agreed to 
fu rnish assistance for agricultural. power. and 
port projects. and the USSR signed a S 13 million 
contract for rural electrilication. 

K"",,,i" $ S50 million missile purchase from 
the SSR .n April marked Moscow's first pene­
tration of the military market in the conservative 
Persian Gulf states. Initial shipments of Soviet 
FROG surface-to-surface rockets and SA-7 mis­
ilcs arrived in Kuwait late in July; the remain­

ing equipment is scheduled for delivery next 
year. Hard feelings generated by Kuwait's con­
cern over a possible Soviet technical presence 
a nd the slow delivery timetable_ however. may 
a ffect further transfers under the pact. 

Kuwait. also seeking (0 improve iL' nonali&ncd 
.mage In the economic sphere. signed a long-term 

SEC RET 

- 28-

 D
E

C
L

A
S

S
IF

IE
D

 -
 P

U
B

L
IC

L
Y

 D
IS

C
L

O
S

E
D

 -
 P

D
N

(2
01

2)
00

03
 -

 D
É

C
L

A
S

S
IF

IÉ
 -

 M
IS

E
 E

N
 L

E
C

T
U

R
E

 P
U

B
L

IQ
U

E



NAT 0 SEC RET 

- 29-
ANNEX I t o 
AC!127-D!575 

economic cooperat ion agreement with China . 
Pelrine probablY agreed to provide equipment 
and services for land reclamation. studied earlier 
by a Chinese technical delegat ion. Hunllary, one 
of tbe I11ClSI active Communist contractors in 
Kuwait. won a S2g million commercial bid to 
install 10 power Slat ions. This follows two years 
of active Hungarian bidding on construction 
projects and previous contracts for transformers, 
buses. and a vehicle assembly plant. H~ngary 
and Kuwait also are negotiati ng a trade agree· 
ment to barter oil for Hu ngarian industrial 
products. 

Negotiations on Kuwait's la rgest Comr.1unlSt 
dca l- a petrochemical complex in Romania­
limped to the end of a second year. Romania 's 
price for the plant', petroleum products has been 
a major stumbling block. Kuwai t has msisted 
that prices renect world ma rket prices, while 
Romania wants to subsid ize products marketed 
domestically (which will absorb three·founhs of 
the total output). KuwaIt would provide 49 per· 
cent of the financing for the S I billion project 
and sell Romania 160.000 bi d of crude oil for 
the facility . In return, Kuwait would gres> S20 
billion on crude sale.~ over :t 15·ycar period and 
S 1.8 billion for tanker servIces. 

Nortll Y .. __ took delivery in June of its firs t 
Soviet fi&hter aircraft in twO years- M IG·17 
and M.lG-1 5 fi&hter aircraft under a 1975 ailree· 
ment~espite Sana 's concern over Soviet inten· 
tiorlS in the Red Sea a rea . Sa na postponed pla ns 
to aequire more adva nced M IG·2Is, pend ing a 
Saudi decision on fin ancing Western fighte r> or 
transferring US F·5 fi ght ers from Saudi inven· 
tories. Even though eventua l purchase of MIG· 
21s cannot be ruled out. they could create long· 
term dependence on Soviet advisers and training, 
a situation the Yemenis would like to avoid. 

At yearend, SlNIlll I'e"",n sull had not erdnted 
Moscow's request for unlim ited use of airport , 
port, and naval base facil ities a t Aden. Earlier 10 

the year, the USSR had conciudt:d a S6 million 
contract under a 1972 line of credit for runway 
construction and improvements at ihe airport. In 
the Horn conflict, South Yemen had given the 
Soviets use of air and sea facilities for trarlSfer' 
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ring equipment and personnel and had provided 
Soviet equipment from its own inventories. 

Soviet innuence in South Yemen has grown 
throueh the IO-year, S200 million military rela­
tionship. Adell did nel accept a Saudi offer to 
help modernize South Yemen's *"ilita ry with US 
equipment and remain entirely dependent on the 
USSR for technical and logistical support. E"cn 
though South Yemen did not "go new a rms 
agreements with the Soviets in 1977. the USSR 
provided 520 million worth of arms under old 
agreements. 

The USSR will provide 10,000 bI d of c rude 
oil to Aden's only refinery, which upplies the 
Soviet neet in the Red Sea and Indian Ocean 
with petroleum product.>. Despite poor progress 
on economic aid projects, such as the Aden 
power plant, more Soviet asststance for oil Cltpl~ 
ration, fisheries, and a&ricultural development 
was promised South Yemen. 

China. whose 580 million economic develoJr 
men I program has had more economic results 
than Moscow's effort. completed su rfacing of a 
610-ki lom<ter road from Ma'in to Mahfad under 
a 1972 agreemc:nt. The new rrod opens up area" 
previousl) inacccs..,blc to veh Icle traffic. C hinese 
tech nicians 31,0 beg.n work on a fish· processing 
complex in Aden. 

South Asia 

Summary 

South Asian countries. with whom the USSR 
hod forecd its ea rlies t economic ties in the Third 
World. continue amonl: Moscow's leading ec0-

nomic and military aid clients. For more tb..n 20 
years India aDd Afghamstan have rel ied on 
Moscow for equipment and technology for their 
development efforts as well as lar,e-scale support 
for their military tablishmeDts. 

In 1977, the USSR provided the new Indian 
Government with New Delhi 's first major Soviet 
economtc development credit in more than a 
decade. together with a record mIlitary pac ge. 
The S340 mIll ion in economIc assistan e ca rried 
the most favorable terms the USSR has ever 
offered India and pushed total Communist ceo-
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nomic a id commitments to India to S2.7 bIllion. 
India's S600 million purchases of mili ta ry goods 
from the USSR brought Soviet mil ita r) comm it· 
ments to ew Delhi to 5) bill ion. 

The effect of Peking's SI billion economic and 
military program in Pakis ta n- C hina ', large,t to 

the Third World uld be eroded wllh Isla ma · 
bad's turn to France for military suppltcs umler 
iarge new arms contracts. For the lime bcIDg, 
Pakista n's suspicions of Soviet ties with Afghani· 
stan and I nd;., as well as st rong pro- Chine c 
sentiment among Pakistan's rul ing ellle . should 
pre.<erve Ch ina 's political innuence. In the mea n­
time. Bangladesh received its first ChIDese eCO­

nomic as."istancc si nce independence: . 3.5 well as 
Chi n= MIG aircraft as a gift. T he mllitar) 
rela tionship with Dacca began ID I Q76. wh en 
C hina provided spares for Soviet equi pment tha t 
was inopera ble because of lagging Soviet , pa re. 
deli veries. China and India signed thelT fi rst 
trade agreem~nt in more than two decades. and 
Peking made low-level overtures toward norm:.! ­
lizing diplomatic relations. 

Moscow's Firs t Aid Client 

In the 2J yea r since Moscow's first dId com­
mitment to AfghanistAn. the Soviet presence ha, 
become pervasive Despite Ka bu l's d("~l rc to ,bSl.>­

ciate itse lf with nona ligned countries. the LSS R 
continues as Afghanistan'S major source of eco­
nomic and mil ita ry ass istance. a n importa nt in­
spira tion for cultural and educa tional develor­
ment programs. and its principa l lradlflg partner. 
Moscow's deep interest in Afghanistan stems 
from the realities of geopolitics. namely Afghani· 
stan's location on the Soviet border and its 
nea rness to two a reas of Sovtet Interest. the 
Ind ian subcontinent arod the Middle Ea.<t. 

Sovtet security interests have prompted a lib· 
eral aid policy "niq ue to Afghanista n' 

Grants comprise a larger sha re of SoVIet a Id 
to Afghanistan than to a n~ ot her ThlTd 
World country . 

NAT 0 

• Repayment terms for credits are exception­
ally liberal . Military aid is usually dis­
counted by 75 percent and allows repayment 
ID 15 to 25 years at 2-percent interest instead 
of the usual 10 years at 2 percent. Large 
economic credits have a llowed up to 25 years 
for amortization after as much as 25 years' 
arace, with interest at 2 to 2.5 percent, 
compared with the usual 12 years at 2.5 
percent. 

• Debts have been rescheduled frequently. 

• Moscow provides commodities under credit 
to cover most loca l economic project costs, a 
concession rarely extended to other Soviet 
aid ra.;pients. 

A Soviet·!!";lt Mi~tory Establish_ 

Since 1956, the Soviets have supplied 95 per­
cent of Afghanis tan 's rllilitary goods. Deliveries 
tota hng more than S600 million have included 
MIG a nd S ukhoi fighter aircraft. medium tanks, 
surface·tOoai r missiles, helicopters, and armored 
vehicles. Even lhough the USSR has not signed a 
major new a rms accord with Af&hanistan since 
In ,. heavy deliveries we: c sustained in 1977 
under S50 mill ion of orde rs still outstanding. 
Afghanistan received AN·26 transport~ and 
SA· ) a nd SA-7 missi les. as well as field artillery, 
rada r. and ground equipment . 

Moscow con tinues to bear almost compiete 
responsi bility for support and maintenance of 
Afgha n weapons systems despite more than two 
decade., of Soviet technical assistance and lra in­
IIlg . The number of Soviet military personnel in 
Afghanistan has not changed since 1975-76 
when )5 Russia ns were present to carry out 
maintenance, assembly. and trainine functions. 
In addition. 650 Afghans were beine trained in 
the USSR at the end of 1977, brinllina the 
num ber trained si nce) 95& to ) ,700. 

Moscow: The Dominant Economic Portner 

Desptte US assistance of almost S500 million 
and AfghaDis tan's recent success in altractine 
about S900 mill ion of OPEC pledees (only S65 
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million of which has been dIsbu rsed}. the USSR 
continues as Kabul's single most important 
source of economic aid and it> principal trading 
partner. A 5425 mill ion credit. er-tended in 1975 
for Kabul's current Seven · Year Plan (21 March 
1976 - 20 Mar h 1983). account for one-third 
of tbe Soviet S 1.3 billion commitment to Ka bul 
and is Moscow's la reC>iI single commitment to 
Afehanistan . 

In 1977. the USSR allocated S60 million from 
its 1975 agreement for commodities to fi na nce 
local costs of a number of projects now under 
study . Work is expected to begin soon on a gas 
desulfurization piant, power a nd irriga tion proj­
ects, and scveral bakenes under the 5425 mill ion 
credit. Moscow also agreed in 1977 to build a 
512 million hospital compler.. a proJect that the 
U nited States bad turned down. 

The y"viet pro~ram n which Moscow has 
already delivered 5740 million of aid- has pro­
vided about one-half of the import requirements 
for project. under Afg han " tJn', four fi ve- ycl!r 
plans. Two-thirds of Afghanis!;! n's roatb and 
two-thirds of its eleclric powr.r capaci ty havc 
been built witb thi.> as>lSta n e. Th USSR bas 
constructed major airfields, developed an exten­
sive power transmission network. and put some 
40,000 hectares of land into cultiva tion. Moscow 
also has buil t scverul small industria l plants and 
developed Afghanistan'S natural gas industry. 
which now provides the USS R a lmost 3 billion 
cubic meters of gas a year through a Soviet-built 
pipeline. According to Soviet figures. Soviet-bu ilt 
plants accounted for 25 percent of Afghanistan's 
industrial output in 1976-77. 

No diminution of tbe Soviet economic pres­
ence is likely in the near future. The 1.300 Soviet 
tecbnicians are presently employed in mineral 
and oil and gas exploration: fertil izer production: 
and power. irrigat ion. and lra nsportation proj­
ects. We expect that addi t iona l Soviet technical 
specia list> will be requested as work progresses 
on two power projecls and dS a $600 mlll iun 
copper smel ting complex. now on the drJwing 
boards, gets under wa) . 
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Bangladesh 

Apprehension over Moscow's intentions con­
tlOUed to plague Bangladesh-Soviet relation la\t 
year despite $oviet resumption of spa res ship­
ments latc in 1976 and promp~ delivery of a ir­
craft under a $10 million June 1977 contract. 

Peking reacted Quickly to Bangladesh's appeal 
for spares ;n 1976 when Moscow held up orders. 
and in 1977 China allain responded to Dacca's 
needs II. ith MIG aircraft a nd P~-6 tra iner . 

The PRC also provided its firs t econom ic aid 
to Banglad~ ' h since independcn e m S50 
million of cred its for nood control and iITI~a li n. 
te xtile plants. a nd a 20_000-ton fertilizer pla nt 
for which engineering studies are a lread) under 
way. August contracts for eleclri al and agricul­
tural equipment probably come under the aircc­
ment. China a lso provided 10.000 tons of wheat 
under credit in 1977. China's previous aid to 
Bangladesh (when it was the eas tern wing of 
Po kistan ) was S I I million for an ordnan e plant 
a t Dacca and com:nodit ies. 

The S260 million Soviet proeram int roduced 
slOce Baniliadesb independence bas focused on 
tbe development of electric power, illS. and oil 
output. Deliveries for the GborosaJ power plant 
have been finished , and the elecl!icaJ madunery 
plant a t C hillallong is nearina completion. Fur­
ther gas prospecting will be in itIa ted soon with 
late-model Soviet drilline equipment under an 
agreement to aceelerate work at the unprov n 
Beg umga nj and Muladi gasfields. In contrast. 
projects under the 1975 S48 million rne of c redi t 
bave not bee~ initiated. and drawdowns on Soviet 
credits have been lu"ish. In facl, wheat sbip­
ments lotaling 80,000 IOns to the USSR - repre· 
senting two installments on the 1973 SovIet 
wheat loan--created a net resource outnow in 
1977. 

East Eu ropean activity last year was confin ed 
to Eas t Germnn a nd Hungarian contrac ts , each 
for S I 0 mIllion of railway equipme~t u nder 
existing credits . 
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Bangladesh has relied increasingly on non· 
Communist donors for most of lIS economic a,d. 
In 1976. for e:<a mple. disbursements from We t· 
ern countries and multilateral agencies exceeded 
S825 million. This compares with average annual 
Communist nows of SIS million. mostly from the 

SSR. 

Indio 

Reoffirmi"9 the Indo-Soviet Friendship T reofy 

Prime Minister Desai has rccogni7cd tha t 
Ind ia n interests would be: best served through 
close ties with the USSR despne hiS dc."rc to 
move his country back to a nonaligned pasnion. 
The mili tary supply connect ion with the L:S R 
has be:come the keystone in the Indo-So"lCt 
rela tionship. Since the early 1960s India ha. 
bought almost S) billion of Soviet hardwJfe and 
military manufacturing facilities. In the past fe w 
yea,.,. Moscow h ... < expanded the scale and 0;0-

ph lS tlcat ion of weapons it supplic.< India. Th". 
together wnh Moscow's rapid responses to "'''''P­
ons requests and Soviet relia bil ity as an Mms 
supplier. has cre~ted a close relat ionship th31 
India finds difficult to brczk off. c,'en though 

ew Delhi is attempting to divcrsif~ supplier,. 
India relies on the USSR for pr.ct icall) all Its 
externally supplied military equ ipment e.cept 
nava l vessels. A large portion of Indian officer< 
a nd mai ntenance personnel have be:en instructed 
in the ca re and usc: of Soviet WC:lJX>n~ . either at 
home or in the USSR . 

Cont inued heavy a rms purchases In 1977 and 
the first new major line of Soviet cred n to India 
fQr economic development in more tha n a decade 
demon trated Moscow's d<termination 10 perpet· 
uate the ties established with prcdeces<or Indian 
governments and ew Deihl 'S int ent IOn to main· 
tain the lin ks with the USS R. 

The year 1977 also sa w some movement to· 
", ard Improvcmcnl of Indo-Chinese rcl a llon~ 
The two countru:s signed their fir .. t tr:llk J~rt'c · 
ment since the lapse of commercial arr.lngcmcnh 

NAT 0 

In 1962. a first step toward rapprochement. 
which is still a long way off. 

Lorgest Military Deal Ever 

India's SbOO million purchases of Soviet weap­
ons a nd arms manufacturinll facilities in 1977 
IOcl uded a S5S0 million ag reement in february 
thai was New Delhi's largest sinille arms allrce· 
ment with the USSR. The accord includes 
licensed production of several hundred MIG-21 
bi aircraft on India. continuing Soviet assistance 
be:gun in the 1960s for developinll Indian defense 
ind ustries. Although OUlput of India's domesti­
ca lly produced aircraft has expanded in the past 
few years a nd a few Indian-desillned models 
( H f·24 Martu fighler-bombe:rs. for example) 
a re produced. the Indians have not yet developed 
a domestically designed Jc t engine for fillbter 
ai rcraft. The Hindustan Aeronautics limited 
( HA l) has be:en producing MIG aircraft under 
license si nce 1962: cxcept for imponed tur· 
bines. the company maMfactures the enllines for 
earlier MIG·2 1 models. HAL output (under 
Soviet license) and Indian imports of Soviet 
aircraft account for IOore than one-half of the 
fighter aircra ft in India's Alf f orce. 

A fu rtber agreement signed in June calls for 
Soviel delivery of advanced armored personnel 
ca rr iers. which had bc:cn exported be:fore only to 
Warsaw Pact a nd Middle E"'''t counlries. Mos­
cow- which sees India as the one power in the 
region capa ble of balancing the Chinese and as a 
po>sible counterweight to Iran's Ilrowin& strenllth 
in the region-continued to supply ew Delhi 
wllh heavy deliveries of adva nced weaponry last 
yea r. The record 1977 deliveries of S400 million 
accounted for 90 percent of India's military 
imports lasl year. Included were a numbe:r of 
importa nt first Soviet arms deliveries to the 
Third World. such as Nanuchka-class Iluided­
missile pa trul boats with SS-N·~ shon·range 
missile!'! 

Economic Relations UpgI"oded 

f he " PpolOtmcnI of new higher level officials 
!O .. he Indo-SoViet joinr economic ..:ommission in 
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September signaled Soviet and India n inter", t in 
extending economic collabora tion. The upgrad­
ing followed the extension of S340 million of new 
Soviet credits to New Delhi in May on the most 
favorable repayment terms the USSR has ev~r 
offered India (20-year amorti7.ation after a 
three-year grace period at 2.S-percent intercst) . 
Discussions of project assista nce arc already 
under way and include aid to the Jodphur 
alumina complex on India's cast coast, a 5350 
million project for wh;ch Delhi has long . ought 
Soviet aid. About S I 60 million of new credit., 
would be used for construCfion. India lepaying 
Moscow with alumina from the plant. 

About S70 million of 5460 million of aid sLill 
not drawn from old credits was also tentatively 
allocated for improving the technology in India 's 
coal and steel industries: a December 1977 proto­
col called for Soviet techn ical assista nce to help 
increase output at existing coal a nd iron mines. 
The protocol a lso eaJled for possible development 
of the Singrauli. Ranig3nji, and Jayant mines, all 
of which ha< been under discussion for the past 
two years. Cooperat ion was fu rther extended in 
protocols for (aJ expanding capacity at the S0-
viet-built Boka ro steel mill . (bJ $5 milhon worth 
of equipment to heI r develop copper mining. a nd 
(c) two trainine schools for the petroleum 
industry . 

India and Lhe USSR " Iso JrC proceed ing with 
plans to use Indian equipment for Soviet-built 
projf-.cts in third countries. Moscow bopes the 
arrangement will (a) boost Indian output in 
Soviet-built plants, which now operaLe below 
C'dpacity. (bJ relieve periodic strains on Soviet 
producers, and (c) <venl ually lead to integra ting 
some Indian production into the world socia list 
economy. New Delh i al ready has delivered coke 
oven batteric. to a Soviet-built steel pl an! in 
Bulgaria; similar equipment will go to Egypt in 
1978 for the Helw.n pla n!. 

Soviet- I ndian commercial ties were broadened 
by a four-ycar agreement in 1976 to barter 36.5 
million barrels of Soviet -owned crude oil for 
India n steel and olher products. Soviet - Indian 
trade in 1978 is expeoted to surpass tbe S I billion 
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1977 level by a lmost $200 million becaw;e of 
ea rly payment of a la rge part of the J.5 mill ion 
tons of wheat sLi ll owed on Lhe 1973 Soviet wheat 
loan. 

EaSI Europea n countries foll owed "Ioscow', 
lead in I 977 by expand ing their assis tan c for 
developing Indi,,'s public sector. Hungary agreed 
in JUDe to more than double the capacil) of the 
Hunlldrian-built aluminum plant a t Korba 10 

220,000 tons annually . Budapest also began 
prospecting in a petroleum concession a rea in 
Himachal Pradesh and signed smaller conlraL'tS 
to supply equipment for four clothing factories. 
whose cost will be repaid in output from the 
plants. Warsaw offered fIShing and cargo ships 
and agricultural equipment and is considering 
the import of ncw industrial iLems from India. 
Romania discussed expanded cooperation in 
petrochemistry, fertili zer production. and on­
shore and offsbore petroleum ri'filling. At the 
same time. Bucharest worked on correct ing 
fau lty design of the Romanian- built Haldia re­
finery. wbere lubricating oil production ;s run· 
ning at les than one-fourth of capacit_. 

Most East European countries also h.v~ dis­
cussed third-country ventures wiLh New Delhi. 
similar to those under way with Moscow Poland 
may be nea ring agreement on Indian-Polish 
cooperation in constructing suga r mtl ls in the 
Persian Gulf states. where India . has built up • 
large contracting bw;iness. 

Pakistan 

PaKistan views C hina as its most dependable 
supporter among the major powers and as a n 
effective counterw~ight to Soviet pressures. Pe­
king 's close relationship with Pakislan springs 
from a S 1 billion assis ta nce program. whicb has 
made Islamabad China 's largest Third World 
recipient of both economic and military assisl­
ance. Even though tbe USS R he provided more 
econo mic aid. three-fifths of China's assistance is 
provided as oULriebt grant.~ wherC'dS all iel 
aid must be repaid. Moscow bas bad to contend 
v: itb Pakista", suspiCIOns of the close Sm'iet ties 
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with Afghanis tan and India. a. well as strong 
pm·Chinese a nd pro-Western bia.es among 
Pakista n's rul ing elite. 

China' , Military 5<JppIier Role 

Despite the close relationship with Peking. 
Pakistan purchased only S 15 million In C hinC'e 
a rms in 1977 a nd military dci iveries from the 
PRC fell to S35 million from the S50 mil lion 
dciivered annua lly in 1975·76. Delivenes in ­

cl uded antiaircraft guns. tanks. jeeps. trucks. 
ordnance. spares. and support eq uipment. Over 
the past dozen years. the S440 million in Chinese 
arms deliveries had accounted for about th ree­
fo urths of Pakista n's total milita " imports. 
China also had helped Pakistan establish a small 
domestic arms- manufact uring com pie, 

C hina's posi tion as Pakista n's most Importa nt 
a rms supplier was jeopardized in 1977 when 
Isla mabad siined aireements for Western arms. 
Recognlzini the limitations on the a moun t and 
k.ind of equipment China could provide. Pa ki,ta n 
placed orders in the West for Mirage Jet fighters. 
assault helicopters. Pakistan's fi rst operational 
SA M system. and tanks. 

Static EcortOmic RekJtiom 

Pakistan has traditionally receivc.d mure eco­
nomic assistance from non-CommunI!!! t tha ll 
from Communist countries. Recent la rge a lloca · 
lions from OPEC nations have accen tua!cd the 
dominance of non-Communist COUnl rJ~ In Paki­
sta n's economic development : In 1977. Comm u­
nist aid disbursements comprised only 5 percent 
of Islama bad's total aid receipts. 

Among the Communist aid progra ms. the 
S570 million C hinese economic assistance pro­
gram has ranked second to Moscow's in money 
terms because of larie Soviet credit, for a steel 
mill . On the ot her hand. Chinas technical pres­
ence has outstnpped Moscow·s. with more than 
20.000 C hinese laborers workmg on C hma's 
most important project in Pakista n- the Kara· 
koram highway that links Pakistan wllh Chi na 
t·hrough the Himalayan town of Gilgll The road. 
which is being built at an estima ted co.,t of s~oo 
million to the Chincsc. was ncarin K complet ion at 

NAT 0 

yca rend 1977. China completed the foundry­
forge a t the Ta,i la mechanical complex in 
I 977- Chi na's only heavy industrial aid pro~t 
in the Th ird World- and work continued 00 

textIle mills. a stadium. a nd a fertilizer plant. In 
D~cember. Chinese geologists announced the dis­
covery of iron ore reserves ufficient to supply 
the two small iron a nd ' teel plants P.dking plans 
10 bu ild under a 1970 credit. 

• Despite Pakista n's close relationship with the 
PRC and its suspicion of So..iet intentions. 
Isla ma bad ha., recognized the constraints im­
posed on C hina's foreIgn aid capa bilities by its 
own lack. of development. In an important policy 
shIft in 19i I. Isla ma bad turned to Moscow for 
assi.ta nce in building the steel mill at Karachi. 
involving 5425 million of credits. which Pek.ing 
could not provide. By yea rend 1977. about one­
third of the equipment for the l.1 · million-ton 
plant had been delivered. a nd the I 98()'8 I sched­
uled date for full production at the complex 
appea red reasona ble. In December, Pakista n an­
nounced pla ns for signing purchase: contracts 
with Free World coa l and iron ore suppliers for 
fir ing thc fi rst bla..'t furnace in 1978. 

East European countries displayed a more 
JCllVC IOt c rc.~ 1 in Pak i~ta ni development projccts 
In 1977 

Romania a llocated S22 million in credits for 
a cement pla nt. probably under its 556 mil­
loon 1973 credit agreement. and completed 
expansion of the Ka rachi refinery. 

• Poland offered to set up a tractor assembly 
plant . followi ng the rescbedulini of Paki­
sta n's sma ll debt. 

• East Germa ny completed a 25.000-spi ndlc 
cotton textile mill under a 1974 contract. 

Oth .. s...th Asian c...n .. " 

Soviet considera tion of assistance for several 
light ondustriall'rojects in N~".I came to na ught 
last yea r. and " nly a n S8oo.000 iift for road­
bu ild ing machinery was extended. Work had 
be.en complet ed on all Soviet projects in 1973. 
and no new prOjects were Initiated. Despite con­
tinu ing di ffic ulties wllh loca l subeontractors. Pe-

SECRET 

 D
E

C
L

A
S

S
IF

IE
D

 -
 P

U
B

L
IC

L
Y

 D
IS

C
L

O
S

E
D

 -
 P

D
N

(2
01

2)
00

03
 -

 D
É

C
L

A
S

S
IF

IÉ
 -

 M
IS

E
 E

N
 L

E
C

T
U

R
E

 P
U

B
L

IQ
U

E



NAT 0 SECRET 

- 35-
ANNEX I to 
ACf127-b!575 

kine finished the S3.3 ;mllion nng road in 
March; work has not begun on the $80 million 
Polthara-5urlthet road. which C hina promised in 
1976. 

Communist initiatives toward Sr; Lub fell 
off in 1977. as Colombo tried to work out 
financial problems with 1M F assistance. China 
and the USSR. however. maintained their oper­
ations at irrigation and hydropower sites. a nd 
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China signed its sixth fi ve-year trade and pay­
ments agreement. A S 160 million trade protocol 
for 1978 with China incorporated the tradit ional 
ricc-rubber ba rter arrangement at recent I cvel~ 
(200.000 metric tor.s of Chinese rice for 49.000 
tons of Sri La nkan rubber) . Romania bid on a 
50 .000-ton soda ash plant. wit h associated power 
and water treatment fac ilit ies. which it probably 
will provide on long-term credits. 
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Table 7 
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