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ECONOMIC COi\-lfJIITTEE 

COMMUNIST A I D  TO THE DEVELOPING COUNTRIES 1975-1976 

Note by the Chairman 4 

Pqembers will find  attached  the  basic US 
contribution to  the  meeting  with experts on 16th June next 
dealing  with  Communist  aid to the LDCs. A first major US 
paper on Communist aid to the Third World in 1975 was 
issued on  16th  Novemberp 1976 as AC/127-D/542. An additional \ contribution  is  expected  shortly from the UM Delegation. 

(Signed) J. BILLY 

NATO 9 

1110 Brussels. 
This  document  consists of: 48 pages 
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Aid Patterns 

Soviet  economic and military dd, by #EU &e Bargest Communist program in  the  Third 

World, continued to reflect E"mw's international political  interests in 1976. while also 

)- %i cnhancing, its commercial  position. The Soviet venture  into Africa. MOSCOW'S readiness to 

- _  
\I' 

P ?  - I  

.. 

provide sophisticated weapons systems on favorable ten5 to  Peru,  and - accelerated .. . military 

and  economic aid to  Iraq  dramatized  again ~oscow's  use of aid in pursuing its foreign policy 

objectives in the  Third  World. As in most recent yean, military sales were the USSR's most 

powerful instrument.  The  value of Soviet military mmmitments was almost  triple  economic 

pledges. 

The Soviet political decision to establish a  strong  presence  in Africa was supported by 

large  military assistance  programs in Angola and Mozambique;  arms  and technical  essistance 

{including Cuban  technicians) to national liberation movemenis  in southern Africa; and 

continued military aid  to  Congo,  Uganda,  and Somalia. Moscow also provided most of these 

countries  with  small  amonts of economic  aid.  Other significant politically motivated 

developments  include: 

An expanded Soviet role in  Lima's mititar!, establishment as a result of Moscow's 

first sale to Peru's air force, which made Moscow Peru's principal arms  supplier. 

Unprecedented military support  to Iraq-possibly tc; guarantee a Soviet presence in 

the Near East-that made  Iraq Moscow's largest current  Kear East amrs client.  Iraq 

also received a new commitment of economic aid. 

Sharply  reduced arms  shipments to Syria in the second half of 1976 and failure to 

sign a new Soviet-Syrian military agreement for the first year since 1969,  because of 

Soviet displeasure over Syria's foreign policy. 

A continuing  embargo on arms  to  Egypt, after cutoff in mid-1975. 

_ .  

& 

At the  same  time,  the USSR used military and economic  programs to expand  commercial 

interests in &e Third  World.  Hoping  to  sharc more  heavily in the new oil wealth and to 

reduce unprecedentrd  global hard-currcncy deficits.  Moscou sought cad) salcs and often 

exacted harder terms thon before for economic  aid as well a! military'salcb. The large hard- 

currewy earnings and  additional assured supplies nf certain stratcgic raw niaterials have put 

Moscow actively into  thc  arms  merchant class. 
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1 iqp F ... 

I &ut  Germany and Czechoslovakia inaugurated  construction o f  a joint S6i milli 
b '  .;"! 

pump plant at Medea; 

/ 
&ut  Germany and Czechoslovakia inaugurated  construction o f  a joint S6i  mil 

pump plant at Medea; 

antractors  with waters from a major dam it is building  at  Mitidja; ,' 

a ~uqgary completed a technical school in  Oran, and Poland agreed 'to establish 10 

state  farms; % 

Romania  began delivery o f  petroleum rigs and designed a university center  in 

Constantine. 

China,  with  the smallest Communist program  in Algeria, a g k d   t o  construct a rice- 

processing plant  and several small  agricultural projects. 

Since  the  departure of the  French in the 19605, Algeria has relied heavily  on Communist 

technicians  not  only for project  assistance but also in administrative  and professional rolesJn 

1976 the  number of E a s t  European technicians rose above 4.100, while the number of Soviet 

technicians  remained at 2,500. 

Military Relations 

The U8SR moved rapidly to fill contracts under its record $500 million 1975  military 

commitment. Deliveries totaling  about $190 million included: 

0 Moscow's first aircraft deliveries to Algeria since  1974"jet  fighters,  which included 

the  advanced L version export model; 

@ Algeria's first OSA-II missile attack boa;; and 

A Polnocny-class medium landing ship. 
3 

' Deliveries may also  have included SA-6 surface-to-air missiles, believed to have been part 

of the half-billion-dollar deal. 

-The  number of Soviet military  technicians in Algeria (now estimated  at GO) will rise 

sharply  with  the  expanding high-technology  inventory and more  Algerians ,will go to the 

USSR for training. 

ANGOLA . 

Angola's new governme$  moved  quickly to formalize is new Soviet relationship  with  a 

Twenty-Year Friendship  Tréaty  and large contracts for additional Soviet military  supplies. 

Major   Mil i tary Aid Targe t  

To  take  advantage of the MPLA victory and Moscow's enhanced image  among  radical 

black African states, the USSR allocated the largest share of its black African military aid to 

Angola in 1976. New contracts  with  Luanda  totaled an estimated S170 mllion, 4 and 

shipments ($189 pillion) surpassrd- 1975 crisis levels. h.losco\v rcplr~ishrd stocks dcplctcd 
2.":" . I  r .  I .. 1 .  1 ? I .  . r . . I 1.  . . C .  t .  ~ 
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deliveries to Libya.  Iraq, and Algeria, all believed to be cash customers. An estimated 70 

percent of all new orders last year will probably  be  paid in  hard  currency or its equivalent. bS’qsdx 

As in e v e r y p a r  since 1970. m dales kept M[ascow’S trade with out of  the red  in 

3976 as w ~ l l  as providing it with B possible $1.5 billion of hard currenq. Such sales. which 

: h v e  accounted foi about a half of ~lrscow’l t a d  exports 00 LDCS tn some  recent years, 

underpin Soviet hade surpluses with the Third World. Preliminary estimates Bor 1976 indicate 

“&at bad it not been €or arm exports, the Soviet bade supplus of $1.2 billion  would have  been 

-a deficit. 

in contrast with  arms des. Soviet economic  aid has become a static program,  focused on 

a handful of recipients. No major n iw initiatives  emerged in 1976, and  the  $QWmillion  aid 

package  contained  no surprises. A few large credits went to M ~ w ’ s  txaditional dienh.   and 

once  again  the  program was commercially  slanted. Both the USSR and Eastern Europe 

provided  most of their aid in the form of trade credits,  which have shorter repayment p e r i o d s  

and carry higher interest rates  than  traditionally allowed under  development  agreements. 

Some  agreements-especially those with  Latin American countries-were associated with 

‘a 

c f ,  formal trade accords and were open ended. 
. ., . 

h Payments  agreements increasingly specified hard-currency  settlements, although  emnom- 

k aid still is usually repaid with raw materials  or from the  output of projects build undn the  

a id  program. Iran. Iraq,  and Syria, for example,  probably will provide  oil to discharge a part 

Qf their  obligations under  new Soviet and East European agreements, and credits to Morocco 
and -Tunisia appear designed to obtain access to phosphates. 

Economic aid continued  to  dominate East European  and Chinese  programs, although 

Chinese military  assitance peaked  in 1976 following record commitments to Pakistan, Zaire, 

and  Egypt. 

At the  end of 1976;LDCs had  taken delivery of about $30 billion of the $47 billion in 

Communist  economic  aid  and  military  mmmitments  made them over the past two  decades. 

The delivery figure is heavily  weighted by the  miltar), for which deliveries have been far 

larger and more rapid than for economic  aid. Nonetheless,  large  repayments of principal and 

interest continue  to erode the flows; by the  end of 1976 LDCs had rep’aid about $5.8 billion of 

their  debt principal. Repayments for economic  aid in 1976 were equivalent to about half of 

the $955 million in total Communist disbursements. In the case of Soviet economic aid, a net 

of only  about $50 million remained  after  repayments,  and Moscow’s former major clients- 

Egypt  and India-sustained negative flows. 

The Miltary Program 

A B a n n e r  Year 

Despite the recent cooling of Soviet relations with a number of favored clients, 

Communist military  supplies to the Third World rose to a near peacetime pcord in 1976. 

Massive arms agreements  reportd with  Iraq. huge new sales to  Iran,  and major new deliveries 

t o  Iraq and Libya pdteu’ Conmluttid mîlicary activities tu Itei~i11s rcncl~ed o n l y  in 13’73?ï4 
. _  

. . . . . . - . 
1 r .  ~ . I  
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moscow aawunted for about %Opepen?ent of the $2.6 bulion of new a d  and  of  the $2.5 

&Ilion in deliveries (See tables 1 and 2). China's $95 million  in agreements were a l m a  30 
p " m t   a b e  any previous F r ,  4th four a m  Afrlcan clients (Botswana, Ethiopia. khe 
a n t r a l  African Empire, and Rwanda) added to the roster. E a s t  European mflitary contracts 

&l1 to $80 million. their lowst level minoc 1870. 

@S9343 

- 
&ms deliveria m 1976 surged, as Mosanw rushedto f i l l  orders that  bave  accumulated as 

a result of heavy  commitments  that began in 1973. The near record was somewhat below 
expectations, however, because of Moscow's sharply  reduced deliveries to Syria in the last six 

months of 1976. 

PrDblems in Egypt and a faltering relationship  with Syria did not alter MOSCOW'S 

preoccupation  with  the  Middle  East/North Africa. Although this  area still claims the largest 

share of total  Communist  arms supplies, the  distribution is changing,  and the  more radical 
Arab  states  have emerged as major recipients. Thii shift has  advantages to Moscow in that 

Iraq, Libya, and Algeria am cash customers, wen though  they  may not serve the  same M e t  

' i o t m t s  as Egypt and Syria had before. Mowow alsobuilt a military presence in sub-Saharan 

Africa by consolidating Its position in Angola and  giving increased support to insurgent 

groups in southern Africa. 

The dollar values cited for military goods throughout  the  paper represent an  update  and 

revision of data previously used for Soviet arms exports and  agreements in 1972-75 (see 

appendix  B). Recent  information  on Soviet prices for major items of equipment,  and  the 

translation of ruble prices into current dollan. raised the  value of Soviet agreement  and 

deliveries during  the  four years by about 45 percent  on the average. Two thirds of the increase 

was due  to  estimates  ofhigher Soviet prices. 

Major   Cl ients  

.. 

The most significant development in Moscow's military diplomacy with LDCs in 1876 

was the cooling of the Soviet-Syrian  relationship The Soviets reduced the flou, of arms in 

second half 1976 and failed to sign a new arms accord for the first year since 196'3. showing 

displeasure over Syria's Lebanon  adventure, its closer ties t a  Egypt,  and its acquiwcence to a 

US role in Middle East peace  negotiations.  Although the $290 million in arms shipped in  

1976 surpassed 1973 deliveries, second half deliveries fell to  about $50 million 

Communists relations  with  other  major  Arab clients-except Egypt-wntinurd  apace. 

An estimated S1.2 billion Soviet agreement in principle  with Irog had previously been 

equaled  only by a  similar agreement with Libya in 1974. The new accord, together with 

delikeries of almost S300 million. propelled Baghdad into first place among current Soviet 

arms  recipients. East European countries sold about 8.50 million worth of arms tn iraq 

Aircraft to support Baghdad's modernization  plans bulked most heavil! in  Sovict-€art 
.L;,,,,,, ",,A , " - i , , , I  1 . . ,O nn e - 7  nn "-1 3 ~~3 LA,<. nr - 
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M e t  deliveries to &e& and Ubga a b  set records. Libyan  mxipts 'of sophisticated 

ed half a billion  dollars,  bringing W a l  

d e l i d e s  under the 1874 ag to more Bhen W million. Ageria's ~eoeipts of almost 

I .W million were part d a er phd in 1Q75 for equipment to hpmve Ats 

defense capabilites in the  Western  aha ara. . .  

. - ... . - Ldbya's military  establishment can neither  absorb nor maintain the vast puantities Of 
" 

ums that  bave deluged its inventories over &e past two yeam. Despite extensive  Soviet 

training of Ljbyan nationals--1,100 Ejbyans io &e WSSR and many more in Libya-Tripoli 

- d l  relies heavily on foreign technicians. ln  1976,850 Communist advisers were in residence 

to support Libya's $1.3 billion - Communist-supplied inventory. Tripoli  continues to stockpile 

a m ,  possibly for use by  other  states as well RS for its own defense. 

In 1976, Moscou1 also made  large sales to Iran, Peru, and  India. New Delhi is a $2.4- 

billion  customer and  Tehran's  total purchases are over the $1.3 billion mark.  The new  orders 

\.-: . included: 

* A ~ ~ r n ~ l i o n  order by  Imn'for  ground forces equipment, MoscoG's second  largest 

agreement in 1916 and ik largest ever with Tehran. 

.* A record $325-million sale to P m  that marks the first placement of Soviet jet fighters 

in the Western Hemisphere (outside of Cuba).  The sale  establishes Moscow as Lima's 

principal arms supplier. 

A $135-million Indian order  for MI6-21 BIS jet fighters to  compensate for the SIOH' 
production of M I G 2 l s  in India  under Soviet license. Meanwhile, deliveries to  India 

maintained  the usual levels of recent years and included "IC-21 BIS fighters, OSA II 

class guided-missile  boats, and surface-to-air missiles. 

Buoyed by its success in establishing  a  major presence in  southern Africa in 1975, Moscow 

moved  rapidly to sign new agreements with clients in the region. In contrast to commercially 

oriented policies elsewhere, favorable  financing terms  were undoubtedly offered new clients 

in  sub-Saharan Africa. 

The USSR's relationship with Angola was enhanced by a  Twenty-J'ear  Friendship 

Agreement, as well as commitments  to provide $170 million of military equipment to upgrade 

Luanda's military establishment.  The pledge was Moscow's largest ever with a sub-Saharan 

country. Deliveries to Angola-also a record for the-sub-Sahara-reached  almost $190 million 

under  commitments  made before and  after  independence  and  ,introduced new  weapons 

systems including jet fighters, modern  tanks, and guided antiaircraft missiles. Moscow also 

increased shipments of military equipment through  established African governments to 

support insurgent  groups in southern Africa. Mozambique, which had received plicdges of $15 

million in Soviet hardware almost  immediately  after independence in mid-1975, signed a new 

-agreement in 1976. In a surprise move, Moscow offered Ethiopia Iarqe credits  for 
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In  addition to the large  new deliveries of military  equipment in 1976, some 21,700 

Communist personnel were stationed  abroad to assemble and  maintain  equipment  and  train 

1-1 units  in the  operation  and  maintenance of the new  weapons  (see Table 3). Soviet and 

East firopean ttchnicipns"treditio~al1y accounting for about 80 percent of the total-wkre 

outnumbered by  the =,W Cubans, all in drica and the  Middle East. Their presence may 

Ax, support and fuel local insurgencies against established white governments. Cubans were 

most heavily concentrated in Angola, where an estimated 10,ooO were  assigned at all levels of 

--the military. An additional S75 were in other former  Portuguese  colonies end Q15 in Somalia, 

a i r t e a ,  end South Yemen, where the  hortagepf skills has handicapped  the  absorption  into 

inventories of recent large  Soviet  hardware deliverics.  According to rumors, Libya has 
q u e s t e d  a large  contingent of Cubans to help  alleviate its military  manpower shortage. 

Moscow's use of Cuban troops ns an  adjunct  to its military  supply  pmgram first received 

widespread attention  during  the Angolan conflict in 1975, when  up to 16,000 Cuban troops 

were deployed to MPW). forces in connection  with an airlift of Soviet military  equipment. 

Cuban personnel trained Angolans in  the  operation  and  maintenance of their  new Soviet 

.inventory, and  Cuban  Ambat  support was credited with  turning  the tide in favor of Soviet- 

supplied forces. 

- .  

Although the conditions of Cuban  military  technical assistance are  not known, the USSR 

has probably shouldered a t  least part of the  financial  burden. This p a y  have invlovled only 

transport costs, but it could  have  included subsistence and salaries as well. ln any case, there 

were savings to the LDCs because Cubans come  at possibly less than a  third of the price of 

Soviet or East European technicians. We  estimate  that salaries for Soviet and East European 

personnel  run as high as 515,OOO to $2O,oOO a  year each,  and  are paid for on a  current basis. If 

other allowances and costs are  added, this  figure might  be  doubled.  The use of Cubans 

probably also was calculated to have had fewer political and social rcpcrcussions. 

The  numbrr of Snvict and East Europcan nlilitary adviscrs in LDCs incrrascd 10 pcrccnt 

in 1976, \vhilc thc  Chincw prcscncc doclincd by more than 30 pcrccnt.  The largest incrcasrs 

wrrc in Angola, Lihya. Ugut~tlo, and  Iraq. Snvict mi!itary trchnical programs in Egypt und 

Syriu wcrc sharply curtailrtl. as nrithcr rcncwrd scrvice contracts  that expired. 

LDC Trainccs  i n  Communist   Countries 
.. - 
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given  in less developed  countries. Of the 2 , W  personnel that’went for advanced  training  at 

.Soviet instalhtions in 1976, h u t  &m hpPhs were from Afghanistan, Iraq.  Libya, Peru. $a 
Syria, and T a n z a n i a 4 1  Aarge clients 4 t h  -nt orders 01 deliveries d modem weaponry 

,&Table 4). Except for &e  Afghans. m& were trained to w m t e  and  maintain  aircraft  and 

air defense system wbich their oolintries %ad p u r c h d  under recent supply contracts. . 

W e  do not  have  information on hancial   arrangemenb for these  studies. However, civil 

.ir personnel  under  long-term programs in iunilar specialties are charged a minimum of %$O 

a month fur studies in electronics and 1,W foe aircraft  mechanics.  Rates for military 

oontracts-usually short term-might be Iw. Living expenses of a b u t  $250 per month  and 

transportation costs must &O be added. By the  end of P976 some 47.000 Third  World 

military personnel had  trained iz Communist  countries, more than bur Rfths in the ÜSSR. 

Economic.Aid 

Communist aid pledges  were apparently  more conservative in 1976 than in most recent 

years, although  our  estimates  probably  understate such commitments because values of some 

m m e n t s  are nut hm. At the end of W6.  ahe USSR was negotiating  agreements  with 

Latin American countries and  Indonesia  &at  could easily  provide $550 million in additional 

credits. 

T h e  $1.5  billion actually pledged  was half a billion  dollars below the  annual  average of 

commitments in the  five preceding years (see tables 5. 6, and 3). While Soviet aid 

commitments, which accounted for 60 percent of the  total,  maintained  the 1971-75 average, 

‘Eastern Europe’s commitments fell 25 percent.  Chinese  aid  dropped even more precipitously. 

Peking’s $100-million program was less than a fourth of the previous five-year annual 

average. Nonetheless, Chinese  aid  continued as the most concessionary program.  More  than 

half of Peking’s aid w s  given as outright  grants for cost overruns  on the  Tan-Zam  railroad, 

while  commodities and cash outlays (mostly to African countries),  absorbed another  fourth. 

Communist  aid deliveries of more than $950 million recovered somewhat from the 1975 

... 

slump,  although Soviet shipments  dropped  to only about $425 million. 

The Soviet   Program:  Continuing  Large  Agreements  with  Traditional  Clients 

c 

Arab countries remained  the largest recipients of Soviet aid, taking 95 percent of 

Moscow’s new extensions. Large  commitments  to these  countries  confirmed Moscow’s policy 

of selectively providing  assistance to countries with which  the USSR hopes to  expand or 

consolidate  political, economic, or commercial ties. Repeating  the  pattern of 1975, large 

agreements with  three countries (Syria, Algeria, and  Iraq) absorbed the lion’s share of new 

pledges. While all of these agreements  are expected to yield economic  bcnefits to Moscow, the 

three countries also have  long-standing political ties with the USSR. which Moscow is anxious 

to maintain. Moscow*’s $860 million in aid to Arab  statcs was dwarfed by thr $1.2 billion 

extended by OPEC nations. Soviet aid, mostly designated for continuing  drvclopment 

programs, included: 

. ,  ’ 
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Q' An estimated 1)300 million to Syria for continuing oil, irrigation, and power 

development. W9363 

Moscow's aid to sub-Saharan Africa generally  responded to the needs of former 

Portuguese colonies for technical assistance and infrastructure development.  Mozambique 

received pledges of aid for irrigation, mining,  transportation, port management,  the 

construction  industry, and public health. Smaller agreements with Angola and Guinea-Bissau 

-provided similar anistana. 

Eastern  Europe's  Expanding Busiaess Interests 

k t e m  Europe's 8!!&@rniIlion program,  which was spread  somewhat  more  widely than 

t h e  USSR's, w s  largely to support h a s t  European efforts to expand  machinery  and 

equipment sales in the  Third  World. Romania again 6et the  pace by allocating $200 million 

in Icyear  credits for construction of an oil refinery in Turkey. Czechoslovakia extended  a 

8100 million credit to Brazil for equipment purchases. Other E a s t  European  aid was 

distributed  among 10 countries spread throughout  the  Third  World. 

Meanwhile.  the USSR and Eastern Europe, anxious to expand their sources of foreign 

exchangr  financing,  continued to try to  attract f u n d s  directly from oil produwrs. Thesr- effort5 

were backed by vigorow  competition for commercia! contract  awards for heavy  industrial 

project$,  particularly in the Gulf Emirates.  Romania continued t o  negotiate for Kuwaiti 

financing for 49 percent of a 8I-billion petrochemical complex in  Rchania  ard a tl00millir1 ,.-_ 
cash  loan,  probably on near-commercial terms Kuuait  may have agrced to p l a v  $3(J million 

l n  Soviet bank5 duTing February di5cussions on Kuuaiti participaticJrt in  dorrlwtic Sovir! 

projects end  the use of Soviet contractors  in Kuwaiti-finanwd  Third-World PrfJJeCts 

Personnel:   Communist   Technicians 

.. 

The  Communist  twhnical prcwnce in the Third U'olrd YJaed from  le^ t h a n  wJ,cmJ i n  

3875 to 70.500 i n  1976, despite  a  25-pcrernl decline in t h .  number of Chincrw prwrrrrel in  

Africo after (hr. curnplction of the Tan-Zarn railrrlad (we Table 8). The total u a s  S H C I I ~  \:y 

an inflow of 4,700 Cubans.  mmtly to Africa. but more sigrlificantly b y  O drjuhltrq of thr. 

nurnbcr Of Fast Europwn technicians. A11 i n  all, 26.000 Ea.! EurfJp':arI wrJrked in I.DCs. 

inclldinp <nmP 12,wJ w v k i n g  in 1,ihyg Ur1rjr .r  c~tmmvrr.i;tl r * m t r y t <  
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.L 

East European personnel were concentrated In the  Middle hs te rn   and  northern African 

--.dl and phosphate p d u d n g  &tes &at c m  d f o d  tto p y  cash m &S equivalent. The 2.f 
-estimated 21,000 East European personnel working in these countries resulted in an estimated 

1- million Baow (Qt an menage Blnilauy wte d 015 ) cd hard cumcy or equivalent g a S  

'ta Eastrn Europe in 1W6. 
.__ . 

. - Almost half of &e Soviet' technicians W= csmntmted in Algeria, P r a n .  Irpq and Syria, 

where  major  new  construction projects are'starting. Afghanista India  employed  another 

'3,950. Rekindled Soviet inerest in subSaharan Africa brough 

Angola, Cuinea-Bissau. and Mozambique for a n  overall increase of&O in the  area. Most of 

&e new  penonnel were employed in administration,  public  health,  and  training positions. 

The WSSR is providing IO-year credits for techical services to Angola, although Moscow 

usually insists on cash for services not associated with aid projects. 

. .  

Moscow continued to provide services at  moderate c a t .  Annual salaries reported for 

project  personnel ranged  between $6,300 for skilled workers to $Il,oOO for chief  engineers. 

Bal& for personnel &patched under short-term contracts appear to Be higher-=p to 

$1.803 a month-and are  payable in cash. Charges do not  take  amount O€ local costs such as 
sousing, insurance, or tianspirtation costs which could  double the oost O€ these services to 

4DCs. Although salaries connected with project  assistance  usually are aepaid over %O to IZ 
years, oosts for contract employees  normally are  on a current basis. 

. -  

W e  cannot  estimate Soviet earnings from technical services be,muse information  on  the 

distribution of personnel between project aid  and commercial contracts is not  available. We 

believe,  however, that cash earnings in 1976 could have run as high ES $75 million to $100 

million. 

Technical   Training 

Onsite instruction continued to spearhead Soviet project  personnel training in 1976. 

According to Moscow, its domestic  training  activity  in  Third World  countries had yielded 

5oo.OoO skilled workers and 150,000 managerial,  administrative, aad research personnel for 

Soviet-built  projects by the  end of 1976. A11 major Soviet industrial developken! contracts 

now call for construction of permanent associated training facilities,  which guarantee a 

continuing  supply of skilled personnel for a given project at lower costs than overseas training. 

These centers are usually staffed with Soviet instructors for five or six years, until  teaching 

positions can  be filled with Soviet-trained professionals. 

Most of the 4,250 trainees who  went to the USSR in 1976 were from Near,East  and South 

Asian countries that  have  major  plants scheduled to begin  operations before  the required 

number of specialists can be trained domestically (see table Q). 

Although the USSR does not charge tuit-ion for training, LDCs must  pay about $250 a 

month prr penon for room and board.  plus  a monthly allowance eEd all transportation costs. 

On an  annual basis, thcsr charges are more than  double the  average wst  (about $1,ooO per 
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- academic training effort €or nationals d the Third W d d .  Tfre 7,900 new enrolleer incnotcd 
t h e  Third  World  student  population in Communist  countries to a record 36,450 (see table 10). 

mis represents a one-third increase In €,DC student places in USSR academic institufions and 

a doubling of E a s t  European  Third-World  student capacity in the p a s t  three years. 

S c h o l a n h i p  awards to Africans e w u n t e d  for half of the  total  program, down from 60 percent 

in earlier years. 

T h e  %)-year old academic  program  remained  the m a t  concessionary Communist aid 
effort in 1976. Soviet scholarships  provide all-expense training,  including  room,  board, h n g  

expenses, and transportation. In 1976 the program contributed  the  equivalent of $145 million 

of grant assistance, according to a Sovet cost formula of $6,500 per student  annually.  The cost 

per  student in  East European  countries ranges from $4,OOO to $6,000 annually;  many of the 

- students, however, have  traveled under private auspices 01 have been financed by heir & m e  

.governments. 

33y &e end of &e year, an estimateil 48,500 students had pepuppld from Soviet a d  &st 

Furopean training.  Their reception has been mixed. In many  countries,  Communist  diploma 

holders are isolated by deeply entrenched Western  influences,  especially s i n e  most LDCS 

accept  Western  patterns of education  and professional success as ideals.  Nevertheless,  most 

Communist-trained  students,  with  the exception of doctors, appear to be trained  adequately 

for the jobs they perform and  are moving into tesponsible positions, especially  in countries 

with  endemic skilled manpower shortages. In  Rwanda, Soviet university graduates provide 

bureaucrats for the  economic ministries. Even in anti-communist states such  as Bahrain and 

Oman, Soviet-trained  personnel have reached ministerial-level positions. We believe this 

trend will accelerate as broadening development efforts in the  Third World  require ever larger 

numbers of skilled personnel. 

I.. 
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' In its dealings with  traditional client  states, Moscow concentrated on maintaining access 

to strategic facilities (ports in Somalia and  Guinea  and aircraft landing rights in Congo  and 

Mali)  and  building  the  momentum of insurgent group activities in southern Africa. Buoyed 

by the victory in Angola, black nationalist forces operating  against Rhodesia and  Namibia 

hardened their  stance. against near-term  peaceful settlement,  and  threats of open hostilities 

..oyer wntrol of &e .F&Dcb Temitory d Afars and Issu escalated m the  date of Frendh 

withdrawal  drew  nearer.  Destablizing dfects of the Soviet a r m s  trade d s o  were evident in 

'heightened  tensions  between  Sudan  and  Libya  and  between Somalia and  Ethiopia. 

Meanwhile, Western-orie,nted African  governments such as Liberia, Ivory Coast,  and Senegal 

expressed alarm  about  the growth of Soviet influene  on  the  centinent. Some Westem- 

oriented states,  however,  moved to upgrade ties with Communist states. 

. .  

An influx of Communist personnel into former Portuguese colonies was spearheaded by 

S50 East European  administrative  and service personnel who replaced fleeing Western 

experts. Cubans  continued to move into southern Africa  in increasing numbers to train 

guerrillas and local militia personnel and in  somc cases to assist in economic dcvelopment. 

China m'as less active in  the political arena  than in the past several years, although i t  signed 

its first economic agreements with three small African nations  (Botswana,  the  Cornoro 

Islands, and  ,Sao  Tonw  and  Principr)  and  continued to providc  training and  support  to 

insurgrnt groups. Pckirlg maintaincd its lou.-kry cconornic programs i n  Africa and in 1976 

modr ncw comrnitmcnts of abnut $75 million, all to old recipicnts. 

Moscow's rrsponsivrnrss tocmnomic  and military needs in Arah Africa was rraffirmcd in 

1976 h y  nrrns drlivrrirs of S750 milliw tn Algrria and Libya. For tlrr srcond consrcutivc  ycar, 
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jJbya-Moscow's largest cash customer-received more Soviet arms than  any  other  Third 

world  client.  Shipments to Algeria stirred fears in the  Maghreb of a possible Algerian attack @593c/- 
a Moroccan and Mauritanian troops tn wapem Sahara. T h e  4iSSR &O made P -- 
dUon a m m i t m e n t  tu Algierr for an duminurn p h t 4  ~ealrd €or that Oountry-which 

*ether 4th $!jS d i o n  Q0 Tunisia a b d d  m ~ n  ~UUI 80 perant of MOSCOW'S 39'76 

- dfrican economic  commitments. .__.__l.__l._ .- - .. . _ _  .. . . . 

. .  

. .  

. ~ a s t  of the mt ~l Soviet economic okj arent to MoZambigue. b g d a .  GU-- 
B i u .  where Moscow sought to amsolidate Its presence. Despite somewhat  greater  interest  in 

economic assistance to sub-Saharan Africa, &e $O.million pledge to Somalia in '1975 was 

- Mosoow's largest to the area since 1969, and îb tropical African aid program still araounts for 

- 

&ss than 10 percent df the $12.1-billion global Soviet commitment. 

Algeria 

Soviet-Algerian  relations were strengthened in '1976 by Moscow's support for Algeria's 

position on western Sahara,  and Algerian cooperation in making  the Algiers airport available 

- during the .Angola nisis. Nonetheless, reports indicate  that  the USSR is demanding cash for 
Algeria's a r m s  purchases, as it has recently horn other prized customers. tibye is reported to  

%ave transferred  several hundred million dollan of cash late in 1975 or early 1976 to Algiers to 

pay for Soviet a r m s .  ". 

Economic  Relat ions 

Although Algeria's commercial and  economic ties remained more closely linked to the 

West. in April Algiers accepted a rewrd-size credit from Moscow. its first major  new  Soviet 

assistance  since 1971. The $290 million in lGyear ,  4-percent  credits were allocated for a n  

aluminum  plant  at  M'sila, on  which design work had aIready  begun at  the  end of the  year. 

The 140,000-ton  plaht -will also  include a 600-MW powerplant,  training facilities, and 

possibly a rail line from the port of Bejaia to  the construction  site.  Negotiations began almost 

immediately on plans  to  double  the plant's capacity when the first stage is completed in 1982. 

An Algerian-Soviet joint  commission,  which met in Januan ,  also suggested  consideration 

of Soviet assistance for a  heavy machinery  and electrical  complex, a dam, a steel mill in 

western Algeria, and a railroad. Late in the year Moscow announced  that it was studying 

possible construction of a number of oil refineries. 

* 

Until nou-, Moscow's most important  contribution to Algeria's economic  development 

has  been $300 million in credits for a 2-million-ton steel mill at  Annaba.  The 1978 target for 

capacity  operations at the  plant  may not ,be met because work on  a  blast furnace  and coke 

batteries fell slightly behind schedule 'in 1976. 

Although East European countries made  no new economic aid  commitments  to Algeria 

in  1976,  activitics undcr  the t500-miIlion  worth of development assistance  pledged Algeria in 

the past six years accelerated. 

- .  ~- - 1 - ~  L -  L- L . ! I .  _ L  'F! "1 ... !.L Fan 
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. .- - .. - 
Small Soviet economic  aid 'allocations to Angola were outshone  by East Germany's $10 

d i o n  donation of relief assistance. Moscow contributed half a million dollars of m.edica[ &59& 
.upplies and equipment and agreed PO I e y e a r  credits for training  enters, geological 
tsgijoration, und agricultural development, tbe  total value of which is not apested to d 
$10 d l i o n .  Bulgaria and Romania are studring  agr iculhd  and industrial projects, for 

which they may  extend credits. 

CHANA 
" - . 

SovietGhanian relations moved somewhat closer in 1976 4 t h  (1) the first  exchange of 

military  attaches in  more than a decade, (2) resumption of several Nkrumah-era Soviet aid 

projects, and (3) agreement  on  settling Ghana's outstanding  debt  to  the USSR. 

Some Improvement  in Military  Relations 

Faced  with problems in maintaining the effectiveness of its military and under pressure to 

update inventories, Ghana sent an  arms-purchasing mission to Moscow to discuss possible 

acquisition of tanks, artillev, surface-to-air missiles, engineering equipment  and  training, 

%utcontracts were concluded.  Delegation stopovers in Eastern  Europe resulted in a small 
Czech arms sale and a $&million Bulgarian  agreement  to  provide  small arms and 

ammunition worth several million  dollars. 

Economic  Relations 

I n  October,  Ghana  and  the USSR agreed to  abandon  the  bilateral clearing arrangements 

established in 1961 in favor of hard-currency  payments. The USSR agreed to resume activity 

at a concrete panel  plant, a gold  refinery, and a reactor for which Soviet equipment for these 

projects  was  provided before 1966. Moscow may now agree to reinstate an  estimated $60 

million  in expired crediks for new projects. 

China's  small,  but effective,  agricultural  program is dominated by the 013-million Afife 

irrigation  project, which is being  built under $42 million  in reactivated credits. China  also 

signed a commercial agreement  with a private Ghanaian firm to construct  a textile plant. 

Hungary,  having  completed a three-year study of Ghana's bauxite reserves,'is studying 

participation in aluminum industry development.  Romania agreed to  study possible 

assistance for a brick and tile plant, a cement factory,  road construction,  and  urban 

development, possibly under  an old $&million credit. 

d 

GUINEA . 
Soviet interest  continues  high in Guinea. Conakry continued to give Moscow access to its 

airfields, oil storage, and  naval facilities to support  the Soviet's growing  military operation in 

southern Africa, in  return for Soviet military deliveries totalcd almost $10 million last year. 

Cuba  maintainted  the largest foreign military  presence in Guinea (over 300, compared 

with a total of 75 Soviets and East Europeans). Most of the  Cuhans workrd on military 

mnstr l t r t ion nlthnllnh nhnllt 75 were assicncd to the  national  militia. as prrsidcntial 
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i ,  

33conomic 
- -593 

Friction over &e price Moscow pays Guinea For bauxite persisted throughout  the year  

’. and after preliminary  agreement in August, negotiations were resumed in December. M-W 

amoved a maior source of dissension,  bowwer.%y a g r e n g  to pay i b e  Guinean export tax on 

- Kindia  bauxite-almost $12 million due on past i m p o r t s .  The  outstanding  total d l  be repaid 
\$ - -*“--, with Soviet equipment,  but  Guinea ma,: credit future tax payments  toward reducing its debts 
J, to the USSR. Some 90 percent of Kindia’s annual  production of 2.5 million tons g m  to the 

USSR, half as repayments on  a $92 million construction  loan for the Kindia facility. 

Meanwhile the  USSR continues a srna!! program 3f technical =sistance for agriculture, port 

development  and geological surveys. 

Although work on Chinese projects was not  disrupted, Peking’s political  relations with 

Guinea have not recovered from the  falling  out over support of the Soviet role in Angola. Two 

“#ishing trawiers were delivered in July under B 1972 Chinese  credit.  Technical assistance 

continued for agriculture, port development, and a match  factory  built with Chinese 

assistance. 

b 
F) 

Guinea  maintained a low profile  in its relations  with East European countries. Trade 

with these counties  continued  the precipitous  decline that began in 1974 and was aggravated 

by Conakry’s cancellation of bilateral  clearing agreements with them  in 1975. Romania 

agreed  to  study gold, uranium,  and iron ore reserves in Guinea.  It did not, however, agree to 

finance 3,300 tractors (valued at $20 million) under  an $80 million 1974 credit, nor to provide 

assistance for a petroleup.refinery  that Bucharest considered to be of doubtful viability. 
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LIBYA 

-3jbyan President  Qadhafi’s ’December visit to Moscow promoted a further warming of 

&e Sviet-Libyan  relatiomhip.  While M m c c ~  vieups the  Libyan  connection as a means of 

putting pressure on Egypt, it also values Libya as m important cash customer. Discussion of 

further Soviet arms deliveries topped  the  agenda a i  the  December  meeting,  and Libya’s 

continuing  requirements for technical assistance and  training remived  priority treatment. 

East  European  contractors,  with 12,850 penonnel in the  country,  accelerated  development 

activity in 1976. 

- 

- A Major Soviet Arms Client 

With  arms deliveries totaling $550 million in 1976, Moscow worked off about  half of its 

1974 $1.2 billion agreement with Libya. Receipts in 19ï6 included MIG-23 fighters, TU-22 

medium bombers,  surface-to-air and. SCUD missile systems, naval  craft,  and a n  array of 

modern ground  equipment. I n  P(ovember,Tripoli joined ?he  elite  group of Soviet military 

clients  (Iraq,  Somalia, Algeria, Cuba,  and  India) to receive the OSA II class guided-missile 

patrol  boat. East European deliveries accounted for an  additional $25 million of equipment. IL?, d.,?;& “F ?P,(. C ’& 
. f# 

r ‘  

i 

Qadhafi has made  the  Libyan  armed forces the most heavily equipped in North Africa. 

Although  Libya  has’ilready received more arms  than its military can  absorb,  substantial 

amounts remain to be delivered under  the 1974 agreement.  The rapid  growth in Libya’s arms 

inventory  has not been matched by an  equivalent  advance in the  number or capability of its 

personnel. The  undermanned, poorly trained  Libyan  military  remains  ineffective as a combat 

force  and is unable  to  maintain its modern  weaponry. Libyan purckases have, given Moscow 

a windfall-cash payments a t  full list price. Moreover, at least anothcr $15 million  accrues to 

Moscow annually for the services of its 800 technicians stationed in Libya, About 200 

Libyans also are  training in the USSR. 

Economic  Relations on the Upswing 

I , I  

During President Qodhafi’r Moscow trip, thc USSR agreed to construct $I-billion worth 

of projects in  Libya,  probahly all for cash.  These include a  nuclear powcr station  (a project 

that has bccn undrr discussion for several ycars), a  600-km gas pipclinc from Brrga to 

Misl1rnt:h to supply a  proposrd 1.7-million-ton iron and stecl complrx, a unifird powcr grid. 

and tllrrc major  training  centcrs; the USSR also agrrrd to formulntr LI 25-ycar  natural gas 

dcvrlopmrnt  plan. l’lw USSR hod-qrrcd prwiouslv to construct an  atomic rrscarch crnter 

ncar Tripoli (on \r,I~ich work  hnrl IwKm by year’s end)  ond  had  signrd p $!?!?-mjl)ion contract 

to install  twn powrrlinrs  hrtwcrn Tripli nnd outlying clp,ric.ultllral arcm. 
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)S billion, 20-year agreement,  the largest the USSR has ever negotiated  with a Third World 

-try. Nor was a Soviet offer to construct a m  million powerplant al Mohammedia  acted 

011. Nonetbeles, It .was agd that haoscqw should  continue geological prospecting and  the 

annual on-for-citrus barter g r e e m e n t , - d i c h  tailed h r  a M-percent inCrcase in Soviet oil 
rhipments in 1976, was r e n d .  . 

-D3 

- -. . . .. 

Rabat's  relations 4 t h  Eest European  countries ~flected the stability of their trade 

&tionships. Poland,  one of Morocco's major phosphate  markets  and its largest Communist 

hding partner,  signed a protocol continue assistance to the chemical  and  transportation 

&OK. Czechoslovakia  provided a line of credit of unknown  value in May for complete 

plants and possibly technical s e M c e s .  Power, sugar,  cement.  and textile plants  were 

mentioned as possibilities for Czech  financing.  Romania  began port development at  Nador 

under a 1976 agreement, possibly a commercial accord,  and Bucharest and Rabat agreed to 

joint ventures in copper development. 

An estimated 975 East European personnel were working under  contracts  in M o r m  

during the  year. Bulgaria  provided 300 doctors, teachers, veterinarians, and agricultural 

personnel  and  Romania 400 technicians .for development work. Chinese technicians began 

preliminary work on a sports stadium near Rabat,  China's  only aid project in Mor-, being 

% I t  under a $%-million P g l j  d i t .  

MOZAMBIQUE 

Following a decade of Communist political and  financial  support,  the  revolutionary 

government of Mozambique  has  continued to rely heavily  on  Communist  aid  since 

independence in mid-1975.  Although the  Communists were slow to  provide financial 

assistance, they sent  some . .  625 nonmilitary  technicians  to fill the  technical  gap left by the 

.departure of Western s&cialists. The 250 Chinese  and  North Koreans worked mainly  in 

agriculture, 100 Cubans surveyed Mozambique's  sugar estates, and 275 Soviet and  East 

Europeans were employed BS doctors, teachers, agricultural technicians, and administrators. 

T h e  USSR provided further guarantees of reconstruction aid  under a June  agreement. 

Contracts for iron ore,  coal,  and bauxite surveys were signed, and Moscow agreed to dispatch 

irrigation  experts, harbor pilots, and transportation and  cement experts. 

Mil i tary 

Communist  countries increased their commitments of men and material following 

Mozambican President Machel's call for help in defending  Mozambique against  Rhodesian 

cross-border operations.  About $10 million worth of Communist small  arms, ammunition, 

antiaircraft artillery, and  armor, a sizeable share  consigned to Rhodesian  insurgents, was 

delivered. New supply  agreements were signed with the USSR, but their  values are  not 

known. 

The influx of Communist-- personnel was heavy  throuehout the vear. allnwine 
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W 37dLJ 
Soviet military  and  economic support and I large contingent of Soviet personnel have 

given Moscow a n  important foothold in  Somalia  and  the use of a naval base and  airfield,  and 

7 

..;M fadlitis on the Bed Sea . . -. _.  
. -  

. . .. . .. . .  

New Military Agreements irn PIB78 
. .  . .  .. 

. ... . 
A $2@rnfllion Soviet a r m s  agreement will expand Somali's naval inventory by 4 MOL 

- dess patmi h t s . - T h e  new accord b o u g h t '  Moscow's lotai mllltary commitment t o  

- §odia-&e kgest Soviet a m  dient  in Black Africa"to 8305 million. The USSR V t e d  
- 

x 

-&e high delivery h l s  of 1975, with  shipments valued at  $50 million in 1976. 

Moscow's heavy,supply  operation in the past  several yeaes and its continuing heavy 

technical assistance (at least 1,OOO), spread  through  all levels of the military. have  enabled 

Somalia to  develop  one of the most formidable  fighting force in sub-Saharan Africa. ,Many of 

the  personnel are  stationed at the port of Berbera, where  the USSR has a naval missile- 

handling facility,  repair  facilities, and a drydock. 

Economic Relations: A Smaller Effort 

.. - - . -. - Gonfident . that t h e  momentum of the military supply program and 1875's ~ecord $6@ 
million  commitment €or ecoonomic  development  would sustain economic relations. Mascow 

was not responsive to Somali requests for development projects. Its only new aid to k m d i a  in 

3076 was a W-million gift of corn. 

The most important project underway is the  Ciuba  dam, which will generate 5,ooO kw of 

electric power and irrigate 8,300 hectares of land when completed.  The project, however, will 

never live Up to its advance billing as "Somalia's Aswan Dam,"  with only $19 million 

allocated  to it and work continuing  at a  snail's  pkce. The 1,ooO Soviet economic technicians 

in Somalia  provide  medical and ministerial advisory services, give assistance to  the fishing 

industry, install oil storage tanks at Somali ports, and furnish support to problem-ridden, 

Soviet-built food processing plants. Soviet personnel are also helping  settle 130,000 nomad 

refugees from  drought-stricken areas  into fishing villages and agricultural  settlements along 

the coast. Moscow is providing this  assistance under a $14-million grant portion of the 1975 

agreement. d 

' The USSR also contracted to provide $9 million of its 1975 credit for mineral  prospecting, 

including $4 million for commodities to finance local costs. East European countries and 

Cuba were hcreasingly visible in supporting Soviet objectives. Bulgaria,  Rom'ania, and 

possibly Hungary signed agreements for possible project assistance to  Somalia. Bulgaria 

already is providing  assistance for tin mining  and East  Germany maintains  the largest East 

European presence through a police training  program.  Arab states  pledged $265 million in 

development assistance to Mogadiscio in 1976,  in hopes of weaning  Somalia away from  the 

Soviets. 

Meanwhile,  China  continued  the unobtrusive  support that has won it praisc from Somali 

officials. In  June, a 360-km srction of thr Belct Uen-Buruo  Road. h i l t  undrr a 1971 credit, 

was oprnrci to traffic. Thr  gio-km robd projrrt w i l l  h a w  drawn $67 million from Chinese 
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SUDAN 

The thaw in Soviet-Sudanese relations of late 1975 was nversed in July when  Libyan- 

supported dissidents, ukng W e t  an&, Wed to overthrow the Numayri regime. T h e  abortive 

. coup bUowed Mosuw'sgift of MIC jet f i g h t d e  first Soviet a i m a l t  to Sudan since the 

Wil coup  attempt in whkh the  WSSR was also implicated.  Sudan is now pushing ahead with 
plans to modernize its military establishment with Western arms financed by Saudi  Arabia. 

Xhartoum demonstrated its cOncem oYer future Soviet influence 'by refusing to allow 

some  students to go to the USSR for training.  Khartoum  and M m w  did, however. sign a 

contract in October to continue a Soviet manganese  and iron ore  survey under a small 1869 

d i t  that had already  financed other mineral surveys. 

China, whose economic assistance  program has  earned it the highest marks among 

Communist  donors,  accelerated activity under $82 million in credits extended  in the early 

1970s. Early in  the year, Sudan  announced  that  Chinese geologists had discovered oil in 

comnlercial quantities.  The  Chinese also completed a  section of the  Wad  Medani-Cedaref 

Highway. which was opened t o  traffic. In May a textile m i l l  and  conference hall in 
Khartoum were inaugurated. 

TANZMU 

Tanzania  continuedfo shift its dependence for military  supplies  from China to the USSR. 

China  scrambled to maintain its waning influence with  deliveries of jet trainers,MIG19 

engines, small arms,  and antiaircraft guns.TheUSSR supplied SA-3 missiles to Dar es 

Salaam-the first provided a sub-Saharan African country. A part of the Chinese and Soviet 

deliveries were for insurgent  groups  opefating out of Tanzania.  CoGrnunist military advisers 

in Tanzania also  helped train such groups. Although the number of Chinese fell significantly 

during  the year, the Soviet presence was augmented  and  supported by the  Cubans. 

" 

The USSR's military presence in Tanzania, which  accelerated in 1974 with an air  defense 

deal,  apparently  stimulated interest in economic cooperation-a marginal effort until now. 

The USSR signed  a July  agreement for a $24-miIlion hydropower  project at Kiwira Falls, for 

which at least S10 million will be drawn from a 1966 Soviet credit: 

Wrapping  up five years of construction  activity 0x1 the  Tan-Zam  railroad,  China  handed 

the systrrn ovrr to the  Tan-Zam Railroad Authority  in July  and  announcrd that it would 

absorl~  S56milli(m in  cost ovrrruns. This brought Prkir~g's contribution  to  thr projrct to 8475 

million. W i t h  ahout n fnurth nf Tan-Xnm's 1'3,000-ton-a-d;ly srldulrd frright cspacity 

rtrrrrntly f~cir~g carrictl. thc raiIrclad is raring transport:ltiorl hnttlcnccks in 2aml)ia  causrd by 

ciosurc o f  routcs through Angola and Rl~ot l rs iu .  Cllina allwrtl 1.000 r a i h c l  tcdlnicia$s t o  
. .  
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semain  in  Tanzania for another two years to assist in operations. maintenance.  and  training. 

Some  Chinese that had worked on  the milroad were shifted to iron and c o a l  development 

work and to building a spur  line.  Meanwhil  phasing out Chinese assistance, 

+til reaat ly  OQ mf%t -* Bs mllll ist  mOumE5 -for 

. .  . .. . . ." . "::_ _- ..-~. .. . , ... . .. ; . . . 
. -  

-er AIrim d2PmMes .-.:7>--7i. ,-:-:--.. ;.-"~""~~""..:"i. .~ . , . .. ."-.i;:-_ . . ... " . . . .  . . .  

" Benin join& the-ranks of Afri&n.dpienB of Communist  mnitary d d  in 1976. Early in 
- & e  year, *e V S S R  promised %enin deliveey 6f b q Y A A - 8 0  let hansports  presumably for 

ser4ces rendered Che Soviets in the  airlift to Angola and a second Soviet agreement provided 

d l  arms rand ammunition a t  half 'the  market  price.  North Korea and Czechoslovakia also 

.'~pplied small  amounts of infantry  weapons  and  ammunition. 

Mocow signed protocols to implement B 85.3-million eredit,  apparently  extended  in 

1074, all&ting 82 million to gmlogical research. Other projects under  'study  include 

establishment of a bus system and fisheries development.  China  completed a rice project, 

which it took over  from Taiwan  in 1973, and  began work on  a sports complex and  an 

experimental farm under a 1972 $44 million credit.  Romania signed an economic  agreement, 

%ut the temiare not k n o w n .  
.-  ". . - . .." . .. 

" 

-Soteuwmo, in a major po!icy switch, conduded Its f i s t  Communist  economic and aooord 

in 3976. A brn d Chinese  technicians,  which arrived in September to m s  Botswana's 

development needs, will be followed by  commitments to specific projects. Credits for 

agriculture  and  light  industry  probably will Be made available. 
O 

The Cape  Verde I I h d . 4  signed a general economic  and technical  cooperation agreement 

with  the USSR in November, its fint  with a Communist country. 

The Centrul Ajricun Empire's resumption of diplomatic relations with China in August 

was followed by agree6ent to reinstate economic Peking's economic  program will initially 

involve agricultural  and  medical technical  assistance projects that  Taiwan  had been 

operating.  Romania,  the  only'Communist  country  with ongoing projects, increased its joint 

participation in lumber,  mining,  and  cotton ventures by $20 million. The USSR's large 

technical service program (with 165 teachers,  doctors, and ministry-level  advisers) was 

criticized for not being  eipanded. 

m 

Congo'e role as Moscow's principal  staging  area for Angola brought Brazzaville and 

Moscow closer together  in 1976. Early  in the year Congo received its first MIG fighters from 

the USSR, probably  part of an October-1975  arms accord. In June,  the USSR signed an 

agreement reportedly for additional MIGs, and air defense  weapons.  Despite closer ties with 

Moscow, Brazzaville is being careful  not to alienate  the Chinese who  have provided about 

$10 million of military aid and $70 million of economic  aid  commitments. 

Chod signed its second  military agreement  with  the Soviet Union in two years, a $5- 

million occord for ground forces equipment.  Much of the  equipment was received by the  end 
- ,  p of thr )'car and  includrd  132-mm rockrt Iaunc>crs, pcrsonncl carricrs. mortars. artillcry. and 
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The Comoro Z s h d  signed a n  agreement for economic  and  technical  cooperation  with 

China in June,  making Peking the first Communist  nation  to establish formal  economic ties 

.dth the island nation. The visit of a &noran trade  delegation was followed by a Camom 

-*it to Peking ia September t o  anange'for  commodity  imports  togenerate local €un& €or 

-r03&3 

. - . -  

 je& ruader Lhe agnx3nat " -. . , ..-. "L.%_ :y_ " 

. .  , . -  ~ _ . " I _ . _ . . , . . _ . _ . _ ~ . . _ . " . . -  - . - .. "_ .. .. .. 
. . . . ,~. . -  . , 
" " . .  

-Pn E q w t o t i d  Chisea, the  number of Chinese Is e x e d  to Increase when  construction 

-. begi on a power  station and transmission lines that  China agreed in May to build under a 
" 

$%million 1991 d i t .  
. _ _  _.  - "". --..-._ ._. . .. . . l___l_ ~ _._" . ... ~ 

I.. 

M m  extended its first economic assistance to ~uinea-Bi8sou in  September. a $13 million. 

=-par interest-free credit, allocated partly to bauxite  development. T h e  agreement also 

puvides $3 million €or commodities. The USSR had previously given Guinea-Bissau a 

m,ooO fishing trawler as a gift. 

The  zwql C a t ,  moving toward greater balance in international relationships,  signed its 

first Communist  economic  cooperation agreement with  Romania in June.  The general accord 

c a l l s  for cooperation  in  agriculture,  forestry,  mining,  and  other industries, possibly on a joint 

venture basis. An lvorian trade  delegation visited several East European countries and the 

USSR at midyear. 
. . .  . .. . . . . 

X m y a  has shown receptivity 10 a l n e s e  offers a n d  'is studying a Chinese  proposal to 

supply  under  mDevelopment Frogram auspices equipment  and  technical expertise  €or 

textile plants, a rice mill, a brick plant,  and a small  hydroelectric plant. 

Pro-Western Liberiu moved gradually to enhance its African and  nonaligned credentials by 

upgrading relations with  Hungary  and  Cuba.  Monrovia also planned  to open discussions on 

establishing  diplomatic relations  with the  PRCwhile trying to  obtain  Taiwan's  guarantee 

that  it  would  continue its $2 million to 3 million annual  funding of agricultural  and 

veterinary  projects. "A. Romanian joint venture for rubber processing-Liberia's first 

Communist project-was completed  and similar joint ventures for a  tire plant  and  agriculture 

were being  planned. A 1974 Soviet proposal to build a port and  technical school has not been 

acted on. 

Madagascar's radical socialist government still relies on Weste; suppliers for most of its 

arms,  but  new  Communist  economic  and military commitments in 1976 helped move it closer 

to Communist  countries.  China reinforced its position as Madagascar's  largest  aid donor with 

a $21-million, year credit for 30,000 tons of rice and with contracts  under its $55 million 1975 

commitment for a sugar refinery,  a farm  implements  plants. a  porcelain  factory,  a model 

farm,  and  improvements to a 150-km road for all-weather travel between  Tananarive  and  the 

port of Tamatave.  In  addition to a Soviet gift of a MI-E helicopter and a  $1-million 

agreement for small arms and  ammunition, Moscow moved to provide  personnel and 

equipment for a merchant  marine school, for the University of Tananarive,  and for geological 

surveys agreed to under a December 1975 accord. Soviet technical  personnel also studied 

possible IO-year credits for prrfahricatrd . -  housing. a cement  plant, a flour mill, a  hydropower 
_l". ~ - >  ."I ~ .. 1 .. t . .. 1 . I  * .. . -  
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mationalkation in June.  Romania's bid loor partidpation h B chemical fertilizer plant  at the 

- T a m a t a v e   r e € i n e r y , . h e r ,  w a s  prot a ..Madagascar mld Hungary to drew up plans 
" 

botmite and durnina developmeipt. 'x \ 

~ :\ ___I_ . - - . .  
.- -. - - . - 

. _. . . ,. . I 

. .  
. . ., . -. 

/ 
i i WaZi r e c e i v e d  sophisticated a h a h  h t h e  &st m e .  ~€lect ing Soviet boltwcst b 

. . . . . . . 

I 
, '  .' "maintaining access to Mdi's military support iadlities hr its mehern wfrican wenturn. . 

i * %vious!yM1G-%ls~bed b e n t h e  m a  advanced %craft inMali's  bventory.TotlowingThe 

visit of Mali's  Minister of Defense to M o m  late In August, &e USSR airlifted MG21 

fighten. Moscow had already bind Malians  to'sbpport land operate  the planes. Although 

the USSR and  China  have  each delivered a h u t  the  same  amount of economic  aid ($65 

million) over the  past 15 years, China has played a more active role in  Mali's economic 

development, especially in  agriculture. In 119'96, China agreed to build a third  sugar mill a t  

.. . 
( \  

4 

1 , 

Sikasso and to expand a recently completed Chinese-built rim mill at  Swam. Peking is also 

aontinuing as $8.8 million  expansion of the  Chinese-built textile mill a t  &ou and has 
installed  new equipment for Radio  Mali. Moscow's only  active project is the gold mine a t  

Xilana, 'for which the USSR has provided $17 &lion in adits. . . . I . 
/ 

A Nigerian delegation  went to Moscow in December  to resume negotiations on Soviet , 
, ,  

participation  in  the Ajaokuta  steel  mill, which was opened to  international  bidding earlier in , 
tbe  year  because of the  inability of the two sides to reach agreement. Nigeria awarded , :%' 

Moscow a $137-rnillion contract to act as general contractor for W km of oil pipeline. 

Moscow already has solicited Western bids for design work and  pumping  stations;  about 700 ( .  r .  

Soviet personnel will direct  Nigerian  subcontractors,  Poland  agreed to a four-month , / 
geological  survey,  which may draw on a $24-million 1971 credit. In 1976 some 101) Chinese 

personnel  provided  technical  assistance to rice projects, water-well  drilling and for a  small 

. industrial  training center. This  activity is governed by a 1974 technical assistance agreement, 

i i  

'\ 

. I  

ï 

t 

'1 p 

\ 

. ' \  
provisions of which were never announced. I '  L 

Rwanda accepted its first military  aid from China in 1 9 7 6 $ 1  million worth of small 

am-all delivered by year end. About 300 Chinese were workingin  Rwanda on  economic 

aid projects, funded, by B 1972 $22-million credit. They  completed most of the $16 million * 

Kigali-Rusomo  road and will finish the remainder  early in 1977. Chinese  technicians also 

worked on  developing rice strains  and  turned over to  Rwandan  management a rice project at 

Kigali, which was completed in 1976. Moscow~ has concentrated  on a  scholarship  program, 

and some of the  graduates  have  gone  into Rwanda's finance,  agricultural.'and  planning 

ministries. Work  has not yet started on the hospital that Moscow is scheduled to build  at 

Bujumba. 

. , , - i 
I 

/ 

/ / i  
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1 >; , < 
. .  ,y, :' 

Tome 4 Principe signed P .general agreement on economic and technical 
13m~ 

" o o o p e r a ~ n  4 t h  the USSR mottex, a i r  Lowe a n d  M 4 t h  China ~ o . ~ t i v i t y  - - . - 

... m noted under either agreement - 

- .  

".... .. . - .. - - . ;, ' . ._ . , . . .  . . . .. - . . .. ".. 

&mg onCumrnunist  natiom7or m m  supPoit t o U X  development mm. 
d&d new agreements wito! Poland aod Romania in 1976. Pdand agreed to d e  $35 

-lion hi fisheries assistance  over a l @ y e a r p e r i o d .  917 million of which be docated for '_ 

%awlerS. refrigerator boats, and port and processing equipment. Romania's agreement was for 

. - ~ p e r a t i i o n  in mining. tadustry. and rural development projects, but no d i t s  are known to 

k v e  Been provided. China, d l  the d y  active  Communist  donor  in  Senegal,  mntinued 

wmk on .dams, rice projects, and an athletic  stadium  under a 1973 Wbmillion d i t .  

- 

Siem Leme signed its first fisheris  agreement with the USSR early  in 1976. Moscow 

4 1  provide research ships and  trawlen as well as training.  joint vent& €or fish processing 

industries may be arranged  later.  China  completed  the  Mangeh Bridge and a stadium a t  

Freetown under a 1971 $40-million  credit, and  turned over eight agricultural stations it has 
"+&&++M in -h .ow*. :" :- -. . :. :.:;-i..i .:: : . " 

- 2- 
. .  

. .  Tuplisi0 at midyear received its € i t  military  equipment From a Communist  muntry 

under a lB75 Chinese accord For artillery light-machine guns, rifles, antitank weapons, and 

possibly two coastal patrol  boats. Earlier  in the year, the USSR promised Tunis its first new 

economic  aid in  almost a decade. The $55"llion  commitment will be used for dam  and 

irrigation  projects and expansion of the Soviet-built  technical institute  in  Tunis.  Commodity 

shipments allowed under  the credit should facilitate construction by generating local funds. 

Czechoslovakia also extended  new 10-year c rh i t s  totaling $30 million  for equipment 

purchases. 
-," . 

Uganda received 10 MIG-21 jet  fighters  with  spare  parts  from the USSR in  1976 as 

replacements for MIGs damaged or destroyed by  the Israeli raid on Entebbe in July. The 

deliveries probably  include  the  major items in the $24-million Soviet arms  deal signed last 

fall.  The deliveries presumably brought  Ugandan inventories, back to their  preraid 

complement of 25 MIG2ls .  

Upper Volta took over the Kou Valley rice project from China early  in  1976. The 250- 

hectare project, -for which Peking assumed responsiblity from the Republic of China in 1973, 

had been financed  under a $48-million credit. Late in the year, China agreed to  build a 

cement factory and a road under credits remaining from the 1973 agreement. 

Zaire and  the USSR signed their first general  economic and technical assistance 

agreement in December, as Moscow moved to repair the  damage to their  relationship created 

by differences over Angola. Details of the  agreement were not announced.  Romania, Zaire's 

only active East European  development  partner, established  a new joint company in  1976 to 

operate  agricultural projrcts. 
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: .maintain% Mdi's mit:!: - w w  .e7 es for I t s  rautbern African ventures. 

Previously MIG17s had been tht * A.ft in  Mali's inventor)..  Following the 

Mt of Mali's Minister of Defenst , . . .~ - . August, the USSR airlifted MIG-21 

fighters. Moscow had  already trairt- .. . . . . . 3rt and  operate  the planes.  Although 

&e USSR and  China  have  each de!.rered about t h F  same  amount of economic aid (m 
million) over the past 15 years, Chimi has playad more  active role in Mali's  economic 

development, especially in a g r i c b  lo e, Chin; agreed  to  build a third sugar mill a t  

Siasso and  to  expand a  recentlp compktd @hinese-)?dt rice mill a t  Sevare. Peking is also 

continuing as $8.8 million expac.iori of the C' i l ,  wilt textile mill a t  Segou and h a  
installed new. equipment for Radio  Mali. Mmoow's ouly  active  project is the  gold mine a t  

'Xahna, Tor which the USSR has provided $17 milliov in credits. 

A NigeriM delegation  went tr, R3oxmv m I)ec r.,:ber to ceSume negotiations o n  Soviet 

.participation in the  Ajaokuta  steeldl,&wes operd to international  bidding earlier in 

the year  because of the  inability of &e trip, sides t c  reach agreement. Nigeria awarded 

Moscow a S137-miIlion contract to act as general Lwtractor for 800 km of oil pipeline. 

Moscow already  has solicited Westem bids fm desigl w.~rk  and  pumping  stations;  about 700 

Soviet  personnel wil l  direct Nigerian subcontract01  Poland agreed to a four-month 

geological survey, which may  draw on a $24-m&on 1 3  credit. In 1976 some 100 Chinese 

personnel  provided  technical assistance to zice p- water-well  drilling and for a small 

industrial training  center.  This acti.. ::! i: &L\ rrr .:! h; . 3 Ï 4  technical  assistance agreement, 

provisions of which were never a d .  

. 

Plwondo accepted its first military aid from Chia :I 1976-$1 million  worth of small 

arms-all delivered by year end. About 300 Chinese v VC workingin  Rwanda on economic 

* aid projects, funded  by a 1972 $22-niI!im credit T!: : 3mpleted most of the $16 million 

Xigali-Rusomo road and will finish I . n 1977. Chinese technicians also 

worked on  developing rice strains an. 3an management a rice project a t  

Kigali, which was completed in 1' 'rated on  a  scholarship  program, 

and  some of 'the  graduates'  havc e . .  . . . ince, agricultural.'  and  planning 

ministries. Work has not yet sta& m +he &spital t '  'doscow is scheduled to build at 

Bujumba. 
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I Y was noted under either agreement.. . 
I 

'> ', / 

\ 
I j 

:. . .. .. - 
=g& calling  on  Communist  nations For more support t4Dc development programs. 

w n c l u d d  new agreements  with  Poland  and  Romania  in 18 6. Poland agreed to provide $35 

adlion in Fisheries assistance over a 10-year  period, 917 mil i; ion of which will k allocated for 

bawlen, refrigerator boats, and port and processing equipment. Romania's agreement WBS fo: 

Fooperation  in  mining,  industry.  and  rural  development projects, but  no credits are known to 

have been provided. China, still the only active  Communist  donor in Senegal,  continued 

wvrk on  dams, d m  projects. and  an  athletic  stadihm  under a 1973 W m i l l i o n  d i t .  

l 

- /  
i 

/ 

I '  

Sierra Leone signed its First fisheries agreement  with  the USSR early  in 1976. Moscow 

will provide research ships and trawlers as well as kaining.  joint ventures for fish processing 

industries may be arranged  later.  China  completed  the  Mangeh Bridge and a stadium a t  

Freetown  under a 1971 S40-million credit, and  turned over eight agricultural stations it has 
'established in Che awntry. 

Tuniah at midyear received its first military  equipment from a Communist  country 

>, under a 1975 Chinese  accord for artillery light-machine  guns, rifles. antitank  weapons,  and 

p s i b l y  two coastal  patrol  boats. Earlier  in the year, the USSR promised Tunis its first new 

economic  aid in almost P decade. T h e  $%-million cdmmitment will be used €or dam  and 

trigation projects and expansion of the Soviet-built J echnical  institute in Tunis.  Commodity 

shipments allowed under  the credit should  facilitate construction by generating local funds. 

Czechoslovakia  also extended new 10-year  credits totaling $30 million for equipment 

purchases. 
-,?. . 

. Ugandu received 10 MIG-Pl jet fighters with spare  parts  from the USSR in 1976 as 

replacements for MIGs damaged or destroyed by the Israeli raid on  Entebbe in July.  The 

deliveries probably  include  the major  items  in the $24-q1illion Soviet arms deal  signed  last 

fall.  The deliveries presumably  brought  Ugandan inventories, back to their  preraid 

complement of 25 MIG2ls. 

Upper Volta took over the Kou Valley rice project from China  early in 1976. The 250- 

hectare project, lor which Peking assumed responsiblity from the  Republic of China in 1973, 

had been financed  under a $Wmillion  credit.  Late in the year, China agreed to build  a 

cement factory and a  road under credits remaining from the 1973 agreement. 

Zaire and  the USSR signed  their first general  economic and technical  assistance 

agreement  in December,  as Moscow moved to repair the damage  to their  relationship created 

by differences over Angola. Details of the  agrecment were not announced.  Romania. Zaire's 

only  active East European  development  partnrr, established  a new joint company in 1976 to 

operate  agricultural projects. - _ _  
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and technical assistance continued a t  several experimental fanns, a sugar plantation and 
.mfinery, and a haspkal. Conshrction of the 3 milli,qn People’s ?alace,-bing provided PS a 

,grint, went Porward. China’s influence as a development mdel remained strong, even 

though Zaire’s deteriorating econ&ic situation forced the  government to rescind sorne.of t h e  

more radical “Chinese-like” nationalization measures instituted  after Mobutu’s 1974 MP to 

China.  China  became Zaire’s principal Communist arms supplier  with $15 million worth of 

tanks, artillery,  support  equipment,  ammunition, and naval vessels, but  Communist  military 

supplies still comprise less than IO percent of Zaire’s total annual arms receipts. 

Zumbia shared  equally  with  Tanzania  in  the S 5  million of Chinese  aid to cover cost 

.Bvemns on the  Tan-Zam railroad. With railway construction  completed, most of the large 

contingent O€ Chinese workers will probably work on NA development schemes and on the - 

srenje-Sarnfua road, being constructed under B 1974 agreement.  Little other Communist 

activity tu01 place in  Zambia in 1976. The USSR continued work on diesel powerplants  under 

e 1969 credit. Czechoslovakia  completed geological surveys in  northern  Zambia  and 

continued  copper  prospecting  around  Lusaka.  Romanian  development of Zambian  mines 

under a $50-million 1972 agreement was slow, presumably because of depressed world 

demand  and low prices for metals and minerals. Romania also formed a small joint venture ’ 

with a government  company  to develop c o p p r .  Zambia  concluded a single military 

agreement  with a Communist supplier during the year, a small accord with Moscow for tanks 
. .  

. and armored vehicles. T h e  bulk of the equipment was delivered in 1976. 
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EAST ASIA 

" - =.. "eommunist --&ut Asian cnmtac%s expanded dn N76, as both &e USSR ind China 
. p u r s u e d  bmader  wmmerciaf Pies *th businessmen in t h e  Begion and Moscow Iought new 

. 'port hdities a, mpprt Its T* &%Et. . . . -. , . -. ' ' - . i 

x. .- 
. .. . . .  'Tonga and Papun New Cui= were among the island nations  that received Soviet offen 

h p m  rport and fishing faaities in return ior Sei4ice.s ta tbe k v i t t  neet. W a t m  Samoa 

signed  an  economic assistance agreement with Wtna that eventually h a y  provide credits. 

Moscow's most dramatic  overture was B $33(#Fmillion offer to Indonesia For a 6 0 0 , oOO- 

ton alumina  plant  on  Bintan island. T h e  10-year nedi t  would  include a three-year grace 

period and caw 7-percent interest. Ttz plan:  WOU!^ supp!y the Asahan a!uminum sme!tet, 

being constructed by  the  Japanese,  and still allow 150,000 tons annually for repayment of the 

Soviet loan. Moscow also offered to construct associated two powerplants at a cost of $120 

million. 

" -.. 

- . ..,, e 

Malaysia  fended off Soviet  development offers  because of concern Over possible 

-1-iubvemon b y h i e t  technïdans. Malaysia's demands Bor lenient terms €or the $80 million 

- -  Tembeling dam project at Pahang closed discussions on the project. Kuala h m p u r  a b  

"turned down a Soviet offer of an  auto assembly plant.  The  fate of a Soviet bid on a %0"W 

._ 

. .  

powerplants is not known. - ... . 
Establishment of Soviet-Philippine diplomatic relations and  the signing of Manila's first 

trade  agreement with Moscow had little effect on their  economic  relations in 1976. The  trade 

agreement calls for settlement in convertible,currency and  mentions possible Soviet credits to 

be negotiated separately. Moscow's oFfer to construct  storage facilities for a new. joint fishing 

venture in  return for fishing rights was ignored, as was its request to construct bunkering 

facilities  near Manila.  Hard  bargaining with Romania  produced  a $5 million credit for trucks 

and other vchicles. and  China  continued oil sales under a 1974, five-year agreement. A 

Chinese-Philippine committee was formed to  help redress the  trade  imbalance which in 1975 

was more than $20 million in China's favor. 

Singopore'r first joint fishing company with the Sovicts (Marissco) started operations in 

1976. Thr n m p a n y  plans to build proccssing and storngr facilities q t  Jurong to accornodatc 

the Sovirt  flrct's Soutl~rast Asian catch. Tllc nrw facilities would make  Singapore the largest 

fish prtwssor i n  t h  area. Singaporc annclur~crd  that i t  \r.ould almlish thc srrvice  ctlargc  on all 

Chinrsc ilnports and proposrd an ngrrrmcnt  to put tl~cir  trade on an official basis f o r  thc first 

titnr.  SiIlplporc I~opc*s ~ I K I I I  1 1 1  inrrraw ill ChilIrsr ortlvrs will stimlllstr Singctporc's dcprcscwl 

s h i p ~ ~ ~ t i ~ d i ~ ~ g  industry. Sinpapurr also sipnrd nn npcrmcnt with Ronlatlia f o r  a joint 

comnli\siotl to  study incrrasrcl rconomic  rxrhangrs. 
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LATIN AMERICA 

Summary 

Moscow moved to exploit h e  t a t i n  American arms market with offers in 1976 to 

Axgentina, Colombia, Ecuador, and Venezuela. WhUe  none of these deals was consummated 

during the yea r ,  the  Soviets made lmpartant inroads  into Peru's market to h e  h ' s  

principal  arms  supplier. A @SrniIlion order by the Peruvian a i r  force-Mmcow'r first sale of 

a i m a h  to Lima-pushed Soviet sales to its only h t m  American  customer (outside of Cuba) 

to almost $550 million. - . .  

The Communist  economic  program  in  Latin America retained its commercial  thrust as a 

means of cutting recent billiondollar  trade deficits with the area. Last year, the Soviet - Latin 

American  deficit alone  topped $850 million. Communist countries  have sewed notice  that 

failure to redress the  huge  imbalances of recent years  could  force Communist grain and f o o d  
buyers into  other markets. As a followup, they offered $300 million in trade credits to Latin 

American raw materials  suppliers in 1976. Some $175 million of new agreements were signed, 

despite  Latin America's traditional.preference for Western machinery  and  equipment  that has 
left 31.5billion of previous Communist credits unspent. Communist officials hope that  credits 

wi l l  be drawn on as tbe deficits of major Latin American  traders persist with  the rest of the 

world. 

Open-ended  trade credits,  for which limits and terms have  not been set, were the  only 

kind of Communist credits  provided in 1976. 

Peru signed an agreement with the USSR that  could result in  commitments to 

finance up  to  a third of Peru's $300-million Olmos hydroelectric project. 

Mexico  signed  general economic agreements with all European  Communist states 

except Hungary  and Bulgaria. The  agreements  included Polish aid for coal 

development. 

Bolivia and Peru also were offered Polish aid for coal development. 

Chile  and Peru promised aid for their petroleum  industri& by Romania. 

Argentina 

Trade  continued  to  dominate Argentine-Communist  relations in 1976 as Soviet trade 

went  farther into  the red with  larger purchases of Argentine meat  and  grain. East European 

countries also ran huge deficits  with Argentina because of grain  purchases  required to offset 

the effects of the  European  drought. As part of a Soviet drive to balance its trade  accounts, 

Moscow offered  assistance to fisheries and coal mining,  and  submitted a bid to participate in 

the $%billion  Parnna Medio hydroelectric  project. These were turned down as Argentina's 

new,  more  conservative  government  began to question the wisdom of expanding  thr  already 

substantial Soviet involvement in  Argentina's elrctric power development plans. The 

governmrnt also resisted Soviet prmsure to rxpnnd imports thrnlIRh thr wr of oprn-rndcd 
1 * . "-. 
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Work progressed, however, at the §alto Grande  and  Costanera  plants  under  oontracts 

signed  the year before. These together with  contracts already signed for power  generators at 

-_San  Nicolas  and Lujan de Cuyo bring &e value of contracts  under t h e  1974 openended 

d i t  to $175 million. T h e  go-slow attitude a h  affected h t  European  economic da t ions ,  

with continued deliveries  of Romanian equipment %O the  state  petroleum  organization the 

o n l y  aid activity. 

--Colombia 

W 9 3  F3 

. ._ 

Offers of Communist assistance to Colombia  approached  the $200 million mark  in 1976, 

following Bogota's announcement  that I t  would welcome association with  the  Council for 

-Mutual  Economic  Cooperation (CEMA). Until  tben  Colombia  had received less than $25 

million  in credits h m  this group of countries. 

Moscow made  the largest offer-assistance for oil development,  transportation,  and 

public  health as well as a $14O-million equipment  credit for the $4WmiIlion Alto Sinu  power 

project.  The 10-year credits probably  would  be provided under a March-l975  agreement,  on 

which no credit  limit bad been placed. Y, 
. - .  . 
- " 

'East European  activity was spearheaded by a $Wrnillion E a s t  Grman equipment 

.- credit,  apparently  negotiated  late  in 1975, and by Polish and Romanian  general  economic 

cooperation  agreements.  Financial  details  on  the  latter  agreements were not  announced. T h e  

September  pact  with Warsaw calls for assistance in building a sulfuric acid  plant,  sugar mills, 

and textile plants. The  Romanian  agreement, reached after two years of negotiations, cal ls  for 

joint oil field development  and coal  exploration. Colombia  contracted  to  buy $21  million 

worth of buses from Hungary. Czechoslovakia  agreed to extend the period for drawing  on a 

$8million 1971 credit. 

Peru --. . 
The Soviets are moving to improve their position in Peru, where  they already  have a 

substantial investment. Despite  the shift of the Moralez  Bermudez  government away from a 

leftist revolutionary  line, Moscow signed major new military  and  economic  agreements in 

1976. Military agreements totaling $325 million in 1976  gave Peru biz-ten-rank  among Soviet 

arms clients and gave Moscow the  ranking supplier role in Lima's defense establishment. 

First Air Force  Purchase 

Lima's  order for 36 Soviet supersonic  fighter-bombers (SU-22s)"Peru's largest military 

agreement  with Moscow and its first  or?er for jet aircraft from the USSR-raises Peru's total 

arms purchases from the USSR to at least $535 million, all since March 1973. 

Before 1976  Lima confined its arms purchases  in the Soviet Union to sophisticated land 

armaments  and helicopters for  the  army.  The navy continued to reject Soviet offers and is 

. /  reported to hove turned  down missile boats and  short-haul  aircraft. 
I 

Lima's aircraft  purchases were concluded  despite  mnsidcroblc concern over increasing 

Soviet involvcment in Lima's  defense estoblihmen\. The decision was affrctcd by favorable 
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Yearend ø ports of possible a i r  defense equipment  (radar .and mobile surface-to-eir 

ahiles)  orders were not confirmed.  Unconfirmed rumors  also indicate  that Peru purchased T- 
lEfe tar&  (Mascow's most advanced export model, pceviously sold only to Middle Eastern 

-untries and Afghanistan) for delivery d y  in 1977. . ' 

-=W 

. . .  

-Economic Relations Accelerated . -  

I" 

Clearly designed to close MoScow*s large trade d e f i i t m t h   P e i  ($85 million in 1976), a n  

.monomic  agreement signed in November provides IO-year c r e d i t s  at 4 to 5 percent  interest for 

amlimited  purchases of Soviet goods. The fmt  contract  under the agreement was for electric 

generators for the  Olmos hydroelectric project, which  eventually could absorb more than $100 

million in Soviet financing. Credits also may be drawn for constructing a steel plant a t  Nazca 

and a machinery  and  equipment  plant at Arequipa,  both of which a r e  currently  under survey. 

Meanwhile, Soviet technicians  are workirig at  the  Paita fishing  complex and  the  Andean  fuel 

storage project under a $25 million 1970 credit, two thirds of which has already been used. 

fate in 1976. Hungary agreed to provide equipment  for  some  powerplants  under the $60 

million  still  outstanding  from  credits  extended in 1972 and 1974. New agreements 4 t h  

Bulgaria,  Czechoslovakia, Poland, a n d  Romania -11 $or f&er w e  of  $90 million in &l 
credits 

China  agreed  to provide  irrigation equipment  under a 1971 $42 million credit  reinstated 

late last year. Peking also agreed to  import $5ï miIlion worth of metals  and  fishmeal  and to 

sell $23 million of rice and kerosene. North  Korea signed its first trade  agreement  with Peru, 

reportedly valued at $180 million, for the  purchase of copper  and copper concentrates 

through 1980. 

Venezuela 
"7. . 

Venezuela and  the USSR signed their first economic cooperation agreement in 

November. An oil switch deal, signed at the  same  time, calls for delivery of Venezuelan crude 

to Cuba in return for equivalent Soviet supplies to  Caracas'  WestJuropean customers. If 

consummated,  the deal will reduce transport cost substantially. At the  end of the  year, 

quantities  and prices of oil to be exchanged were still under  negotiation. 

Venezuela received offers of economic and  technical assistance from several Communist 

countries  during 1976. Romania offered to construct  a  railway  network, a cement  plant,  and a 

soda ash plant  and tried to attract Venezuelan  investment for a  petrochemical  complex in 

Romania  to be supplied by Venezuelan crude. In  July, a Soviet delegation discussed 

assistance for developing heavy oil deposits in the  Orinoco region. A Polish technical team is 

currently  studying possible assistance for reconstructing  coal ,mines in southern  Venezuela. 

OTHER LATIN  AMERICA:  BOLIVIA, BRAZIL, and MEXICO 

A Soviet agreement in March 1976 extendcd IO-year credits  bearing intcrcst up to 5 
-.."-...L A.. D-I: . . : -  K-. -~  LI .... * -* . . . _. 
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allocated $7 million. A second  tin plant  at  Marchamarca, also to be financed from the 1970 

credit. now Ras the  go-ahead  signal. Moscow agreed  to provide a powerplant for a $120 "SCi3F5 
mitlion lead and silver ifoundry a t  htcssi. dthough &e attent ~f tbe USSR's involwement is 

. not clear.  Poland  began work on B $5 miIlion sheet glass factory  agreed to ;In 197,tand signed 

new long-tenn  trade murd economic  moperation agrwments, with assistance scheduled for the 

oaal and  chemical  industries and for transportation.  Romania sold Ir#xlmotives nnder a $16 

million commercial  agreement signed h August, and Czechoslovakia  Began  work on a $2 

-- million iron &y foundry  under a 3975 agreemmt4_ " ._ . . 

B r a d  received the  second largest k t  European  medit in 1976, 8100 million h m  

-Czechoslovakia to finance  equipment  purchased. Brazil's relations with Communist  countries 

are confined largely to trade,  and failure to eliminate  the large Soviet and E a s t  European 

deficits ($385 million for the USSR alone in 1976) continues to cause friction. Communist 

countries tried to  expand  machinery  and  equipment sales on credit, and some East European 

countries  threatened to reduce he i r  commodity purchases if Brazil did  not increase its 

knports.  Poland was successful in concluding a barter agreement for the exchange of $3.2 

b i i o n  of Polish coal for Brazilian iron ore over the next four years. Brazil also agreed to trade 

. ... t o n  ore €or East  'Ceman chemicals. 

A Hungarian offer of up to $150 million of credits to jaomcrica for an  alumina  plant brad 
not been acted on   a t   the  md of the year. The l0-year credit. which would make  Jamaica the 

top ranking  Communist  aid recipient in the  Carribean, would supply  equipment for a plant 

to be operated  jointly by Jamaica, Mexico, and Venezuela. The  agreement hinges  on results 

of a feasibility study. 

Cuba has been Jamaica's largest and rnostaactive Communist aid donor. In 1976, more 

than 275 Cubans were working  on education,  housing,  and medical projects as well as six 

small  dams provided under a technical assistance agreement signed early  in  year. Most of the 

Cuban assistance is grant  aid.  Jamaica's only other Communist  aid is an $9 million 1976 

Chinese allocation under a 1974 agreement for a polyester and cotton textile plant  and a $ 1  

million six-year credit extended in 1976 for 5,000 tons of Chinese rice. 

Mexico signed its first economic cooperation  agreements with Communist countries in 

1976. Most of the accords are agreements in  principle for which actual credit  allocations 

await  further technical studies. An October  agreement  with the USSR offered hydroelectric, 

a r a 1  mining,  and petroleum equipment, for which IO-year credits were discussed in 1975. An 

agreement with  Poland  calls for construction of Latin America's largest coal  mine and for a 

possible $12 million credit for equipment  and technical services to Mexico's first beet sugar 

refinery. A Mexican-Romanian accord was for the exchange of petroleum  technology and 

Mexican  construction of a n  offshore drilling rig to be installed in the Black Sea. In  July 

Mexico  ratified the CEMA agreement it had  negotiated in 1975, and in August a drlcgation 

from CEMA arrjvcd to discuss cooperation in fishing,  pctrochcmicals,  telecommunications, 

and light industr),.  Subsequent  nrgotiations in October did not produce any agreements. 

& 

,/ 
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Afghanistan *Sf3 CA 
Despite Afghanistan’s recent suces  on attracting $800 million in new development 

b a n c i n g  from OPEC memben.  the USSR continues as Afghanistan’s most important source 

of economic and military aid and Its principal trading  partner. MOSCOW’S $1.3 bii ion 

economic  aid  program  created Kabul’s natural gas and  petroleum  industry  and is responsible 

&r b e  part of Kabul’s modem infrastructure. . , . .... 

Sustained Economic Relations 

A Sve-year  Soviet-Afghani trade  agreement (their first long-term trade  accord) set the 

tone for Moscow’s continuing close relationship with  Kabul in 1976. ‘The new accord is 

’ designed  to increase trade 65 percent by 1980. Protocols signed during  the year wil l  also 

expand Moscow’s already  substantial  contribution  to Afghjanistan’s petroleum, gas,  power, 

and  agricultural  development,  with credits to be drawn mostly from $425 million of aid 

extended in 1975 for Afghanistan’s Fifth Plan (21 March 1977 to 20 March 1982). 

Soviet aid to Kabul’s oil and gas industry topped $200 million with  the  signing of a 856- 
. million  mntract for a gas desulfurization  plant at  Jeraqduq.  The Russians w i l l  expand  their 

contribution to the  industry as the oil deposits a t  Angot are developed and  construction of a 

200,000-ton oil refinery at Shibarghan gets underway. 

/ 

The Soviets moved ahead  in 1976 with irrigation work along  the Amu River, which 

eventually will bring 1OO.OOO hectares under  cultivation,  and began surveys for a dam  and 

power  project at Kelagay. Moscow also initiated surveys for two chemical plants  during  the 

year. 

Among other  Communist countries, China ‘was most active.  Peking completed a $12 

million  irrigation  project  in the Parwan area and  made  plans  to  expand  the  program.  It also 

continued work on  a  hospital at Kandahar  and a textile mill at Bagram and signed  a  protocol 

to build  a paper mill.  Czechoslovakia was awarded contracts  for coal mining  and for building 

a cement  plant a t  Herat, which it will undertake with  credits extended in 1973. 

Military  Relations 
# 

The USSR remains Kabul’s .only major source of military hardware  and services. 

Atlhough  no new agreements were cvncluded in 1976, Moscow delivered $37 million of tanks, 

APCs. AN-26 transports, and  an AN-30  from $120 million of orders still outstanding. 

Although  the Soviets did not resume major arms deliveries to Egypt in 1976 and provided 

no new economic  aid, Moscow continued  to fulfill its commitments  under existing economic 

agrccmcnts. 
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canly a small trickle of Sovict arms still coming in.  Deliveries in 1996, of only about $2 million, 

aonsisted mostly of Egyptian  equipment k i n g  returned  after sewicing. Turning to other 

Communist countries, Egypt took delivery of abofl $15 million worth of miIitary goods. 

Peking begun delivery of equipment  under a n  agreement for aircraft and  tank engines,  spares, 

and a production facility  lor machine t d s  and motors; Worth Korea shipped heavy  guns and 

% A< rocket  launchers  under a 1976 accord for field guns, sucket launchers, ammunition vehicles, 

and  spare  parts;  and  Hungary  supplied $3 million in ground forces equipment.  Egypt tried 

unsuccessfully to  obtain spares from India. 

. *  G 

In  winding down its Soviet relationship, Cairo reduced the Soviet military presence by 

thé end of 1976 to 154 men, down from about 200 in 1975. Ten Czechs also remained  to  help 

maintain  the  large inventories of Communist m s .  

'Economic Relations Continue 

An estimated 1,200 Soviet personnel continued to work on projects that were under 

oonstruction before the  Friendship  Treaty was abrogated in March.  The USSR continued  to 

provide fisheries aid, expanded assistance to agriculture  and rural  electrification, and 

proceeded  with work on cement  plants  and textile mills. Expansion of the steel mill at 

Hulwan  and  the  Kaja  Harnmadi  aluminum plant-Moscow's largest ongoing projects in 

Egypt-was on  schedule,  boosting steel and rolled iron production in  1976.  According to 

Soviet claims, electrical output  at Aswan also increased,  providing more than half of Egypt's 

electricty. Soviet assistànce also has been responsible for electrification of more than 2,000 

Egyptian villages. 

The Debt Issue 

The April Soviet-Egyptian trade protocol called for $500 mi4ion worth o f  Egyptian 

exports and $320 million worth of imports in 1976,  with the $180 million surplus used to 

service Egypt's  economic and military debt with the USSR. Although for several years the 

trade protocols have  been used for de facto annual  debt  settlement, Moscow is now 

demanding  that Cairo sign a  formal  20-year  rescheduling agreement, with  repayment of the 

$S-billion military and economic debt  to begin immediately. Egypt  has requested a 10-year 

moratorium. Stretching into their third year of negotiations. debt questions  remained 

unresolved as Moscow canceled  a  delegation visit to Cairo  late in December. 
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Soviet-Indian agreements in 1976 paved the way for doser economic lis -1te 

Moscow's sagging  economic nid program. 

The New Initiatives 
... . . . 

Following two years of hard bargainrig  with the USSR, New Delhi won a major 

negotiating victory in 1976 with  the signing of a four-year agreement  under which 5.5 million 

tons of Soviet crude oil will be bartered for pig iron, steel, and  other  nontraditional  Indian 

exports. The  advantage was clearly  India's,  which will save about $100 million  worth of 

foreign exchange annually. while receiving about 10 percent of its petroleum  requirements in 

exchange for products that  are often  difficult to sell on world markets. 

Also of importance  are several contracts  under which the  output of Soviet-built plants in 

India will  be  used in Soviet-financed projects in third  countries. One such contract forcovers 

equipment purchases  from the Soviet-built Foundry at Ranchi for a metallurgical project in 

Egypt. Other  agreements c a l l  for Indian  shipments to Soviet pro)'ects in Bulgaria, Cuba. and 
'Yugoslavia.The  neu'agreements will help  expand Soviet-Indian  non-petroleum trade to over 

81 billion annually by 1980, as envisioned in the five-year agreement signed in March. 

Aid Relations: Net Resource Outflow Continues 

Soviet aid deliveries for India's economic  development have bee2 small for ovcr a decade. 

No new development credits have been ytended since 1966, and $475 milliok remains to be 

drawn  on  the $1.6 billion worth of aid extended  between  1955-66. The near doubling of 

Soviet project aid  disburscment to $40 million in 1976 is still only half the mid-1960s peak 

and has donc little to stem the growing net outflow of Indian resources to the USSR in 

rcpaymcnt for economic  aid. A sharp rise in India's  debt service in  1976. because of an 

additional $G5 million duc for  Sovict grain shipments  undcr a 1973 agrcement. rcsulted in a 

reversc f l o w  of almost $100 million. The 1976 trade agrccmenr calls for Indian servicc 

paymrnts of $325 million annually by 1980 on i ts  combinrd cconornic and military dcht to  

the USSR. India cl;Iirns that Sovirt proposals for drvaluation of t h  ruprr in  tcrms of th? 

rublr w w l d  c d d  $500 million to its rcpaymcnt burtlcn. 
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. . . - . . . . - 

East European Relations 

Bulgaria,  Hungary, and PolanJ  concluded a series of agreemenb in 1976 that increased 
Pid allocations to Iranian  agriculture, irrigation, and fpod processing under existing  credits. 

Bulgaria  contracted to build a 100,000-ton cold storage  facility; Hungary will continue 

assistance  for  state farms, and Poland is to build new  sugar mills and  other food promsing 

plants. 

East Germany’s commitment  to  supply cold storage  plants, railway equipment,  and 

maintenance shops, heavy  industrial machinery, and optics  involved new credits of unknown 

amount.  Romania extended new  aid  to cover Iran’s purchase of railway cars and  agreed  to 

increase the  capacity of a jointly  owned  soda ash plant  to proceed with new joint ventures  in 

petrochemicals  and  cement. A $2.S-billion 20-year amtract for tbe supply of 3.6 billion cubic 

meters of gas  annually to Czechoslovakia is Pragués largest agreement ever signed  with a 

Third-World  country.  The  contract is part of an Iranian - Soviet - West European triangular 

gas deal. 

East  European  countries also took other steps to  expand their trade with Iran. A Czech 

agreement  would raise 1977 exchanges to $100 million, 25 percent above  the 1976 level. 

Romania’s agreement would result in a  tripling of 1975 trade, to $1 billion a year by 1980. 

The $780 million of Iranian credits extended to Bulgaria, Poland,  and  Romania in 1975 for 

agricultural  development schemes will begin to p a y  off over the next few yean as these 

countries send the pr+uce of these enterprises to  Iran. For example,  Bulgaria. will de!iver 

$lOO-million worth of agricutlural products annually in the next five years. 
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h q  and the USSR brushed aside  political  differences following Kosygin's visit h t  spring 

to conclude a military  agreement  and a series of economic accords that will expand Moscow's 

supplier role. 

Record Military Transactions ' . 

The military  deal,  matched only by Moscow's X994 sale to Libya, underwrites  practically 

a l l  of Iraq's current needs for major weapons systems. The USSR is determined to maintain a 

foothold in the Arab world and access to Pcnisn Gulf nava? facilities h& &&=WO& a d  
ecces5 to Persian Gdfstmt facititk-and  undoubtedly  hops to check Iraq's  recent attempts 

to diversify arms suppliers. The estimated 81.2-billion deal would place  Iraq first among 

current recipients of Soviet military  hardware, surpassing by half a  billion the 1974 Soviet 

accord.  The  agreement is to include large numbers of MIG-21  and  MIC-23 jet aircraft, 

surface-to-air missile equipment,  radar  .equipment, T-62 tanks, BTR and BMP armored 

vehicles, and coastal  artillery  (probably IN mm).  Baghdad  may also receive its fmt  MlC-2S 

jet  aircraft,  probably  the reconnaissance version. Pn addition, Iraq signed contracts  for 

helicopters as well as for vehicles and vehicle spare  parts. 

Meanwhile, Soviet deliveries to Iraq-mainly under earlier agreements-reached more 

, ,  than $450 million, with aircraft by far the most important category. At least 86 planes,  valued 

a t  $250 million, were received-the largest number Moscow has sent  Baghdad in a single year 

and more than three  times the 1975 number.  Incibded were 29 MIG-23s. 39 MIG-21s. and 18 

SU-20s. Advanced MIC-21 Fishbcd Ls accounted for about half t b  MIC-21  total.  Iraq also 

received 14 MI-8 helicopters, an OSA-II guided-missiles patrol boat, 150 T-62 medium  and 

'. some PT-76 light tanks. 50 BMP infantry  combat vehicles, 141 BRDM armored  scout cars, 

p and 6 SCUD transporter-erector-launchers. 
c ~, 

Iraq signed new agreements to buy about $100 million of additional arms from East 

European countries and North Korca. Hungary  and Czcchoslovakia  supplicd most of the $80- 

million worth of cqctipment delivered from Eastern Europe in 1976. 

-%, 
b 

To support Iraq's newly organizcd jet fighter squadrons, thc Sovicts and East Europeans 

incrrasrtl tl~cir military adviscrs and tcchnicans by 200 to 1,200, and sornc 300 Iraqi  military 

pcrsonnrl wcnt t o  t h  USSR, mostly for pilot ntd aircraft training. 

Economic  Rclations: New Focus on Power  and \Vitter  Development. 

v 
+ -  

Y 

A M a y  nRrrcmrnt rrportcdy will tripIr  Sovirl cronornic assistancc in t h  ncxt fivc years. 

co1np:lrrcl with tllc last five. Tlw q r r r m m t ,  likr most rcccnt Snvirt  economic  accords with 
. .  
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- &viet &alisb arc also preparing a comprehensive land  and water use program as a 

guide f o r  development OWI the next 25 FIS. The program will include $1 billion in contracts 

e n c d  &ember f o r  four major irrigation and power projects-he  Haditha and  
Habbaniyah  dams on the  Euphrates River and two canals linking  irrigation ares in western 

m d  northern  Iraq.  Additional projects under  negotiation  include  the $1-billion Hindia  and 

Fdlujah d a m s .  Soviet power and irrigation projects in progress or under discussion would  add 

8 million  megawatts (MW) of installed power capacity  and bring 2.2 million hectares under 

irrigation. 

Ongoing Activity Accelerates 

" 

During 1976 the USSR completed a 200-MW expansion of the  Najibiyah  thermal 

powerplant, the  42-km Tharthar irrigation canal,  and the Baghdad-Basrah  petroleum 

.products  pipeline  (although  the  pipeline was not  yet in operation at yearend). 

About 2,900 Soviet technicians were present in  Ireq  during  the year. Priority attention 

was given  pressurization  problems at the Soviet-developed Rumaila oilfield, where output was 

running  at less than half the 800,000 b/d  rate  scheduled for the  end of 1975. "ate: injection 

equipment ordered in August under  the new  economic agreement i s  intended to raise output 

substantially by 1978. Work continued at other fields (Nalu  Umar, Ratawi. Luhais, 

Dujaylah,  Halfayah,  and  Khanaquin) as part of Moscow's 20-year oil development plan for 

Iraq.  The Soviet-developed  facilities,  financed by.more  than $120 million in credits since 

1968, reportedly accouni for 30 percent of Iraq's current  crude  output. 

The first meeting of the  Iraq-CEMA Joint commission established in 1975 ended in 

November with the establishment of working groups to recommend suitable projects for 

multilateral  cooperation. Areas under study include petroleum, agriculture,  and light 

industry.  While some observers feel that  the CEMA connection wilt-only proyide integrated 

planning for Iraqi projects, in fact  the  administrative framework to disburse multilateral  aid 

funds has  been  created through  Baghdad's association with  CEMA. 

Eas te rn   Europe:   New  Cont rac ts  for the Five-Fear Plan 

Baghdad's  apparent willingness to  barter oil for industrial equipment  and services make 

Iraqi projects particularly attractive  to East European  countries faced with rising oil import 

bills. Romania signed a new economic  agreement in May  that  identified petroleum: 

development.  land  reclamation,  agriculture,  and  inland fisheries as priority targets. 

Czechoslovakia will continue  to  expand  the Basrah refinery. which was cornplcted  in 

1974 w i t h  S2ï million of Czech credits.  East  Germany will participate in construction of a 

railroacl brtwrcn  BaRhlad m d  thr Syrian Dordcr, whilc Bulgaria w i l l  complrtc food 

promsing and livrstock projects in 1977 HunRary has cxpanded oil exploration under a 1969 
1.. I S .  . .  
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f*kistan 
- .. . 

Pakistan  mntinued PO depend m China Cor military goods while the USSR remained  the 

. rnnking Communist economic aid donor.  Chinese a m  supplies, though smaller than Soviet 

eamomic  aid, provide 75 percent of Islamabad's wapons  imports whereas all Communist 

euuntries together  provided only 5 peercent of Pakistan's economic aid receipb in 1976. 

China Expands Military Support 

Continuing a 10-year relationship  thai tias made Pakistan by far the !a;gest recipient of 

Chinese  military  aid, Peking agreed in  1976 to provide Islamabad with  air force, navy,  and 

ground forces equipment  under  agreements  estimated  at  $75 million, bring  China's  total 11- 

year  commitment to almost half a billion dollars-two thirds of China's  military aid to  the 

Third  'World. 

Despite its heavy mpport of Pakistan's military  establishment,  China  has  been  cautious 

in providing  additional assistance  for Islamabad's  development  program. Nevertheless, 

Chinese projects underway  maintained their normal pace  in 1976. 

Despite concern over Moscow's support for  India's  expansionist policies on  the 

subcontinent,  Pakistan has accepted $650 million worth of aid from the Soviets. This  includes 

a $4Ei-million commitment to the Karachi steel rnill-Pakistan's largest industrial 

undertaking.  Construction on the 1.1-million  ton plant was begun in 1974. and  completion is 

scheduled for 1980. Pushing ahead with its other aid ventures  in  Pakistan in 1976, the USSR 

completed  equipment deliveries to the 430-MU' Guddu powerplant and  continued work on 

associated power lines. Despite reports that Pakistan  would  terminate Soviet oil exploration 

contracts. Soviet geologists arrived  in  December to extend  prospecting into  new  areas. 

Accurding to Pakistani  officials,  two new Soviet-developed wells are now producing 2.000 

b/d. 
d 

Romania-the  only important East European contributor to Pakistan's  development- 

concluded a new economic agreement in October possibly to, cover an additional expansion of 

the  state-owned Karachi petroleum refinery alread)  being  expanded  under a $56 million 

Romanian credit agreement.  Romania also continued port development at Qasim under a 

$16-million contract  and  agreed  to construct  a  heavy  machinery plant at Taxila East 

Germany extendPd a $lO-rnillion equipment credit in 1976. 

Syria 

Dcspitc Moscow's displeasure  with  Syrian  military  npcrations in k h a n o n ,  a new 

econonlic ogrerrment was signrd  and sizable militar), deliveries continucd  ihroughout  the 

first half of 1976 The L'SSn did not. howcvrr, sign a n r ~  a rms  agreement with Syris-the 

first ycnr i t  failcd to do so since 1960"and after midycar orms slliprnents were drastically 
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- -e -& 

Damascus had become M d w ' r  favored arms customer among Arab countries following -* 1913 Middle &I war and was the  only  major  dient in the area to receive advance-del x.- 

T 

mikary equipment on d i t .  Eecause of b e  shipments e d y  in 1976. Syria's arms reoeipts 

7ar &e year {nearly tsoo miflion) rurpaaed  those in 3875. Deliveries were mostly I . . 

. Jophsticated weapons, ordered under the $5oo-million October 1975 pooord, with aircraft 

osmprising three fourths of $e total  value.Included were: ,L . .  . .  
.- " ,- .. ". 

" 

- '1. 2ï advanced MlG2l Fshbed-L jet fighten, the first deliveries of this uircraft to a 

Middle  Eastern  country; " 

10 older MIG21 variants; 

12 MIG23 jet  fighers; and  

* 3.5 ML8 helicopters. 

Syria  also received its second Petya-class destroyer escort, equipment for 3 SA-2 and 3 SA- 

S surface-to-air missile battalions, BMP infantry  combat vehicles, and BM-21 122-mm rocket 

launchers. 
. . -  - . .. ~ . . . . . - . . . 

. -, . . . ." . - .. . . .. . . . .. ._ . , _ _  . .  

. .  

I n  addition to slowing deliveries in the last half of 1976, the USSR signaled its displeasure 

with Syria's role  in Lebanon by demanding  advance cash payments for overhauling aircraft 

a n d  tank engines. In reaction to Moscou's beavy-handed tactics, Damascus  accelerated its 

program to decreas  dependence  on Soviet military  advisers and technicians, reducing  their 

number to abut 4,000 in 1976 from a 1974-75 peak of 3,000. 

Czechoslovakia  was the only East European punt ry  to deliver arms  to Syria in 1976. It 

provided 146 T-55 tanks, contracted in 1975, and a steady  stream of construction  equipment 

ordered  in  the  three preyious years. 

Economic Relations  in High Gear 

As an expression of Moscow's continuing  interest in Syria, Kosygin promised  new 

development assistance during his June visit to Damascus. His $300-rnillion pledge was 

double  the largest single previous Soviet economic commitment  and brought Mosmw's total 

20-year commitment  to Syria to $765 million. Most of the  new  assistance will be  allocated to 

continuing projects. especially land reclamation in the  Euphrates  dam  area  and  the 

increasing of oil production  at Soviet-aided  facilities. 

Work  on  land  reclamation was begun in 1976 at Meskene and three additional power 

generators were installed at the  Euphrates power station, increasing the  plant's  capacity to 

500 MM'. Thr  Sovicts continued  to string power lines from the  dam  and extensive work on 

rail Iincs continued as part of a major Soviet effort to reconstruct the Syrian rail system. 

The centerpiece of the Soviet program has began thc  b2-billion Euphrates dam complex, 

for which Moscow has provided $185 million in  credits. M'ith romplction of thr first stagr in 

19Ï7, M O  MK' o f  rlvciric powrr can' h grrlernted. Thr dam will rvcntuall!, add 1 million 

hectares of irrigated land  and. 100 M\{' of power. Othrr facilities nssnciatrd with thc  projrct 

includc  expcrimcntal farms, rncarch stations, a new city at Tabqa, and 15 villogrs t o  housr 

.- -. 
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. The USSR together with E a s t  European  countries has also been  responsible for 

-developing Syria’s mational oil ~ndustry. %fia h now B net exporter of oil, with P 8 n  expfi 

‘aevenues  estimated a t  about $500 million. Soviet exploratory work has yielded new reserves of 

. ”rlmost B billion barrels d dl. %e refinery at moms, Built with million of Czech d i t s  

m d  now being expanded, satisfies most domestic  demand for petroleum  products. Apparent]} 

- t h e  1975 teports &.possible expulsion of Soviets h m  &e oil development  program were 

-_“premature. +*ans state ahat atbile w e t  techicians  may ~e  les^ competent  than 

. .. . 

Westerners, they m m e  at one t h id  &e pice. 

Turkey 

At the end of ehe year, Turkey was discussing Communist  participation in $2.2 billion 

worth of industrial projects. i 

-- The USSR: Seeking B Major Contractor B& 

Exploiting Turkey’s growing uncertainty over future relations with Western allies, 

Communist  countries  moved  rapidly to negotiate  broad  economic  agreements  that  assure 

%em a growing role in Ankara’s development plplam. I ._ 

T h e  USSR and Turkey also signed B pratml in December which spelled out projects to 

be supported by Moscow under  the 197’5 agreement which had propelled Turkey  into  fourth 

place  among Soviet aid recipients. The new protocol,  signed during  the first  annual  meeting 

of the Soviet-Turkish Joint  economic Commission,  gave the go-ahead for studies on projects 

with a reported total cost of $1.2 billion, for which M&cow had agreed in principle to furnish 

$600 million to $700 million. Under  the protocol initial engineering  contracts are to be  drawn 

u p  in first half 1977 for expanding the Iskenderun  steel  complex to 4 million tons  annual 

capacity from its pres:nt 1 million tons  and for increasing aluminum  capacity  at  the 

Seydisehir  complex. Moscow will also  construct two powerplants (with a  total capacity of 800 

M W )  and two heavy electrical equipment plants. 

Dramat i c   Upswing  in Relations with Eastern  Europe 
c 

Ankara  expanded relations with Eastern Europe through  wide-ranging economic 

agreements  with Czechoslovakia, Hungary,  and  Romania. Previously, East European  activity 

had been confined to light industrial projects and a powerplant for which a commercial-type 

credits  had  been  allocated. 

In 1976, Romania extended  $200 million in  10-year,  5-percent  credits for the $500 

million, 100,000 b/d petroleum refinery to be built  north of Ankara. Additional  Romanian 

credits also are expected for petroleum  drilling and  production  equipment. We do not have 

details of the Czech and  Hungarian agreements that  may also have provided credits,  nor for 

the 1976 Czrch  contract for a 330-MM’ powerplant  near  Izmir. Ankara rcportedly asked 

Prague to study industrial projects with a total cos t  of about $900 million. Thcs; includcd a 

$650 million clrcirorneehanical  complex, steelworks equipment, and powerplants Thr 

Hungarian  agrrrmrnt is morr general.  calling for mopcration in rnrtallurg!., power, food. 

and textilrs. 
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~ ~ ~ ~ ..~ ~~.. .~ ~ . -  ~~ ~ ~~~ 

1976 as ties with the'USSR  deteriorated over delays  in Soviet spare  parts supplies.  Following 

completion of Soviet military deliveries under a 1972 accord and Moscow's failure to provide 

additional  aistance, Peking  responded to Dacca's  request €or aid  with deliveries of aircraft 

-batteries and ammunition.  China also agreed to consider further  support for the Bangladesh 

dbt8r)'. m i t e  strained rcbtions, &e Soviets fulfilled aunmltments to ongoing economic 

projects, bcluding  the 100 M W  Ghorsal powerplant  that was campleted  during  the year. 

Progress u*s also made on .the electrical equipment  plant at Chittagong  and oil and gas 

exploration was undertaken. .Negotiati?ns far Chinese nid ?o.agriculture and the textile 

industry  were in p~ocess at   the  end of the y e a r .  

Cpprur received its first  aid from Eastern Europe in June-a $5-million Czech a d i t  for 

.quiPrnent purcheses, repayable in eight years a t  2.5 percent  interest. In July. Nicosia signed 

a IO-year economic cooperation  pact with Bulgaria,  which may provide financing for imports 

of Bulgarian equipment  and machinery. 

A November Soviet agreement with Greece settled a two-year dispute over  Creek 

cancellation of the S89-million contract for the Philippi power project. Under  the new 

agreement, Athens will purchase  869 million worth of Sovict equipment for twopwerplants, 

with mmc of t h  equipment taken from deliveries already  made  lor h e  Philippi project. 

Greece also contracted CO buy 500,ooO tons of Soviet crude oil €or $42 million. Part of the 

payment w i l l  be in agricultural goods. -. * 

Consistent with a policy of accepting  aid from all sources for its new development  plan 

(1976-80), Jordan accepted Soviet assistance for technical schools, petroleum  exploration and 

rural  electrification. Previously Romania ahd been Jordan's only  Communist  contractor, 

having expandrd  the  Zarqa refinery at Amman and built a pipeline to the refinery. 

Agreements werc signrd in 1976 for an  additonal S180 million expansion of the refinery's 

capacity t o  60.000 barrrls a day, reportcdly enough to satisfy Jordan's domcstic requircmcnts 

through 1985. Financing was not announccd.  Jordan also concludccl it5 first cconomic 

cooprrntion  agrrrmcnts with 'Hungary  and Poland. and was considrring one with 

Czcchoslrwukia. Pragur complctcd hydrological prospccting f o r  a darn on thc  Zarqa rivcr, 

prolJnbly as a mlnmrrcial clcal. A Soviet air dcfcnsc systcm. offered ns an  altvrnutivr to a 

nwrc c u d y  US systrm. was turncd down in favor of thr US packqc which S a d i  Arabia 

ugrccd to finanre. 
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h'epel is expected to provide  additional  economic aid Aom the USSR under a n  

agreement signed in  November. Bollowing feasibility studies  on paper, pharmaceutical. sand 

g l u m e  plants.  China  agreed h 19'96 to p r d  with B %-million irrigation  project a t  

Pokhara  and  the Wh Naranghu-Gurkha  road,  both  financed  under a %-million grant. 

North Yemen began to shed its dependence  on Soviet arms in 1976, and  Saudi Arabia's 

drive to push the Russians off the  Arabian  peninsula was partially successful in that  country. 

Although  Sana took delivery of 8PGmillion worth of Soviet  military hardware due rander B 

-1975 contract. it refused Moscow's &er of MPG-21s in order to obtain $139 million in Saudi 

h a o c %  €or a r m s  purchases in &e West. SWR &O d u c d  the number of %viet 

advismJE. Activity  on the Soviet-aided cement  plant  at Bajil and for agricultnral 

development, however, maintained their  previous pace,  and  China provided $27 million 

worth of new aid and  industrial  plants  end  continued a mad construction program. 

" 

Saudi Arabia was less successful in weaning South Yemen from the Russians. Possibly to 

counter  Saudi offers and assure continued use of the Aden naval base, the USSR extended $24 

million  in new economic  assistance for transportation. Fisheries, and agricultural develop- 

ment. It also accelerated  military deliveries to a record $40 million,  with  shipments of MIG- 

21s and  MIC 7s along  with  radar  and ground support  equipment.  The Soviet contingent  at 

the Aden naval facility remained  high. 

Although Sri Lanka accepted a chinese loan of $3 million for budget  support and 

concluded its traditional  concessionary  rice-rubber barter  agreemen< Peking turried down Sri 

Lanka's request For large amounts of neu  aid. Instead China worked off its outstanding 

agreements: it began work on the Gin Ganga flood control project and on a textile mill at 

Mineriya.  These projects will bring  abut 200 Chinese  technicians  into Sri Lanka. 

The Soviets, whose aid program  has  been  smaller, began work on  the  Samanlawewa 

hydropower  project (under a $57 million 1975 credit)  and  expanded a  Soviet-built steel mill. 

Moscow continued petroleum exploration,  despite reports of ColoMbo's dissatisfaction with 

the Soviet effort. East European  activity  during the year included a  Romanian agreement for 

joint  venturcs in industr),  agriculture,  and  transportation: an East German  agreement to 

furnish rice and textile mills (probably  under a $42-miIlion credit); a Czech.mntract for 

equipmellt  and  techicai essistance to e refroctory work5 and  transmittal of plans for n small 

alumina plant to be built with a $IO:million Hungarian credit  extendcd in 1972. 
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. . .- . -__ - - AppendixB w s e g ?  
: P e v i s e d  Prices of Military Equipment Exported to LDCs 

A 1916 review ol Soviet prices for military equipment d d  bo has enabled US to 
tlpdate and reasseg the value 4 Soviet arms exported to LDO m 1972-75. Prior to the  

- d a t e ,  Soviet equipment prices were based h g e l y  on pi870 OOUKYS and in t h e  case of 

aew items for which  soviet price information was not '.bailable. on  the cost of producing 

amparable  equipment  in the United States. Ruble prices had been expressed in 1971 dollars. 
& examination of Soviet export data  tended to confirm that prices of recent  exports  were 

understated  while  the  valut of grant  aid  (including  the  amount of discount allowed  from list 

prias) was probably overstated. 

ln addition  to our usual  annual review and  updating of previous editions of the 

Communist  aid review, we revised the  valua of Soviet military exports  in the current edition 

by (ai usling new Soviet trade prices where available,  and  (b)  converting values of all arms 

'bansfers into current  dollars, based on h e  exchange Pate for  &e ruble  in  the y e a r  when the 

bansaction took place. 

New prices charged to several large Soviet arms customers for major items fo equipment 

were applied for deliveries of these  items to all clients since 1971. These items made  up almost 

half of deliveries in the four-year period and  accounted for about  two  thirds of the 45-percent 

increase in total  value.  The rest of the  upward revision results from the  application of current 

exchange rates to old prices. 

In  applying  the new prices to deliveries, we  continued to (a) use uniform equipment 

prices for all customer (b)  make a  blanket  allowance for inital  spare parts and  ammunition 

and (c)  include  an allowance for follow-on spares and  ammunition  only when they were 

reported. 

Agreements, as opposed to deliveries, were also revalued  on  a country-by-country basis to 

reflect  the  higher prices. Where information on  the kind and  amount of equipment ordered 

was not  available, we adjusted  contract values on  the basis of actual  equipment deliveries 

received under  the orders. 

To test the validity of our  findings, we again compared  the  dollar value of arms exports. 

exclusive of estimated  grants,  with Soviet export data. In making  the comparison we revised 

grant aid estirnatpc. for which.  because of the lack of new contract  information on terms. we 

had previously used terms from old agreements.  Such  terms often,included discounts of a 

third to a half off list price, uhich we believe are  no longcr applicable. For  purposrs o f  
cornparison with current Sovict trade  date (which  exclude grants).  grant  aid was allowed only 

in cases wherr we had specific information  that a discount wa5 provided. 
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