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The Economic Committee at its meeting of 1st October,
1970, agreed to submit to the Council the attached twelfth(1)
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ECONOMIC 4CTIVITIAS OF COMMUNIST COUNTRI 4o
IN THE DRVSLOPING 1235 OF THiE THIRD WORLD

TWALFTH RAPORT BY TH.E BCONOMIC COMMITTS .
(1967-1969)
SUMM..RY .. I¥D CONCLUSIONS

1. After a decade (1954-196L) of impressive expainizion,
the economic activities of the Communist countries in the
developing areas of the non-Communist World have levelled o7f,
and it seems unlikely that there will be any dramatic increas
during the next few years. New commitments are likely to very
greatly from year to year and in any particular year could be
as large as in the period 1964-656, but the actual Flow of
deliveries will probably not exceed the present volume of
#1150~-500 million per year. Taking into account the risinz
total of interest and capital repayments, the neil flow of
economic resources from Communist to developing Third .orld
countries will decline steadily. Whether considered in absolute
terms or relative to their economic potential, the rdle of the
Comminist countries in the matter of economic relations with the
developing countries is small and diminsihing in importance.
Certainly during the years covered Ly this report. Western aid
and trade have been growing faster than that of the Communist
countries.

2. In 1968 total (i.e. public and private) Wesiern aid
disbursements were some 30 times as great as those of tne
Communist countries, official disbursements alone being 19 times
as great. The share of the Western industrialised countries in
the foreign trade of the Third World was about 12 times as sreat
as that of the Communist countries - 74% compared with slichtly
more than 6%.

3. Gven if Communist trade with the developing couniries
should rise about 10% annually, by the mid-seventieés this will
still account for only some 8% of the trade of these countries.
It is true that in view of the direction of Communist trade to
a relatively small number of these countries, the impact is in
these cases much grcater than the average figure suggests.
Presumably the arrangement suits the countries conceracd.
Certainly if they felt themselves exploited or threatened they
could, without too much difficulty, find alternative sources of
supply and alternative outlets for their produces in Vestern
countries, On the other hand, the gradual increase of the trade
of Communist countries with the developing world must enhance
the status of the former as trading partners.
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I. AIMS AND FEATURIS OF COMMUNIST .AID

L. There is no doubt that the prime motivation of
Communist aid is political. The Soviet Union has been councerned
to increase its own influence in the Third World and diminish
that of the West, and it has put pressure on the Zast .suropcan
countries to take part in this effort. China's more modest aid
programme is directed to countering the influence both of the
West and the Soviet Union.

5. Beconomic resources in the Communist countries are very
limited relative to needs. The first priority for Soviast aid is
of course the other Communist countrics.  In 1968 about 0.25. of
Soviet GNP went on net aid to these countries and only ubhout
0.03% to non-Communist developing countries. The ract ihat the
Soviet leaders have been concerned to achieve the greatest
political impact with the least outlay in terms of real rusources
explains the special features of Soviet aid.

6. In the first place, there has been a distinct teadency
to channel aid to relatively few, chosen, countries so that in
the case of some of these Communist aid is a very important
issue. ©Secondly, a great decal of propaganda is made about
Soviet aid. Projects most likcely to excite interest arc sclected
and great stress is laid on the allegedly generous naturc of the
terms on which Soviet aid is granted, both as regards rates of
interest and duration of loan.

7. In fact there is nothing particularly generous about
Soviet aid: whereas up to half Western aid in the past his been
in the form of outright gifts, only 3% of Soviet aid comces into
this category. In the past Sovict interest rates were lowcr than
Western rates which were based on market conditions, but the trend
is for Soviet rates to rise and Western rates to fall, Soviet
aid always represcnts the delivery of Soviet goods or tcchnical
assistance, whereas in the case of the West 40% of aid is untied.
There is an increasing tendency in the West to provide aid through
international channels, The Communists do not participate in
such arrangements, except that they have a 3% share in the UN
technical programme which in itself is only a minor fraction of
multilateral aid.

8. Communist countries attach considerable importance to
technical aid - the sending of techniclans abroad and the training
of foreign technicians in the Communist countries. The U332 can
probably more easily spare technical facilities than capital
goods and the political impact of this form of aid can bhe very
considerable,
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9. Bven more significant is the provision of military

aid and training which also tends to be channelled to a Tfew
chosen countries, where the political impact is very great
indeed and the cost relatively little bpearing in mind thot the
Soviect defcnce industry. .is very active and that large stocks of
weapons must be available.

10. There are certain long-term economic advantazcs oo
from these aid programmes., In return for capital goods,
military equipment and training facilities, the Communist
countries are entitled to receive increasing guantitics of the
produce of the developing countries. In this way trade » i
with the developing world are gradually being built u..

@
}..J

II.  TRINDS

11, In so far as the purpose of aid was to make Com:unist,
and especially the Soviet, presence felt in the Third Vorid,
this object has becen achieved. .Althoagh the bulk of aid ztill
comes from the Western World, developing countries have the
opportunity of turning to the USSR as an alternative souvrce which
reduces their dependence on the West and gives the Us33R increased
leverage in world affairs.

12. The fact that the Communists are not increasing their
cfforts in this sphere and that programmes have tended to level
off is primarily due to the shortage of resources. .hen he
programmes were inaugured in the fifties it was still thought
that Soviet economic resources could be quickly increascd and
mobilised to seprve political ends. Since the mid-sixtics, however,
it has ‘been increasingly realised by the Soviet leaders tl:at
economic power is not growing fast enough compared with .hait of tlre
West, (particularly the US.\), to be very effective as an
instrument of policy. This makes it imperative to use rssoarces
sparingly. 4Aid, however, is still likely to be forthcominy vicre
political dividends are promising rclative to the economic
investment.,

13. .8 regards military aid, there were few large ncw
commitments in the years 1968/69, and the trend in deliveries also
declined somewhat., It could be that the Soviet leaders were
pursuing a rather more cautious policy or that the op.ortunities
to step in with offers of arms, which are associated with
important policy changes in Third World countries, were fcwer,
However, in view of the significant political advantages to be
gained from supplying arms to Third World countries and the
rclative abundance of military equipment in the Soviect Union,
it must be assumed that the Soviet leaders will continuz to make
the most of the opportunities which present themselves.

N.ATO SABCRET
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III, ATTITUDE OF N.TO COUNTRIZS TO COMMUNIST .ID PROGR:IT::3

S Keconomic Aid

14. Western countries have an intercst in the economic
deveclopment of the Third World and cannot properly object to
well-founded Communist aid projects even though these may be
politically motivated. Indeed they should continue to welcome
this addition to resources at the disposal of developing
countries even though these latter may be concerned to show

~their independence of the Vest. What the Westmrn countriecs might

well stress 1s the desirability of promoting certain standards
as regards the provision of aid, e.g. that it should be designed
to serve the economic interests of the recipient rather than

the political interest of the donor; that it should be put to
good use, that there should be a measure of international
co-operation in providing aid, avoiding, however, the imprsssion
that the richer countries werc secking to impress theéir raics on
the developing countries,

B. Trade

15. The Western countries can afford to welcome unstintingly
Communist efforts to increasc trade with the Third ‘World on the
grounds that, generally spcaking, trade toends to bencfit all
parties and that this particular trade should benefit the
developingcountries especially by providing new sources of
supply and extra outlets for their produce.

16, The Western countries might, however, urgc thé virtues
of multilateral trade and settlement, suggest Communist
participation in international economic organizations and
commodity agreements and welcome initiatives from Coamunist
countrics as to joint participation in schemes.,

C. Military Aid

17. The provision of military aid to the Third ¥World by
the Communist countries is a much more disguieting problecm for
the Western, and particularly the N.iTO, countries. There is no
doubt, however, that both the recipients and the donors have an
interest in its continuing.

18. The attitude of the developing countrics scems to be
somewhat as follows:

(a) Developing countries though poor feel the nced
nevertheless to have some military strength as a nark
of their sovereignty and independence. Morcover, in
many of these countries the military is the no .t
important cohesive element of society. It helps to
unite the tribes and rcgions, it providces the bost
available technical and organizational training and

NATO SHECRET
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gives peasants a much wider experience tinan tihey
would otherwise have. It is important in such
circumstances that the armed forces should ¢njjoy
prestige and that they should be reasonably well
equipped.

(b) Some of these countries in present circumstancecs prefer
to receive military aid from Communist sources.

(i) Some of the new nations are very conscious of
having emerged from colonial status and are
reluctant to depend on arms from thcir Tormer
masters., They may not have the same objcction
to getting them from other Western countrics, but
the Communists happen to provide a coavenient
alternative source of supply.

(ii) In some countries the army, particularly pcorhaps
the younger officers, look to social change to
revitalise the nation and are ready to espouse
some form of socialism in opposition to
traditional elements in their own society. Such
groups tend to be anti-Western and would turn
more naturally to the Communists.

(iii) The .rab states that are in active conflict with
Isracl are critical of the West for supporting
Israel and have turned to the USSR in self-derlence.

19. Tor their part, too, the Communist leaders, at least
in the USSR, seem to have every inducement to pursue a policy
of granting military aid. In present circumstances thc supply
of arms and military training is a most effective and relatively
cheap means of undermining Western influence in certain countries,
The significance of military relative to economic aid is a
further illustration of the tendency of the Soviet lcaders to
rely more on their well-established military potential as an
instrument of policy than on their economic power, which is
making disappointingly slow progress. Given the sensitivceness
of Soviet military aid any change in these trends should be
studied closely.




s

%

PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

DECLASSI FI ED/ DECLASSI FI EE -

NATO SECRET

=T~ C-M(70)42

ECONOMIC ACTIVITIES OF COMMUNIST COUNTRTES
TN THE DEVELODING ARRAS OF T THE THIRD "‘"‘vfc‘ﬁ'ﬁ‘f‘“‘

TWELFTH REPORT BY THE ECONOMIC COMMITTEE
-~ {1967=-1967)

TABLE OF CONTENTS

Paragraphs
I. ECONOMIC ASSISTANCE
A, Maenitude and Direction of Communist
Economic Aid
(a) New Commitments 1- 9
(b) The Implementation Record 10 - 14
(c) Economic Aid Deliveries in
1967 and 1968 15 - 18
(d) Technical Assistance 19 - 25
(e) Academic Students and Telmical
Trainees 26 - 28
B. The "burden™ of Economic Aid on the
Commumist Economies
(a) Share of GNP in Communist countries
devoted to economic aid to non-
Communist developing areas 29 - 34
(b) The impact on Communist economies
of aid deliveries to non-Communist
countries 35 - 40

(c) Communist Mutual Economic Assistance 41 - 49

NATO SECRET
-7~




PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

DECLASSI FI ED/ DECLASSI FI EE -

L3

<

C.

Ds

The

NATO SECRET
-8

impact of Commurist aid on the

econcmy of the reciplent ccuniries

(a)
(b)

(c)

(d)

In general

Countries where Communist aid
contributed to significant
increases 1In productive capacity

- Afghenistan

- The United Arab Republic
- Iraq

- Syria

- India

Countries where Communist aid
wag largely concerned with
developing the infrastructure

- Yemen
- Guines
- Mali

- Somalia

Other main recipient countries

Comparison between Communist and Free

world Fcomomic Aid

(a)

(v)
(c)
(a)
(e)
(£)

II. MILITARY

Exploitation of the propaganda
value of economic aid in
Communis®t countries

The overall size of aid flows
Terms of aid

'Tying?! of economic aid
Multilatcral assistance
Conclusions

ASSISTANCE

Ay

Size and Direction of Communist

Military Aid

(a)
(v)

(¢)

(a)
(e)

Definition of Communist military
aid

New ccmmitments
Drawings
Military Technical Assistance

Military trainees from
developing countries

NATO SECRET
-8

o-M(70Y42
Paragraphs
50 - 55
56 - 62
63 - 68
69 - T2
73 - 11
78 -~ 87
88 - 91
92 - 94
95 - 97
98 - 100
101 - 102
103 - 104
105 - 108
109 - 112
113 - 115
116 - 117
118 - 120
121 - 122
123 - 124
125 - 127
128

129 - 130



a

>
R
3

PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

DECLASSI FI ED/ DECLASSI FI EE -

NATO SECRET

-9- C~M$ZOZ42

Paragraphs
Bi Evaluation of Communist Military Aid
(a) Cost to the 'donor'! country 131 - 134
(p) Aims and results of Communist
military aid 135 - 138
(c) ZEconomic consequences for
recipient countries 139 - 141
(d) Prospects and Conclusions 142 - 144

ITI; TRADE WITH DEVELOPIIG COUNTRIES -

4; Magnitude of Communist trade with
eveloping Gouniries

(a) The Communist share in total
trade of developing areas outside
Europe 145 - 149

(b) The importance of developing
areas in the foreign trade of

Communist countries 150 - 153
(¢) Evolution of Soviet trade with

developing countries 154 - 157
(d) Evolution of East European trade

with developing areas 158 ~. 160

(e) Evolution of trade between
Communist China and developing
countries 161 - 162,

(f) Prospects for the immediate future 163 - 166

By Direction of Communist tradc with
Developing Countries )

(a) From the point of view of the

Communist countries -~ 167 - 174
(b) PFrom the point of view of the

developing countries 175 - 178
(¢) Conclusions 179 - 180

Cs Commodity composition of Communist
trade with Developing Countries

(a) TImports by Communist countries 181 - 185
(b) Exports from Communist countries 186 ~ 191.

NATO SECRET
-0




PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

DECLASSI FI ED/ DECLASSI FI EE -

*

»

Ds

By

NATO SECRET

-10~-

Advantages and Drawbacks of trade

between Communist countries and the

developing ones

(a)

(b)

(e)
(a)
(e)

Rb6le of trade with developing
countries in the Communist
economies

The r6le of Communist trade from
the point of view of the
developing countries

Characteristics of Communist trade
The "quelity" problem
The "price" problem

Assessment and longer-term projections

¥

of Communist ticde with Developing

Countries

(a) Assessment

(b)

Longer~term nrojections

NATDO SECRET

- 10~

- 10(70)42
Paragraphs
192 - 205
206 ~ 207
208 - 211
212 - 215
216 - 222
223 - 230
231 - 236



PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

DECLASSI FI ED/ DECLASSI FI EE -

Gragh
I.

1I.

a0

III.

*

Iv.

ViI.

VIII.

IX.

X.

XIT.

XIII.

Xiv.

NATO SECRET

-11- C-1(70)42

LIST OF GRAPHS IN THE TEXT

Page No.
Economic Aid extended by Communist
countries (1954-1969) (USSR; Eastern
Burope; Communist China) 17

Economic Aid drawn by developing countries
on Communist countries® commitments

(1954-1969) 20

Contribution of the variocus Communist
countries in total Communist aid to Third
World (1954-1969). Share of extended aid

actually drawn - 22
Non-military technicians from Communist

countries in the developing areas

(1958-1969) - 26
Most important recipients of Communist

economic aid (1954-mid-1969) (extended

and drawn ) 41

Official development aid: Western and

Communist. Net flow of financial resources

from the public sector to less—-developed

countries of the non-Communist World 67

(a) as a percentage of total (1960-1968)

(b) in million g (1960-1968)

Communist military aid 85
in million US & (1955-1969)

Exports of non-Communist developing countries

(in billion US &) (1953-1969) 88
Direction of less-developed countries?
exports (1953, 1965, 1968) 90

Development of foreign trade of the USSR
(1958-1968) (with world ~ with developing
countries) 95

Development of foreign trade of East
Buropean countries (1958-1968) (with world -
with developing countries) 98

Development of foreign trade of Communist
China (1958-1968) (with world - with

developing countries) 101
Geographical distribution of Communist trade '
with developing areas outside Europe (1967) 104
Commodity composition (of Communist trade

with develcping countries) 110

NATO SECRET

-11-



PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

DECLASSI FI ED/ DECLASSI FI EE -

=)
o
EO"
e
o]

1.

e

4.

11.
12,

13.

16,

17.

NATO SECRET

—1o-

LIST OF TABLES IN THE TEXT

Flow of Soviet economic aid to developing
countries of the non~Communist World

Flow of economic oid in 1968 from
individual Communist countries other than
the Soviet Union to developing countries
of the non-Communist World

Estimated gross flow of Soviet economic
development aid to Communist developing
countries

Estimated net flow of Communist economic
aid in 1968 to Communist developing
countries

Grants in Communist economic aid

Non-tied aid as % of total Western
official aid

Defence expenditure in selected Arab
countries

Trade of developing areas (1964-68)
Trade of the Communist area (1964-68)

Communist trade with developing areas
1968

Share of Third World in Communist trade

USSR: trade with world and less-developed
countries 1946-1968

Trade of individusl Fast European countries
with developing areas - 1968

Cormmunist China's trade with world and
with developing areas (selected years)

Geographical distribution of trade between
the Soviet Union, Iastern Europe,
Communist China and the developing areas
outside Europe

Share of the Communist countries in the
trade turnover of those developing
countries having more than 20% of their
total trade with Communist countries (1967)

Soviet exports to certain developing
countries (commodity compositiong

NATO SECRET

—12-

C-M(70)42

Paragragh

32

33
44
48

109

114

139
145
150.

152
153

157
159,

161

168

175

188



PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

DECLASSI FI ED/ DECLASSI FI EE -

IS

«

Table T

Table II

Table TII

Table IV

Table V

Table VI
SN e I

Table VII

Table VIII

Table IX

Table X

Table XTI

NATO SECRUET

—13- C=1(70)42

LIST OF TABLES IN THE STATISTICAL ANNEX

Economic Aid extended by Communist Countries
1965-1969

Estimated annual drawings by Developing Countries
on Economic Aid extended by Communist Countries
during the period 1967-1968

Estimated drawings by Developing Countries on
Eccnomic Aid Commitments undertaken by Communist
Countries 1954-1969

Econcmic Aid extended by Communist Countries and
drawings by Develcping Countries. Total: 1954-mid-1969

Non-military Technical Assistance Perscnnel from
Communist Countries in the Developing Arecas
(at work during the first half of 1969)

Communist non-military technicians in less-developed
countries

"Gross Drawings"™ and "Net Flows"™ of Communist Aid~
(BEstimates). I. Soviet Union, II. Eastern Eurcpe,
III. Communist China

The "Net” Flow of Economic Aid to Developing Countries.
Comparison between Communist and NATO Countries?' Aid -
1968

Geographical definition of the areas and list of
countries where trade statistics mention exchange

of goods with the Communist Countries ’

Communist trade with selected Developing Countries
(1962-1967)

Direction of Communist trade. Main trade partners
in the developing areas outside Europe

NATO SECRET
~13-




PUBLI C DI SCLOSED' M-SE EN LECTURE PUBLI QUE

DECLASSI FI ED/ DECLASSI FI EE -

A

L

NATO CONFIDENTTIATL

-14- CzMiT0)42

I, " ECONOMIC ASSISTANCE

45 - MAGNITUDE AND DIRECTION OF COMMUNIST ECONOMIC AID

(a) New Commitments

During the two years (1967 and 1968) under review,
the total value of new economic aid commitments undertaken by
Communist countries has been markedly smaller than during
earlier years, and, on the basis of partial information so far
available for 1969, this itrend has apparently continued. In

1967, new credits extended(l) amounted to $3%40 million, in -

1968, they reached $735 million, and were, in 1969, probably

of the order of g560 million, During these three years, the
annual aid extensions thus averaged only about $540 million,

as against $1,350 millicn per annum in each of the three
preceding years, 1964-1966, when the record levels of Communist
ald extended attracted wide attention(2). This decline in new
comnitments is largely the result of the much more cautious
%pproach to economic aid adopted in recent years by the Soviet
nion,

2, At the end of 1969, out of a total of about
$10.4 billion of credité and grants extended during the 15-year
period starting in 1954, 62% had been pledged by the Soviet
Union as against 27% by the East European countries, in which
Czechoslovakia played a leading r6le, and 11% by Comrunist
China, During 1967 and 1968, however, the share of the USSR
in total Communist aid extended dropped to less than 45%,
while that of the East Duropean countries, taken as a whole,
rose to exceed this percentage, and Communist Chinese
undertakings levelled off at about 10% of total new Communist
commitments. In 1969, it would seem that the share of the
Soviet Union in the total increased, while, by the middle of

.the year, no new aid commitments had been announced by .

Communist China, Definitive information on the projected o
construction by China of +the Tanzanian-Zambian railway was
8till not available at the end of the year.

3 During the period under review, the main efforts
have been directed at the MIDDLE EASTERN countries. Over the
last three years, the most outstanding single beneficiary was
Iran, which was granted $485 million %%200 miliion by the USSR,
$200 million by Czechoslovakia, and the rest by Hungary,

(1) The term "extensioan" refers to a formal undertaking tec
provide goods and services either on deferred payment
terms or as grants, Assistance is ccnsidered to have been
extended when an agrcement is signed and commits the donor
country formally to provide such aid. A credit is
considered to be "drown"™ when the goods are actually
delivered or the services rendered

(2) See 1lth Report on Economic Activities of Communist
Countries (C-M(67)55 and AC/89-WP/217)

NATO CONFIDENTTIATL
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Rumania and Bulgaria). These new commitments are intended %o
promote the industrialisation of the country in general and
the development of the heavy industry in particular. The
recipient country is expected to repay this aid largely in

the form of oil and natursl gas, the output of which is rapidly
xpanding, During the first half of 1969, Iraq accepted
credits amounting to $205 million from the Soviet Union and
the Soviet Zone of Germany. The Soviet credits ($121 million)
are to be used for the purchase of petroleum equipment and

for techmical assistance, the credit from the Soviet Zone

(¢$84 million) for various factories, communication and
agriculturel development projects. Among the otner recipients
of recent credits may be quoted Syria ($25 million from
Rumaniz in 1968), the UAR ($21 million from Communist China in
1968) end South Yemen T(#I3 willion from the Soviet Union and
g4 million from the Soviet Zone in 1969).

4o The most striking new development in Communist
economic aid to AFRICA during the recent past was undoubtedly
the commitment undértaken by Communist China to assist
Tanzenia and Zambia in building a 1,750 km long railway link
Petween Dar-es-dalaam and the Zambian copper belt. The
Chinese offer came after negotiations with Western goverrments
and private consortia had failed. In September 1967, an
agreement in principle was reached and survey and design work

‘was nearly completed by the end of 1969. The size and the

repayment conditions of the interest~-free loan extended by
China were still unknown at the time of the preparation of
this report, but it was already clear that it would be the
largest single aid project ever attempted by China. The
estimated total cost of the project had been put at

#260 million by Western experts in earlier years, of which 60%
might have to be accounted for by Tanzania and 40% by Zambia.
The ecnvisaged transport capacity of the line would be
sufficient to meet Zambian needs and leave spare capacity for
Tanzaniatls projected mineral and agricultural developments in
the southern highlands. It mey be recalled that in May 1967
the USSR extended £6 million to Zambia for scientific equipment
and ossistance (both ecomomic and technical) in rural
electrification and roadbuilding, but by June 1967 Chinese

2id had already taken the lead: a $17 million interest-free
loon wos extended to cover the equipment cost of various
projects, and China has since continued to concentrate its aid
and trede efforts on this Africon region. The Tanzam railvay
project is o major political invesitment, and o failure would
be particularly ruinous for Chinese prestige.

5., Apart from this major venture, a £50 million credit
extended by Czechoslovekic to Algeria in 1667 might be mentioned,
Loans by various East European countries were granted to Tunisjic,
cmounting to $52 million in 1968, and to Suden ($37 millidu Im
1967 ond on additional credit of an unknown amount extended by
the Soviet Zome of Germony in 1969)., In Guinea, Mali,

Mouritonic ond Senegal minor amounts were reportediy extended
quring the last tnree years both by the Soviet Union and
Communist China,
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6. As far as ASIA is concerned, Afghanistan, traditionally

& major recipient of Soviet aid, obtained in 1968 a new line
of credit of $13%2 million from the USSR for industrial projects
under its third five-yecr plan. ZPakistan received additional
Chinese loans in 1967 (g7 nillion) and in 1968 (g42 million)
and more recently, in 1969, a new Soviet credit of

$20 million. By the end of 1969, Communist China had thus
extended to this country since 1954 credits amounting to

#109 million as against $203.1 million extended by the Soviet
Union, In Negalz Communist China reasserted itself as the
main source o ommunist oid by adding another $2 million to
the $63 million credits cxtended earlier.

Te New economic 2id commitments to LATIN AMERICA were
undervaken largely as part of the renewed trade interest of
the Soviet Union and the Iast European countries in this area.
Chile obtained in 1967 a $55 million credit from the Soviet
Union and another $5 million from Czechoslovakia in 1968.
Uruzuay received $10 million from Hungary in 1967 and v
$20 million from the USSR in 1969. Ecuador accepted $5 million
from Czechoslovakia in 1967 and $5 million from Poland in
1969; Argentina £5 million From Poland in 1968, Peru g6 million
from CzecEgsTovakia in 1969, and Colombia $2.5 million from the
USSR in 1968,

8. Although the number of recipient countries has been
growing steadily ever since 1954 to reach, by the middle of
1969, a total of 42 couniries accepting Communist credits, one
of the main characteristics of this aid remained unchanged:
its concentration on a limited number of selected countries,
Out of the $10.4 billion so far extended, 36% was allocated to
two countries: India and the UAR. Three countries (Iran,
Indonesia and Afghanistan) absorbed another 25%. Among the
remaining important beneficiaries of Communist aid are: Iraq,
Syria and Pakistan. In Africa, which accounts for 17% of total
commitments, Algeria, Ghana, Guinea and Mali are the major
beneficiaries of Communist aid so far promised.

9. It would appear that the main target of the Soviet
Union and the Bast European countries'! aid activities remains
the Middle East and adjacent Muslim countries such as
Algeria and Tunisia in the West, Afghanistan and Pakistan in
the East, Sudan in the South., Apart from its traditional
interest in Asian neighbouring countries (Pakistan, Nepal,
Cambodia), Communist China devotes particular attention to
the Horn of Africa (Ugandz, Kenya, Somalia) and adjacent
areas, os was recently highlighted by the announced assistance
to Tenzania and Zambia, as well as to South Ycmen.,

NATO CONPILDENTIAL

- 16—



PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

DECLASSI FI ED/ DECLASSI FI EE -

3

%

NATO SECRET

<17 -

GRAPH | - GRAPHIQUE

!

ECONOMIC AID EXTENDED BY COMMUNIST COUNTRIES

AIDE ECONOMIQUE DES PAYS COMMUNISTES - ENGAGEMENTS

(1954 - 1969)

(IN MILLION US $) - (EN MILLIONS DE $us)

C-M(70) 42

1016

/%
-

7.

EASTERN EUROPE
EUROPE DE L'EST

638

COMMUNIST CHINA
CHINE COMMUNISTE

0 W oucoeo R 62

1

312

1954 1955 1956 1957

(1) Provisional estimate

Estimation provisoire

1958 1959 1960 1961 1962 1963

NATO SECRET
217 -

1964

1965

1966

1967

1968

1969(1)



PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

DECLASSI FI ED/ DECLASSI FI EE -

*

2

NATO CONFIDENTTIAL

~18- C=M(70)42

(b) The Implementotion Record

10, References to the size and trends of economic aid
"oxtensions"(1l) are of interest as they constitute official
declarstions of intent, formally agreed by both donor and
recipient country, and thus provide a valuable indication as
to the likely direction and scope that Communist economic aid
deliverics may take in the coming years. These figures do
not provide, however, any evaluation of the flow of aid
actually received by the less-~developed countries. While
new aid extersions are widcly publicised by the Communist
donor countries, official information on the annual amounts of
aid utilised is scanty and generally lacks precision. This
leaves Western experts with the difficult task of estimating
what the less-developed countries are, in fact, obtaining
from the Communist promises.

11, There was a rapidly growing gep between the volume
of Communist aid pledges and actual deliveries during the
period 1954-1561, Drawings exceeded the low level of new
extensions in 1962 and 1963, But, when commitments reached
new records during the next three years, the gap between
"promises® and "fulfilment" widened again markedly, and has
since remained very large., At the end of 1969, of the total
$10.4 billion economic 2id extended since 1954, only about
$4.4 billion had actually been drawn.

12, A considérable time lag between the "extension" of
o credit ond its actual utilisation by the recipient less-
developed country is typicel of most a2id programmes, Western
and Comimunist alike.- Shortages of techmnical skill and of
trained, administrative ond managerial personnel delay the
implementation of aid projects, To deal with these problems,
Communist countries from the beginning of their aid progrommes
have provided the developing countries with technical
assistance, but they have run into unforeseen difficulties.
Soviet economic literature has discovered rather recently ome
of the most persistent problems connected with aid prograumes:
the limited capacity of recipient countries to absorb new
capital goods, Most of the less-~-developed countries have
been unable to provide the local currency counterpart that
the implementation of a2id projects reguired, The Soviet
Union has had reluctantly to extend about 5% of its total aid
deliveries in the form of commodities in order to generate at
least part of the local currency component needed for this
purpose, The very nature of the large scale Communist aid
projects has ailso played its r6le in explaining the time lag
between extension and actual drawing, For instance, the
first Soviet credit for the Aswan Dam project in the UAR was
extended in December 1958, Work started in 1960, and the
entire project will repoxrtedly be completed by mid-1970.

(1) See footnote (1) on page 15
NATO CONFIDENTIATL
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Drawings on these credits started slowly two years after the
signature of the first agreement, reached their peak in
1964~65, when the first rcpayment instalment was apparently
made, declined in 1966, but regained momentum in 1967. Thus,
drowings on these credits will have been spread unevenly over
o period of 12 years, clthough, in this particular case, the
project might be completed ochead of schedule. '

13, On the whole, the speed of Communist economic aid
implementation compared rather poorly with Western aid. The
"furnkey" type of arrangement, which had long been associated
with Vestérn assistance, providing not only for deliveries of
equipment, material and téchnical advice, but also of
building and installation, was only discovered by the Soviet
Union in 1961, While, in the past, the Soviet Union had
sought to reduce its responsibility for project implementation,
more recently, fewer large scale unspecified lines of credit were
extended and more careful consideration given to the
suitebility of the proposed projects. It may be noted, for
instance, that in 1968 the USSR deferred undertaking firm aid
commitments to Brazil, Nigeria and Pakistan, pending the
outcome of extensive feasibility studies.

14, At the end of 1969, the backlog of unutilised credits
had accumulated to a record of nearly $6 billion. This amount
would be sufficient to keep the Communist aid programmes
running for the next 13 years at the rate of implementation
presently prevailing, even i1f no new commitment were to be
undexrtaken by the Communist countries in the coming years,

The rate of utilisation of credits extended by Communist China
(50%) was slightly better than that of Soviet aid (46%). The
apparently poor performance of East European countries (less

- than 40% of the aid extended was drawn by the end of 1969)

results, in part, from the fact that these countries have
entered seriously into this field of activities only during
recent years: 55% of total amount of East European credits
were extended during the last five years.

(c) ZEconomic Aid Deliveries.in 1967 and 1968

15, Annual drawings of Communist economic aid by
developing countries increased gradually between 1954 and 1964,
when they reached their peak of about $560 million, and have
steadily declined since to $490 million in 1966, $465 million
in 1557, and $426 million in 1268. They may be estimated at
0005 2410 million in 1869.  This decline results mainly from

stesdy weaduction in aid deliveries from the Soviet Union, by
=r the mnst important source of Communist ecornomic aid, Aid
eliveries by Communist China were also reduced in comparison.
with the peak reached in 19656, while the East European countries
nsve sguewnat improved thalve perfeormance after that year,

oo
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16, This overall decline in Communist economic aid
deliveries during recent years should not, however, hide the
fact that in some cases deliveries have not only continued at
their previous level but have even been stepped up. In addition
to a somewhat reduced, but, nevertheless, important, flow of
Soviet aid to the UAR, India and Afghanistan, deliveries to
Iran and Algeria gathered speed, while those to Syria and
Somalia were reactivated, Similarly, East European deliveries
to Iran and Syria were added to the constant flow to more
traditional recipient countries such as the UAR, India and
Indoresia (where aid from other Communist sources had faded
away). Communist Chinese main aid recipients, such as Nepal,
Cambodia, Ceylon and Yemen, continued to draw steadily on the
credits extended, but an accelerstion in the pace of deliveries
to Pakistan and to some African countries, such as Tanzania,
was noticeable,

17. The general direction of economic aid deliveries
during the last three years has not undsrgone any major change.
From the Soviet Union, more than half of total aid deliveries
went to Middlé Fastern countries (mainly the UAR and, more
rccently, Iran). As before, one~third went to Asia (India,
Afghanistan) and about 15% to Africa (4Algeria, Somalia). The
geographical distribution of aid from East Eurcopean sources
follows closely the pattern set by the Soviet Union: nearly
60% went to Middle Eastern countries (UAR, Syria, Iran),
roughly one~third to Asia (mainly India and Indonesia), and
about 6% to Africa (Ghena, Guinea, Tunisia, Algeria); token
cmounts went to Brazil and Argentina., Economic aid deliveries
by Communist China have rather different destinations: more
than helf of them are concentrated on Asian countries (Nepal,
Pakistan, Cambodia, Ceylon). Most of the other half goes to
Africa (Tanzania, Algeria), while, in the Middle East, Yemen
remains the main target of Chinese aid. In consequence,
although total Chinese deliveries amounted to less than a

uarter of the Scviet ones, in a number of African countries
Tanzania, Zambia, Uganda, Mauritania, Mali) and in Nepal,
they exceeded the flow of Soviet aid.

18, Although detailed irformaticn on the composition of
Communist aid deliveries is scarce, according to Soviet
gources, about 70% of deliveries from the USSR concern heavy
industry. Ferrous and non-ierrous metaliurgy, hydro and
thermal power, engineering and metal working have traditionally

been the seéctors specially favoured by Soviet aid. Light
;industries, transport and communication, agricultural

equipment, account for about 20%, while the remaining 10%
consists mainly of deliveries of commodities and foodstuff,
non-project technical assistance, aznd financial aid, such as
funding of trade deficits or cash ioans. East Furopean aid is
spread in smaller amounts over a larger variety of projects,
and deliveries under economic aid agreements follow closely
the foreign trade commodity pattern of these countries,
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Deliveries of light industrial equipment play a larger rfle
than in Soviet aid, Each of the East European countries
exports its own special range of capital goods., For instance,
Rumania, apart from light industrial capital goods and
agricultural machinery, has concentrated on oil exploration
and exploitaticn equipments Czechoslovakia on machine building,
textile, shoe production and food processing equipment and
plants, Communist China has been interested in labour intensive
projects. {roadbuilding, experimental agricultural schemes) as
well as in deliveries of light industrial plants (textile,

food processing, cement) and, in its efforts to outbid the
Soviet Union, has not hesita%ed to extend commodity loans or
even cash to a number of countries. where the USSR had shown
some reluctance to provide this type of financial assistance,

(d) Technical Assistance

19. Apart from the r8le played by technicians employed on
development projects in assisting the aid recipient countries

- to absorb capital investments delivered by Communist countries,

increasingly large numbers of teachers, advisers, planners and
doc tors have been sent in recent years, mainly to African
countrie§, to assist in non~project work. Contrary to Western
practice, Communist technical assistance is seldom provided on
a grant basis. All costs, including salaries, allowances
travel, medical care and insurance, are considered as par% of
the cost of the project to be reimbursed with interest under
the conditions governing the Communist loans. Non-project
personnel for which the récipient country has to pay are sent,
under specific agreements, or even, as in the case of East
European technicians at work in Libya and Tunisia, under
commercial contracts., The only exceptions to this rule of
debiting the cost of technical assistance to the recipient
country are those resulting from "gift" projects, which only in
the Chinese Communist aid programme have any significance,

20, The number of civilian technicians at work in
developing countries has steadily increased over the years, as
the volime of aid deliveries expanded from 19354-1964.

However, when the latter started to decliine in 1965, the
sending of non-project personnel allowed Communist technical
agsistance, in terms of numbers of technicians at work in
developing countries, to grow further and to reach its peak
in 1966, when an estimated 22,200 civilian specialists were
reportedly at work in at least 34 different countries. Since
then, this number has ténded to level off at about 21,200 in
1967 and 20,900 in 1968, although spread over 43 countries,
During the first half of 1969, the total number of Soviet
experts continued to decline, mainly as a result of the
termination of a new stage of work at the Aswan Dam in Egypt,
but this was more than compensated by increased numbers of
Chinese labourers and a modest growth in the number of
technical assistance personnel from Eastern Europe. The
overall result was that the number of technicians from
Communist countries at work by mid-1969 reached 21,585, a higher
figure than in 1267, but below the 1966 peak., During 1969,

NATO CONFIDENTIATL
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only 43% of this personnel (9,285) consisted of Soviet
citizens, one-third (7,385) came from Eastern European
countries, and nearly a gquarter (4,905) from Communist China,
Thus, in comparison with the volume of aid deliveries, the
technical assistance component plays a larger rdle in East
European and, more in particular, in Chinese aid programmes
than in that of the Soviet Union. It should be noted,
kowever, that the figure for Chinese technicians includes large
numbers of labourers in charge of comstruction works (road and
railroad building, for instance) whose technical skill can
hardly be compared with technicians in the Western sense of
the word,

21. The heavy concentration of technicians in a few
countries has been a constant feature of Communist technical
assistance programmes, but the selected countries have been
changing over the years. ‘hile, in 1962, one-quarter (2,365)
of the civilian assistance personnel from Communist countries
was located in nine African countries, by the middle of 1969,
more than half (11,695) oi the total were reportedly at work
in 22 African countries: Algeria (2,820), Libya (1,970),
Tunisia (1,640) and Mali (1,380). In the Middle FEast, where,
in 1969, nearly one-quarter of all the technicians were
occupied, the reduction of those in the UAR (2,000 in 1967;
1,200 in 1969) was partly compensated by increased numbers in
Iran (from 800 in 1967 %o 1,385 in 1969) and Irag (from 850
to 1,040), Syria kept its number of Communist technicians at
755. In Asia, the figure for 1969 (4,860), representing
roughly one-fifth of the total, shows a marked decline since
the peak reached in 1966, as a result either of the
completion of various important aid projects, as in India,
Afghanistan and Nepal, or of the political decision taken by
Agsian countries to reduce Communist aid (Burma, Indonesia).

22. The country employing the largest number of Soviet
technicians in 1969 was Algeria (2,000), where they were
assigned mainly to medical, education, oil and mineral
exploration duties, Of the 9,285 Soviet technicians working
in 35 different developing countries, 27% were located in gix
Middle Eastern countries ?Iran, UAR, Iraq, Syria, Yemen and
South Yemen), where they are mainly employed on development
projects: (1,000 of them had been working till the end of
1968 on the Aswan Dam in Egypt, several hundreds on a gas
pipeline to be built in Iran, and similar numbers on the
Duphrates Dam in Syria)., Iarge groups of Soviet civilian
personnel were still at work in India and Afghanistan,
notwithstanding a noticeable reduction over recent years.

Lzgt Furopean technical assistance was heavily concentrated on
Ifrica, wgicn absorbed about 72% of all East European experts:
particulariy Libya (1,970), Tunisia (1,430) and Algeria ?720).
In Libya and Tunisia, the majority of them were employed as
skilled labourers, technical or medical personnel not linked
to a specific economic aid project. Some 55% of the Chinese
technicians and labourers were located in four countries of
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equatorial Africa: Mali, Tanzania, Guinea and Zambia. Large
contingents of Chinese carried out preparatory works for the
Tanzanian-Zambian railway, and others were assigned %o
agricultural development projects in Mali, Most of the rest

of the Chinese technical asgistance teams were working on road-
building in Pakisten (l,OOO), Nepal (560) and Yemen (400§, and
smaller groups on various projects in Congo (Brazzaville),
Afghanistan, Mauritania, Algeria and Cambodia.

23, 4 striking feature of Communist technical assistance
has been its growth independent of aid deliveries. Libya is
an example of this, Until mid-1969, the country did not
accept any credits from Communist _countries, but technical
assistance personnel were sent in increasing numbers from the
East European countries, so that, by that time, one~quarter of
all their nationals engaged on technical aid in developing
countries were working there - the largest group of East
European technical personnel in any single country. In this
wey, a certain gap in the system of East European economic
aid to the Muslim countries stretching from Algeria to Pakistan
has been filled.

24, On the whole, technical assistance personnel from the
Soviet Union and the East Luropean countries have been
favourably regarded by the beneficiaries. They have been
praised for accepting difficult working conditions, for their
performance in éeneral, and for avoiding open proselytism of
the Communist régimes. Concern was, nevertheless, expressed
in some cases about the large numbers of Soviet technicians
needed to implement a project, and the financial burden entailed,
China hos been extending itechnical assistance with less caution
than the Soviets, Chinese personnel have been used on
projects requiring less skill and more hard labour. There is a
sugpicion that Chinese labourers sent abroad may be tempted to
engage in cruder forms of propaganda, but in the few cases
wvhere the withdrawal of labour was actually requested (Burma
and Indonesia), this was, no doubt, the consequence of the
deterioration of political relations with China rather than
ites cause,

25, The Communist countries have certainly gained
political benefits by sending technical assistance perscnnel
cbroad., The Western monopoly in this field has been broken,
and Communist ideas and technical achievements have been
demonstrated in countries where their existence were hardly
known of previously. Among the beneficiaries, contact with
Soviet and Chinese technicians and labourers generates mixed
feelings towards Communist institutions and their system of
values, Competition between the two major Communist powers
has been detrimental to both. Nevertheless, as difficulties,
deleys and inefficient use 0f equipment delivered are generally
blomed on the donor country, regardless of the share of
responsibility of the recipients, technical personnel have
played a major r8le in establishing the reputation of Communist
economic aid, Furthermore, these experts and skilled
technicians have built up important personal relationships with
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individuals of the host countries, who may, at a later date,
occupy leading functicns in their respective countries: the
Soviet Union is known to hove made special efforts to place
personnel as advisers to influential officials in key
ministries and on important projects. Although careful to
avoid the appearance of engaging in subversive activities,
technical assistance personnel from the Communist world are
undoubtedly exerting influence in directions favourable to
Communist aims. Back home, the experience gained by this
personnel can, in turn, be exploited by the Communist foreign
2id policy makers to improve their understanding of the
actuzl problems facing the various developing countries. TFor
these reasons, it is likely that technicians will continue to
be sent abroad in increasing numbers-and-that the importance
of personnel relative to other forms of aid will grow.

(e) Academic students and technical trainees

26, Since 1956, various technical training schemes have
been organized in Communist countries for skilled workers,
technicians and administrative personnel from developing
countries; on their return home, these people will be employed
on projectis set up with economic aid from the Communist
countries, In 1968, out of a total of about 1,650, including
1,500 new arrivals, 70% came from the UAR, Afghanistan, Iran
and India, where the Communist countries have major projects
vnder way. Since the start of this type of technical
asgistonce; an estimated 18,000 nationals from developing areas
benefited from such training programmes by the end of 1969.

The Soviet Union has initiated the building of technical
training facilities inside the developing countries. During
the last few years: 20 technical training establishments

have so far been built by the USSR and a further 20 are now
under construction, most of them located in countries where the
Soviet Union has undertaken major projects.

27, Compared with the 1,650 technical trainees from 20
different developing countries, about 16,000 academic students
from 76 different countries were reportedly following mor
prolonged studies in the Communiset-countries. So far,
Communist programmes for academic students have enrolled about
33,000 students, of which some 70% have been trained in the
Soviet Union., Communist China, whose academic training schemes
have been practically abandoned since the cultural revolution,
accepted no new students in the years under review. The
number of students going to the USSR has declined over the last
few yeoars as Moscow aims apparently at limiting the number to
11,000-12,000, the level reached in 1965. Although more
seiective than in the past, the Soviet programme continues to
accommodate a number of those students who lack the financial
and education prerequisites for entrarce into Western high
schools and universities, Half of those so far trained came
from African countries, about one~-quarter from the Middle East,
about one~sixth from Asia, and the remaining one~tenth from
Lotin America,
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28, The educational programmes aimed at training students
from developing countries in Communist countries appear to be
yielding less satisfactory results from the Communist point of
view than sending experts abroad. Indoctrination courses have
had to be discontinued in some cases after official protests.
Students have complained about language difficulties, poor
living conditions, severe security restrictions and racial
segregation. Some of these young people seem to have been
disillusioned by the contrast between ideals and Soviet practice
or even by the educational programmes offered at the Communist
academic institutions. The impressions gained by these
students in the USSR and other East Buropean countries could
well tarnish the image of Communist societies prevalent in
developing countries. Nevertheless, it-seems unlikely that
extended periods of exposure to Communist environment would not
leave some positive marks., Personal links are created and
many students will realise that they have obtained an education
which otherwise would have been denied them., However, the
rather poor results achieved by their educational programmes
will probably induce the Communist foreign aid policy makers
not to increase their effort in this field above the present
levels, On the other hand, the building of educational and
training facilities inside the developing countries is likely
to be intensified.

Bs | THE "BURDEN" OF ECONOMIC AID ON THE COMMUNIST ECONOMIES

(a) Share of GNP devoted to economic aid to the
non-Lommunist worlid in Eommunist ooun%ries

29, A commonly uscd way of expressing the "aid burden” in
statistical terms consists in comparing the total value of aid
deliveries to the overall resources available 1o the donor
country as measured by its gross national product, Thus, at
the second UNCTAD meeting in New Delhi (March 1968), the "omne
percent of GNPY target to be devoted in the industrialised
countries to the net flow of financial resources put at the
disposal of the developing countries was generally accepted by
Western countries, although the time period at which this goal
gshould be reached was not decided. <The~-cdlculation of “the ‘
percentage of GNP at market prices devoted to economic deliveries
is complicated in the case of Communist countries by the fact
that nelther the actual disbursements for aid deliveries nor
the aggregate figures for GNP are officially released. For
the GNP figures, this report has had to rely on US estimates(l).
Only 2 rough indication of the magnitude of actual aid
deliveries in relation to the size of the resources of the donor
countries is attempted.

(1) US Congress - "Joint Economic'Committee: Soviet Economic
Performance: 1966-1967", pages 16 and 119
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30, In order to evaluate summarily the impact on the
economice of donor countries of aid deliveries during a given
period, account has to be taken of the reimbursements made in
that period by the recipient countries. In calculating the
"net" amounts of aid delivered by Communist countries, the
importance of repayments by less-developed countries of
principal and interest is all the larger as "grants" play a
negligible rdle in their aid programmes, According to the
Communist concept, the value of all the aid delivered should
be repaid in due course. "Grants" represent merely 1.5% of
total Soviet economic aid commitments since 1954, and less than
Oe5% of East European extensions. Only in Chinese aid do
grants have some significances 14.0% of the aid extended
appears to have been free of reimbursement. .The only "grants"
recorded during 1967-mid-1969 were those extended by China to
the UAR ($21 million) and to Nepal (g2 million), and a minor
gift offeréd by Bulgaria to the UAR (valued at $0.1 million).
Since 1954, only 3% of Communist aid extended to developing
countries has been in the form of grants for which no
repayments of principal or interest are expected; the remaining
97% has to be repaid.

%l. As cumulative deliveries under credit conditions
have been growing repayments increased markedly. Data on
repayment of Communist loans are not readily available but can
be estimated on the basis of the duration and the interest
rates applied by these countries. The normal duration for
which a Soviet loan is extended is 12 years, with a one year
grace period., But, whercas in the past longer terms had
gometimes been provided for, as in 1963 when 18% of the loans
extended were for periods of mecre than 15 years and less than |
25 years, since 1965 shorter periods have become less
exceptional as "commercizl credits", generally for five to
gseven years, and occasionally up to ten years, have been gaining
in importance, East European countries have tended to adopt
similar conditions for the amortisation of their loans,
Communist Chinese loans are apparently extended for longer
periods (15-20 years). Prior to 1965, the average rate of
interest applied on Soviet loans was about 2.5%. Since then,
higher rates have sometimes been-applied {on-commercial- credits
up to 4%)_bringing the weighed average rate of interest to
about 2,8%., The East European countries have beenr moving in
the opposite direction: before 1964, the weighed average rate
was above 3% (in 1963: 3,2%), but has since levelled off to
about 2,8%., All known Chinese locans are reportedly interest-
free, ‘

32, It has been calculated that scheduled cumulative
repayments of Soviet loans starting in 1959 amounted, at the
end of 1968, to between $825 million and $850 million. Of
this total, some $165 million-$175 million fell due in 1968,
Three-quarters of these sums represent repayment of principal
and one~-qguarter interest., It is difficult to determine to
what extent such repayments were met on schedule, but it is
known that, in some cases, rescheduling has been requested by
debtor countries and accepted by the creditor Communist counvries,
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The total indebtedness of developing countries is thought to
have amounted, at the end of 1968, to approximatcly 21.9
billion vis-3-vig the Soviet Union, $0.6 billicn vis-2a-vis
the Fagt European countrics, and $£0.4 billion vis-3-vis
Communist China, Since the Western concept of "net" flow of
aid is taken to mean gross disbursements less repayments of
principal, the net flow of Soviet economic aid to developing
countries of the non~Communist world may have declired over
the last five years as follows:

*

TABLE 1

Flow of Soviet Economic Aid to developing countries

of Ihe non-comunist world —

¥

] ' Gross | Eetimated "et" flow of Soviet
disburse- rcpayment Economic Aid
Year ments Ot '
(million ripsiral | (in million | as % of
us ¢) TS ¢) Us g) GNP
1964 376 65 211 0.10
1965 356 80 276 0.08
1966 327 110 217 0.06
1967 292 115 177 0.05
1968 252 120 132 0.03%
33, For 1968, the net flow of other Communist countries

has been estimated as indicated in the following table.
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Tlow of Iiconcmic Aid in 1968 from Communist countries other
than the Soviet Union. to developing countries of
the non-Communist world
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- . g !
, Gross E ;zt;magﬁg ‘ Net flow of Economic 4id ¢
D ; disburse- paym
onoxr ments ofi 1 7 oz oD
Country el rincipa . R as % o
(mﬁélégn million (1nU§1§%i°n (market
Us ¢) prices)
Bulgaria 6 1 5 0.07
i Czechoslovakia 36 2 16 : 20 0.09 .
' Hungary 15 3 6 ) 9 0.08
' Poland 27 ' 7 20 0.06
Rumania 8 3 5 0.03
Soviet Zoune of
Germany 27 12 15 0,05
Bastern Europe 19 45 74 0.06
Oommunist»China 55 10 45 0.05

54,

In view of the above estimates, it is not surprising

that the Communist countries rejected the UNCTAD "one percent
of GNP" target on the grounds that underdevelopment was the
consequence of colonialism and that the Western world, being
solely responsible for this situation, should now have to pay
in order to help the developing countries to overcome their

problems,

The adoption of the UNCTAD proposal would have

meant the need to increase, at least twenty-fold, the aid
effort of the Soviet Union and the Soviet Zone of Germany,
gsixteen-fold that of Poland and é€leven-fold that of

Czechoslovakia or, alternatively, to claim that the GNP of the

most advanced Communist countries is very small relative to
comparable Western countries,

(b) The impact on the Communist economies of aid

deliveries %o non=Communist countries

35.

The burden of cconomic aid to developing countries

of the non-Communist woxrld is far from heavy if measured as

a percentage of national income.
exception to this generalisation:

There is, however, a mnotable
Communist China is the

only less~developed country in the world which extends econoric
2id to nations whose per capita incomes are often considexrably
larger than its own., In addition, since China cannot compete
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with the other Communist countries in the volume of aid
deliveries, she has not hesitated to offer far more generous
terms then those of the wealthier Communist countries (grants,
interest-free lorg-term loans). Compared to the size of her
cconomy, the bturden is small, though in 1968 heavier than that
borne by the Soviet Union. Given the very low standard of
living of her population and the countless needs for intermal
development, Chinese aid must be viewed as an expensive

effort to claim leadership of the underdeveloped world.

36, The aid commitments of the Soviet Union can hardly
be considered as a burden since the deliveries are far from
large and do not entail the most technically advanced
equipment, Occasionally specific industries, such as the
heavy equipment producing industry, might have felt a
temporary pressure to meet thre necessary deliveries, but, in
the main, the programme can be considered as an appendix to
foreign trade, It is a standing trade practice that exports
of heavy machinery, equipment or complete plants should be
delivered under lcong-term credit conditions. This concept is
reinforced by the "aid tying" procedure, a permanent feature
of Communist aid, according to which practically all Communist
development aid agreements provide for the delivery of goods
and sexvices to be purchased exclusively in the donor country.
Foreign old can only be considered a "cost" {o donors to the
extent that the aid~financed exports take the place of exports
which would otherwise have been sold elsewhere or at less
advantageous terms for the recipient. Soviet long-term credits
have, on the contrary, acted as an incentive for increased
trade with the developing countries.

37. MNevertheless, current Soviet domestic needs nmight
compete with the reguirements of development aid programmes
whenever the problem of allocation of resources becomes more
acute, a2ll the more since the sectors supplying the aid
programmes might be precisely those where domestic needs are
most seriously felt: chemicals, metallurgy, engineering,
electric power irndustries and complete factories for consumer
goods, Military and space programmes may further reduce the
nugber of options left for domestic civilian needs and -
foreign aid. There has been criticism about the choice of
countries selected for aid and about the slowness in completing
projects., In other Communist countries, there has also been
some criticism of Soviet aild to non-Communist countries; in
fact, events have shown that Soviet political influence has
not always been maintained despite substantial outlays.
Furthermore, the technical assistance programme deprives the
Soviet Union of thousands of skilled technicians and
engineers working abroad, while large numbers of students from
developing countries are taling advantage of academic
facilities and housing accommodation sometimes denied to
Sovict youth., All these factors may at times generate
discontent incommensurate with the real economic cost of the
programme, for, in terms of economic capacity, the Soviet Union
could, if it wished, increase substantially its foreign aid
effort in the non-Communist developing areas.
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38, Among Dast European countries, Czechoglovakia is by
for the most committed to ecconomic aid, Tt was the Ffirst East

-European country to enter the field (in 1955). It is

providing economic aid to a larger number of individual
developing countries than any other donor country in that groupa
Its total cormitments in absolute terms exceed those of
covntries with larger econdmic resources, such as Poland or

the Sovietl Zone of Germony, and its deliveries in 1968, on a
per capita basls,; or as a percentage of GNP, are more than
twice those of the Soviet Union. Even so, it does not seem
that deliveries to non-Communist world impose severe strains

cn the Czechoslovak economy., »Much of what has been said about

the impact of aid on the Soviet eccnomy is applicable.to L

Czechoslovakia, in particular, the effect of aid as a stimulus
to exports of capital eguipment. The poor performanze of the
Czechcsicvak economy during the past few years, in comparison
with other East Furopean countries which do not offer similar
amounts of foreign aid, and the resulting dissatisfaction have,
however, exacerbated the undercurrent of resentment against the
alleged burden of forsign cconomic aid, An sdditional reason
for discontent resulted from the growing awareness that, if
not directed by Moscow, the foreign aid programme of
Czechoslovakia was largely inspired by it, while urgent
domestic needs required a2 serious reorientation in the
allocation of resources,

9. The impact of eccnomic aid to developing countries
of the non-Communist world on the economies of Poland and
Hungory, which are the next largest sources of actual Communist
aid, is less important than persistent press and other reports
of public resentment would warrant., The Soviet Zone of
Germony, apart from some specific efforts undertaken for
political prestige reasons, has avoided getting involved in
any large scale foreign aid programmes, Although the Zone is
economically the most advanced among the East Furopean
countries, it devotes & smaller share of its resources than
the other industrialised Eost Buropean countries to aid. 4
possible explanation for this state of affairs may be found in
that her production of capital goods is of direct interest to
the Soviet Union, which already absorbs the bulk of the Zone's
exports in this field, and inhibits the USSR to exert pressure
on the Zone for a larger participation in the East European
economic aid effort to developing nations,

40, Nevertheless, when evaluating the "cost" of economic
ald to Communist donor countries, it should be borne in mind
that such aid is never conceived of by its authors in
firancicl terms, "Credits” extended by Communist countries,
although generally expressed in roubles or occasionally in
the national currency of the recipient country, are merely
indicative of the volume of material goods to be delivered,
the "repayment" of which will also be in the form of material
goods, The availability in the Communist donor country of
"aid goods", mainly capitel equipment, ie a limiting factor.
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Such goods are produced according to plan, and it rarely
happens that they become aveilable incidentally, as the
result of the plan overfulfilment for instance. Of course,
econonmic calculations may haove to give way to political
considcrations and, in order to take advantage of an
opportunity that has presented itself, it may be decided to
divert equipment from internal to external use. Such
developments, however, may have disruptive effects out of

_proportion to the "rouble" value of the goods involved. It

is indéeced one of the main characteristics of the command
planning system that resources tend to be fully stretched,
leaving little "idle" capacity for emergencies. The system
thus reduces the flexibility of the economic aid progiammes,

- The Western concept of relationship bétween "aid" and overall

economit¢ capabilities, expressed in global value terms

(% of GNP), tends to overlcok the rigidity of the Communist
econony, where a rapid shift may create disturbances which
can be resolved with greater flexibility and faster by a
market type of economy.

(c¢) Communist Mutucl Economic Assistance

41, When appraising the economic weight of economic
asgistance programmes to developing cowmtries, aid deliveries
to developing Communist countries might be taken into account,
Current plans for economic development in the latter countries
rely heavily on medium cnd long-term credits vo cover thelr
purchases of industrizl machinery, complete plants and
transportation equipment available in the more advanced
Cormmunist countries, including the Soviet Union. The so-called
"mutuol economic aid" programmes among Communist countries
were lnitiated after the war, and at the end of the decade
1945-~1955, when the aid programmes to non-Communist nations
were launched, total commitménts had reached a cumulative total
volued ot about $3.5 billion, of which 73% extended by the
Soviet Union. Since then, another $11.0 billion have probably
been added (as against $10 billion extended to non-Communist
countries), of which about 70% by the Soviet Union. Many of
these credit arrangements (grants are thought to represent

-gbout 12% of these commitments) include provisions for

technical assistance and clauses for the construction of
buildings and the installation of the purchased capital goods.
Furthermore, educational and training facilities have been

put at the disposal of nationals from recipient Communist
countries, This "mutucl 2id" generally entails interest at

2% with rcpayments in 15 annual instalments starting after the
actual delivery of the goods.

"42, It is difficult, in the ahsence of precise official
data, to evaluate the drewings om such credits, and even more
so to estimate the actucl repayments of capital. Assessment
of the economic impact of aid is complicated by the fact that
practically all the East ITuropean countries are simultaneously
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donors and recipients, Turthermore, it should be borne in
mind that, in the early post-war period, the Soviet Union
took from the Ezst Europeon countries, in the form of
reparctions, dismantled plonis and shares in industrial
companies, amounts comparcble to what was later extended to
these countries in the form of development credits. Most of
these credits have been used to restructure the industrial
production of the recipient countries according to Soviet
needs, thus intensifying the interdependence of these
countries and the USSR; "Mutual credits" between the Soviet
Union, the Soviet Zone of Germany, Czechoslovakia, Poland and
Hungary have been disregorded in the following estimates,
which seck to evaluate oid to "developing" countries,

43, Judging by Soviet official sources(l), of the 1,560
Industricl enterprises ond other projects so far envisaged by
the Soviet Union, some 890 (or 57%) had been completed by the
end of 1968, Since 1945, a total of 80,000 Soviet
speciclists are said to have been sent to work in other
Communist countries and 40,000 nationals from Communist
countries to have had some training in the USSR. It would
seem thot, out of a total of $7.7 billion committed since
1954 by the Soviet Union to Communist developing countries,
some $6,0 billion had been drawn by the end of 1968, including
$£1.5 billion delivered to Communist China before 1961 and
completely repaid by the latter before the end of 1965.

44, Another indicaotion of the size of the actual flow
of Soviet economic development aid deliveries to Communist
countries may be found in the official trade statistics of
the exports of "equipment ond materials for complete plants™,
It has been estimated thaot these figures may represent some
80% of totol drawings on economic aid credits in the case of
deliveries to non-Communis+t countries, the remaining 20%
covering technical serviées, machinery and equipment other
than for complete plants, grants and other development aid
arrongements(2)., If this calculation is applied to deliveries
to Communist countries, reported in the official Soviet
statistics, the following picture emerges.

glg EKONOMICHESKAYA GAZETA (November 1968)
US Congress, Joint Lconomic Committee. "Soviet Economic
Performance 1966-67", page 119
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ABIE 3

-~ Bstimated Gross Flow of Soviet Economic Development Aid
o Communist Deveioping countries

(million US g)

{ To European ! To Asian 3 3 g

i Communist | Communist To Cuba(a) TOTAL |

; Countries + Countries ' . ‘.

1964 L 158 242 b 57 1oas7

11965 200 106 36 342
1966 245 134 33 412
1967 269 149 50 468
1968(v) 305 160 50 515

: (a) TFor Cuba, to the figure for exports of equipment for
L complete plants were added the estimates for technical
' agsistance, as indicated in AC/89-WP/207, page 59

(b) Provisional

g Ty

45, Keeping the Cuban economy afloat represents for the
Soviet Union a far more costly operation than would appear from
the deliveries of development aid recorded in the table above,
According to Soviet statistics for 1968, the deficit of Cuba
in its trade with the USSR increased to an all time record of
$346 million (Soviet exports: $624 million, Soviet imports:
2278 million), bringing the total Soviet financed trade
deficlt, which has been steadily growing since 1960, to some
$#1.9 billion. Besides, it chould be recalled that the Soviets
have been buying Cuban raw sugar at a support price of 6.1 cents
per pound f.0.b., while the average spot price prevailing on
world markets declined from sbout 2 cents per pound in 1967 to
1.7 cents in 1968. Soviet purchases ¥ Cuban sugar at such
prices amounts to an estimated additional subsidy of
$160 miilion-$180 million for the year 1968. Thus, non-
developmental aid, such as balance of payments assistance and
sugar cubsidies, may have amounted to about $465 million
during the year, Total assistance to Cuba (exclusive of
military aid) represented more than the total net flow of
Soviet aid to the rest of the world and some 0.12% of the
egtimated GNP of the USSRy :
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46, The other major Communist claimants of Soviet aid
have been Bulgaria, Mongolia and Nerth Vietnam, while smaller
amounts of economic development aid went to Rumania,
Yugoslavia and North Korea, Whereas, during the six-year
period 1955-1960, East European COMECON countries received
55% of Soviet econcmic aid extensions to Communist countries,
during the next six years, 1961-1965, their share fell to
about 34%, In 1967 and 1968 increased deliveries of capital
goods and complete plants, in particular to Bulgaria, have
since redressed the balance in favcur of East European
countries.

47, Communist China and East .European couniries (mainly
Czechoslovakia, Rumanie, the Soviet Zone of Germany and
Bulgaria) have carefully maintained their trade balance with
Cuba more or less even, A1l of them have extended
development credits for specific projects and technical
agsistance, and agreed to pay for Cuban raw sugar at a premium
price although some of them have occasionally paid less than
the Soviet support price, It may be estimated that
developument aid deliveries to Cuba in 1968 from such sources
amounted to some $35 million and sugar subsidies were equivalent
to a further $80 million,

484 Albania, which absorbs nearly as much Chinese credits
ag those extended by China to the rest of the world,
represents a serious licbility for the latter country. The
main development aid recipients in the Communist world of
Chinese assistance during 1968 are thought to have been
Mbania (370 million), Cuba (15 million), North Vietnam
(g7 million), while North Korea ard Mongolia received minor
amounts, Fast Buropean countries, apart from aid to Cuba,
participated in economic aid deliveries mainly to North Vietnam
and lMongolia. ZIstimates of all aid to Communist developing
countries are as follows:
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TABLE 4

C-M(70)42

Istimated Net Flow of Communist Economic Aid in 1968 to

e

Communisy Developing Countries
i I Trade |
§ Net t Bnlance | Net flow of aid as % of
i Developmen® rssistance | GNP (market prices)
Donor Country aid ;nd Price
(inUgi%%ion Svbgidies Development Total Aid
to Cuba Aid
(1) (2) (3) (4) = (2) | (5) = (2+3)
§# Czechoslovakia 30 ¢ 0.13% ?
4 3 ' .
 Hungary h 8 b 0,07 :
Poland 20 0.05
f Rumania 5 0.03
§Soviet Zome 25 0.09
'{Easterﬁ Europe
' Tota1‘~ 83 50 0.07 0.12
~ Bsoviet Union 315 465 0.08 0.20
-.iCommunist China 95 30 0.11 0.14
fGrand_Totgl 493 545

49.

The Communist countries are providing developing

Communist countries with 80% more credits than they grant to

other developing nations.

elsewhere, thus:

In 1967-68, deliveries per head of
popuwlation to Communist coumtries (six of them with a total
population of 53 million) was congiderably higher than

Albania $35,0, Cuba £10,5, compared with

#5.8 to Syria, $3%.8 to UAR, and less than $3 in the other

countries,

The aid rececived by these few Communist developing

countries is comparable with that received by the most
favoured recipients of Westerm aid(l).
in its early stages of economic development, has undertaken to
provide 2id but is not receiving any.

Communist China, still

The special position of

(1) The recipients of the largest amounts<per head of net

official economic assistance from OECD-DAC countries (annual

average 1964-67) weres

Overseas French territories in America:
Overseas French territories in Africa:

2177.1
$115,7

Israel $44,2; Papua and New Guinea $38.2; Jordan $31.9;
Laos $23.7; South Vietnam $2%.0; Tunisia $18.9

NATO
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the USSR has been "justified" by the Soviets on the ground that
the fast economic growth of the Soviet Union is the surest way
towards economic progress for the Communist world as a whole,
In fact, the widening gap bétween "rich" and "poor" countries,
often denounced in the West, is just as much a feature of the
Cecmmunist as the non-Communist world.

Ci THE IMPACT OF COMMUNIST AID ON THE ECONOMY OF RECIPIENT
~ COUNTRIES

(2) In General

50. The Soviet economic system is presented by the USSR
to developing countries as a blueprint of a short cut to
developnent and economic independence. The Soviet Union, when
it claims that its aid helps to speed up economic growth,
views the latter in terms of the Soviet experience, hence the
insistence on the development of "heavy industry”" with direct
governmental control and plenning. The aim is a social
restructuring along Marxist lines, promoting a faster
increase in the numbers of workers in large scale industrial
units thon in agriculture, handicrafts and services. Soviet
aid thus favours the unbolanced growth pattern typical of the
Communist system, implying a relative disregard for the
consumer goods sectors and a near neglect of agricultural
development. Though agriculture still plays a crucial réle in
2ll the underdeveloped countries, Soviet help has been minimel
in this sector. About 70% of Soviet development aid has been
concentrated in sectors such as steel production, engineering
ond metal working, dams and hydro-electric power stations,
0il and other mineral prospecting and exploitation, chemicals,
Agricultural projects account for only 2% of total aid
delivered,

51, In the past, thé Soviet Union was often ready to
approve, without question, any project which the recipient
country wished to undertake, whereas investment aid from the
West was generally confined to projects justified on the basis
of o careful study of their profit earning capacity. The
"line of credit™ procedure, offering global large scale
amounts for unspecified projects, introduced by the Soviet
Union and used until the cnd of the 1950s, occasionally led
to the undertaking of costly prestige projects whose
woastefulness has since been amply demonstrated. The principal
end interest on some of the sports stadia, luxury hotels,
official palaces, exhibition buildings, theatres, are still
being repaid by developing countries in the form of additional
exports. Such cases of misuse, however, should not be
exaggerated., The USSR hos learned by experience that
uneconomic use of credits may backfire on the lender even if
he refuses to accept the responsibility of telling sovereign
nations how to spend the money provided. Over recemt years,
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the cxtension of any important new Soviet credit has always
been preceded by detailed feasibility studies. Nevertheless,
in the Soviet Union, the cconomic utility of a given project
ig osséssed according to the Communist concept of economic
growth, while political considerations continue to play a
decisive rBle in the finol Soviet answer, Thus, the Soviet
Union has undertaken a number of projects that had been
rejected by Western countries or from which the latter had
been excluded (Aswan Dam in BEgypt, Euphrates Dam in Syria,
Bokara steel mill in India, oil exploration in Iraq). The
ontimum economic allocation of resources requires a
sophisticated analysis (opportunity cost) which, in the
absence of comprehensive and reliable statistical and
financial information, becomes difficult., Furthermore, the
final decisions of govermments are not made on purely economic
grounds, In the case of developing countries, social and
political considerations (economic independence, national
prestige) have often played a decisive rdle independently of
the cost-~effectiveness of the project.

52. The East Buropean countries have been more cautious
in their approach to economic aid; nevertheless, some
spectacular and widely known mistakes due to lack of
experience have been mede (e.g. a sugar refinery using sugar
beet as raw material was sent to Indonesia, where only sugar
cane is available; bulldozers fabricated for use in snow and
ice were sent to Guineaz ,..). There has been some attempt to
co~ordinate aid efforts within COMECON. The Soviet Union is
the only country capable of undertaking the really large scale
projects, while the East European countries concentrate on
less ambitious and more diversified projects. The latter have
devoted a2 larger share of their efforts to industrial sectors
more directly concermed with the production of consumer goods
(textile, footwear, tyre faetories, cement, food processing,
printing presses). In some cases, East European countries
act as sub~contractors for large Soviet aid projects, and, in
general, can be said to provide aid complementary to that of
the Soviet Union. A new form of collaboration with
developing countries started by East European countries in
recent years consists in setting up "mixed" plants in
developing countries to asscmble component parts that cannot
be produced locally. The loans granted are considered as
shere capital, production is planned in common, and the
repayment takes the form of deliveries of the goods produced.
Such form of ald benefits both the lender and the borrower,
but it is difficult to determine who benefits the most as it
reduces the flexibility of the economy of the recipient
country by limiting the frecdom of choice for its purchases
and deliveries. This system, which has been adopted by the
Soviet Zone of Germany, Poland, Rumania and Hungary, has not
yet reached significant proportionsz, but it may well develop
considerably in the near future.
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53, Communist Chinz, which had unfortunate experiences
vith the Soviet model of development based on priority for
heavy industry, has been challenging the USSR by offering a
variant to the Soviet blueprint. The Chinese have been
urging the developing countries to be more self-reliant, to
oreserve theilr independence and to pay more attention to
economic considerations in their investment programmes., The
Chinese also lay more stress on the agricultural sector, as
they sce the peasants as the main revolutionary force in the
Third World., The economic capability of China to extend
meaningful. economic aid o developing countries is obviously
limited, and their credits have been generally concentrated on
undertakings of a labour intensive character, such as road
and railroad building, smell light industrial enterprises and
agricultural pilot projccts. ZEven so, it has been reported
that Chino was unable to mecet its obligations in Nepal and
Burma and had to substitute less demanding projects for the
ones it had originally intended to construct. Nevertheless,
in their effort to outbid the Soviet Union, the Chinese have
occasionally delivered commodities (rice, wheat, sugar) under
credit torms and extended small loans of hard currency to some
African countries., In 1267, for example, they extended
$21 million, on credit terms, in wheat and forcign exchange to
the UAR; Chinese aid has been helpful to a few developing
countrices in overcoming short-term difficulties, but is
inadequate to exert a dccisive influence on the fundamental
problems of economic growth.

54, Given the limited scope of Communist economic aid
delivered up to mid-1969, it is only by being heavily
concentrated that it could be expected to have an impact on .
the development of recipient countries, Furthermore, Communist
aid progrommes gathered momentum only after 1961 and in most
recinient countries the assistance so far drawn has not been
very largc. Out of the 42 countries accepting Communist aid,
26 countries have go fer drawn less than 350 million each,
and only four countries more than $250 million. The size and
stage of development reached by the recipient countries are
2lso to be considered when an attempt is made to evaluate the
contribution of aid to economic growth. Out of the 42 recipient
countrics, 22 have a populciion of less than ten million and
only five countries havec more than 35 million inhabitants,
Small omounts of aid in countries of limited size, development,
resources and population (Yemen, Mali, Guinea all have
populations of less than five million3 may contribute in an
apparently mere effective way than much larger deliveries to
vast countries (India: 524 million inhabitants).

55. 1In very few countries, Communist aid has contributed
to a sizable increage in productive capacity. This was the
case in Afghanistan, the United Arab Republic, Syria, Iraq and
India. In most of the other main recipient countries, such
oild has been used to build up the economic infrastructure:
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geological exploration, communications, road and railrcod
building, port development, airport construction, hospitals,
technicel training centres and institutes. Inn this
connection may be cited: Yemen, Guinea, Iiali, Somalia.
Norie of the counitries mentioned have recorded oubstonding
economic performence during the last decede, but this s
not be seen a8 reflecting Commmist aid ineffectiveness, it
stresses only the fact that foreign econcmic 21d cennot be used
e o )

as a substitute for the internzl efforts undertaken by the
developing countries themselves,

(b) Countries vhere Communist aid contributed to.
gsignificant i1ncreases 1n productive capacliy

s¢ AFGHANISTAN

iy

o

iﬂi

SHER KHAN

, *
AFGHANISTAN PUL-1-KHUMR!
Population

16.1 million KABUL

GDP per head (1968) :

about $75 @ FARAH

\-‘\\\\\\ﬂ*KANDAHAR

Communist aid :
total extended
since 1954 :

$ 736 million
total drawn :
mid 1969 :

$ 553 million

or $34 per head
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is at least as important as economic aid from Western countries,
mainly the United States and Germany. Soviet aid started as
early as 1954, During the first five~year plan (1956-61),
roughly one~third of total gross investment in the country
consisted of Soviet deliveries., This share was further
increased to about a half during the second plan (1962-67).

By mid-1969, a volume of $183.4 million worth of Soviet aid
remained at the dispossl of the country for projects under the
second plan to be completed and for new projects under the
third plan (1968-73). Soviet participation in the third plan
so far undertaken amounts to $127 million new credits extended
in 1968, and will continue to be concentrated mainly on basic
indugtries and communications. In-comparison with Soviet
assistance; aid extended by the East European countries (in
total $11 million since 1954) and Communist China ($28 million
in total) is negligible in economic terms.

57. Up to now, road construction has absorbed a fair
share of Soviet aid, ~Among the major projects completed should
be mentioned the KuSka-Herat-Kandahar road linking the North
Vestern region, from the Soviet border, to the South Eastern
part of the country. For its comstruction, the USSR extended
in mid-1959 a grant of about $120 million. In addition,
several bridges and road maintenance projects were undertaken
ag well as improvement works on vmrious airfields. In the
field of energy, out of a total national production of about
350,000 kwh in 1967, more than a quarter was provided by a
hydro-electric plant in the horth of the country at Pul-I-Khumri,
built with Soviet assistance, that went into operation in
May 1962, The USSR helped to set up at least three other hydro-
eleciric plants with a total capacity of 100,000 kwh, part of
which is to supply electric power to the Uzbek SSR. A nuclear
reactor was also to be put at the disposal of Afghanistan for
research purposes in the field of atomic energy. Another
major project under way provides for the extraction of
2 billion cubic metres of natural gas per year, of which
1.5 billion is to be sent to Dusanbe in the USSR along a pipeline
already built with Soviet ald. In addition to the
construction of liquid fuel dumps in seven major towns, the
USSR is building an oil refinery with an annual capacity of
50,000~60,000 tons.

58, As far as the chemical industry is concerned, the
Soviet Union has undertaked a survey tor a fertiliser plant
and will eventually set up o chemical research institute in
Kabul, The building of a steel mill had been considered, but
the results of the feasibility study undertaken by the Soviet
Union are not yet known. The Chinese contribution has mainly
been the building of a textile plant near Kabul and the
Czechoslovaks have built two cement plants and a fruit cannery,
Motor repalr workshops have been set up in various cities with
Soviet aid, and in Kabul the construction of a prefabricated
housing factory, two flourmills, grain silos and additional
storage buildings has been completed.
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59, " As regards agrioulture, several important irrigation
projects, including the donstruction of dams, have been
undertaken by the Soviet Union, mainly in the northern half of
the country. Four experimental farms linked with the
irrigation projects have been established. These various
projects have undoubtedly contributed to increasing
agricultural production, and the Soviet Union has occasionally
helped out by sending, usually in the form of gifts, sizable
quantities of wheat %40,000 metric tons in 1959; 50,000 tons
in 1960; 25,000 tons in 1963). In addition, commodity credits
(sugar, gagolene, etc.) have been extended on several
occasions.,

60, As far as education is concerned, various technical
gchools, laboratories end institutes have been constructed
with Soviet =2id. Over the past 5-6 years, between 1,000 and
2,000 Soviet civilian technicians have been at work in the
country asgisting the Afghang in the construction of the
various projects., Finally, since 1856, nearly 900 Afghan
academic students and 580 %echnicians have benefited from
cducation and training facllities in the Soviet Union or in
other East European countries,

61, On the whole, it seems that Soviet aid has
contributed significantly to the opening up of the country,
to developing the exploitation of its natural resources, and
t0 helping it in its first steps towards industrialisation.
Nevertheless, this development has incidentally led to .
linking Afghanistan economically more closely to the neighbouring
Soviet Republics. The Soviet efforts have been mainly
concentrated on the northern part of the country, and the
development works underteken, e.g. at the Sher Khan fluvial
pert on the Amu Dariah river, have provided a permanent base
from which the Soviet-Afghan economic relations can be further
intensified.

62. The degree of economic dependence on the Soviet
Union reached by Afghanistan is without comparison in fthe
non-Communist world, In 1967, it..imported an.estimated 63% of
all ite foreign purchases from Commrunist countries and
exported 38% of its sales to them. Yet Afghanistan has
constontly avoided any direct Soviet interference in its
internal affairs and hes kept its links with the West alive.
If the Soviet motive was originally to use economic penetration
a8 a2 means to absorb this country into its orbit, Afghanistan
has so far been able to keep its own path of political and
economic development., For the time being, it would seem that
the USSR has had to accept the view that it might be wiser to
use the country as a showcase for Soviet aid to a non-Communist
country rather than to attempt to turn it by force into a
recalcitrant satellite,
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1966) : $ 189
Communist aid : ASWAN
Total éxtended
since 1955+
$ 1,682 million . e
Total drawn up e
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$ 883 million o 21— ———
(or $ 28 per head) i

Next to Afghanistan, the UAR (Egypt) has been tue country where
the economic aild activities of the Communist countries have
apparently had the most direct bearing on tlie economic
develooment of the couniry, but, in the UAR, cortrary to what
happened in Afghanistan, the East European countries contributed
significantly to a common Communist effort, in which even
Communist China has attempted to play its particular, thougn
modest, réle. The Communist countries have, since 1953, been
the largest source of credits for the indusirizlisation
programme of Egypt, exceeding Western aid in that field. It con
be saild that the Communist aid efforts in the UAR constituted
the first major bid by Communist countries to gain influence in
the Middle East.

NATO SECRET
- 46 -




PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

DECLASSI FI ED/ DECLASSI FI EE -

«

"

NATO CONFIDENTIAL
-47- © C-M{70)42

64. The programme started in early 1958, when the Soviet
Union extended a first line of credit of $175 million. The
largest share of these credits went to the metallurgical
industry, particularly to the iron and steel works at Heluan,
Petroleum prospecting and exploitation constituted another
favourite sector of Communist aid, although here these efforts
proved less successful than Western ventures. The engineering
and chemical industries received their share in addition to a
number of projects in such sectors as food, textiles,
ghipyarde., It was in 1958 too that the USSR extended its
first credit ($100 million) for the construction of the Aswan
High Dem, supplemented in 1960 by an additional credit of
$225 million. Drawings on Soviet economic credits during the
first five~year plan (1960~65) are estimated to represent
about 10% of total gross investment and nearly 25% of
investment in industry, electric power and the Aswan Dam.
During that period, the share of manufacturing industry in the
netional income was stated to have risen from 20% to 22%,
and industrial production rose by about 45%.

65. TFollowing the first five-year plan (1960-65), a
second seven-~year plan was announced in 1966 providing for
total investment of £7.4 billion (£E 3,2 billion)., In that
year, the Soviet Union extended a new line of credit of
$177.7 million for projects under this second plan., However,
at the end of 1967, a reappraisal of the prospects after the
June Wer led to the approval of a three-year programme
{1967~70), consisting of priority projects due for completion
in the current seven-year plan, The total amount of investment
for the three~year progromme was expected to reach
$2,5 billion (£E 1.1 billion). In the first year, the
investments (@816 million or £E 355 million) were to be divided
between industry (28%), agriculture (10%), irrigation and
drainage (11%), the Aswan Dam (3%); transport and
communication (14%) , housing (10%), the Suez Canal (3%), and
miscelloneous services., However, progress on several projects
glowed down considerably due to postwar dislocations, and
aefter June 1967 the Communist countries concentrated their
2id on short-term needs for commodities and hard currency.
They undertook to deliver 1 million tons of wheat (valued at
$11 million) and $10 million in hard currency. Apart from
relatively small amounts of aid extended in 1967 by France,
Germany end Italy (in total less than $30 million), Westernm
ald dried up. '

66, Since then, the Soviet Union has concentrated its
effort in the field of economic assistance on the rapid
completion of the Aswan High Dam, the power station of which
was lnaugurated in January 1968, one year ahead of schedule,
and the entire project is to be terminated in July 1970. The
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only work still outstanding in January 1970 was the installation
of three power station turbines. The other major project for
which the Soviet Union has indicated a special interest is the
expansion of the annual production capacity of the Heluan '
steel plant, for which the USSR extended in 1964 a credit of
$155 million. Rumania and the Soviet Zone of Germany agreed

to assist in some of the priority industrial comstruction
projects included in the new three-~year programme under credits
extended earlier,

67. The major contribution by the USSR towards the
economic development of IEgypt is obviously linked to the Aswan
Dam, one-third of which was financed by Soviet loans amounting
to $325 million. It was stated by the UAR Authorities in
January 1970 that the first loan (100 million for the first
stage) had been completely repaid and that repayments on the
second loan ($225 million) would start at the end of the year
and consist of 12 instalments, the last one in 1982, The
economic significance of the Aswan High Dam may be indicated
by the following figures: it has been estimated that the
increase in national income resulting from the dam will equal
its total cost in two years! time, The electric power
produced will practically double the electric energy aveilable
to the country. By the end of 1969, the hydro-electric '
power station had already generated 4 million kwh, while total
domestic electricity production in 1966 amounted to slightly
less than 6 million kwh. It will provide cheap power to
industry and the comnstruction of an alumina factory with
Soviet aid is under consideration, The elimination of annual
losses in agricultural production due to floods in 1969 has
added an estimated $25 million to the annual national income
derived from agriculture., The total benefit in 1969 from the
Aswan Dam represented about 4% of national income.

68, Nevertheless, the economic consequences of the Arab
defeat in June 1967, and the renewed priority accorded to the
defence sector, are reducing the rate of growth of the
econonmy: in 1968~69, the industries in the public sector
increased their production by 3.6%. On the other hand,
disccveries of rew petroleum deposits, malnly as a result of
WVestern prospecting, have continued, and, despite the
prevailing tension with Isrsel from April 1968 until April 1969,
petroleum exports increased by 7.2%, The closing down of the
Suez Canal snd the possiblility of serious war damages to the
induetrial installations, as exemplified by the destruction
of the oil refineries at Suez, have altered the economic
prospects of the country.
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Population (1968) :
8.6 million

GDP (market prices)
per head (1966) :
$ 262

Communist aid :
T aal extended
since 1959 :

$ 427 million
Total drawn up
toend 1969 : K
$ 153 million 0 500
or $ 18 per head

The bulk of Communist aid to Iraq, provided naoinly by the USSR,
datos baclk to the time of the Ioscem régime. In March 1959,
the Soviet Union extended & line of credit of $137.5 million
Tor o lorge voriety of projects under the then prevailing
development plen. After 2 period of hesitation, in 1964-65,
relations with the Scviet Union gradually improved again, and
deliveries of economic =id were reactivated after the June 1967
jiar, Yestern 2id, which hcod been considerable before 1958,

fluectucted inverselye During the first half of 1969, the

Soviet Union underitcolr new 2id commitments amounting to

Z121 million. A mojor effcrt was made by the Soviet Zone of

oxrme which extended 224 millicn for verious industrial

jen, commumication projects and agricultural development.
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70, The most tanglble assistance received from the Soviet
side so far has been concentrated on the important
Baghdad~Bagra railroad link, which has been repaired and
extended with the aid of Soviet equipment and- techmnicians.

In the industrial sector, about 30% of the total investment
during the period 1958=63% was of Communist origin, including
such items as a pharmaceutical plant, a glassware factory, a
canning factory, a cotton textile mill, a knitting and hosiery
factory, an electrical equipment factory.

71. 4 large number of industrial projects set up with
Communist aid proved, however, not particularly efficient,
and complaints were voiced as to the quality of the equipment
delivered. The Soviet Union helped also in developing the
broadcasting and television network, and set up the East
Baghdad telephone exchange, In agriculture, various irrigation
schemes in South Traq were undertaken, five experimental farms
constructed, and four tractor stations established. Grain
storage facilities were also provided. After 1965, the main
effort seems to have been on the technical assistance side of
the economic aid programme, Techmnical aid was extended by the
USSR to the governmental oil exploration and exploitation
company, where Soviet experts were able to exert a direct
influence on the gevermmental policy, In addition, drilling
equipment and a small geological equipment repair shop were
delivered, In 1967, Irag signed a technical co-operation
agrcement with Bulgaria, and Czechoslovakia undertook to
provide industrial consulting services. The number of
Communist civilian technicians in the country is indicative of
the overall trend of Communist aid mentioned above: it
reached its peak in 1963, when it was reported that 1,175 .
experts were at work in Iraq; this figure dropped to 475 in
1964, and increased gradually thereafter to reach 1,040 by
mid-~1969, After the 1967 war, Iraq received part of the
$10 million emergency relief aid extended by the East European
countries to the Arad states.

T2. It is too early to evaluate the use that will be
made of the new line of credit opened by. the.Sowiet Union in
1969, but it seems that the main effort will continue to be
in the provision of petroleum equipment and technical assistance.
Petroleum constitutes more than 90% of total Iraqi exports, of
which go far only a negligible fraction has been sent to
Communist countries (mainly Communist China). As long as the
Soviet requirements of oll are covered by domestic output, the
economic development of Iraqg will continue to depend on its
ability to buy equipment in the West, against sales of
petroleum, Iraqi imports from Communist countries reached
their peak in 1965, when they accounted for a quarter of the
total, after which they declined to about 20% in 1968. The
most important sources of supply for Iraq in the Western world
have traditionally beent +he United Kingdom, Germany, the
United States, Japan and Italy, while Iraqi exports find their
main markets in the United Kingdom, France, Italy, the
Netherlands, Japan and Germany,
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Total drawn up

to mid-1969 :

$ 181 million or
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Syrie is the country vo which the largest volume of Communis®t

developnent aid has been extended in relation to its

vopulation, although most of this aid has not yet been
utilised. The first, rather modest, Commmist credits were
ogrented by Czechoslovalkia and the Soviet Zone of Germeny at
the end c¢f 1955 and 1956, for the construction of a few cement
plonts, sugar refineries and small textile factories. In
Octcber 1957, the Scoviet Union opened a line of credit of

£100 million for economic development. The most important
single project was o rail link between the port of Lataliia and
the north eastern part of the country. In addition, various
geological surveys were undertsken. The Soviet Zone
complemented this scheme with 2 few minor industrial projects,
while Czechoslovakiz undertook the building of a petroleum
refinery at Homs.
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74, After these initial steps, the USSR made a major
move in April 1966 when it undertook to provide $133 million
for the first stage of ‘the Euphrates Dam., Soviet interest has
since been concentrated on this gigantic multipurpose
undertaking, the rest of its aid being concerned with petroleum
prospecting and railway trensport. The other Communist
countries have also contributed to the overall industrialisation
programme, Cgzechoslovekia agreed to expand the Homs petroleum
refinery!s initial capacity from about 750,000 tons to
2,5 million tons per year. (Domestic consumption of oil
products averaged in the 1960s about 1 million tons per year.)
Poland and Bulgaria underitook to help the country increase its
output of phosphates. Rumania sold machinery and equipment
on credit terms. The Soviet Zone of Germany extended aid for
port equipment, machinery for highway construction and various
other minor projects.

75. The second five-year plan (1966-1970) is to be
financed two-thirds by domestic resources and one-third by
external sources, Syris is heavily relying on Communist
countries in general, and on the Soviet Union in particular,
for external aid resources, Western aid over the last ten
years has been minimal, Italy being the main country that has
extended sizable amcunts of official assistance. By far the
most outstanding project under the present plan is the
congtruction of the first stage (180 million) of the Euphrates
Dam, on which work was started in March 1968, The total cost
of %his project has been estimated at about $650 million
(S 2.4 billion) and the High Dam is scheduled to be completed
in 1972, It has been calculated that the dam will allow the
irrigation of 640,000 hectares of land, thus more than
doubling the total area under irrigation in the mid-1960s
(600,000 hectareg). It will, at the same time, boost the
production of electricity by adding an anticipated capacity
of 1.5 million kwh to the present level of about 700,000 kwh,
The overall importance of the project i1s best illustrated by
the calculation that, once finished, it could add about 20%
(£3.80 million) annually to the national income of the country,

76. By concentrating their aid efforts on selected
sectors of industry and commmication, the Communist countries
have been able to play a part in the economic development of
Syria according to their favourite pattern of strengthening
the public sector in the industry and, more particularly, in
0il prospecting and exploitation. Nevertheless, the small
scale industries, handicrafts and services in the private
sector have been expanding, though at a slower pace than those
in the public one. The bulk of the population is still engaged
in agriculture, which accovnts for about ocne-third of the
national income, Overall cconomic performance over the last
decade hos not been very sitriking: the average annual increase
in per capita income has bcen estimated at less than 2% as
against the over-ambitious target of 5% set in the first
five~year plan, Since then, increased tension with Israel has
diverted attenticn from economic growth towards defence,
2lthough the work on the major projects, including the
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Euphrates Dam, has so far not been affected. During 1969, 750
civilian technicians from “ommunist countries were still at
work in the country, of wuaich two-thirds ceme from the USSR,

T7e One of the consequences of the Communist aid
programme has been the increasing economic dependency of Syria
on trade with the Communist worlde. Nevertheless, in 1968,
about 70% of its total trade was still directed towards

‘non-Cormunist countries, among which Italy, Germany, France,

Irag, the United Kingdom are the main suppliers. Ixports are
mainly directed to Letunon, Prance and Japan in the
non~Communist world, and to the USSR and Communist China in
the other group. Cotton exporits and trensit fees on pipeline
cil wepresent the m=*n sources of foreign exchange. .

., TURKEY \4{\} USSR,
T, (FoITy
WA o
= T o CHINA
IRAQ IRAN K .
>
&

< A\

PAK.

BURMA

Y\ MAURITANIA

il

% Population (1968) :
%2, s 524 million
-4
BOKARO
o * GDP per head
ada RANCHI 4 p
7 NM:: ROURKELA 4 (1966) : $ 88
< KOYA (at free buyin
* ** LAl rates) ying
DURGAPUR .
L=
ﬁf Communist aid :
& Total extended
oA flavna = Since ]955 H
=N E= $ 1,958 million
= g Total drawn on
; ' vp to mid-1969;
= & $ 964 million or
M $ 1.8 per head
3 £ 0 spoKm
~ J: METt =t ——ma—

NATO SECRET
.53.




PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

DECLASSI FI ED/ DECLASSI FI EE -

3

NATO CONFIDENTTIAL

-54~ _ C~NEZOZ42,
total drawings. However, relative to the size, population and
needs of this vast underdeveloped sub-continent, this aid {
amounts to very little. Moreover, total Communist aid delivered
to India represents only about 10% of external means put at the
disposal of the country by VWestern sources. Soviet credits
amount to one-~third of those of the United States and are about
10% smaller than those granted by the Federal Republic of
Germany. World Bank aid exceeds that of the Soviet Union.

Aid from Czechoslovakia, the second major source of Communist
economic assistance to India, amounts to only one-fifth of
that of the United Kingdom, less than half that of Japan and
is about equal to that of Italy. Aid from Prance and Canada
exceeds that from Poland. Smaller Western-countries (the
Netherlands, Belgium, Switzerland, Austria, Denmark, Sweden)
are also contributing to the common Western effort of aid to
Indiae.

79« Soviet aid from the start, in 1955-56, was chiefly
directed towards the development of heavy indust operating
within the public sector. The Bhila?'mﬁg?zon which
construction started in the late 50s, under an initial credit
of g135 million extended in 1955 and 1956 still remains,
together with the Aswan Dam in Egypt, the most important
showpiece of Soviet development aid. Between 1956 and 1966
more than 270 million of Soviet aid deliveries were devoted
to the building, in two stages, of a steel plant, with an
annual capacity of 2.5 million tons of steel which made it the
largest single production unit in India. PFurther expansion
of the plant is envisaged., Another major achievement is the
heavy engineering complex at Ranchi, built with Soviet aid and
able to produce 85% of the equipment needed for a steel plante.
Next to this Soviet project and in the same town, Czechoslovakia
has built a heavy machine tool plant. Communist aid was also
used to expand the mining sector, electric power production
and petroleum extraction and refining. Soviet experts working
with the Indian National 0il and Natural Gas Commission have
been able to influence the government policy in that field.

80. In 1967 the Indian Government decided to reduce the
pace of the public sector development in an effort to stop
inflation, and the resulting budgetary stringency explains
the low level, since 1967, of drawings on credits extended by
Communist countries. In May 1968 the government decided not
to undertake any major industrial projects for the next five
years but rather to consolidate earlier achicvementse. The
Soviet aid is at present concentrated on the building of the
first stage of the Bokaro steelworks due to be completed by
the end of 1971 (for which a $225 million credit was extended
in 1964), on the expansion of the heavy machine building plant
at Ranchi, and on the development of the petroleum refinery
at Koyali.
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8l. As far as agriculture is concerned, an experimental
state farm was built in tThe early days as a Soviet grant, but
apparently met with little success, ZEquipment for a number
of state farms and agricultural machines and tractor stations
was delivered later, but results have not come up to
expectations, To help alleviate the consequences of the two
major droughts that plagucd India in 1966 and 1967, the USSR
uadertook in December 1966 to deliver 200,000 metric tons of
wheat (valued at $14 million) as a grant. In economic terms,
Communist agricultural aid has been negligible, and the
Soviet Union, which provided a wide variety of industrial
undertakings, had apparently not attempted %o promote the
construction of chemical fertiliser plants.

82, Over the twelve-year period 1958-1970, about 35% of
total aid received by India consisted of food, but recent
agricultural results have been much more satisfactory. In
1968-69, India's food output was about 10% higher than the
previous record year, 1964~65, and it would seem that in a few
years from now food aid will no longer be needed. According
to some recent expert views, India may even become a grain
exporter in the 1970s,

83, Since 1967, therc has been a reappraisal of the old
policy of cxpanding India steel production, which so pleased

- the Soviet Union. India scems indeed to be suffering, at

least temporarily, from efcess capacity in this sector. Under
the sccond plan (1956-61), three new steel plants in the
public sector, each with an ingot capacity of 1 million tons,
were built: Bhilail, with Soviet help; Rourkela, with German
agsistance, and Durgapur with UK aid. Simultaneously, the
private Tata steelworks was encouraged to double its existing
capacity of 1 million tons and the IISCO works was expanded to
1 million tons. During the third plan (1961-66), the

capacity of the Bhilai plant was increased to 2,5 million tons
and that of Rourkela to 1.8 million. The fourth plan (1966-71),
envisaged originally a growth in steel production capacity up
to 19.5 million tons. In fact, demand for steel over the last
five years has hardly risen, and has stagnated at about

6.4 million tons cf crude stecl end 4.5 -million tons of
finished steel, The two plants in the private sector have been
operating at about 85% of their rated capacity, while the
production of the steelworks in the public sector has not
exceeded 55% of their capacity. The only favourabdble
development was in the export field, which, in 1968, absorbed
about 700,000 tons of finished steel, that is three times the
1967 figure, However, the production costs of Indian steel
are high and exporters have been asking for very large expori
subgidies (up to 30% of the value of the products). These
sobering facts have led to the reappraisal of the planned
targets, Under the revised plan, the capacity of the first

stage of the new Bokaro steel plant, to be built with Soviet zid,

will be limited to 1.7 million tons, and the task of expanding
capacity to 4 million tons will be postponed until the fiftn
plan (1971-76). The capacity of the other Soviet~aided Bhile-
steel complex will te expanded marginally from 2,5-3.2 millicn
tons by end-1972.
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84, Most of the equipment needed for the expansion of
steel production capacity from about 9 million in 1969 to
11.2 million in 1973 will be manufactured in India at the
heavy engineering complex at Ranchi, which was set up with
Soviet aid. Apart from the heavy engineering and coal mining
machinery production, Communist aid seems to have been most
successful in the expansion of petroleum refining capacity,
where Rumania, along with the USSR, contributed to the
development of the four refineries in the public sector with a
total capacity of 6,5 million tons a year. Four other
rcfineries in the privete sector provide for an additional
2.5 million tons, but tolial domestic demand in 1968 was
estinated at 15.8 million tons and is expected to reach
20.5 million tons by 1970-~7l, Present pians provide fora ™
total refining capacity of 22,2 million tons by 1970-71, in
which the private sector will have a rdle to play notwithstanding
gtrong Soviet influence in the 0il and Natural Gas Commission.
There are also good prospects for domestically produced
aluninium, as a substitute for imported copper, lead, zinc and
tin, but this would require further electric power developments,
In this field, the Soviet Union has so far contributed
relatively little: aboubt 15% of the increase between 1950 and
1965, or some 9% of total domestic production.

85. India is learning by experience the danger of
accepting a pattern of cconomic development similar to the
Soviet model and of paying too little attention to the problem
of marketing the product, Notwithstanding the recent
nationalisation of the banking system, the new trends in
planning are towards more flexibility, less strict control by
the planning commission and the govermment over industrial
development, and increased attention to agricultural
development along lines more in conformity with the farmers?
own wishes and initiatives. During the fiscal year 1968--69,
India imported about $220 million worth of fertilisers, the
bulk 6f which was financed with US aid. During the coming
years, efforts will be made to increase domestic production of
chemical fertilisers, but the country will still need to
Import ammonia,

86, In recent yeers, about 13% of India's exports have
been going to Communist countries and about 10% of her impoxrts
have come from these countries, India's economic links with
the industrialised non~-Communist world are far more essential
for cconomic growth then those established with Communist
countries. The economic outlook at the end of 1969 was again
rother gloomy, with a continued threat of inflation as money
available was increasing more rapidly than production, and
wages were growing faster than productivity.

87. The finoncing of investments pcses serious problems,
and the country will continue to need foreign assistance. Over
the last three years, the net amount of foreign assistance has
dwindled ($1,307 million in the fiscal year 1964/65,
$603 million in 1968/69), The number of foreign private
investment offers dropped from over 800 in 1265/66 to 114 in
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1968/69.. By 1970, the repeyment of past debls is expected %o
reach 50% of gross aid. The government hes indicsted its
intention to reduce by healf its dependence on intermational
essistance by 1974. Nearly g1 billion of Communist aid
extended has not yet been drawn, but the Indian Government,
efter its experience of Soviet aid in steel production, is
carefully reconsidering in which sectors aid may be put to the
best- économic use,

(¢) Countries where Communist 2id, thoush relatively
importent, 48 lorgely concerned witi ceveloplng the
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little cotton), Industry is almost non-existent, and handicraft
suffered from the Jewish exodus in the 50s. Coffee remains

the main cash crop. Other exports consist of hides, skins and
some cereals. Geological prospecting undertaken by Soviet
experts has so far not revealed any significant oil deposit,

89, Communist aid has contributed to the development of
the country'!s economic infrastructure. Relatively little aid
from Western sources had been accepted by Yemen before 1966,
Among the few projects undertaken with Western aid may be
mentioned the water supply system of the town of Tatizz, built
by the United States. The Chinese Communists concentrated
their efforts (over $35 million drawn by the end of 1969) on
the congtruction of the road connecting the Hudaydah port to
San'a, the capital of the country.  -In addition, they B
completéed a textile mill early in 1967. The Soviet Zone of
Germany, which has been the most active of the East European
countries in Yemen, provided the telephone system and electric-~
generating equipment in the capital, and carried out part of a
telecommunications project to which Czechoslovakia also
contributed, Hungary's main aid contribution was equipping
and staffing a Soviet-built hospital.

90, The main Soviet effort so far in opening up the
country to the outside world has been the construction of a
new port at Al Hudaydah, for which about $15 million was
provided on credit terms in 1956. The inclusion of this port
in the Red Sea schedules of several Soviet and East European
shipping lines before the closure of the Suez Canal in 1967
contributed significantly to the expansion of Yemen!s trade
with thesc countries. The Soviet Union was also engaged in
airficld construction, in land reclamation schemes, and
improvement of cotton cultivation. At the end of 1968, the
USSR agreced to reactivete various projects, including %he 200 km
long Hudaydah-~Tatizz road, on which work had been started in
February 1966 but had becen abandoned during the civil war.

The building of a cement plant and a fish canning factory, and
the development of a fishing port at Al Hudaydah was
reconsidered., In the field of education, the Soviet Union has
proposed the setting up of some vocational training centres.
Over 1,370 Yemeni have so far received, or are receiving,
academic or technical training in Communist countries, mainly
the USSRs Over recent years, some 900 civilian technicians
and labourers from Communist countries (nearly half of which
were Chinese working on road construction) have worked in the
country though their number declined sharply in 1969.

91l. Yemen has a contihuing need for all types of economic
and technical aid. However, it produces very few exportable
goods, The Communist countries have had to provide foodstuffs
and consumer goods, under various commodity loans, that were
sold in the country to gecnerate the local funds needed for the
implementetion of their oid programmes, After the Arab-Israeli
war in 1967, Western influcnce (mainly that of the United
States, Germany and Italy) was further reduced, and its
interests practically eliminated. The civil war, which continued
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precluded any
The country,

which has not yet started its industrialisation process,
depends almost exclusively on imports from the Communist

countries for development aid,

The influence of the Communist

countries in Yemen is likely to continue in the foreseeable
future, as the road to industrialisation and econdmic
development will probably be a very long one.
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aggistance, The Communist aid programme for Guinea has
fluctuated widely according to the changes in the country's
political orientation. After the break with France in 1958
and up to the end of 1961, it looked as if Guinea would become
a major base for Communist activities in Africa, Indeed, most
of the aid received was extended during the years 1959 and
1960, not only by the USSR but also by various East European
coun%ries such as Czechoslovakia, Hungary, Poland, the Soviet
Zone of Germany, and by Communist China. An important part

of this assistance was promptly used on the construction of a
powerful radio station, public address systems and radio
equipment, theatres and assembly halls and publication
facilities, In addition, a number of civilian technicians from
Communist countries replaced French experts in varicus functions
both inside and outside the govermnmental services. The

Soviet Union, assisted by Czechoslovakia, improved the access
to and facilities of the Conakry airport and provided aircraft
and technical assistance for the establishment and operation
of the national airline, 1In comparison with infrastructure
cld, assistance to increase the production capacity was less
Important though a few industrial plants and agricultural
projects were completed,

93, When, in December 1961, the Soviet Ambassador was
expelled for interfering with internal political affairs, the
Guinean Government attempted to attract new Western aid and
private investment. The local authorities complained about
the "overpricing" of Soviet deliveries and the inadequate
quality of the equipment provided. The government at the time
even refused to pay its oulbstanding debts to Communist
countries, However, prospects for Western aid remained
uncertain and the authorities gradually realised that their
ability to play off Communist against Western aid offers was
not unlimited., A more sophisticated line of neutrality between
East and West was consequently adopted, and, after a sharp drop
in the early 60s, Communist ald regained some momentum, New
credits were extended, a large part of which was used to fund
accumulated trade deficits. By 1967, about 1,670 civilian
technical personnel from Communist countries were again at
work in Guinea, of which about 1,000 were Chinese, engaged in
various agricultural projccts (tea, tobacco, coffee, cotton)
and on the completion of a small scale dam, The Soviet Union
moved with more caution, and proposed new credits to put
various existing projects on a sounder cconomic and technical
basis. In the meantime, closer relations with France and
various other Western countries (including the United Kingdom)
werce resumed, and the govermment decided to develop the
exploitation of its vast reserves of bauxite near Boké with
Western assistance.
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94, Guinea is well endowed with natural resources (iron
ore, bauxite, alluviel gold, diamonds), and the government has
becone increasingly aware that the expension of its exports to
the West offers at least as many opporuunltles for earning
development funds as Communist aid, whose economlc
significance has proved gso far to be rather doubtful.
Nevertheless, dquring 1969, Commumist China end the Soviet Union
were oble to maintain a somewhat reduced presence in the
country. The USSR has reactivated projects for the aevelonment
of sea fiching that were proposed in 1960 by Poland end later
abandoned, and for the exploitation of the hraro—-elecwln al
resources of the country. Communist countries will probzbly
continue to absorb about 35% of both Guinesn imports and
eXPCITS,
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Communist countries, although both China and the Soviet Union
provided some hard currency in 1966, Until then, Communist
aid had mainly consisted in providing on credit terms a
geological survey which did not lead to any important new
discoveries, some equipment and technical assistance for
transport (air and road) and various small to medium sized
industrial plants, as well as agricultural projects, most of
which had to be postponed in view of the serious economic
crisis, After devalulng the national currency by 50% at the
end of 1967, Mali sought to obtain assistance from France.

96. Since then, Soviet aid has been confined to the
construction of a cement plant and the delivery of equipment
and technical assistance for the ."Qffice..du .Niger" set up in
earlier years by France. Communist China, which, before 1966,
had built a sugar refinery, a cigarette and a match factory,
recently completed the construction of a motel, a cinema, a
broadcasting station, a $8 million textile plant, and a
tannery, and continued to provide technical assistance to
Malian agriculture (tea, rice, sugar). Communist aid has also
provided some help for the health services in the form of
hospital equipment and medical staff, and continued to assist
in the field of education. In 1969, there were still about
1,300 civilian experts from Communist countries at work in
Mali, of which 800 were Chinese and 400 Russian.

97. Communist aid has not contributed significantly to
the economic development of the country. The economic
sltuation remains precerious. The country'!s balance of
payments continued to deteriorate and the unfavourable weather
conditions during the 1968/69 crop season adversely affected
exports and increased the nceced for food imports. The annusl
debt service has been estimated to amount to nearly
three~quarters of Malian export revenues in 1966/67. Western
a2id (particularly France) proved indispemsable, and could in
part be channelled through the European Economic Community,
of which Mali is an associate member. In 1967, Mali was still
directing about 30% of its trade towards the Communist
countries, but, since the military coup in November 1968, the
new régimc has attempted to strengthen :its-economic links with
the West. Western trade and ald could well prove 4o be a
better asset for economic development than credits from
Communist countries,

NATO CONFIDENTIATL

—60—



3

PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE
-

DECLASSI FI ED/ DECLASSI FI EE -

NATO SECRET

- 63 - C-M(70)42

98 SOMALIA

by —T o pess TURKEY USSR,
Y | sPan etk
N <
% 3 SYRIA ‘\\S«> CHINA
zf
/0(5,0 2 ASEIR IRAQ IRAN ’(G"
oy S *
S o
oy, o
Q'*\ e I
ALGERIA LiBYA VAR
A SAUD! ARABIA = = < PAX.
o INDIA
= A4 2] suria
4 MAURITANIA
A - CHAD
s WALY NIGER e@ A
= SENEGAL N S
S SUDAN \ A}
== YOLTA o A ==
GUINEA il =\
= T NIGERIA ETHIOPIA = v
WORY | 3 N Y
A N CEXN 2
== \coast(& - «359 Sl Gvet) =2 =
=) v >y, &
=3 &
$ CONGD KENYA
{cason) & . A
A, [
bl ool A KA
Population (1968) :
2.7 million

GDP per head (1967)
estimated at about

$75

Communist aid :
Total extended
since 1961 :

$ 90 million
Total drawn
(mid-196 9 $ 45
million or $17
per head

Il&lllllllllllll&l.

s00Km

The Soviet Union started its attempis to gain a foothold in
the Horm of Africa in 1961 by extending credits of over

Z50 million to Somaliz, This was a considerzble amount for &
country which was even more backward than the other African
countries mentioned above, Somalia is still in the stage of
& subsistence econcmy, & large part of its population consists
of nomads, it has no reilways, and it exports only livestoclk,
hides end skins, gum, cereals, cotton and fruit (banana
exports have been favoured with Italian assistance). Apart
from a weaving and o spinning factory built with Egyptian
asgistance, industry is practically non-existent.
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99, From the start, the Soviet economic aid programme
encountered serious difficulties as the Somali Government was
unable to pay the local costs of the projects undertaken or
t0 maintain them in operation after completion, Soviet’
asgistance went mainly to the establishment of three state
farms, a few food processing plants (milk processing, meat
packing and fish canning), the development of the Berbera
port and a small hydro~electric plant., In an effort to help
Somalia solve the problem of local costs, the USSR agreed to
extend in 1966 a commodity loan (worth $8.5 million)
congisting mainly in the delivery of petroleum to be sold
locally to generate some local currency funds, but the lack
of capital and technicel knowledge continued to plague the
Soviet economic aid projects.. -In August1968,~ the USSR -had
to agree 1o the postponement of the repayments on overdue
loans extended to Somaliz for another period of one to two
years, Chinese aid, which started in 1963, was hardly more
successful as far as economic development projects were
ooncerned, It was only in August 1967 that the first project,
an experimental rice and tobacco cultivatlon scheme, was
formally agreed and in June 1968 that the loan agreement
wndertaken by China five years earlier was finally ratified,
In the meantime, the Chinese had constructed, as a grant, the
National Theatre and extended budgetary support and relief
aid as free gifts. By mid-1969, about 170 civilian technicians
from Communist countries were at work in Somalia,

100, The experience in Somalia drew Soviet attention to
hitherto unfamiliar problems, such as the limited ability of
developing countries to absorb aid. Communist economic aid
sometimes helped the country to overcome temporary budgetarian
problemé, but did little to help in economic development,

In fact, the loans extended imposed a heavy burden on the
balance of payments of the recipient country. For further
progress, technical and educational assistance may be a
prerequisite and, in this field, Western countries with
longer experience may well be at an advantage. Somalia, which
is aware of the need for Vestern assistance, is also an
agssociate member of the Turopean Economic Community, and
directs its expcorts almost exclusively to non-Communist
countriés., A sizable part of its imports (in 1967, 17%),
however, come from the USSR and will have to be repald by
increcsed exports.

(d) Other main recipient countries

101, In most other recipient countries, the impact of
Communist aid on their economic development has so far been even
less marked than in the case of the countries examined in the
preceding paragraphs. In some cases, such as Algeria, Tunisia,
Iran, large scale ald programmes have been started too recently o
show results, It will only be after the completion of some major
projects (such as the Annaba steelworks in Algeria) that it willbe
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possible to appraise the rfle of Communist aid in the growth
of the cconomies. In other cases, such as Ghana, Ethiopia,
Pakistan, what has emerged from the Communis¥ aid programmes
50 tar is negligible in rclation to the economy as a whole or
compared with assistancc provided by Western countries,

102, Indonesia is a special case., Notwithstanding large
scale assistance extended by all the Communist countries
between 1955 and 1961, amounting to some $650 million, the
policy followed by Sukarmo up to the end of 1965 frustrated
any attempt to provide a sound basis for economic growth.
Indeed, between 1958 and 1966, industrial output first
decreased and then stagnated at about the 1958 level., Over
the decade 1958/67, gross domestic product per head did not
rise at all,

Dy COMPARISON BETWEEN COIDMUNIST AND FREE WORLD ECONOMIC AID

(a) Exploitation of the propaganda value of economic
21d in Communist.countries

103. The large scale publicity campaign that has
acocompanied the economic ald programmes of Communist countries
direcked towards the non~-Communist developing countries centres
malnly on three objectives:

- creating the image of a Communist world that counld
offer the newly independent states an alternative
source of largc scale economic development
assistance. Thisg would enable them to replace
Western aid and reduce their economic dependence
on the ex-colonial powers for their rapid
industrialisation;

~ presenting Communist aid as financially more
advantageous than Westerm aid by pointing out the
tgenerous" conditions attached to Communist credits:
low interest rates, long repayment periods and the
possibility of repaying principal and interest in
the form of export cammodities .rather than hard-
currencies;

- stressing the "unselfish" character of Communist aid
directed to industrial development projects in the
public sector favouring rapid overall economic
growth, Investments by the industrial West would
lead to an ever—growing drain of foreign exchange
from the recipient country in respect cf interest
charges and rcpayment of principal. Western aid
would contribute little to growth, and serve to
replace the 0ld colonial type of direct domination
by a new system of economic subservience to the
wealthy Western nations.
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104, After 1960, however, Communist China turned most of
these propaganda themes against the Soviet Union, seeking to
throw discredit on Soviet ald programmes., In an effort to
assert its own presence in Third World countries, China did
not hesitate to try to undercut Soviet aid by offering
interest-free longer term credits, special types of purely
financial aid, and the sending of technical assistance
persounel under conditions which would be unacceptable to
Soviet oxr Last European experts,

(b) The overall sizc of aid flows

105, Any comparison of the net flow of financial
resources to developing countries demonstrates that the
Communist countries are providing only a minute, and indeed
dwindling, fraction of the total put at the disposal of
developing countries. Over the last five years, 1964-1968,
the average annual net flow of finance from Western sources
has been $10.8 billion ($6.6 billion from the public sector
and 94,2 billion from the private sector), as against total
2id deliveries by Communist countries amounting annually to
cbout $1.0 billion ($300 million to developing countries of
the non~Communist world, $350 million to Communist developing
countries, ond $380 million normal and special aid to Cuba).
As regords the developing nations of the Third World, during
the last five years, Communist countries provided less than
3% of the financial mezns put at their disposal by the
industrialised Free World (i.e. including the flow fronm
private sources) and less than 5% of official Western aid.
The comparison for the year 1968 between Western and Eastern
2id(l) is even more disadvantageous for the Communist
countries: Western official aid was nearly 28 times larger
thon Eastern aid and, if private Western investment funds are
included (which, although not 2id in the strictest sense of
the term, nevertheless contribute to economic development),
the flow of financial means from the West was some 50 times
larger thaan from Communist sources.

106, With a GNP estimated to represent slightly less than
half (48%) that of the United States,..the .annual average net
Soviet 2id deliveries over the last five years (1964-1968)
smounted to less than one~fifteenth (695%¥ of the US official
aid flow to developing nations of the non-Communist world.
Conmporing the Soviet effort with that of the European
menbers of NATO, whereas Soviet GNP represented about 70% of
their total, Soviet aid over the last five years has amounted
to slightly more than 10% of that delivered by NATO-Europe.
France has been delivering annually three times more officlal
aid t6 developing countries of the Third World than the Soviet
Union, although her GNP is about one-third that of the USSR,
In more recent years, the Soviet performance has bteen ever
poorer thon the five-yeor cnnual average would suggest.

(1) See Table VIII at Annex
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OFFICIAL DEVELOPMENT AID WESTERN & COMMUNIST

Net flow of Financial Resources from the Public Sector to less developed Countries of the Non Communist World

AIDE ECONOMIQUE OFFICIELLE DE L'OUEST ET DES COMMUNISTES

Montant net de |'aide financidre fournie par le Secteur public aux pays en voie de développement du monde non-communiste

C.M(70)42

{(a) AS PERCENTAGE OF TOTAL OFFICIAL DEVELOPMENT AID DURING THE PERIOD 176068
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107, As to the 21,500 technicians and labourers from
Communist countries at work during recent years in the
developing areas of the non~Communist world, there were more
thon five times this number of experts in these countries
provided officially by the West (103,000 in 1966 and 111,000
in 1967)., Similarly, whereas about 17,500 students and
trainees from developing countries were receiving technical
and acedemic training in Communist countries, over 69,000
(35,000- students and 34,000 technical trainees) were taking
advantage of education and training assistance schemes in
Western countries, while more than 11,000 were benefiting
from similar facilities set up with Westernm aid in their own
countries. These Western figures do not include technicians
provided by individual Vestern firms-for the installation of
equipnent and plant delivered on a private basis, nor students
or technical trainees studying in Western countries on their
own account, Furthermore, whereas Communist technical
agsistonce is normally included in the overall credit
arrangemnent and is repaid with interest, Western technical
aid is gcnerally extended in the form of grants or free
services.

108, The record of cconomic aid deliveries to the Third
World by Fast European countries in comparison with the West
is hardly better., Czechoslovakia, which leads the group of
Warsaw Pact countries in terms of economic aid deliveries to
developing countries, and whose GNP per head is perhaps of the
same order as that of Itcly, spends about $1.40 per
inhobitant per year on économic aid to the developing areas of
the non-Communist world, while the net official flow of

talian aid amounted over the last two years to about $2.70 per
head. The net governmentol aid disbursements of all the
Buropeon NATO countries represented $8.20 annually per
inhobitent during the ycars 1964-68, In all the Warsaw Pact
countries (excluding Czechoslovakia) net economic aid
deliveries represented lesg than g1 per inhabitant.

(¢) Terms of Aid

109, Contrary to the claims of Communist propaganda,
Communist aid on the whole is extended under terms less generous
thon those of Western official cid. The Communist method of
couparing interest rates and repayment periods applicable to
governmental loans omits the fact that half the total Western
agsistance consists of grants without repayment. During 1967
and 1968, Western grants cmounted annually to some $3 billion.
Up wntil 1960, grants accotnted for some 85% of Western
officizl aid contributions, while the remaining 15% was extended
at high commercial interest rates and for relatively short
periods, Since then, the share of grants has gradually
declined (50% in 1968) but, simultaneously, the terms attached
to Western official loens have been considerably eased.
Nevertheless, the picture varies widely from one Western
country to another: 95 of Belgian economic aid extended in
1968 wos on o grant basis, This share was 92% for Norway, 75%
for Canada, 72% for the Netherlands and 70% for France. In the
UK it was 46%, in the US 45% and in the FRG %6%. In contrast,
98,5% of Soviet 2id and 99,4% of East European aid must be
reimbursed by the reciplent country.
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110, The growing burden of servicing the accumulating
foreign indebtedness of developing countries, estimated at
nearly £48 billion by mid-1968 and requiring annual
reimbursements of mnearly $3.0 billion in principal and
$1.3 billion in interest, has become a subject of concern in
both recipient and donor countries. In the West, the aim has
becn to lower interest rates and extend repayments over longer
periods(l)., Little has been done in this direction by the
Communist countries. The Soviet Union has increasingly
introduced "commercial" credits with shorter repayment
periods and velatively higher interest rates. Communist China
is extending interest-free loans rather than grants, which in
the early years.(1960-62) represented a large share of
Chinese aid. The East European countries have lcowered their
interest rates somawhat to bring them into line with the
Soviet ones, but do not seem to have lengthened significantly
the repayment periods.

11l. In the West, the average weighed rate of interest
attached to official aid has fluctuated between 4.7% in 1961,
341 in 1966, 3.8% in 1967 and 3.3% in 1968. . The average
duration of these loans was 18 years in 1961, and has since
been lengthened to 234 years in 19665 23 years in 1967 and
25 years in 1968, Those figures demonstrate %that the
generosity of Soviet loans ?on average, 2.8% interest,
dwration about 15 years) ig nothing exceptional in Western
official aid, and is largely overtsken by Communist Chinese
terms of aid.

112, The willingness of the Communist countries to accept
ags repayments of principal and interest the traditional exports
of the recipient country, and even, in some instances, the
goods preduced by the enterprises established with Communist
aid, has uandoubtedly contributed to easing the constant
pressure on the reciplient countries for convertible currencies,

(l) The CAD members of the OECD agreed in February 1959 on a
recommendation that member countries should extend 70% of
their total official development assistance in the form of
grants or grant-like contributions or to emsure that their
development assistance commitments contain an average
concessional element (i.e. the face value of the commitment
less the discounted present value of the required
anortisation plus interest payments, using a 10% discount
rate) of at least 85%.

Examples of such loans are:

Maturity : Grace‘period - Interest rate

25 yéars 7 years 2.0%
30 years 8 years 2.5%
38 years 10 years 3.0%
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This advantuges is, however, limited to the extent that these
exports cannot normally find an outlet in Western markets; the
possibility of repaying Communist debts with traditional
exports may thus tend to reduce the economically healthy
pressure for redirscting the production of the developing
country towards economically more competitive types of goods,
although they are undoubtedly a welcome, if temporary, relief
for the recipient countries.

(d) Moying® of economic aid

113, "Aid tying", which implies the imposition by donor
countries of the ccndition that goods and services financed by
aild showld be purchased cxclusively in the donor country, is
generally recognised as one of the worst constraints. hampering
the good functioning of aid, Such a condition may indeed compel
them to accept higher prices or a lower quality of gcods than
they would ii they had free choice as to available scurces of
guppiy. In the West, the practice of "tying" aid had been
gaining in importance in the 60s, particularly in the United
States, faced with balance of payments difficulties, but there
is a general agreement that the free choice of suppliers remains
the objective to be reached as soon as the internal economic
situation of the donor permits. The United States has recently
decided to "untie" a larger part of its aid progremme. It has
been estimated that aid tying in 1967 applied to 58% of gross
Western development aid disbursements, and to slightly less
than 75% of total aid if the tied shares of deliveries of
services and goods under technical assistance schemes are included

o

114, Nevertheless, in 1967, $1.8 billion of aid delivered
was extended "untied", all by non-Communist countries. The
share of "non~tied" aid in total net official disbursements

varies wldely from country to country. In NATO donor countries,
it represented:

TABLE 6
Non-tied aid os % of total Westerm official aid
| Country . 1966 1967
Portugal | 75 86
Germany 38 40
United Kingdom 29 35
- Belgium ; 28 . 34 _
" Netherlands ; 24 - 32 )
! Frence ; 34 S 31 5
Ttaly | 25 27
Norway : 22 13
Denmark 3 4
United States 4 4
Canada 4 -

In addition, a large part (wore than 40% in 1967) of the "ticd"
ald consisted of grants not involving any repayment burden on

recipient countyiesy, 0O CONFIDENTIAL
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115, As against the prevailing Western practice of leaving
at lecst some freedom of choice to the aid recipient, all
Communist aid is extended on a non-convertibdle basis, thus
requiring that any delivery of goods or services under a
Communist aid programme be purchased solely in the donor
country., While recivients of Western "tied" aid can choose
between competing suppliers within the donor country, even this

linited freedom of choicc is denied in Communist donor

countries where there is no internal competition.

(e) Multilateral cssistance

116, Although it is generally agreed among ‘developing
countries that multilateral aid is one of the best channels
for avoiding "attaching undue strings" to economic aid, the
Communist countries have steadily rejected any form of
asaistance that does not allow a clear identification of its
national origin., None of the Communist countries participates
in such international organizations as the International Bank
for Reconstruction and Development, the International
Development Agency, the International Finance Corporation, or
in regional development banks established for Africa, Asia or
South America. They have been unable to set up, even within
COMEGONL anything nearly cquivalent to the Common Market
institution, which provides such assistance (European
Development Fund). Eveén in the few United Nations 4id and
Development programmes, where Communist countries do
contribute (only 3% of the total contributions to these
programmes is of Communist origin), they have been anxious to
separate clearly and to control the use of their participation.
Contrary to the general proctice, the contributions of Communist
countrics to such progrommes are extended in non-convertible
currcencies restricting the use of such funds to deliveries from
the donor country. The Soviet Union, for instance, has sought
to concentrate its assistance on selected UN projects, where
its contribution either plays a leading r8le or can be, at
least, identified and, therefore, openly presented as a Soviet
contribution, A further indication of this reluctance to join
in multilateral schemes was recently given in ECOSOC by the
evesive attitude adopted by Communist countries vis-2-vis the
gecond UN decade for deveclopment due to start in 1970.

117. Wotwithstanding the striking absence of Communist
participation, the multilateral institutions have, since the
ecrly 1960s, been playing o rapidly growing rdle in the world-
wide development aid effort. Whereas, in 1960, net
disbursements by these institutions amounted to $284 million,
or an order of magnitude comparable to total Communist aid
during that year, by 1968 the flow of aid received by
non~Communist developing countries from multilateral sources,
estimated at $1,200 million, was more than four times larger
than that obtained from the Communist world., It represented,
in 1968, some 17% of totcl estern bilateral official net
disbursements as against 5.5% in 1960. 4 number of NATO
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countries have been chennelling increasing shares of their
official 2id programmes through multilateral organizations.
Over the last five years (1964-1968), on average, two-thirds
of Norwegian, more than half of Danish, one-third of Italian
ond Netherlands, nearly onc-fifth of Canadian, and more than
14% of Belgian official aid followed this course. The share of
multilateral aid was incréased during the last two years in
the tase of Germany (15%){ the United States (8%) and France
(6%), while, in the United Kingdom, it remained at about
10~11%, On average, during recent years, the contribution of
Western countries to multilateral agencies amounted to about
10% of their total disbursements on official development aid,

(£) Conclusion

118, Western financioal and technical assistance, accounting
for over 97% of receipté by developing countries, flow from a
wide variety of sources, official and private, bilateral amd
maltilateral, in the form of grants and credits to some 100
developing countries over the five continents. Compared to
this flow, Communist aid looks skimpy. By strictly limiting
their cid programmes, govérunment control over the volume and
direction of aid extended, careful selection of recipient
countries, painsteking cvoidance of any possible confusion as
to the origin of aid, the Eost European countries and the
Soviet Union have amply demonstrated that they consider aid to
developing nations more aos an instrument of their foreign
policy than a means of genuine promotion of economic growth,
This subordination of economic to purely political
considerations is even more striking in the case of aid extended
by Communist China, which aims at discrediting both Western '
eand Soviet economic aid.

119, Given the economic capabilities of the Soviet Union
ond the Bast European countries, a substantially larger effort
could be made by these countries if it was felt that this
would yield sufficiently important political dividends. After
an initisl period of optimism in Communist quarters, events
have, however, proved the ephemeral nature of political
influence mainly based on 2id outlays. The more economically
advanced Communist countries, including the USSR, have tended
graduclly to assess more reclistically what they could gain
from economic aid ccmmitments. This led them to use "aid"
nore and more as an instrument for promoting their exports of
capitel equipment. The momentum of the loudly acclaimed
all~out Communist economic aid offensive at the end of the 1950s
seems, however, to have sleckened under the sobering influence
of reality.
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120, Comparison between East and West in the field of
economic aid should not, however, lead to false conclusions...
The West continues to hove o genuine interest in the rapid
cconomic growth of the less~developed areas. Western aid
should not be viewed as o means of countering the economic
aid efforts made by Communist countries. Western aid started
long before the Communist countries pretended to discover the
problem, The failure of the latter should not be used as a
justification for slackening Western efforts in this field.
If a goal of 1% of GNP to be devoted to economic aid were to
be reached by 1975, as agreed in principle at the second
UNCTAD 1968 meeting in New Delhi, Western countries would have
to ensure that the annual rate of growth of the volume of
financial means put at the disposal of develcping nations
reached in 1968 (14% more than in 1967) was maintained during
the coming years, Indeed, whereas in 1961, this flow was the
equivalent of 0,96% of total GNP of DAC countries, by 1966
this percentage had dropped to 0,7%% and has since increased
to 0,75% in 1967 and 0.77% in 1968, The latest increase was,
however, entirely due to the greatly enlarged flow of private
means (+40% over 1967) over which Western governments have
little control, while official aid declined slightly (-1.2%)
from the g7 billion peak reached in 1967.

NATO CONPFPIDENTIAL
T4~




PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

DECLASSI FI ED/ DECLASSI FI EE -

Ed

@

»)

NATO SECRET |
—75— c-M(70}42
II. MILITARY ASSISTANCE

Ay S1Z5 AND DIRECTION OF COMMUNIST MILITARY AID

(a) Definition of Communist military aid

121, Whereas, for obvious propaganda reasons, the
signature of economic aid agreements by Communist countries is
generally accompanied by large scale publicity, far less
information 1s released about the military deals between
Communist countries and developing nations of the non-Communist
world, The problem of scparating the "aid" element from what
would be a normal trade transaction adds to the difficulty of
evaluating Communist military aid. To make such an assessment,
one must start with the estimated value of military equipment
committed to be delivered. From this amount are deducted the
down~payments made by the recipient country, which vary from
case to case but are estimated to represent, on average,
between 3 and 4% of the value of the military supplies
promised, The amcunt of military "aid" is limited to: (a) the
credit arrangements of the arms deals, and (b) the discounts
and grants accompanying military aid agreements. It may be
noted that the prices listed for military equipment are fixed
arbitrarily by the Communist countries so that the discounts
might tend to exaggerate the "grant" element of Communist
military aid.

122, It is generally thought that about 60% of the arms
supplicd by Communist countries are delivered on credit and
that nearly 40% of their total value is written off, in the
form of outright gifte or reduced prices and discounts. The
terms under which militery credits are extended are rarely
revealed, but they are, on the whole, more stringent than those
attached to economic loaus. Although it appears that in some
instances repayment of military loans in hard currencies has
been explicitly called for, in most cases such repayments
have apparently been included in the total trade exports of
recipient countries, implying that these have been made in
goods rather than currencices, Apart.from deliveries of arms,
epmunition and equipment, Communist countries send military
advisers and instructors to the recipient countries and
provide in their own countries training facilities for military
personnel coming from developing countries,

(b) UWew Commitments

123. It has been estimated that, during the period 1960-66,
new military ald commitments undertaken by Communist countries
cveraged about $550 million annually with two peak years:

1961: $850 million and 1964: $1,000 million. New extensions
cmounted to g600 million in 1967, and in 1968 to at least :
£200 million. During the first six months of 1969, new military
aid is estimated at $50 million. The total military aid
cxtended by Communist countries from 1955-mid-1969 reached at
least 3.6 billion on credit and $2.3 billion in respect of
discounts or grants. ,
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124« During the last three years of the decade, the
Soviet Union was, as usual, by far the most active of the
Communist countries granting military aid: accounting for
about 90% of new commitments in 1967 and for 75% of those
signed in 1968. Czechoslovakia, whose rdle in this field
diminished after 1960, provided the bulk of the rest, and
Communist China added little to the total. During the first
half of 1969, no arms shipments of major equipment from
Communist China have been reported. Most of the new arms
agreements concluded by the USSR in 1967 and 1968 concerned
Near Eastern and Arab countries. In January 1967, the Soviet
Union signed a g100 million military assistance agreement with
Iran, and after the six days Israeli campaign of June 1967
undertook new commitments to restore the Arab military
equipment inventories to their pre-war levels., The UAR,
Syria and Iraq were the main beneficiaries of these new
commitments. In addition, the USSR had concluded in 1967
minor arms agreements with Guinea, Indonesia, Morocco,
Nigeria and Yemen, and in 1968 South Yemen and Sudan were
added to this list. The Soviets apparently made offers to
Jordan, Lebanon, Libya and the Congo (Kinshasa). Among the
Fast Furopean countries, Czechoslovakia is known to have
signed in 1967 small agreements with Iraq, Syria, the UAR,
Morocco and Nigeria,

(c) Drawings

125, Contrary to the slow rate of utilisation of economic
aid, drawings on Communist military aid indicate that the
implementation of this type of assistance follows closely
the signature of the agreements., Since the beginning, in
1955, of Communist activities in the field, the non-Communist,
less-developed countries have drawn up, till the end of 1969,
nearly £5.2 billion of the g5.9 billion military aid extended,
representing a rate of implementation of more than 854,

i.e. more than double that prevailing in the field of
economic assistance., This explains why, although the total
military aid undertaken by Communist-coumtries since 1955
represents less than 60% of economic aid commitments, the
value of actual supplies of arms, military equipment and
services under assistance terms exceeds by some 16% that

of deliveries for the economic development of the recipient
nations of the Third World.
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126. The largest difference between the flow of military
assistance and that of economic aid occurred in 1962, when
the former was estimated at some 810 million against hardly
more than 350 million for the latter. Since then, the
overwhelming predominance of military over economic aid in
Communist deliveries has been gradually reduced, Over the
period 1960-66, the annual average drawings on military aid
agreements amounted to some F440 million, and during the
two more recent years 400 million worth of military aid
has actually been delivered to the recipient countries.

In view of the reduced volume of new undertakings during
the first half of 1969, it would seem that deliveries
during that year may decline to about Z300 million.

127. More than 85% of the military aid delivered over
the last two years by Communist countries has come from the
Soviet Union, the main additional Communist sources of supply
being Czechoslovakia and Communist China, while Bulgaria,
the Soviet Zone of Germany and Poland have contributed only
token amounts. After the emergency resupply operation of
June 1967, including an airlift of some 300 flights and
the subsequent ship deliveries, the flow of deliveries to
Arab states (UAR, Syria, Irag, Algeria, Yemen) declined
somewhat in 1960. These reductlons were, however, offset
by increased shipments to the other recipient countries,
such as Iran and more especially India, where Soviet
supplies now constitute the main source of equipment for
the Indian armed forces. The setting up of the assembly
plan for MiG aircraft with Soviet assistance in India is
progressing, but indigenous manufacturing of complete
aircraft is not expected to start before 1970. With its
special relations with India in mind, the USSR moved
cautiously in Pakistan, where Communist China has
concentrated its main effort. In 1967, the USSR agreed
to provide spare parts on a cash basis for the Indonesian
navy and air force. Since 1967, Nigeria has recelved
military equipment from both the Sowvietr Union and
Czechoslovakia, The main arms deals by the latter have
been the agreement negotiated in 1967 with Morocco for
the delivery of an estimated 20 million worth of ground
forces equipment to match the building up of Algerian
military strength,
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(a) Military technical assistance

128. Following the June 1967 war, the number of Communist
military technicians and advisers in Arab countries increased
significantly, In the UAR and Syria, the r8le of Soviet
advisers, numbering over 2,000 and 1,000 respectively, is
growing not only in military training but also as regards
influence on military motters in general. Soviet advisers in
both these countries arc apparently attached to line units
down to the battalion level, individual radar installations and
SAM sites, At higher echelons, Soviet personnel assist unit
commanders in preparing operational plans and in supervising
their execution., In Algeria(l) and Iraqg, where the next
largest concentration of Soviet military technicians have been
reported, they are mainly engaged in assembly tasks and in
more traditional types of military ftraining. The rest of
Soviet tochnicians are distributed according to the
geographical pattern adéopted for military credit and grant
deliveries, Altogether, as a result of intensified activities
in this field, the number of military technicians and advisers
at work in the less-devcloped areas of the non~Communist world
for periods exceeding onc month is estimated to have risen
from a stobilised level of less than 3,500 in 1966 to about
6,100 in 1967 and 7,200 in 1968. By mid~1969, this figure
declined to 6,400.

(e) Military trainees from developing countries

129« Contrary to the upward trend noticeable in the
nmmbers of military adviscrs sent to developing countries, the
figure for new military personnel from developing countries
enrclled in training progrommes set up for them in Communist
countries tended to decline in 1967 and 1968 as compared to
previous years. From the information available, it seems that,
during the years 1961 and 1962, the number of annual
departures reached a peck of about 3,500. By 1965, this figure
hed declined to 2,720 and fell to 1,550 in 1966, Figures for
1967 ond 1968 were estimated 2t 1,200 and 1,500 respectively,
coming from 11 different developing countries. By the middle
of 1969, about 3,500 nctionsls from developing countries were
reportedly receiving military training in Communist countries
a8 ogainst 3,800 in 1968, 3,500 in 1967, 3,630 in 1966 and
4,355 in 1965, More than 90% or them were located in the
Soviet Union and the rest divided between East European
countries and Communist China. Apart from the Arab countries
(such cs Algeria, Iraq, UAR and Syria), Afghanistan, Congo
(Brazzoville), Guinea, India, Somalia and Tanzania had
sizable nunbers enrolled,

(1) & Tigure of 800 up %o 1,000 military assistance nersonnel
in thot country hes been quoted
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130, Since 1955, & total of approximately 25,000 military
personncl from at least 15 developing countries have been sent
to Communist countries for training, of which 85% to the USSR,
The largest number came from Indonesia (more than 15,000),
which practically steopped sending new trainees after 1966,

The next most important rcecipient of such military aid hes
been the UAR (about 6,000 trainees), but, here again, since
1967 the number of new departures has been reduced.

B; LEVALUATION OF COMMUIIIST MILITARY AID

(2) Cost to the "donor" country

131. As indicated ecarlier, Communist nilitary aid is
provided almost entirely by the Soviet Union with the other
Eogt European countries playing only a complementary rdle,
The value of the annual Soviet military assistance deliveries
during recent years (about $350 million) represents roughly 1%
of the estimated total military spernding in the USSR and can
hardly be regarded as affccting the burden of the Soviet
military effort one way or the other, Deliveries to
developing countries aré thought to be taken from existing
stocks. Some years ago, complaints were voiced as to the
quclity of such Soviet deliveries, For instance, in 1962/63,
Irog wose reportedly dissotisfied with what its authorities
considered 2s "obsolete' ond "secondhand" equipment provided
by ‘the Soviet Union under its military assistonce agreement,
Since then, the USSR has gradually rcleased more modern types
of aircraf% and land ard navy equipment, including more

advonced SAM equipment commonly used in the Soviet armed forces, .

and no further complaints have been heard from the recipient
countries.

132, It is clear that the Soviet Union docs not envisage
cllocoting to its militory assistance programmes any specific
froction of its productive capacity. The only known exception
%o this hos been the establishment in India of a plant, first
fer the cssembly and leater for the construction of MiG-21
cirecrcoft, which is now in the process of -being completed.

For this porticular purposc, the Soviet Union, at the end of
1964, cxtonded the equivcolent of $86 million on credit terms
to Indin, In 1968, the USSR appeared to be incrensingly
conecrned with the ability of the recipient countries to

Ca¥ nd nge effectively the equipment delivered., While

r to replace the arms losses of its Arab clients, the
¢ has apparently sought to reinforce its close

r requirements and use of its arms aid.

133. For comparison purposes, reference may be made to
United Stotes militery acesistonce. There has been o gradual
shift in the US nilitary deliveries from grants to credit
scles, omd nmore recently to cosh sales. United States grant
nilitory aid (exclusive of Vietnam) amounted to $904 million
during the fiscal year 1966/67, $484 rmillion in 1967/68, and
$620 nillion in 1968/69. Tor the fiscal year 1970, an zmount
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of $684 nillion in the form of grants has been provided for in
the Federcl Budget. In cddition, it is expected that, in
1970, #600 nmillion of officinl arms sales fron government to
govermaent will be on cosh termes, $400 nillion on cash fron
privete US industries, $350 million on credit terms through
the Export-Inport Bank going mainly to industrialised
countries, and $350 million credits and grants under the
Forecign Military Sales Lot destined mainly for developing
notions, Information on other Western transactions in the
field of military aid is locking, ond no further comparison
between the value of Communist and total Western military
deliveries is possible.

134. Since 60% of the orms supplied by the USSR and the
other Eocst BEuropean countries are sold on credit terms with
reinbursements by recipicent countries generally taking the
forn of exports of traditionnl goods and occasionally that of
repoynents in hord currencles, the real cost of the nilitary
aid progrorme cmounts to the "grants and discounts" estimated
to represent about $160 million annually in 1967 and 1968,
to which the concessionary clement(l) of the credit terms nust
be ndded, This leads to the conclusion that militory aid
nay be considered in econonic terms ns merely a means to
pronote crms sales without imposing undue strain on the Soviet
armements industry. Indeed, to the extent that repayments are
made in convertible currencies, military aid can be regarded
a8 a hard currency earner ocontributing to alleviate the
balance of payments problems in convertible currencies, thus
facilitating Communist purchases of highly needed technology
from Western industrialised countries.

(b) Aims and results of Communist military aid

135, Military aid has proved to be a cheap and highly
efficient means of increasing Communist countries! influence
in the less-developed areas of the non-Communist world, of
building an image of powcr and friendship and reducing Westerm
influence in the countries accepting such aid. Soviet military
a2id has deoveloped in an experimental and pragmatic way, making
usc of opportunities as they occurred. Chnronologically,
millitary a2id has often prcceded the extension of economic
agsistancec, as in Middle Fastern countries for instarce. In

(1) According to the "discounted present value" method used in
OECD (Goran OHLIN "Toreign Aid Policies Reconsidered" OECD
Paris 1966, Annex: "The grant element in development
lending® "The flow of financial resources to less-developed
countries 1961-65" OECD Paris 1967, Annex I and page 146
for calculating this element, and on the assumption that
credit terms applied on economic aid (2.5% interest, 12
yeers maturity period, 10% discount rate) with repayment
starting one year after delivery, are valid for military
credits, Soviet military loans would contain a grant
element of 7.5 x 4,5 x (1 + 1/12) = 36,56% as a moximum
ogeinst approximately 435 for the traditional Soviet
ceonomic development loans
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adopting thie policy, the Soviet Union acted more as a
conventional power than as the promoter of world-wide
ideological interests. . Offers of arms and military equipment
were extended to recipient countries, irrespective of their
attitude vis-A-vis their local Communist parties; indeed,
Soviet arms deliveries may have contributed to the local
authorities! stand against the illegal activities of the local
Communist parties. The Chinese, who are not in a position to
chellenge Soviet militery aid in volume, have been highly
critical of such Soviet ventures in non-Communist countries.

136, 4 specific aspect of Communist military aid and
technical assistonce is that it aims.at gaining influence in
the potentially importont groups of the military personnel of
developing countries. In these countries, eager to
demonstrote their notionol identity 2nd political independence,
the army generally constitutes one of the very few well
orgonized social structurcs within the country. By sending
nilitory experts to these countries, who keep in constant
touch with their local counterparts, and by inviting promising
young military personnel to stay and study in Communist
countries, military technlcol assistance aims at building up
personal relations with o selected group, which, in due course,
might play a decisive political rdle in their respective
countries. Simultaneously, Communist milifary aid helps to
exclude Western military facilities in areas of strateglc
interest gMediterranean arca, petroleum producing Arab
oountries), providing slternative sources of military equipment
to countries on the periphery of Western alliances
(Afghonistan, India), or cven, in an effort to disrupt these
alliance§ (CENTO, SEATO), to countries belonging to them (Iran,
Pakistan)e

137. The aggravation of local quarrels has served
Communist objectives and tended to upset Western relations with
all parties concermed. The Soviet Union has often exploited
the desire of one party in o local conflict to strengthen
itsclf cgeinst a rival presented as being supported by the West
(Arab versus Israel, India versus Pakistan, Indonesia versus
Malaysia, etc.). Once o certain volume of military equipment
has been put to uge in o developing country, the Communist
comntries have at their disposal a convenient means of making
their presence felt through controlling the deliveries of
indispensable spare parts, replacements and ammunition.

At the scme time, by favouring the military build-up of one
comntry, they induce the neighbouring potentizl opponent to
jmprove ite own military posture., In the absence of Western
response to such requests, the latter country might feel
obliged to turn to the Communists for military equipment.

Such was the case with Morocco after Soviet arms deliveries to
Algeric,
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138. The military «id policy pursued by the Conmunist
countries has, however, its limitations and its drawbacks.
By fostering nationalistic attituvdes in the recipient nations,
the Commmunist countries linmit not only the influence of the
West but clso hamper their own efforts at ideological
penctration. The Indonesian experience has demonstrated that,
notwithstanding large scale military aid, the recipient
country nay retain sufficient independence to refuse to align
itself with the Communist powers and may turn to the Western
world for support. Similarly, by giving the impression of
taking sides in local conflicts, the Communist countries risk
antagonising the other porty. The defiant attitude of
Pakiston in turning for support to the Chinese in the face of
Soviet military aid to India is an example of this,

(c) Economic consequences for recipient countries

139, Since none of the developing counitries has at its
disposal the industrial capacity to produce at home the arms
and equipment which their leadership thinks indispensable, the
nilitary build-up in these countries represents a very heavy
drain on resources without any cconomic advantage, and is thus
deleying development. The deliveries of sophisticated types of
arnoment and equipment genercte additional expenditure for the
malntenance of such equipment. In addition, by diverting
skilled techniciaons to the servicing of the advanced types of
arms and equipment, the developing countries are further
aggravating the lack of trained manpower in the civilian
sectors of the economy, which constitutes one of the main
bottlenecks in economic development. The Development Assistance
Committee of the OECD, in counsidering the problems of aid
allocotion in relation to development, raised the question,
"how to react to the diversion of resources to military
purposes by developing comntries"(l). Some of the main
recipients of Communist military aid have, indeed, been devoting
o considerable share of their GNP to defence although the
living stondards of their populations remain low, as shown in
Teble 7(2) below.

TABLE
Defence Expenditurc.in Selected Arab Countries

Military Spending 1968 GNP (estimates)
Country nillion in ¢ per per head % devoted
| UsS ¢ capita in g to defence
Algeric 173 14 210 6.4
Trag 252 30 260 11.2
Syriea 137 25 190 12,6
lUAR. | 690 22 175 12.5

Bascd on "The Militory Balance 1969-70", The Institute of
Strategic Studies, London
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The value of Communist military aid deliveries to these
countries is estimated to be roughly one~-fifth of the total
military spending in these countries.

140, Since delivery of military goods follows more closely
the signature of "aid" agreements than economic developmental
equipment, "military credits" have a more immediate impact on
the debt servicing obligations of the recipient countries.

The &ifficulties encountered by developing countries in
meetlng their heavy repayment obligations are seriously aggravated
by reimbursements due for arms deliveries. The case of
Indonesia may be quoted as an example: under Sukarno, this
country had received between 1957 and 1965 about

£1,340 million worth of military eguipment -(about

2130 million from Poland, $100 million from Czechoslovakia
and $1,110 million from ine USSR), of which over g1 billiom
on credit terms, The leadership that came to power after Sukarno-
was faced in 1966 with debt repayment obligations amounting
to $800 million due to the Soviet Union, of which over
two~thirds for military deliveries. The country had no
altecrnative to requesting both its Western and Communist
creditors for a rescheduling of its obligations. Since
September 1965, major Soviet military deliveries have been
suspended, while the Soviet cconomic aid was slowed down and
come 0 a2 standstill in 1968, Debt rescheduling negotiations
with the USSR have been dragging on over the last years. It
may be noted that all the developing countries which have
asked their Communist creditors for concessions(l) on their
repoyment obligations are precisely those that had been
receiving Communist militaxy aid.

141e It could be argued that the slowing down of economic
growth in developing countries resulting from the Communist
militory aid deliveries might contribute, in the long run, to
the growing dissatisfaction of the population with their
living conditions and thus promote the social unrest on which
the local Communist parties might count to gain more influence.
While such developments are obviously to the disadvantage of
Vestern interests, there is, however, no evidence that the
Soviet Union would be the primary beneficiary of popular
discontent, as the Chinese Communists might derive profit in
criticising the Russians. Recent Soviet tendencies to show
more caution, if not hesitation, in sending military equipment
to various developing countries wmay reflect an increasing
awareness in the Soviet Union of this aspect of the matter.

(8) Prospects and Conclusion

142, In view of the results attained, military =2id is
likely to remein one of the most favoured means used by the
Soviet Union for gaining influence in the developing areas of
the non=Communist world., The USSR has the capability to expand

(1) UAR, Yemen, Guineaz, Ghana, Mali, Afghanistan, Somalia,
Indonesia
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the size of its military dcliveries without impairing its own
defence posture, and the dovelopment of its more sophisticated
weaponry. Thus, the flow of arms and military equipment will
depend primarily on the cvolution of the local seats of
contention and antagonism between developing countries., This
19 not to say that the Soviet Union would deliberately seeck

t0 multiply the points of potential friction in the Third
World, but that the Soviet leaders will remain alert to

Xploit rapidly and efficiently to their benefit any
opportunity that might arise, So far, the value of

deliverics of Communist arms has been at least equivalent to
the flow of Communist economic aid deliveries, though military

aid hes been ceven more heavily concentrated on a smaller number ... . - .

of countries than economic aid., Furthermore, no other
Communist country, Europcen or Asian, can seriously compete
with the USSR in this ficld, so that the prestige and
influence gained by this type of "assistance” are to the
exclusive benefit of the Soviet Union. There is no reason,
thereforc, to assume thet, in coming years, the flow of Soviet
armg aund military equipment will diminish from its current
level, cstimated at $350~£400 million a year, and that this
flow might well increasc if new areas of friction were %o
arise in the developing rcgions of the non-Communist world.

143. Communist China, notwithstanding its limitations,
will wndoubtedly pursue its efforts to assert its presence in
a field where the Soviet Union maintains within the Communist
world a near monopoly position, China will probably continue
to send arms and equipment to the subversive forces in the
developlug ereas while condemning loudly the "imperialistic"
chexracter of Soviet military aid. The value of Chincse
military deliveries is, however, unlikely to exceed about
one~tenth of similar Sovict supplies.

144.. The developing countries, where national feelings
often constitute one of the main driving forces of the nation,
tend to mecet the need to insure thelr internal stability and
external sccurity by the bullding up of their military

__establiishment, Offers of military assistaxnce are thus

dirccted at highly sensitive sectors. The type of dependency
whicih results from the acceptance of such cffers tends %to be
more serious than that resulting from ecconcmic aid. Once an
arny has been equipped with supplies from the Soviet Union,
the permanent requirement for malntenance, replacement and
technical assistance for learning how to use such equipment
crecates links with the USSR in a sector of vital importance
for the reccipient country which are difficult to loosen. The
Indonesian example is a2 clear indication of the problems that
such dependency may creaie. Finally, as mentioned earlier,
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arms races amcong developing countries might have disruptive
consequences on their economic growth, thus exacerbating in
the longer term internal tensions and local distortions to
the detriment of Western interests. NATO countries have,
therefore, an interest to closely watch developments in
Communist military aid activities, and might find it
advisable to improve the exchange of views on the problems
raised by this type of Communist activities.
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GRAPHIQUE vIi

AIDE MILITAIRE COMMUNISTE (En millions US $)
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III, TRADE VITH DEVELOPING COUNTRIES
A¢  MAGNITUDE OF COMMUIIIST TRADE WITH DEVELOPING COUNTRIES

(2) The Communist shore in total trade of developing
areas outside lurope '

145, During the lest two years for which total
statisticel information is available(l), the total value of
the foreign trade of the Third World expanded at the rate of
3% in 1967 and about 9% in 1968. The Communist countries
contributed little to this overall growth. Trade turnover
between Cormmunist countries and the developing areas outside
Turope declined slightly (-1,1%)-during-1967; andt increased -
by less than 3.5% in 1968.

TABLE 8
Trade of Developing Areas (1964-1968)

WITH THE COMMUNIST COUNTRIES WITH WORLD

Yonr Exports f.o.b. Imports f.0.Dbs Total Turnover TgiiiOEZide

Million % Million % Million % I Million %
Change S Change ¢ Change S Change

1964 | 1,940 4+ 11,6 2,650 + T3} 4,590 + 10.T7§ 69,565 + 9.3
1965 | 2,390 + 23.2} 2,930 + 10.6} 5,320 + 15.9§ 73,510 + 5.7
1966 | 2,340 - 2.1} 3,230 + 10.2} 5,570 + 4.7l 79,030 + 7.5
1967 | 2,150 - 8.1} 3,360 + 4.0} 5,510 - 1.1fi 81,410 + 3.0
1968 | 2,220 + 3.3 3,470 + 3.3} 5,690 + 3.3j 88,650 + 8.9

L

146, The poor performance of the Communist trade partners
in the overall trade pattern of--deweloping .countries.was
particularly noticeable on the lattert!s export side. These
exports to Communist countries decreased DY 2.1% in 1966 and
by 8.1% in 1967, They increcased by only 3.3% in 1968, This is
all the nore striking as:

- total imports by Communist countries increased by
%3.8% in 1966; 6.8% in 1967 and 8.2% in 1968,

- total exports of the developing areas increased in
value by 6% in 1966, 3% in 1967 and 8.9% in 1968,

(1) "International Trade 1968", GATT, Geneva 1969
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GRAPH VIl . GRAPHIQUE VI

EXPORTS OF NON-COMMUNIST DEVELOPING COUNTRIES
EXPORTATIONS DES PAYS NON COMMUNISTES EN VOIE DE DEVELOPPEMENT
(1953 . 1969)
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The incrcase in 1968 of the total volume of the exports of the
developing areas (+8%) woas the largest recorded since the end
of the war(l). This fevourzble development was, however,
solely due to the resumption of economic growth in the
non~Communist industrielised areas, In fact, the impressive
increase of export earnings (+9%) was due to a combination of
three factors: - ,

- the growing demand for raw materials in the
industrial couwntries,

- the resulting favourable trend in export prices,
and

- the rapid growth in the exports of manufactured
goods +20%) from developing countries,

' 147. The share of the Communist countries in total exports
by developing countries grew rapidly from about 1.5% in 1953
to a peak of 6,5% in 1965, since when it has receded to 5.1% in
1968 (see Graph X). From partial information available, it
would appear that the receding trend prevailing since 1966
continued during 1969, although in absolute value exports to
Commuhist countries may have regained their 1965 level. It
seems, nevertheless, unlikely that developing countries have
expor%ed nore than 5% to the Communist world as against 74% +to
the industrialised Western countries,; the remaining 21% being
exchanged between developing countries of the non-Communist
world,

148. Inports by developing countries from Communist sources
grew rapidly (more than L{% annually) between 1959 and 1966, but
morec moderately thereafter: 4% in 1967 and 3.3% in 1968. The
improvement in the terms of trade and the expansion of exports
following the increased cconomic activity in the West in 1968
led in turn to o growth in imports from the industrialised
non-Cormmunist countries, expanded by 10% in that year. A4s a
consequence, the relative importance of Communist countries aos
sources of supply (which grew steadily from 1.9% of total
purchases by developing countries in 1953+to -8.1% in 1967)
declined for the first time in 1968, During the latter year,
73.1% of the total impoxrts of the developing areas came fronm
the industrialised non~Communist world, as against 7.7% from
Communist countries. From the limited information so far
available on imports by the less~-developed countries in 1969,
it oppears that these percentages remained practically unchanged
last year,

(1) Increases in 1955, 1963 and 1967 were at almost the sans
level
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149, The trade balances of the developing areas as a whole
have been rapidly deteriorating since 1966, Trade between
less~devéloped countries and industrialised Western countries
has been, however, much more balanced than with Communist
countries, Imports f.o.b, from Communist countries exceeded
by increasing amounts exports f,o.b. to these countries, and
the resulting trade deficit incurred by developing countries
is quite out of proportion to their trade with the Communist
world. ‘During 1968, at least g1 billion was added to this
deficit, aud this amount does not include the additional
charges for freight cosits of imports, Roughly one-quarter of
the deficit can be explained by supplies of economic aid on
credit terms, but militory aid deliveries must obviously have
contributed greatly to this defiéit. Too little is known
cbout balance of invisibles, services and transport and
other transfers, and, on the other hand, the balance of
paynents situation differs too widely from country to country
to allow any meaningful generalisation.

(b) The importance of developing areas in the total trade

oi Communist countries

150, Total Communist trade expanded steadily from a very
low level in 1953 to reanch & total of $27 billion exports and
$26 billion imports in 1968, which represents an increase of
8.6% over the preceding year., However, since 1962, world trade
generally had been growing nearly as rapidly, and in 1968 it
rose by 11%., By the end of 1968, Communist trade accounted
for asbout 11% in total world trade.

TABLE 9
Trade of the Communist Area
~ (7.964-1968) (pillion US @)
Communist trade with world of which:
Year oo vT Y TradedTurgovgr
ota with developing
| Exports . Imports ! pyrnover countries - - -
1964 20,27 | 20,03 40,30  4.59
1965 21.73 21.42 43,15 5.32
1966 23,20 22.3%2 45,52 5.57
- 1967  24.89 | 23.86 L 48,75 v 5.51 ‘-
£ 1968 [ 27.03 | 25,87 i 52.90 | 5.69
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151« The overall expansion of Communist trade in 1968 was
largely due to a 10% increase of intra~-COMECON trade, which
represents the lion's sghare of this trade (over 56#%4), Trade
with industrialised Western countries grew more moderately
(+6.7%), while that with the developing areas increased only
slightly (+3%.5%). Nevertheless, the overall export surplus
in Communist trade, which doubled between 1965 and 1967,
increascd by more than g1 billion in 1968, mainly because
exports To developing countries continued to grow while imports
have lagged since 1965, and even by the end of 1968 did not
reach the level of the earlier year,

: 152. This general outline disregards, however, the great
differences in the volume of trade-of-the’various countries -
with thc developing areas, In terms of total trade turnover
with the developing countries, the USSR ranks first among the
Communist countries.,

TABLE 10

Communist trede with developing areas 1968
............. (billion US &)

4 Country Exports | Imports | Turnover | Balance
Soviet Union 1.40 0.86 2.26 + 0,54
Lastern Burope 1.03 0.85 1.88 + 0,18
Commuist China 0.83 0.24 1.07 + 0.59
Other Asian '

Communist countries 0.10 0,08 0.18 + 0,02

The Soviet lead is largely due to the prominence of its exports.
Whereas the Soviet Union is undoubtedly the main Communist
source of supply to the less-~developed countries, Eastern
Burope constitutes as important an outlet for their products

ag the USSR, Communist China is a separate case: it sends

o considerable part of its exports to developing countries of
Aslia, Africa and the Middlc East, and purchases the biulk of

its imports in industrialised Westerm and East European
countries, while trade with the Soviet Union has been reduced
to a negligible quantity.

153, The percentage share of the developing countries in

total trade of the individual Communist countries during 1968
was a8 follows: '
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TABLE 11

Share of Third World in Communist Trade

Communisgt China g 31% é
Soviet Union L 118 -
Czechoslovakia ¢ 10% 3
Rumania 8%
Poland 7%
Bulgaria I %7%w
Hungary 6%
Soviet Zone of Germany ] 5%

v L b

It may be noted that, as far as East European countries are
concerned, this distribution confirms the relative efforts of
economic aid(l),

(¢) Evolution of Soviet trade with developing countries

154, Since the end of the last war, trade between the USSR
and the less-developed oountries has gone through three stages:

- from 1946-195%, trade with developing countries
remained at a very low level (about $130 million
annually);

- from 1954-1962, this trade expanded at an extraordinary
speed; ite value increased twelve-fold (from
$130 million in 1953 to $1,570 million in 1962);

- from 1963-1968, it continued to grow but at a more
moderate rate: from $1,570 million to $2,260 million
(or by about 45%),

155, The 1954 trade expansion drive coincided with the
extension of the first economic aid credits. The Soviet Union
presented itself as a new large scale market where developing
countries would be able to sell thelr raw materials and
agricultural products which could not find buyers in the
non—~-Communist world. A4s these countries suffered from a
chronic shortage of hard currencies, the USSR proposed to
barter their surpluses for industrial equipment badly needed by
the developing areas. Such deliveries of equipment on credit
did, however, not reach significant levels until 1962, and the
Soviet trade balance with developing countries showed slight,
but constant, deficits., Indeed, by the end of 1960, the
cumulative Soviet deficit balance with the developing countries
gince 1946 had grown to about #670 million.

PTG, B
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156, Since early 1962, the overall picture has changed.
The rate of increase fell and the trade balance switched in
favour of the Soviet Union. As the starting level was low,
rates of increase seemzd very high at first, although the
absolute amounts involved were relatively small., The level of
imports reached in the early 60s was more in line with what
could be expected from a country such as the Soviet Union, It
seemed that further increases would depend on the overall
performance of the Soviet economy, which tended to advance
more slowly in the 60s than in the 50s. Between 1962 and 1968,
Soviet imports from developing countries rose from
$565 million (1961) to $860 million (1968), an annual average
rise of about 6.2%, but this progress was no longer uniform:

- in 1964, imports declined ‘somewhat-relative-to-1963; in 1967,

they fell below the level reached two years earlier, and in
1968 they had not regained their 1966 level,

157. During the 1962/68 period, Soviet exports to
developing countries continued to increase at their earlier
rate, i.e, more rapidly than imports (from $585 million in
1961 to $1,405 million ia 1968, about 17% per annum). 48 a
consequence, the Soviet trade balance with these countries
became favourable. The accumulated deficit was soon
transformed into a surplus, which, by the end of 1968, reached
a cumulative total of $2,100 million., Deliveries of capital
goods on credit terms have played a rdéle in this change, and
the Soviet Union will gradually have to consider more
carefully the problem of the economic usefulness of what it
con obtain from the developing areas in exchange for its
cxports,

NATO UNCLASSIFEFIZED
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GRAPH X - GRAPHIQUE X

FOREIGN TRADE OF THE U.S.S.R.
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TABLE 12

USSR:“Exade with the VWoxld and wit% less-developed countries

1946-196 ’
\\kl_‘ ( (million roubles)

-~ WORLD Aj{ Trade with less-developed countries
. Year { TOTAL @ o .. | :  Trade Balance
: - Trade § ‘Exports(1l) | Imports -
-Turnover%}‘urnover . . . Annual {Cumulative }

1946 1,280,3 4 91.7 § 38.7 -} 25340 = l4e3 ) = 1443
1947 1,364.0 75.8 19.4 56.4 |- 37.0} - 51.3
1948 2,278.98 229.6 66.2 163.4 §- 97.2 } - 148.5
1949 | 2,642.88 173.4 64.0 10944 §- 45.4 | - 193.9
1950 2,925.58 112.5 29.1 83.4 |- 54.3 ) - 248.2
1951 34853.4 151.8 66.0 85.8 |- 19.8 | - 268.0
1952 4,766.4 109.6 67.1 102.5 {- 35.4 ] - 303.4
195% 5,148,111 117.1 45.1 72,0 - 26,91} - 330.3

1954\ 5,764.44 228.7 ¢ 88.1 & 140.6 - 52.5{ - 382.8

#1955 | 5,838.50 304.0 ;  127.8 | 176.2 |- 48.4 | - 431.2

71956 ) 6,504.98 489.9 I 241.0 { 248.9 f- 7.9} - 439.1
1957 T,48T.3 699.2 326.6 372.6 |- 46.0] - 485.1
1958 7,783.9 820.0 414.5 405.5 f+ 9.0 - 476.1
1959 9,471.2} 826,9 387.7 439.2 |- 51.5] - 527.6
1960 |10,072.9ff 784.8 303.7 481.1 |- 77.4) - 605.0
1961 }10,643.5{} 1,032.7 525.5 5072 §+ 18.3 | - 586.7
1962 | 12,137.41 1,415.4 889.5 525.9 §+ 363.6 | - 223,1
1963 }12,898.1§ 1,404.5 820.7 583.8 |+ 236.9 | + 13.8
1964 |13,877.9f% 1,431.8 868.0 563,8 |+ 304.2 | + 318.0
1965 {14,609.7H# 1,744.5 1,010.4 734.1 |+ 2763 | + 594.3
1966 | 15,078.6W 1,874.1 1,090.6 78%3.5 }+ 307.1 1 + 901.4
1967 |16,370.1% 1,905.3 1,207.0 698.3 {+ 508.7 | +1,410.1
1968 |18,03%9.94 2,037.1 1,263.1 774.0 §+ 489.1 | +1,899.2
Source: Soviet Statistical Yearbooks
(1) It is likely that military equipmerit is ircluded in these

exnorts

(4) Bvolution of Iast Buropean trade with developing
areas ) ’

158, Bast Buropean trade with developing countries has ~
“pxpanded rapidly over the last 15 years, though at a more uniform
rate than similar Soviet trade, and more in line with the
2eneral rise in trade of Bast European countries. During the
fecade 1959~1968, the value of exports nearly trebled, while
jhat of imports grew 2i~fold, East European trade turnover

NATO UNCLASSIFIED
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with non-Communist developing countries, which amounted to some
700 million in 1959, increased to $1,880 million in 1968.

comparison with similar Soviet trade, that of Eastern Europe

was more balanced, although exports have, on average, exceeded
imports by about 100 million annually during the decade under

consideration,

159+ Over the last decade, the relative importance of the

individual East European countries has hardly altered.

situation

Trade of individual Iast European .countries with

in 1968 was as folliows:

TABLE 13

evel Qplng areag - Ig@

The

§ f in million US g Yas % of
. . S . : . - total
' Country - Txvorts | Imports { Total | Bagtern
o f,q.b. f.o.b, Turnover | Europe
1. Czechoslovakia | 331 248 | 579 29%
2. Poland 211 191 402 20%
3., S¢Z: Germany 199 166 365 18%
4, Rumania 167 90 257 12%
5. Bulgaria(a) 115 " 110 225 11%
6. Rumania 94 113 207 10%
TORAL 1,117 918 2,035 100%
(2) DIstimated by GATT
Source: International Trade - 1968 ~ GATT, Geneva 1969
Hotes: Tigures in this table differ somewhat from those
mentioned in paragraph 160, as the geographical
definition of developing areas.used by GATT
A 1ncludes interAalia also Cuba

160, There has been little change in the proportion of
the Bast Turopean countries?! trade with the developing

countries,

The figures for Czechoslovakia and Hungary were

13% and 10% respectively in 1956, and 10% and 6% in 1960,
They remained thereafter practically unchanged.
figures for the other countries are:

Comparable

Poland 8p in 1956, 7% in 1260, 7% in 1968

Soviet Zone 3% u w ® 4% L 5% "

Bulgaria ¢ u 4% n 7% n

Rumania 765 " 5% J 8% n
NATO UNCLASSIFIED
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GRAPH XI . GRAPHIQUE XI

FOREIGN TRADE OF EAST - EUROPEAN COUNTRIES
COMMERCE EXTERIEUR DES PAYS DE L'EUROPE DE L'EST
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It would appear from these figures that the smaller East
European countries have not seen fit to expand their trade
with the developing countries particularly. Only the Soviet
Union has steadily increased the share which developing areas
represent in its overall trade: in 1956, the Soviet Union
devoted 5.5% of its total trade to these countries; this
proportion rose to 8% in 1960 and to 11% in 1968,

(e) Trade of Communist China with the developing areas

i61. Contrary to the case of East European countries and
the Soviet Union, Communist Chinese trade with the developing
arcas did not show any constant upward- trend ever the period
1958/1968, Between 1958 and 1963 it declined by about 30%;
it then regained some momentum until the "cultural revolution",
which reduced the volume of trade in 1967 and 1968. These
fluctuctions closely follow the general trade pattern of
Communist China during the decade in question, A4s was
mentioned earlier(l), Chinese exports to less-developed
countries greatly exceed imports, and the surplus offsets to
some cxtent the deficit incurred in trade with Western
industrialised countries which provide capital goods,

TABLE 14

Communist China's trade with the world and with the
aevesoping arecs(a) (selected years)

(in million US @)

Total - Trade with developing areas
- World
Teor Trade Exports Imports ggfgé
Turnover f.o.b. f.o.b. Tur;over
1958 3,675 508 244 752
1963 2,650 383 1 152 535
1966 4,180 837 388 1,285
1967 3,730 806 240 1,046
1968. 3,400 . _830 240 1,070
(2) Estimates by the Secretariat based mainly on trading
llllll pgxtner's gtatistics

(1) see paragraphs 152 and 153
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162, Trade with developing areas is a much more important
element in the total trade of Communist China than in the case
of other Communist countries (USSR and East European countries).
In fact, in volume this trade almost equals that between China
and the other Communist ocountries., However, contrary to the
largely favourable trade balance with developing countries,
Chinese imports from Communist countries (mainly East European)
cxceed exports to these countries. :

(£) Prospects for the immediate future

163. Communist trzdc with developing countries is likely
to ocentinue to increase, but at a rate more in line with
economic developments and trade generally. From preliminary
Information, it seems that in 1969 the total trade of COMECON
countrics increased by some 10% as against a 15% increase in
the trade of the non~Communist industrialised countries. In
1969, developing countries probably increased their trade with
the non-Communist industrialised countries more rapidly than
wvith the Communist ones, benefiting from the continued rise in
world production.

164, Prospects for 1970 are less satisfactory. The
slowing down of economic growth in the United States during the
first months of the year will probably reduce import demand in
that country. On the other hand, the United Kingdom and Japan
mey increase their imports. In the Communist world, the
unsatisfoctory Soviet economic performonce in 1969 and the
slower rate of growth in foreign trade might be reflected in
reduced exports to developing countries with whom large surpluses
have been accumulated., It seems likely that Soviet imports
from thése countries during 1970 will increase more rapidly than
exports, and the total trade turnover of the Soviet Union with
the developing areas might increase 8-9%, i.e. a rate higher
than that at which the troade of developing countries is expected
to grow. It 1s possible that, because of their quality,
monufactured goods from developing countries might find an
easier market in Communist than in the industrialised countries.

165. Czechoslovakia!s exports declined during the first
holf of 1969, and it seems unlikely that they will increase
gignificantly during 1970. Minor increases in Czechoslovak
imports will probably come mainly from industrialised Communist
countries. Imports by Poland, Hungary and Rumania expanded
repldly during 1969, and the Soviet Zone of Germany increased
both imports and exports by about 13%. Here again, overall
increcses in trade with developing countries might be linked
with increased imports. Communist China, where political
agltation seems to have sbated, will probably continue to
increcse ite trade with the developing countries rather
rapidly, possibly at a rate between 10% and 15% per year, thus
regaining the momentum lost during 1967/68.
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GRAPH XiI - GRAPHIQUE Xl
FOREIGN TRADE OF COMMUNIST CHINA
COMMERCE EXTERIEUR DE LA CHINE COMMUNISTE
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166, Should the riging trend in the prices of primary
broducts be halted by the slowing down of economic activity in
the industrialised countries, the trade balance of the less-
developed areas, which are continually in need of imports,
might be seriously affeoted. In these circumstances, they
might be tempted to resort to barter deals with Communist
countries as temporary expedients. A mere switch of trade
would bring them no lasting benefit. For a long time to come
they are likely to be mainly dependent on the prosperous
merketds in the industricliiscd countries. On the other hand,
the rising demand in Communist couniries for their products
alongeide Western demand would raise prices and make i%

_feasible to industrialise gradually on rational lines.

By DIRECTION OF COMMUNIST TRADE WITH DEVELOPING COUNTRIES °

(2) ZFrom the point of view of the Communist countries

167+ Since the 1954 troade expansion drive, the Communist
countries have gradually spread their trade activities over an
increasing number of developing countries in various parts of
the world, Available trade statistics show that about 70
non~-Cormunist developing notions outside Europe maintain trade
relations with the Communist world: 33 in Africa, 15 in Datin
dmerica, 12 in Asia and 10 in the Middle Bast(l)., However, in
legs then a dozen cases, trade turnover (imports plus exports)
with the whole of the Communist world exceeds $100 millicn
per year, Given the geographical situation of the Communist
countries, it is not surprising that their main trade
portners should be found in Asia and the Middle East. These
two areas cccount for nearly three-quarters of such trade,
Jndiz ond the United Arab Republic are by far the most
outstonding trode partners, apsorbing about one-third of
Communist trade with developing areas, Other countries cmong
the 15 nost important trcde partners in 1967 are:

- in Asia: Pakigtan, Malaysia, Singapore, Indonesia,
Ceylon ond Afghonistan;. L : S

- in the Middle Lost: Iran, Syria and Iraq;

- in Africa: Morocco and Algeria;

-~ In Tatin Americce: Brazil and Argentina,

168, During the past decade, Africa and, to a lesser
extent, the Middle East hove increased their respective share
at the expense of 4sia ond Detin Lmerica. Moreover, there are
différences in the geographical pattern of the trade of the
USSR, Communist China and the Fast European countries, as the
following ‘taeble shows:

(1) For a comﬁlete 1isﬁ, see Table IX at statistical Annex

S ol
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TABLE 15

Geographicel distributlon. of trade between the Soviet Union, -
Lostern Burcope, Communigt China and the developing areas

ouLgide Burope

(percentages)
Soviet Union Eastern Europe Communist China

Region R

| Exports Impq:#s Exports | Imports| Exports | Imports
| Lfrica | 15 15 18 19 | 18 | 20 |
*Asia’ 34 L 45 T 24 L 30 i 50 L, 60 |
' . e iy - . . "
\Middle East - 48 i 30 b 45 ¢ 27 & 3 b 17 &
Lctin.Ame:ica 3 - 10 13 24 negl. 3
Third World

Total 100 100 100 100 | 100 100

Sources: USSR: Soviet trade statistics for 1968

Eastern Burope and Communist China: mainly 1967 trade
stotistics of develoying countries

169, Before the Sovict Union started its trade expansion
drive, it naintained trade relotions with less than 20
non~Cormunist countries outside Europe, and in only four cases
was this trode of any significance in 1954: Argentina (Soviet
exports $37 million; immorts $36 million); Iran (exports N
$14 million; imports $19 nillion); Ghana (Soviet imporis
20 millions; Uruguay (Soviet imports $20 million). In 1968,
of the 53 non-Comnmunist developing countries outside Europe
listed in the Soviet Trodc Returns, only in 15 cases did trade
turnover amount to $£30 million, and for half the countries it
was lees than $10 million.

170. The developing countries with which the USSR
nointalns a significant volume of trade can be divided into
three groups:

- those where credits have contributed to the rapid
expansion of Soviet exports and, where, consequently,
in the recent yeors, the USSR has been accumulating
substantial trade surpluses: the UAR, Syria, Irag,
Iran, Afghanistan, Pakistan, Algeriaj;

- those with which trade tends to be more or less
balanced: India, Morocco, Ghana, Nigeria, Ceylon;

- those from which the USSR has traditionally imported
raw noterials and agricultural produce and for which
it is prepared to pay in hard currency: Malaysia,
Argentina, Broazil,

NATO UNCTLASSTIFIZED
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171. The trade of Logt European countries is more ovenly
spread over a larger number of developing non-Communist
countries than Soviet trade. In the 1967 trade returns of 65
different developing countries, Bast Buropean countries were
mentioned, Normally, in the past, Bast European exports
slightly exceeded imports; this trend has become more
prenotnced recently in African countries such as Algeria,
Libya, BEthiopia and in most Middle East countries: ILebanon,
Syria, the UAR; Increased imports from other African
counitries (Ghana, Guinea) contain an element of repayment of
economic ald delivered earlier, This also applies to imports
from India, Morocco, Ceylon. On the other hand, ILatin
American countries have mainly served as sources of supply
rather than as markets for East Furopean products. On the

- whole, the geographical pattern of East European trade does not

differ significantly from that of the Soviet Union except for
the much greater r6le ployed in the first case by Latin America.

172, Communist Chinats trade is primarily directed towards
Asian countries, In 1967, Singapore, Ceylon, Malaysia,
Pakistan and Indenesia were Chinals most important trade
partners outside Europe. Trade, except in the case of Pakistan
and Ceylon, where it is balanced, is a one~way flow of Chinese
exports, It seems likely that part of these exports to
Singaporec and Malaysia, as in the case of Hong Kong, are
re~exported to Western countries and provide some of the hard
ourrency nceded by China for its imports from industrialised
non-Communist countries. In nearly all of these countries,
and in Cambodia, Chinese exports exceed those of the Soviet Union
and Bastern Europe combined, Chinese exports to Pakistan in
1967 were of the same order of magnitude as those of the USSR
or Eastern Europe taken separately.

173. In recent years, Communist China has made determined
effoxrts to penetrate African countries, and is thus openly
ocompeting with the USSR in trying to gain influence by means of
trade. In 1966 and 1967, Chinese exports to Africa exceeded
those of the USSR. In 1967, they equalled or exceeded the
combined Soviet and Bast European exports to the following
countries:

Congo (Brazzavilile)
Dahouey
Mali
Mauritania
Mauritius
Wiger
Reunilon
Senegal
Sudan
Tanzania
Togo
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They equalled cr exceeded those of the Soviet Union in:

Cameroon
Chad

Conge (Xinshasa)
Ethicpia
Ivoxry Coast
Kenya

Libya
Nigeria
Sierra Leone
Uganda
Zambia

The amounts involved are admittedly small, but, given the
economic gize of most of these African countries, these exports
tend to play a more important réle than their mere value would

suggest. :

174, In the Middle Bast gUAR, Syria, Iran, Iraq), where
much larger volumes of trade (exports and imports) are
involved, Communist Chinc cannot compete with the USSR and
Bastern Burope, although it holds its ground in Kuwait and
Jordan. Communist China has practically no trade with
Afghenistan or with India, ond since 1966 its trade with
ILatin America has been minimal.

(b) From the pqintﬂgﬁ,view of the developing countries

175, A4lthough the share of Ccmmunist countries in the
totzal trade turnover of the developing Third World does not
exceed 6~7%, a number of developing countries are economically
much more dependent on their trade with the Communist
countrics than this figure would suggest.
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TABLE 16

_the Cogmunlst countries in the trade furnover of those
1

h 0% aelr Total
ARG LA T

(1967)
. Communist . : b -
- . Soviet | Basternm b
Country : coggzgies " Union | Burcpe - China
Afghanistan 56 . 50 i .‘ 4 2
Yemen 50 49 1 n.a.
UAR 41 24 15 2
Guinea 55 11 24 | negl.
' Syria : 30 fi 12 ;; 13 i 5
- Meld ;0  } 13 3 14
n.a. = no% avéilable
_negl,{: negligible

pattern shown above has prevailed over the last 6-7 years.

176,

[

Afghonistan is the non-Communist developing country
which, over the last decade, has depended most heavily
on the Soviet Union both for imports (more than half
of%?he total comes from the USSR) and exports (about

400 Y

Yemen i1s the next most dependent country but almost
cxclusively ag regards imports, 60% of which in 1967
came from the USSR: Practically all its exports
(ever 95%) go to non-Communist countries, for the
most part, neighbours.

The United Arab Republic since 1858 has directed
nearly nair of its exports to Ceommunist countries
(mainly the Soviet Union and Esstern Burope) and
purchased there between one-fifth and one-third of
its imports,

Guinea, in the early 1960s, obtained over 40% of its
imports from the Communist countriss. This share
declined to aboubt one-~third after 1964, when imports
from Communist China were practically halted, while
that of East European countries drew level with that
of the Soviet Union. The Communist countries have,
however, never succeeded in replacing the Western
countries as o market for the Guinean exports of raw
materiol. It was only in 1967 that Guinea's exports
to the Soviet Union and Eastern Europe reached about
35%, During the preceding years, it had seldom been
more than 30%.
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- Syria has steadily increased the share of its imports
Trom Communist countries from about 4% in 1956 to 16%
in 1965 and 31% in 1967. The importance of the
Cormunist world os on outlet for Syrian products
grew even more ropidly up till 1964, when over 40% of
total Syrian exports went to Communist countries
(moinly the USSR and Eastern Europe). This
propggtion subsequently declined, and was about 30%
in 1967.

- Mgli is the only country in which trade with Communist
China has played a significont rble, mainly as a
source of supplies, In 1564, China absorbed about
10% of Malian cxports and provided a similar percentage
of total imports. Thereafter, Mali was able to
purchase about one~fifth of its imports from that
country, but its exports to China represented a
negligible share of its total sales. This country,
which directed up to 40% of its total exports to
Communist countries in 1964, at a time when nearly
half of its imports came from these countries, has
gince sought mainly in the non-Communist world
markets Ffor its products (only 12% of its exports were
sent to Communist countries in 1966 and 1967§ although
ite imports from Communist countries still accounted
in 1967 for nearly 40% of total purchases.

177, The other countries where trade with Communist
countries accounted for more than 10% of total turnover in
1967 were:

In Africa: Sudan 16%
Morocco 13%
Somalia 12%
Ghana 11%
Tunisia 11%

In Asia:s Ceylon 18%
Burma 14%
Cambodia 13%
India 13%
Pakistan 11%

178 Nene in the Middle Zast nor in Latin Amerxrica

In most of these countries! trade, the relative importance of
Communist countries has been declining since 1965, both as an
outlet for their prcducts and as a source of supply., It is
only in the case of Somalila, Tunisia and Pakistan that the
share of Communist countries In total trade tended to rise., In
Sicrra Teone, Iragq and Jordan, impcrts from Communist countries
exceeded 10% of total external purchase in recent years, but
exports to these countries are negligible (less than 3.5%) o
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(¢) GConclusions

179. Communist trade in general, and Soviet trade in
particular, is concentrated on a relatively small number of
countrics, where it pleys & larger rGle than the overall
percentage share which Communist countries account for in
total trade turnover of the Third World would indicate.
Hevertheless, even in these countries (with the exception of
Afghaniston), the industriallised Western countries still
maintain a definite lead over Communist countries in trade
with these developing couniries, Afghanistan, whose
percentage of trade with the Soviet Union and the East
European countries in 1967 was comparable with that of
Yugoslavia in 1947, has dcmonstrated that economic relations
by themselves are insufficient to turm an independent country
into a Communist satellite, Similarly, the dominant position
of the West in the trade of developing countries is no
guarantce that they would not tura to Communist countries for
trade and aid if, for political reasons, they preferred to do
50,

130, In the light of developments during the last decade,
it seems most unlikely that the Communist countries could
increase their own trade with the developing countries to the
extent of depriving the industrialised West of its traditional
sources of supply. During recent years, the Communist
countries have been less capable of absorbing increasing
amounts of products from developing countries than of
offering alternative sourccs of supply to be repaid at a later
dote in the form of increascd exports. This trend has been
particularly marked in the Middle East and African countries,
which continue to be the two main target areas of the Communist
trade exponsion efforts., It appears further from the available
trade figures that the competition between the USSR and
Communis®t China was particularly acute in Africa,

C:  COMMODITY COMPOSITION OF COMMUNIST TRADE WITH DEVELOPING
[0 18 i/

(2) Imports by Communist countries

181. Little detailed and up-to-date information on the
commodity composition of the trade of the developing cocuntries
is available, Communist purchases of raw materials (rubber,
cotton, metals, ores) cocounted for two-thirds of the total in
1953, thrce-quarters at the end of the 50s, since when the
figure has fallen to 50%. The share of food producis has
fluctuated more widely according to the temporary needs of the
Communist countries, Food represented about 2 gquarter of
total imports in 1953 cond’ declined to one-fifth in 1959; it
reached o peak in 1965/66, when over one-third of imports
consisted of food and food products, a percentage which
declined only slightly in 1967, Manufactured goods from
developing countries have graduclly gained in rclative
importance from less thon 5% in 1953 to over doubie this
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GRAPH Xy

COMMODITY COMPOSITION - REPARTITION. PAR PRODUITS
OF COMMUNIST TRADE WITH DEVELOPING COUNTRIES
DU COMMERCE DES PAYS COMMUNISTES AVEC CEUX EN VOIE DE DEVELOPPEMENT
- 1968 -
|

EXPORTS - EXPORTATIONS (officiol trade statistics) IMPORTS - IMPORTATIONS

(statistiques commerciales officielles)

$ 952 million | $ 884 million
I. SOVIET UNION

€

UNION_SOVIETIQUE
2*“5 Total valve :
utres Valeur totale :
- 2% of which :
dont :
31%
Wood praducts gfhers Food 3
Bois 5% utres Produits
alimentaires
5%
Rolled ferrous Machinery & equipment
metals 8% for complete plants
Métaux ferreux 19% Machines et outillage
laminés 12% pour usines complétes
Petroleum products
Produits pétroliers Other machinery and equipment Cotton fibre Natural rubber
Autres machines et outillage Fibre de coton Caoutchouc naturel
Food
Produits alimentaires
Il. EASTERN EUROPE
EUROPE DE L'EST
Fuels $ 1,162 million (estimates - estimations) $ 928 million
Carburants Total value :
Valeur totale : Others
Fertilizers ond other ;‘ Wh.'Ch :
chemicals lont : Jute
Engrais et Manufactures Jute
autres produits Prodvuits .
chimiques manufacturés
Hides, skins
and wool
Cuirs, peaux
et laine
Cotton
Machinery & Coton
equipment and
manufacturés
Machines, outillage
et produits Natural rubber
manufacturés Caoutchouc naturel
Tea, cotfee, cocoa
Food, wood products and other crudes Thé, café, cacao
Produits alimentaires, bois et
autres matiéres premi€res
-
I, COMMUNIST CHINA
$ 830 million CHINE COMMUNIST $ 216 million
(estimates - estimations)
. ;aw\mmeriols.fcool) Total value :
afiéres premieres Valeur totale :
(charbon) of which :
dont : Others
Machinery and Autres Food
equipment Produits alimentaires
Machines et Rubber
outillage Caoutchouc
Food naturel Jute and cotton

Produits alimentaires Jute et coton

Manufactures
Produits manufacturés
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182, About half of the 1967 Soviet imports from developing
countries comsist of rauy moterials, among which najural rubber
(15%) and cotton fibré (14%) played the leading rdle,
followed by copper, nickel and iron ores, although the share
of 211 these raw materiacls has been gradually shrinking since
1965, In 1968, they have apparently regained part of their
lost importance, Foecd and food products (mainly wheat)
accounted in 1967 Tor onc—vhird of impozts as against about
37% in 1964 and 26% in 1963. Manufaoctured %oods from developing

. - m‘ 3 i
countries have graduslly goined importance in Soviet 1mports

Trom thege countries as ageinst 9% in 1963,

"183. Indioc supplies to the Soviet Union tea, coffee, jute,
wool, leather, considerazble quantities of packing material
(jute), also footwear end clothing, nuts, spices, pepper and
tobacco. There is less voriety in imports from the UAR, which
consists lorgely of raw cotton, materials and fabrics and
congidéerable quantities of rice, Several other countries
(Syria, Sudan) also supply cotton and wool; Pakistan jute and
rice, while Iraq and Iran send dry fruits, Algeria oranges and
wine, Brozil supplies ¢ large variety of goods: coffee,
cocoa, xice, cotton, lecther and oils, while Argentina, which
in 1967 so0ld 1.5 million tons of wheat, normally provides
leather, wool. Imports from Malaysia consist almost
e%clusively of natural rubber supplemented by small quantities
of tin,

134. Iastern Europc imports relatively less raw materials
from developing countries than the Soviets, but more food and
tropical fruits. The share of these two main categories was
nearly equal in 1965, though that of food imports has
apparently lost some ground since then in favour of imports of
row moterials, Purchases of crude oil from developing
countries has not yet rcoached any sizable fraction of the total
imports. The importance of imported manufactured goods from
developing countries is of about the saome order as in the case
of the Soviet Union.

185. Communist Chinese trade composition has been less
stable than in the case of the Soviet Union oxr the East
European countrics. TFood products and raw materials account
for nearly the total of imports (over 90%) from developing
countries., But the share which food represents in such trade
hos fluctuated widely =ccording to temporary needs., Chinals
purchases in 1964-1966 included about $80 million woxrth cf
vheat annually from Argentina, but these imports were halted
in 1967. Burma provides rice to China, Ceylon rubber, Morocco
phosphates, Sudan, Syria and the UAR cotton, Manufactured
goods (about 5%) have only started in 1965 to represent any
gizcble fraction of imports,
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(v) Exports from Communist countries

186, The main commodities exported during the last three
years from the Communist countries to the developing areas of
the non~Communist world consist of machinery, capital goqds
and transport equipment, which represent cver hall of %Ee Total,
About one~third is nearly equally divided between food products
and row materials, among which exports of fuel plays a major
r8le, The rest consists of miscellaneous {tems, including
chemicals., Before 1954, food was the most important export
commodity, but its share in total exports has been gradually
declining in favour of the rapidly growing place taken by
capitel goods, while menufactured products grew less rapidly

~in relative importance, . The. share of fuel in.exports,.

petroleum products especially, rapidly expanded up to théﬂehd"
of the 50s, buv has gradually declined since.

137. Machinery is the main item of Soviet exports to
developing countries, especially to thoseé benefitiang from
economic aid credits. In recent years (1965-68) machinery and
equipment accounted for half the total Soviet exports (30%
complete plants and 20% other machinery and equipment). Since
the increased wheat shipments to the UAR in 1967 and larger
exports of sugar and sunflower oil to various Arab countries
(19% of total), food has regained part of the importance it
lost in earlier years. In 1968, however, the share of food in
total exports dropped egoin to about 12%. Petroleum exporis
in 1968 dropped to 8% of the total, mainly as a result of a
sharp decline in shipments to India following the closure of
the Suez Canal., Wood products and rolled ferrous metals
accounted for another 10% of total Soviel exports to developing
countries, the rest ccrsisting mainly of various raw materials.

188. In the table below, some indication is given of the
relative importance (in million roubles) of instzllations and
other machinery in exports to countries benefiting from large
scale credits., The figures refer to 1966/67 as the commodity/
country distribution figures for 1968 are not yet available.
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TABLE 17

Soviet exports to. certain developing countries
(commodity composition)

(nillion roubles)

>

PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

1966 ; 1967
? Machinery ; ) Hachinery ﬁ -
- f : e, i.‘ '
+ Complete | Other Complete § Other
Instal- magzgizr than | Instal- O;?er than
lations ACHINCIY | nachinery |lations | TRC0INETY machinery
India 60 31 83 81 25 , 40
UAR 17 44 68 13 49 131
Iran 4 4 20 20 10 27
© Afghanistan {41 1 4 21 2 26 2 5 ! 20
, Syria 5 b 5 F w0 f 9 ¢ o115 b7
Algeria 1.5 | 6.5 9 2.5 2 23.5
Iraq 4 9 17 4 13 16
Pakistan 5 18 12 4 18 14

DECLASSI FI ED/ DECLASSI FI EE -

189. The most important engineering exports not included
in complete installatiofis are motor transport, earth moving,
power station equipment, in the case of the United Arad Republic
agricultural, and for Indic aviation equipment. Exports other
than machinery cover a wide range of products. Nearly all the
countries mentioned in Table 17 took metallurgical products.

In a2ddition, the UAR imnorted coal and timber, India,
Afghaniston, Syria and the UAR oil. TFood products went mainly
to the lLrab countries, ' ' - :

190. In East Furopcen trade, panufactured gocds are the
most important products sold, accounting for abcut 40% of total
exports to developing counumesa Machinery and transport
mgp;nment account for aboui a guarter, and r00d prcducts for
about 15%. Crude matericls and ?uelc represent another 10%,
the remaining 10% corsisting mainly of fertilisers and
chemicals,

191. Communist Chinese exnorts comprise 80% food (rice)
products and manufectured soods (textiles), each of these groups
sccounting for roughlyﬁhélx. The remeining fifth is
represented mainly by raw materials, such as fuels (coal).
Expoxrts of machinery ana aransport eg}ipment hardly exceed 5-6%
of total Chinese exports to non-Communist developing countries,
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Di  ADVAUTAGES AND DRAVBACKS OF TRADE BETWEEN COMMUNIST
COUNMTRIES AND THE DEVIILOPLING ONkS

(2) ROle of trade with developing countries in the
Coumunist economies

192, . The r6le devoted to trasde with the outside world in
the Soviet type of centrally planned economy has traditionally
been marginal. Apart from certain essential raw materials not
locally available, Communist theory tends to regard imports
from capitalistic countries merely as a means of filling a
temporary gap left by the underfulfilment of the plan or of
overcoming an unforeseen bottleneck, and exports are nothing
more than ways of paying for such imports. Both the Soviet
Union and Communist China . are among the countries whose
economies are the least dependent on foreign trade in the
world, The share of imports as compared to national income is
in both countries among the lowest recorded (less than 3% of
GIUP): The tendency towards naticnal self-sufficiency is, in
both cases, apart from its ideological and national security
motivations, made economically plausible by the dimensions of
the countiies, their natural endowment with mineral and energy
resources, and their agricultural potential,

193.. The position of the smaller East European countries
is, in this respect, basically different. They do not find
within their boundaries either the natural resources needed for
the functioning of their economies or markets large enough to
permit proper economies oI scale, In 1968, total iwmports of
Bagst Buropean countries exceeded Soviet imports by more than
50%, although the sum of their gross national procducts was
less then 40% that of the Soviet GNP. Even Poland, which,
among Bast Europeans relies proportionally least on foreign
trade, still imports about 25% more than Communist China,
although its national income is probably only some 4C% of that
of the latter country.

184.. Soviet Union. The first priority of the Soviet foreign

trade planners is the strengthening of their economic links
between COMECON partners. This preoccupation was reinforced
after the 1968 invasion of Czechoslovakia, The Soviet Union
has constantly sttempted to make use of the industrially most
advanced Communigst countries as workshops for production
tailored to Soviet needs, As regards the Western industrialised
countries, notwithstanding the well-known limitations of such
trade, imports of technically advanced equipment have
traditionally played a cruvcial rdle in Soviet efforts to
overcome the widening technological gap in various sectors of
the civilian industrial output. Compared with this type of
import, the developing Third World has apparently little to
offer of vital economic interest by present Soviet standards,
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Some raw materials and rare metals not locally available
(Malayan rubber) or in insufficient quantities (Chilean and
Rhodesian copper) or of an inadequate quality (Egyptian
cotton), as well as the essential food products needed in an
occasional emergency situation (Argentinian wheat after the
disogtrous harvest in 1963), have in the past been imporied,
even without fully compensating exports and, if need be, ,
against payments in hard currencies, The other Soviet imports
of coasumer goods (cocoa, coffee, peanuts, bananas, cane
sugar, wiline, rice, tropical fruits and vegetables, wool, jute,
hides and skins) or products manufactured by developing
countries do not contribute significantiy to the growth
objectives ¢f the economy but rather to the improvement of the
living stendards of the consumer. The economic implications
of the increasing well~being of the population are, however,
gradually in the process of being acknowledged in the Soviet
Union.

195. This order of priorities is reflected in the
geographical pattern of Soviet trade, Over the last three years,
two~thirds was oriented towards Communist countries (56% to
Bagtern Burope and 8% to Cuba, Communist China and other Asian
Communist countries)., OFf the remaining third directed towards
non-Communist ccuntries, the industrialised Western countries
accounted for double (22%) the value of trade with developing
countries (12%). Soviet exports to non-Communist developing
countries represent an insignificant percentage (less than
0.5%) of the country's GNP:; Since 1962, the Soviet Union secems
to have realised that it could, without any undue strain on
its economy, increase its trade with develcping countries by
expending its exports, which could be repaid in coming years
by growing imports. To maintain a steadily growing flow of
trade with developing countries, the original drive, mainly
based on expanding purchases, seemed to meet with some
limitations and recent® effor%s aim at priming the pump by
enlarged sales on credit. L

. 19€. . The volume, direction and composition of Soviet trade

 result not from the free interplay of international competition

on world markets but from a deliberate decision taken at
governmental level with due regard to beth economic and
political implications., Primarily preoccupied with major
domestic econcmic and political problems related to tne
internal and external security of their territory, the Chinese
challenge in the outside world and the integrity of CCMECCL,
it would seem that the Third World dces not rate very high in
‘the present order of priorities of the Soviet policy makers,
The exception of the Mediterranean area and its Arad

° prolongations does net contradict this overall generalimation,

Trade promotion efforts in Africa aim as much at challenging
the growing Chinese influence as at reducing Western iniliuence,
Over the last 15 years, the Soviet Union has learmed the
limitations of using economic aid and trade as a means of
furthering their purely pclitical aims, Developuwents in a
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number of countries that had established close eccnomic
rclations with the Soviet Union (Guinea, Ghana, Mali,
Indonesiza, etc.) have calmed down the optimistic views
according to which Communism would spread rapidly in the foot-
steps of the decolonisation process. The anticipated evolution
of developing countries towards Communism in general and the
Scviet Union in particular is at present officially presented
ag a long-term goal.

"197. In recent years, Soviet efforts in the field of
econonic ~id and trade hove aimed more at gaining influence
within the leading circles of the developing countries than at
promoting social agitation. The national leadership in the
Third World countries might indeed be strengthened by Soviet
econcmic activities. The official Communist attitude is no =
doubt that the national leaders will eventually be compelled
by internal circumstances to adopt policies more favourable to
Communism. On the other hond, established economic links
crecte obligations which cannot be disrupted unilaterally by
the Soviet Union without considerable losses in both economic
and political terms, and the Chinese challenge has added a
new dimension to this struggle for influence in the developing
areas of the non-Communist world.

198. IRKastern Furope. Eastern Europe is a concept used in
this paper %o simplify The multiplicity of problems which trade
with developing countries poses. In fact, the countries
belonging to this group do not together constitute an entity
in the economic sense., In Communist quarters, it was thought
that COMECON could serve as a medium for co-ordinating trade
of the East European countries in general, and with the
developing countries in particular, There is so far no
evidence that these attcompts at co-ordination have met with
great success, For instance, in May 1965, the Permanent
COMECON Commission for llonetary and Financial Questions
considered ways and means of utilising the COMECON Bank as a
vehicle for promoting the establishment of joint enterprises

in developing countries., At the Moscow conference in May 1969, -

the problem was raised agoin, and it was decided to set up a
new COMECON Investment Benk, However, so far not one
developing country is reported to have put into effective use
the envisaged multilaterzl clearing and investment system.

The Soviet Union seems still more concerned with direct
control rather than using the COMECON institutions for such
co—~ordinating purposes. The East EBuropean countries have
occasicnally been used as specrheads for Soviet economic
penetration as they appeored to the developing nations (Middle
East, Letin America) as more acceptable trade partners.
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199, This is not to say that there is no specialisation
among East Furopean countries in the type of products exported
to developing areas. Polish exports consist primarily of
shipyard equipment, small power plants, furniture factories
and cement plants. East Germany sends %o the Third World
mainly printing presses, cellulose factories, film producing
units, factories of optical instruments and measuring devices.
Czechoslovakia supplies complete installations in the
electrical fields. In comparison to Soviet sales abroad, East
European exports to developing countries comprise small and
medium plants not requiring high capital investment. Such
countries as Poland and Czechoslovakia have occasionally
acted as sub-contractors of large scale Soviet deals. However,
it seems that this lack of competition between East Buropean
countries is due more to specialisation in production among the
dept Buropean countries rather than to any agreed deliberate
division of foreign markets among the COMECON partners.

200.. Over recent yearsAthe East European countries have
reasserted their own netional economic interest in the context

- of their economic relations with developing areas of the

non~Communist world. TLess—~developed countries could be
regarded as alternative sources of supply for various raw
materials which East Buropeen countries at present import from
the USSRs Thus, trade with developing countries could be
considerecd by COMECON countries as a means of reducing

somewhat their economic dependency on the Soviet Union.
However, from the figures available(l), it appears that, since
1960, only Rumania and Bulgaris have expanded their trade with
developing countries wore rapidly than their overall trade.

In fact, Czechoslovakia, which has always played a leading

réle in this particular field, has since 1960 somewhat reduced
the share of its trade with the non-Communist developing
countries. The developing countries could offer an interesting
outlet for various East European manufactured and capital goods,
but the circumstances for selling their products to Eastern
Europe have not been particularly favourable, and the East
Iuropean countries are generally not in a position to permit
developing ones to accumulate considerable outstanding trade
debts whose repayment possibilities might be uncertain.

201, Since the invosion of Czechoslovakia, it seems that
the Soviet Union has tightened its control over trade
development with the developing areas outside the Ccmmunist
camp. For instance, there 1s some evidence that the
November 1968 commerciel negotiations between Czechoslovakia
and Iran for the delivery of crude petroleum against the
supply of Czechoslovak investment goods to a total of
$£200 million had to be approved by the Soviet Union.
Hevertheless, provided thot such relations grow gradually and
do not alter fundamentzlly the economic dependence of COMECON
countries on the Soviet Union (particularly in terms of exporis

(1) See paragraph 160
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0of equipment required by the USSR) it is in the interest of
the Soviet Union that East Buropean countries, drawing on
their Jlong standing experience in foreign trade matters,
expand their economic relatlons with developing areas at the
expense of Western counitries, Over recent years, the USSR
has repeatedly insisted that East European countries should
invest in the development of the Soviet Union's natural
resources, especially of the raw materials which are exported
to the Buropean COMECON partners. The Soviet Union is
probably less interested in exporting such materials, as a
means of controlling these countries economically, than in
maintaining its imports from East European countries.

202, The East Europnean countries can, nevertheless, be
regarded as having a certaln amount of autonomy, i.e.
entitled to take relatively independent decisions regarding
their foreign trade with developing countries, so long as the
geographical pattern set agreed with the Soviet Union is
maintained, As a consequence, these countries have in their
ald and trade relations with developing countries attached
more significance to economic considerations than to prestige
motivations which play an important rfle in similar Soviet
trade, This was reflectied, for instance, in the terms
attached to their credit commitments (higher interest rates,
ghorter maturity periods) until the time when these were
brouzght in line with Soviet practice. Another consequence
has been the wider geographical dissemination of their trade
relaiticons over a larger range of countries, and the
relatively greater diversity of goods imported from developing
areas azccording to their needs, It would seem that if '
industrialised countries such as Czechoslovakia, Poland and
Hungary felt free to do so, they could significantly increase
their exports of capital and manufactured goods to developing
countries and import from them surplus commodities and raw
materials, Their economlc structure is clearly more
complemeniary to that of thée less-developed countries than thay
of the Soviet Union. It is, therefore, difficult to explain
in merely cconomic terms the fact that the share of their
trade with developing countiries is smaller than the Soviet -
ghare, '

203.. Communist China, Amcng the Communist countries,
Communist Chiza is the one where the motivations of economic
2id are the most clearly distinct from those of trade: in the
former case, political considerations are decisive, in the
latter, economic interests prevail, The stage of
industrialisation reached by China dces not allow this country
to compete with the developed countries in deliveries of
capital goods for economic develcpment purposes. The Chinese
denounce both Soviet and Western aid and trade alike, as wmeans
used by industrialised countries to exploit the more backward
netions. In fact, Communis®t China needs precisciy the kind of
commcdities and equipment which the other, non-~Communist,
developing countries require and has, in turn, little to offer
them that the less-developéd countries could not find in other
developing areas (textiles, food products, ligh%t manufactures).
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204. Since the interruption of Soviet economic aid
deliveries, trade between’ the USSR and Communist China has
rapidly declined and ceme, by 1967, to a virtual standstili(l).
Communist China consequently sought in the East European
countries and in the West alternate sources of supply for
equipment and technology denied by the Soviet Union, but
China needs to earn hard currencies to buy Western capital
goods, Obviously, trade with Hong Kong plays the decisive
r8le as a convertible curreiacy earner, but Chinese exports to
such countries as Singepore, Malaysia, Kuwait might
concelvably contrivute to this end, Bven during critical
years, China kept up its trade relations with Asian and African
countries which provide some essential commodities: rubber
from Ceylon - phosphates from Morocco, and turned towards

Argentina for part of its grain imports to. overcome. temporary . . -

food shortages. The need for such imports has sometinmes

promoted additional tredec relations with third countries, as

in the typical case of triangular trade whereby China has been

guying Burmese rice with which it pays its rubber iwmports from
eylon,

205. Apart from this need for a few basic commodities,
trade with developing countries obviously plays a less
important r8le in Chinesc foreign trade than that with
industrialised countries, But, on the whole, the inward looking
tendency which is typical for all Communist countries is even
more evident in the Chinese example than in the Soviet Union,
Its politically motivated exports on easy credit terms of

capltal goods to developing countries, though small in size
and value, constitute & costly type of propaganda, given the
internal needs of the country. They may, however, by merely
challenging Soviet aid efforts, exert an influence on the
volume of deliveries by the other Communist countries in some
African countries where the competition for influence is
particularly acute.

(b) The r6le of Communist trade from the point of view
o0f the developliing countries

20€. From the point of view of the devel % ng coun tries,
Communist trade, apart from the economic advantages Tresulting
from the possibility of finding OﬂcaQ1onal markets for its
surplus traditional commodltles that could find no other
buyers, has also offered opportunities to nations to assert
independence vig-3-vis their traditional Western trading
partners, It can, however, be assumed that, on the whole, the
less~developed countries would prefer to buy products in the
industrialised Western counitries if they could pay for them

(l) Sino—Soviet trade, accordin to Soviet trade statictics,
fell from 1,849 million roubles (Soviet exports: 859 mllllon,
Soviet 1mports. 990 million) in 1959 to 96 million roubies
in 1967 and 86 million roubles in 1968 (Soviet exports:
5% million; Soviet imports: 33 million)
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with their exports. Melcoysia and Rhodesia are examples of

this attitude., Communist purchases of crude natural rubber,

in the one case, and copper, in the other, were paid for in
herd currencies and did not lead %o corresponding Malaysia

and Phodesien imports of Communist products. It is also

well known that various less~developed nations have occasionally
tried, olbeit without success, to obtain convertible currencies
in payment of their exports to Communist countries.

207. The volume of exports from developing countries
destined to Communist countries has generally been too small
%o exert a serious influence on the world market prices of
these products. Indeed, the relative improvement in the terms
0f trade in favour of the developing countries noted during
recent yecrs resulted moinly from the growing demand for
besic materials in the industrialised Western countries.
ixports o Communist countries hardly contributed to this
development, Communist buyers tend to play a passive r8le in
the setting of the price level of such goods since they can
only rely on the prevailing world market prices as indicators
of the relative value of the exchanged products(l).

(c) Chaoracteristics of Communist trade

208. State-controlled trade. The set-up of state-
controlled trade, whose goccialised organs are dealing on the
account of the global ncececds of a couvniry, acting as a single
purchasing unit, favours the conclusion of grouped large scale
decls such as the purchase of the total surpluses of a crop
or raw material(2) in & given country. Sales by developing
countries to Western ones are generally made through a large
number of competing buyers whose individual purchases are
limited and thus less impressive than the Communist deals.

The organizational structure of Communist foreign trade and

the hieracrchy of state officials working in this field allow
the governments to use trade as a tool for their overall
foreign policy whenever they so wish, Communist countries, and

_the USSR in particular, have indeed stepped .in on several

occosions to make significant deals with developing countries
which met with difficulties in marketing their primary
products..

(1) See varagraphs 216 2nd following

(2) More than 60% of total annual Egyptian cotton exports were
currently absorbed by the USSR and East European countries
during the first helf of the 60s., Similarly, roughly 25%
of Burmese rice exports went to the USSR and 20% Vo other
Communist countries. During several years, 20% of the
annual cocoa crop of Ghana was purchased by the USSR. Over
half of Yemeni coffee exports are currently sold to the
Soviet Union, The recent purchase of 5 million hectolitres
of Algerian wine - about three~quarters of Algeria's
current annual output ~ are of the same vein
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209. Bilateral barter deals. Communist countries have
shown a2 meTked preference for bilateral barter deals in their
trade relations with developing countries, Their convertible
currency and gold reserves are not very large(l) and are used
almost exclusively for paying vital capital goocds imported
from the industrialised Vestern countries. Developing
countries on their part suffer from the same chronic shortages
of hard currency. This makes it difficult to settle balances
which arise in the course of this trade, neither side being
willing to allocate scerce convertible currency., The system
of imports being paid for by exports to the other partner
denies the exporting country freedom to choose among suppliers,
Dven within COMECON, Communist currencies are not convertible,
so that Polish zlotys earned by a developing country cannot be
used to purchase, say, Czechoslovak products., This problem
has preoccupied the COMECOI countries for a long time and was
brought once more into the limelight in the early months of
1970. So far, however, no satisfactory answer could
apparently be given to this question, largely as a result of
the contradictory interests involved.

210, Govermment trade and payment agreements., Within the
frameworlk of tThelr rive-~year plans, the planners forecast the
imports required to meel the fixed targets and allocate
resources to meet their export commitments, The system
requires for long periods in advance detailed specification of
sources of supply, volume and value of products to be imported,
hence the Communist preference for long-term trade and payment
agreements. This practice meets, to some extent, the
requirements of the developing countries which have generally
their own economic development planning and sometimes
governmental bodies for foreign trade, Such trade agreements
used o be made for one year and were normally renewable, but
the Communist countries have sought to extend the duration to
two, three or five years, Since 1954, more than 200 agreements
have been concluded with developing countries, and the bulk of
Communist trade is carried out within this framework. They
ofcen are completed with paywent agreements and other
collateral pacts providing for swing credits and additional
ciearing agrecments.

211. In most cases, such agreements are merely
declarations of intent; they provide a framework for trade but
do not amount to formal commitments., Experiences show that
the quovas proposed are seldom achieved. Subsequent
negotviations as regards The actual goods and the precise
guantities to be delivercd are necessary. HNevertheleszs, these
trade agreements are exploited for propaganda purposes, both
when the initial pact and the yearly protocols are signed, and
they also justify the posting of trade commissions in various
developing arecas, DIast Germany and Communist China, in their
quest for official recognition, have often used trade
cgreements as much for their political as for their commercial
value,

(L) In the case of the Soviet Union, estimates range from
$1.5 billion to $2 billion
NATO UNCLASSIFIED
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(d) The *Quality! Problem

212, During recent years, the technological lead of the
Western industrialised countries over the Fast European
countries in general and the USSR in particular has been
increasing. This technological gap, which is noticeable in
21l sectors of civilian production, is particularly marked as
regards manufactured goods. The Communist economic system is
mainly oriented towards cuantitative production and inferior
quality has often been quoted as an obstacle to trade
expansion between Fast and West. Some West BEuropean countries,
in oxder to fulfil their quotas, have occasionally imported
manufacitured goods from Coummunist countries which were not
suited to the internal market. These goods were re-exported to

- developing nations, where they compete with direct imports

from the Communist couniries concerned.

213, soviet equipment and industrial machinery, which
constitulbtes the bulk of goods delivered to developing
countries by the USSR, generally enjoys a reputation for
ruggedness., Less sophisticated than comparable Western
products, capltal goods Ifrom Communist countries require less
delicate handling and meintenance., Soviet equipment can stand
a certaln amount of rough usage by personnel lacking the
required skill for precise technical operating of the
machinery and whose overall traiming is still rudimentary.

To some cxtent, the Communist countries have been able to

derive some benefit from their relative technological backwardness

in their relations with countries where cheap labour has no
industrial tradition,. .Soviet advantage over the West in this

- respect was demonstrated in the case of the Indian steelmills,

where The much more simple Soviet plant was put into operation
with less trouble than the technically highly advanced steel-
mill sev up with West German ossistance. It may be recalled

in this connection that attempis have been made in Western
indusitriclised countries To organize sales to developing
countries of industrial eguipment which had become obsolete

in the advanced countries.but which could still be considered
economically valid in countries where the labour costs were

low. These attempts have apparently met with little successs;
transport costs have been high and the developing countries

have tended, for prestige rcasons, to consider second-hand
equipment as unworthy. Soviet equipment might be of no better
quality, but at least it is new and the best that the Soviets
cen offer, On the other hand, Soviet equipment has cccasionally
proved uansuitable under the climatic conditions prevailing in
the imporiting countries, repairs have taken longer, as vhe
delivery of spare parts firom the Soviet Union has not been
particularly fast. The lack of after sales services ceonstitutes
enovher mejor handicap to Communist sales promotion.
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214. Gemnerally specking, there are no complaints as to
the quality of the supplies of raw material from Communist
countriecs. There is one important exception to this gemeral
appreciation: Soviet crude o0il, which contains a high
percentage of sulphur, can create troubles unless treated in
refineries specially adapted to this type of raw material,
The high degree of waste and impurities in bulky agriculturcl
products and mineral rew materials delivered by Communist
countries has occasionally been ncted.

215, The developing countries are well aware of the
considerable advantages offered by Western products as far as
quality is concerned. From time to time, complaints were
reported about deliveries of Communist exports (faulty

- packing of cement delivered during the monsoon, irregular - -

shipments of coking and gos coal, high maintenance costs of
civilian aircraft, timber deliveries not in accordance with
specifications). On the whole, however, the performance of
Communist countries as trading partners has not been
considered unsatisfactory by the developing nations,

(e) The 'Price! Problem

216. Prices in Communist countries, resulting from
arbitrery decisions taken ot government level, do not
necessarily reflect real vproduction costs or factors such as
relative scarcity of supply or intensity of demand. Hence
the Communist negotiators cannot use their own prices to
calculave the relative advantages of the exchange of goods
enviscged. It is a well-known paradox that, even in trade
among COMECON partners, the prevailing prices on the
tcanitalist! world market are used as a starting point for
negotictions, Similarly, in buying from developing countries,
the Communist negotiators generally use fictitious prices
which are supposed to correspond to the 1960-1964 world
average of market prices of the commodities in question.
They cloaim that these tstable! prices, freed from the
gpeculative fluctuations which are a feature of the free
merket, provide the developing countries with steady and
reliabie earnings.

217. This alleged stcbility is advantageous to the
developing countries only where fluctuations cause their terms
of trade to deteriorate, os was indeed the case up to 1964.
The average price of primary producers'! exports, after rising
somevhat between 1964 and 1966, dropped by 1% in 1967, but
recovered in 1968, improving the terms of trade of developing
countries(i). This oversll tendency obviously conceals
divergent trends in the prices of particular commodities.

(1) Sec paragraph 145
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Bubber prices, after a shorp drop in 1967, recovered in 19€8,
Cotbon prices, on the contrary, rose rapidly during the
1967/68 cempaign, but dropned by 18% in 1968, Metal prices,
vhich rose 20% in 1966, dropped by 7% in 1967, and, apart
from & short-lived increase in copper prices at the end of
the year, continued to drift downward in 1968, Prices of
foodstuffs rose during 1967, but declined again in 1968, It
is difficult to forecast these fluctuations, but, admittedly,
the long~term prospects are rather discouraging for the
developing countries,

21, Communist propaganda often argues that Western
industrialised countries are exploiting the economically
wecker 'liberated countries!(l) by raising the prices of their
own manufoctured products while paying less for the primary
commodities bought in developing countries. If this were
indeed the cade, by adopting these prices in their own
comnercial dealings, the Communist countries would simply be
perpetunting, to their cdvantage, the exploitation they
condemn, Furthermore, by promoting price inflexibility, they
hinder the basic r8le of the market price mechanism in which
price fluctuations serves as an indicator of the profitability
of production. In developing countries, fixed prices can
easily create the illusion that there is mno urgency in
diversifying production =nd modernising the economy. Although
the Communist countries axrgue that the developing nations need
to overcome excessive specialisation on certain basic products
inheritved from their colonial past, they do not hesitate to
uge this legacy in order to obtain raw materials at world
market prices while keeping their internal markets imnsulated
from prices utilised in their foreign trade.

219. Practically &ll trade agreements signed by
Communist countries stipulate that the prices for goods to be
exchanged are to be fixed on the basis of world market prices,
and the five-year agreements generally provide for annual
negotiations to determine the price levels to be applied.
Thus, in practice, the so-~called fstability' of prices  is more
apparent than real, and is reviewed each year., Tne fact that,
by and large, the quality of Communist products dces not
correspond to that of comparable Western goods complicates
the problem of valuing them at world prices. This is not the
case of the primary export commodities of developing
countries which are also on sale in other parts of the world.
The developing country, acting as huyer, is faced with the
task of evaluating the price of sophisticated Communist
equipment for which comparison with similar goods from other
sources is not always easy. :

FTE SN

Communist terminology prefers to use this term rather than
fdeveloping countriest!, although the latter wording has
recently been gaining some respectability in Communist
publications

@
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220. In their competition with the industrialised Western
nationg, the Communist countries, when entering certain nsw
markets, have occasionally taken advantage of their arbitrary
price fixing system to sell at prices below those of Western
oountries, The problems met by the West in competing with the
Fast on the markets of devcloping countries have been
analysed in the OECD. Vith the exception of a few cases (i.a,.
electric light bulbs and lighting appliances in Ghana and
Sendi Arabia) this form of competition does not seem, however,
t0 have hampered seriously Western exports.

221. In trade with Communist countries, prices as such
play only a r6le to the extent that imports are not balanced
by equivalent exports., Trade agreements provide generally for
the settling of clearing accounts in either roubles or the '
nationel. currencies of the trading partners, the actual
exchange rates of which are not always easy to determine. 1In
addition, they occasionally mention the aiternative solution
of settling in a mutually agreeable currency, which may make
it possible for the Communist country that builds up a credit

in its trade balance to ask for payment in US dollars, £ sterling,

or Swiss francs. However, bthis latter solution has seldom been
applied, although the inclusion of such a clause in trade
agrecments provides the Communist country with a potential
means of pressure on developing nations buying Communist
productg,,

222. In the Communis?® concept, prices are mainly accounting
units allowing to add up different kinds of goods. As most of
the trade between Communist and developing countries is
barteri balances are small and prices, therefore, have only
limited importance, The Communist countries, when acting as
buyers, could offer fictitiously higher prices and compensate
their appearent logss by selling their products at similarly
inflated prices(l). Developing countries that export large
guantities of their goods are in a weak bargaining positicn
when negotiating the prices of the Communist commodities to be
delivered for setiling theiir credit in the annual clearing . . . .
accounivs, It must, however, be noted that the system works
both woys, The Russians have had to use some complicated
artificial expedients to maintain their trade with India in
some kind of balance. Tarly in 1968 they agreed to buy over
the next seven years about 40,000 railway wagons built in
Indiec, whose suitability to Soviet conditions and climate is
doubtful.

(1) It has been argued by Western specialists that this
procedure helps to inflate artificially the size of intra-
Communist trade in relation to trade with the
non-Communist world
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By  ASSDSSMENT AND LONGER TERM PROJECTIQNS OF COMMUNIST TRADE
WITH DEVELOPING COULTRLIES '

(2) AssSessment

223, The Communist trade drive was launched at a time
(1954~1958) when the Communist countries comstituted a
nmonolithic bloc under the uvndisputed leadership of the Soviet
Union, IZconomic progress in the USSR over the past decade
had been impressive. Deterred from using military aggression
Yo reach their goal by the NATO determination to defend the
territorial integrity of its members, the Soviet official
spokesmen resorted to 'peaccful coexistence'! as an indirect
means of achieving world leadership., Within this context,
trade and 2id were to be used as non-military weapons to. -
penetrate; influence and, ultimately, win over the developing
countries outside the NATO protected area, The growing
importance of the Third Woxrld in this strategy was further
enhanced by the Communist conviction that the decolonisation
process, once initiated, would be irreversible and would
precipi%ate the industrialised Western world into the major
economic crisis long predicted by Communists, Fast development
of Communist trade with developing nations, sustained by aid
offers, was expected to hasten this process by depriving
Vestern countries of their btraditional sources of supply of
essential raw materials and primary commodities, and of an
importent part of their markets. Economic progress in the
Communist countries would be used as the demonstration of the
efficiency of the Commuunist economic system presented as the
sole model, to be copied by developing nations, of a short cut
to prosperitye.

224 ., To the newly independent nations, Communist trade
was presented as a means of raplidly achieving economic
independence from the ex—colonial powers. The capacity of most
of the developing countries to earn the hard currency needed
for their industrialisaition largely depended on their export
of a few primary and agriculturasl products for which outlets
were limited by the lack of elasticity of dewand in the
industrial countries. Calling attention to the steady
deterioration of the terms of trade of the developing countries
in their dealings with the industrialised Western world, the
Communist countries seemcd able to offer:

- new, vast and cxpanding, stable and remunerative
outlets for their surplus primary products;

- alternative sources of supply of industrial
equipment and complete plants to be delivered on
long-term credit, with low interest rates, repayable
in local currencies(l).

e .

(1) See GATT report on International Trade 1957/1958
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225  After more than o decade of widely publicised
econonic activities of the Communist countries in the
developing areas, the glamour of novelty has worn off.
Developing nations have rapidly realised that if Communist
offers could occasionally strengthen their bargaining
position in order to obtain some concessions from the West,
this situction has its drawbacks as the rble of Communist
trade remains marginal in comparison to the much larger offer
and demand of the industrialised West., Developing countries
that diverted for a period of time rather large shares of
their traditional exports to Communist countries met with
difficulties when they attempted to re-enter the markets of
their former free world clients.

226, -In the early years of the Communist economic
toffensive!, trade between developing and Communist countries
expanded more rapldly thon total trade of the developing
countries, Since the 1960g, however, the effect of acceleration
of economic growth in the Vest, coupled with the deceleration
in Communist countries, was that Communist trade with
developing countries did not develop much more rapidly than
similar Western trade. Given the size of the countries
belonging to the Communist camp, wiich accounts for nearly
one~third of world population, the share of the developlng
countrices?! trade absorbed by the Communist world, 15 years
after they started their trode offensive, must seem disappointing
to the developing nations compared with the expectations
aroused by the Communist cnnouncements, In fact, both the
Soviet Union and Communist China remain basically inward-
looking. They have their own less-developed areas which they
geck vo develop and indugtrialise and whose output occasionally
competes with that of doveloping countries (raw materials,
metal ores, sugar, tea, cotlton, rice, etc.). As the share of
the Communist countries in total trade of developing areas in
1968 was still extremely fmodest(l), there obviously remains
large scope for expansion, but recent experience has shown that
the speed of this growth docs not necessarily exceed that of
Western trade.

227. Some developing ¢ountries (such as Algeria,
Afghanistan, Brazil, India, Morocco) may have gained the
impression over the last few years that most COMECON countries
offer fairly stable and even expanding outlets for their
export products. This doegs not, however, apply to Communist
China, as the cultural revolution gathered momentum, foreign
trade suffered, including imports from developing countries.
The alleged 'stability' of Communist markets proved
disappointing to a large number of developing countries. For
instances

- Nigerian exports to Communist countries as a whole
in 1966 dropped by 57% compared to 1965;

(1) See Graphs IX and X
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- exports from Uganda declined by 72% between 1965 and
1967, and those from Burma by 66% between 1964 and
1967;

- the value of Sinhalese exports to Communist countries
was reduced by 256% in 1967 compared to 1966;

- Argentina's exports fell by T70% between 1966 and
1967;

- Mexican exports in 1966 were 69% below their 1965
levels

—~  Uruguay exports. in 1965 dropped by 53% as compared - - - -

to the preceding year(l).

228. In Western practice, export-import trade is conducted
through a wide variety of individual firms. The overall
economic performance is obviously the main determining factor
0f offer and demand, but the multiplicity of buyers and sellers,
acting independently, tends to mitigate somewhat short-term
fluctuations. Communist foreign trade, on the contrary, being
centrally determined by govermment decisions, influenced by
political considerations, consists of massive transactions,
and thus results occasgsionally in wild fluctuations. Clear-cut
and firm long-term commitments to purchase certain goods are
seldom included in Communist trade agreements.

229, Finally, Communist trade negotiators have proved
just as eager to, and as capable of, defending their
comnercial interests as thelr Western colleagues, and exports
to Communist countries appeared to be no more remunerative
than those to the industrial West. The benefits of bilateral
barter deals were often difficult to evaluate, but their
linmitations were directly £elt by the developing nations,
iven if Communist countiries occasionally offered temporary
relief to countries caught with otherwise unsaleable surpluses,
cases have been reported where Communist countries have
purchased more than they were ready to absorb internally and
resold part of their imports from developing countries on free
world markets (Cuban sugar, Egyptian cotton, Ghanaian cocosz,
South American coffee).

230. By the end of the 1960s, trade with Communist
countries, still relatively small in size and quite out of
proporiion with the expectations raised, showing little sign
of rapid iwmprovement, occasionally subject to ups and downs
from year to year, based mainly on strict biiateral barter
deels, appeared to the developing nations to be not much more
attraciive than traditional trade relations with the rest of
the world, The schism between China and the Soviet Unicn,

(1) Tor absolute figures, see Table X. at Annex
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growing assertion of the national interests of countries
belonging to COMECON, the invasion of Czechoslovakia, the
slowing down of economic growth in Communist countries, have
all blurred the image of a Communist economic system
presented as a unique modecl for economic development,
Discussions about econowmic reforms in the Communist world
musts have been viewed by developing nations as an indication
that, since improvements are required, the system is not at
present working as it should. In fact, developing countries
are at present faced with 2 wide variety of Communist ‘'models!
for development to be copied: Cuban, Chinese, Russian,
Hungarian, and have come {0 realise that, to solve their own
economic problems, they cannot rely on a single, universally
vaelid blueprint. Indeed, the Chinese and the Soviets are
engaged in bitter competition to win the favour of the
developing countries, end the latter have thus an interest in
this antagonism.

(b) ZLonger Term Projections

231. There is nothing ‘o prevent a centrally directed
cconony of the Soviet type from planning increased trade with
developing countries. However, the central planners must
view foreign trade with non~planned economies as a
complicating factor: they can project their import needs, but
mey find 1t difficult To devermine in advance the volume of
exports necessary to pay for these imports. The Soviet Union
has occasionally taken advantage of international forums to
cnnounce its intentlons as regards future imports., For
instonce, at the UNCTAD meeting, the USSR mentioned that it
might, during the decade 1970-1980, increase over four times
its present imports of citrus fruit, treble those of cocoz
beans, coconut o0il, palm oil and other fats, double its
purchoses of coffee. The Soviet Union indicated that it would
2leo incrcase its imports of: cotton fibre, wool, ftea,
banenas, pineapples, spices, some mining products and raw
materials for the chemicol industry. It stressed its

DECLASSI FI ED/ DECLASSI FI EE -

intention to inerease purchases of manufactured goods and semi=-
finished products in repcyment of drawn credits. Czechoslovakia,
Hungary and Poland gave similar indications., No doubt, if the
Communist countries so wished, they could increase considerably
their imports from developing countries and further expand

their exports of capital goods to these countries. The
thecretical potential of markets grouping 1.1 billion
individuals is a fascinating prospect for exporters from both
industrialised and developing non-Communist countries.

232. It can, however, be easily calculated that, even if
during the decade 1970-1980 the developing countries trebled
their exports to Communist countries while those of the rest
of the world continued to grow at the average rate of the last
15 years (about 5%% per year), by 1980 the share of exports to
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Communist countries would siill represent only about 9% of
total exports as against Tl% for the industrialised West and
20% for the other developing non-Communist countries.
YMoreover, the validity of Communist forecasts providing for

a2 trebling of their trade with the Third World remains highly
questionable.

233. Chinese trade developments are hardly predictable.
The cusarchic tendencies of the system will probably continue
v0 keep the expansion of commercial relations within limits,
As an underdeveloped country, China can be expected to give
priority to imports of techmological value, but the
resteoration of intermal svtability should help to improve

trode relations with non~Cormunist developing countries.

Chinese cconomic aid offers will be limited to countries
alrecdy politically oriented towards Communist concepts and
will be the result rather than the cause of political change.

234. It seems at present unlikely that the Soviet Union
would favour a more rapid cxpansion of trade between
Communist and developing countries than between COMECON
members, as this might lessen the control which the USSR still
retains over the East European COMECON partners, The future
fate of trade with developing countries depends largely on
the evolution of the Sino~Soviet relations and on the
internal economic developments within the Soviet Union.

235. If the next Soviet five-year plan (1971~1975) were
to be essentially orientced towards more rapid economic growth
80 a8 to redress the presiige of the Soviet Union, with the
defence cffort maintained ot the present level, this would
imply on effort to reduce the technological gap that has been
widening in recent years between the Soviet Union and the
Wests, High priority would once more be attached to expansion
of trcode within COMECON ond growth oriented imports from the
West, leaving only a narrow margin for imports of consumer
goods which contribute relatively little to the expansion in
o Communist economy. In addition, such imports would have to
be -paid for by increases of capital goods, which would,
therefore, not be available for development purposes within
the country, If, on the coantrary, the main attention were to
be given to the improvemcent of the standard of living of the
consumer, increased imporits from developing countries could
help to accelerate significontly this trend. It ig difficult
ot the present juncture to foresee which course the Soviet

eadexrs will choose for the coming years, as there are many
ways in which the various claims on resources could be
bolaonced,
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23€. In any case, it seems reasonable to assume that trade
between the Communist countries as a whole and the developing
Third VWorld will probably coantinue to expand at a rate of
about 9%-10% per annum, with Communist imports increasing more
ropidly thaon exports during the next five years in order to
redress the trade balance, By 1980, the Communist countries
might be absorbing between 7% and 8% of total exports from the
devecloping countries, However, by concentrating their main
trode effort on a few selected areas (Mediterranean, Africa:s
M gerio might be an exomple); the Communist countries could
hope to gain further influence a2t the expense of the Vest,
although the target couniries will obviously not become Soviet
Sctellites for merely commercial reasons, Past experience
(Yugoslavia, China) must have made it clear to the Soviet
lecders that the use of cconomic pressure and the threat to
curb trode are generally counterproductive.
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TABLE 11 . TABLEAU 11

ESTIMATED ANNUAL DRAWINGS BY DEVELOPING COUNTRIES
ON_ECONOMIC AID EXTENDED BY COMMUNIST COUNTRIES
DURING_THE PERIOD 19671968
(ANNUAL AVERAGE)
ESTIMATION DES TIRAGES ANNUELS EFFECTUES PAR LES PAYS EN VOIE DE DEVELOPPEMENT
SUR L'AIDE_ECONOMIQUE OCTROYEE PAR DES PAYS COMMUNISTES
AU_COURS DE LA PERIODE 1967-1968
(MOYENNE ANNUELLE)

(Million US $ - en millions de § US)

<133 -

DRAN . TIRAGES EFFECTUES SUR DES CREDITS OLTROVES PAR
USSR BAST. BUROPE | comm, CHINA ToTAL
BY - PAR URSS EURQPE DE | CHINE CoMM.
L'EST
AFRICA - AFRIQUE
1.| Algeria - Algérie 7.2 0.5 4.7 12.4
2.| Cameroon - Cameroun 0.1 - 0.1
3.| Central African Rep. - Rep. Centrafricaine - 0.2
4.] Congo (Brazzaville) . - . 2.5
5.| Ethiopia - Ethiopie . - 1.0
6.| Ghona . - 2.0
7.| Guinea - Guinée 3.0 1. 6.2 11.0
8.| Kenyo 0.5 - - 0.5
9. Mali 2.2 0.2 4.5 6.9
10.| Mauretenia - Mauritanie - - 0.1 0.1
11.| Morocco - Maroc 0.5 - - 0.5
12.| Nigeria - . _ _
13.] Senegal - - - -
14.| Sierra Leone 0.4 - - 0.4
15.} Somalia - Somalie 5.2 0.3 0.8 6.3
16.} Sudan - Soudan 3.0 - - 3.0
17.| Tanzanio - Tanzanie 0.2 0.5 9.8 10.5
18.| Tunisic - Tunisie 3.5 0.9 - 4.4
19.| Ugando - Ougonda 0.5 - 1.0 1.5
20.| Zombia - Zambie - - 0.1 0.1
Total AFRICA - Total AFRIQUE 28.3 6.2 28.9 63.4
(as % of total - en % du total) (10) (6) (44) (14)
ASIA - ASIE
21.} Afghanistan 40.5 0.6 2.5 43.6
22.| Burma - Birmanie 0.4 1.2 0.3 1.9
23.| Cambedia - Cambodge 1.3 0.2 4.7 6.2
24.| Ceylon - Ceylan 2.2 1.1 4.5 7.8
25.| India - Inde 42,2 19.4 - 61.6
26.] Indonesia - Indonésie 2.9 10.0 - 12,9
27.| Laos - - - -
28.{ Nepal 0.8 - 11.3 12.1
29.1 Pakistan 12.3 1.1 9.3 22.7
Total ASIA - Total ASIE 102.6 33.6 32,6 168.8
{as % of total - en % du total) (38) (31) (50) 61)]
MIDDLE EAST - MOYEN-ORIENT
30.| Iran 25.5 9.2 - 34.7
31| lraq 6.8 0.5 - 7.3
32.| South Yemen - Sud Yémen - - - -
33.| Syria - Syrie 15.0 18.3 - 33.3
34.| United Arab Rep. - Rép. Arabe Unie 85.5 4.7 - 120.2
35| Yemen - Yémen 8.1 2.8 3.7 14.6
Total MIDDLE EAST - Tota! MOYEN-ORIENT 140.9 65.5 3.7 210,1
(as % of total - en % du fotal) (52) (61) (6) (48)
LATIN AMERICA - AMERIQUE LATINE
36.| Argentina - Argentine 0.7 -7 -
37.| Brazil - Brésil - 1.6 - .
38.| Chile - Chili - - - -
39.| Colombia - Colombie - - - -~
.40, Ecuador - Equateur - - - -
41.] Peru - Pérou - - - -
42,] Uruguay - - - -
Total LATIN AMERICA - Total AMERIQUE LATINE 0.7 2.3 - 3.0
(as % of total - en % du total) (') (2) (1)
GRAND TOTAL - TOTAL GENERAL 272.5 107.6 65.2 445.3
percentage - pourcentage (100) (100) (100) (100)
(as % of total - en % du fotal) (61) (24) (15) (100)
NATO SECRET
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TABLEAU

"

C-M(70) 42

ON ECONOMIC AID COMMITMENTS UNDERTAKEN BY COMMUNIST COUNTRIES

1954-1969

EVALUATION DES TIRAGES EFFECTUES PAR LES PAYS EN VOIE DE DEVELOPPEMENT

SUR LES ENGAGEMENTS PRIS AU TITRE DE L'AIDE ECONOMIQUE

PAR DES PAYS COMMUNISTES

1954-1969
CUMULATIVE
YEAR USSR EEﬁsiQTC)EPREN Com ﬁ&'ST TOTAL OUESRTEAD":%NG
ANNEE URSS EUROPE CHINE CREDITS CUMULATIFS
DE L'EST COMMUNISTE NON UTILISES
1954 - - 1 10
1955 1 - 3 161
1956 7 6 19 32 460
1957 30 15 7 52 702
1958 97 22 6 125 1,051
1959 112 14 26 152 1,834
1960 109 29 11 149 2,480
1961 187 44 10 241 3,348
1962 258 87 14 359 3,276
1963 354 57 23 434 3,216
1964 371 113 66 550 4,332
1965 357 89 80 526 4,970
1966 327 83 90 500 5,686
1967 292 97 76 465 59561
1968 252 119 55 426 5,871
1969(1) 262 103 45 410 6,022
TOTAL 3,018 879 528 4,425
as % of total
en % du total (68) (20) (12)

(1) Preliminary - Préliminaire
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- TABLEAU IV

ECONOMIC AID EXTENDED BY COMMUNIST COUNTRIES

AND DRAWINGS BY DEVELOPING COUNTRIES

TOTAL :

1954 - MID 1969

AIDE ECONOMIQUE DES PAYS COMMUNISTES . ENGAGEMENTS

C.M(70)42

ET TIRAGES EFFECTUES PAR LES PAYS EN VOIE DE DEVELOPPEMENT

TOTAL : 1954 . i 1969
(Million US $ - en millions de $ US)
DONOR POPULATION EXTENDED BY : OCTROYEE PAR TOTAL
DONATEUR :::*, :‘Z?eﬂs (Er:ﬁ::l:d)
RECIPIENT mi-1968 USSR E’;ZL:#;%ZE COMM. CHINA|  107aL TOTAL
BENEFICIAIRE F;?.'ﬁié':’)" URSS LigsT  |CHINE COMM. (EliZl’«chz’tSiEn)
AFRICA - AFRIQUE
1. Algeria - Algérie 12.9 233.1 72.2 52.0 357.3 67.0
2. Cameroon - Comeroun 5.6 7.8 - - 7.8 0.2
3. Central African Rep. - Rep. Centrafricaine 1.5 - - 4.0 4.0 2.8
4. Congo (Brazzaville} 0.9 11.9 - 30.2 42.1 15.0
5. Ethiopia - Ethiopie 24.2 101.8 17.0 - 118.8 21.8
6. Ghona 8.4 93,0 104.1 42.0 239.1 €0.0
7.  Guinea - Guinée 3.8 106.4 31.7 58.7 196.8 135.0
8. Kenya 10.2 48.7 - 18.1 66.8 6.8
9. Mali 4.8 70.0 22.6 62,2 154.8 89.0
10.  Mauretania - Mauritanie 1.1 3.3 - 4.7 8.0 0.5
11, Morocco - Maroc 14.6 43.6 35.2 - 78.8 6.5
12.  Nigerio 62.7 - 14.0 - 14.0 -
13, Senegal 3.7 10.0 - - 10.0 -
14, Sierra Leone 2.5 28.0 - - 28.0 1.7
5. Somalia - Somalie 2.7 63.2 3.4 23,2 89.8 45.0
16.  Sudan - Soudan 14.8 23.0 46.8 - 69.8 17.5
7. Tanzania - Tanzanie 12.5 20.0 6.7 54.4 8l.1 39.0
18, Tunisia - Tunisie 4.7 34.1 73.1 - 107.2 25,0
19.  Uganda - Ouganda 8.1 15.6 - 15.0 30.6 5.5
20.  Zambia - Zambie 4.1 5.6 - 16.8 22.4 2.0
Total AFRICA - Total AFRIQUE 919.1 426.8 381.3 1,727.2 540.3
ASIA - ASIE
21, Afghanistan 16.1 €97.4 11.0 28.0 736.4 553.0
22.  Burma - Birmanie 26.4 13.7 26.5 84.0 124.2 40.6
23.  Cambodia - Cambodge 6.6 24.9 S.4 92.3 122.6 78.0
24. Ceylon - Ceylan 12,0 30.6 52.1 41.0 123.7 67.0
25.  india - Inde 523.9 1,602.8 354.7 - 1,957.5 964.1
26. Indonesia - Indonésie 113,6 372.2 291.0 123.4 786.6 301.2
27. ‘Laos 2.8 T.6 - 6.5 14.1 6.5
28.  Nepal 10.7 20.8 - 65.0 85.8 58.0
29. Pokistan 121.8 203.,1 56.0 109.0 368.1 122.4
Total ASIA - Total ASIE 2,973.1 796.7 549.2 | 4,319.0 | 2,190.8
MIDDLE EAST - MOYEN-ORIENT
30. Iron 27.0 525.9 432.1 - 958.0 120.0
3. lraq 8.6 309.0 118.0 - 427.0 152.8
32.  South Yemen - Sud Yémen 1.2 13.3 - 12.0 25.3 -
33, Syria - Syrie 5.7 233.8 165.0 16.3 415.1 180.6
34.  United Arab Rep. - Rep. Arabe Unie 31.7 1,011.1 565.5 105.7 1,682.3 883.1
35. Yemen - Yémen 5.0 93.0 14.0 42,1 149.1 107.5
Total MIDDLE EAST - Total MOYEN-ORIENT 2,186.1 | 1,294.6 176.1 3,656.8 || 1,444.0
LATIN AMERICA - AMERIQUE LATINE
36.  Argentina - Argentine 23.6 44.0 23.7 = 67.7 41.0
37.  Brazil - Brésil 88,2 103.0 186.4 - 289.4 31.5
38. Chile - Chilj 9.4 54.8 5.0 - 59.8 0.5
39. Colombia - Colombie 19.8 2.5 - - 2.5 -
40, Ecuador - Equateur 5.7 - 10.0 - 10.0 0.1
4. Peru - Péroy 12.8 - 6.0 - 6.0 -
42.  Uruguay 2.8 20.0 10.0 - 30.0 -
Total LATIN AMERICA - Total AMERIQUE LATINE 224.3 241.1 - 465.4 73.1
GRAND TOTAL - TOTAL GENERAL 6,302.6 2,759.2 | 1,106.6 | 10,168.4 (| 4,248.2
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NON MILITARY TECHNICAL ASSISTANCE PERSONNEL
FROM COMMUNIST COUNTRIES IN THE DEVELOPING AREAS
(at work during the first half of 1969)
PERSONNEL NON MILITAIRE ENVOYE AU TITRE DE L'ASSISTANCE TECHNIQUE
PAR LES PAYS COMMUNISTES DANS DES REGIONS EN VOIE DE DEVELOPPEMENT
(en poste pendant le premier semestre 1969)

(Number of persans) (9
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| COUNTRY OF ORIGIN - PAYS D'ORIGINE
To-4 USSR EAST AEAROPE | comM. CHINA TOTAL
URSS L'EST CHINE COMM.
AFRICA - AFRIQUE
1.| Algeria - Algérie 2,000 720 100 2,820
2.| Burundi 10 - - 10
3.] Cameroon - Comeroun 5 - - 5
4.| Central African Rep. - Rép. Centrafricaine 10 - - 10
5.| Chad - Tchad 20 - - 20
6. Congo (Brazzaville) 150 15 140 305
7.1 Congo (Kinshosa) - 20 - 20
8.] Ethiopia - Ethiopie 90 105 - 195
9.t Ghane - 80 - 80
10.| Guinea - Guinée 350 270 400 1,020
1. Kenya 30 - - 30
12.| Libya - Libye - 1,970 - 1,970
13.] Mol 400 100 880(b) 1,380
14.1 Mouretanic - Mouritanie 15 - 120 135
15.f Morocco - Maroc 70 180 - 250
16.| Nigeria 15 105 - 120
17.| Sierra Leone 15 - - 15
18.| Seomalia - Somalie 100 10 60 170
19.| Sudan - Soudan 55 220 - 275
20.| Tanzanio - Tanzanie 100 110 690(c) 900
21} Tunisio - Tunisie 210 1,430 - 1,640
22.] Uganda - Ougonda 15 - - 15
23.] Zambia - Zambie 10 - 300 310
Totol AFRICA - Total AFRIQUE 3,670 54335 2,690 11,695
ASIA . ASIE
24.| Afghanistan 900 80 130 1,110
25.] Burma - Birmanie 30 - - 30
26.| Combodia - Cambodge 110 5 100 215
27.] Ceylon - Ceylan 85 50 15 150
28: India - Inde 1,100 330 - 1,430
29.| Indonesia - Indonésie 100 30 - 130
30.] Nepal 80 - 560 640
31.[ Pakistan 150 5 1,000(d) 1,155
Total ASIA - Total ASIE 2,555 500 ' 1,805 4,860
MIDDLE EAST - MOYEN-ORIENT
32.} lIran 1,100 285 - 1,385
133.] Iraq 500 540 - 1,040
34.| Kuwait - Koweit - 5 - 5
55. South Yemen - Sud Yémen 5 10 - 15
36.] Syria - Syrie - 545 200 10 755
37.] United Arab Rep. - Rép. Arabe Unie 800 400 - 1,200
38.| Yemen - Yémen 100 60 400 560
Toto! MIDDLE EAST - Total HOYEN-ORIENT 3,050 1,500 410 4,960
LATIN AMERICA - AMERIQUE LATINE
39.| Argentina - Argentine - 10 - 10
40.{ Brozil - Brésil - 25 - 25
41| Chile - Chili 5 - - 5
42| Colombia - Colombie - 10 - 10
43.| Mexico - Mexique 5 bl - 10
Total LATIN AMERICA - Total AMERIQUE LATINE 10 50 - 60
GRAND TOTAL - TOTAL GENERAL 9,285 7,385 4,905 21,585

[C)

Number of persons present for a period of at least one month. Estimates are rounded to the nearest five.
Nombre de personnes présentes pendant ou moins un mois. Evaluation arrondie au plus proche multiple de cing.

(bj
(c) Including 5 North Koreans. Y compris 5 Nord-coréens.
(d

Inciuding 30 North Vietnamese and 50 North Koreans. ¥ compris 30 Nord-vietnamiens et 50 Nord-coréens.

Nearly all at work on the road construction between North-East Kashmir and Sinkiang. This figure may be an underestimation.
Presque tous travaillent & la construction de la route qui doit relier le Cachemire Nord-oriental au Sinkiang.
Ce chiffre est peut-étre inférieur & la réalité.
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TABLE VI

TABLEAU VI

DEVELOPED COUNTRIES

C-M(70) 42

TECHNICIENS COMMUNISTES NON MILITAIRES DANS DES PAYS

ECONOMIQUEMENT MOINS DEVELOPPES

YEAR TOTAL USSR EASTERN EUROPE | COMMUNIST CHINA
ANNEE URSS EUROPE DE L'EST | CHINE COMMUNISTE
1958 2,725 1,740 930 55
1959 4,935 3,150 930 855
1960 6,210 4,205 1,045 960
1961 7,680 59330 1,530 820
1962 9,465 6,975 2,065 425
1963 11,885 8,850 2,565 470
1964 14,475 8,705 3,610 2,160
1965 17,810 9,385 4,060 4,365
1966 22,205 11,730 5,340 5,135
1967 21,170 . 10,790 5,685 4,695
1968 20,920 9,810 74170 39940
1969(1) 21,575 9,285 7,385 4,905

(M

First half - Premier semestre
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TABLE VII - TABLEAU Vi

"GROSS DRAWINGS" AND "NET FLOWS" OF COMMUNIST AID

-138 -

(ESTIMATES)
"TIRAGES BRUTS" ET "MONTANTS NETS® DE L'AIDE COMMUNISTE
(EVALUATIONS)
I. SOVIET-UNION - UNION SOVIETIQUE
Deveron N DEVELOPING
BY DEVELOPING . . |B
YEAR COUNTRIES oﬁsﬁﬁlﬁ'ggﬁ OFPIﬁYI”éi'gTS Ng: :lLDow COUNTRIES

ANNEE TIRAGES DES MONTANTS NETS

- PAYS REMBOURSEMENT|  PAIEMENT | "MONTANT NET"| RECUS PAR LES

EN'VOIE DE DU CAPITAL D'INTERETS DE L'AIDE | paY's EN VOIE DE

DEVELOPPEMENT] DEVELOPPEMENT

1 2 3 4 (5)=(2)-(3) |(6)=(5)-(4)
1955 3 - - 3 3
1956 7 - - 7 7
1957 30 - - 30 30
1958 97 - - 97 97
1959 112 7 3 105 102
1960 109 19 6 90 84
1961 187 22 8 165 157
1962 258 30 10 228 218
1963 354 45 15 309 294
1964 371 64 21 307 286
1965 357 83 27 274 247
1966 327 109 36 218 182
1967 292 125 40 167 127
1968 252 135 45 117 72
1969 272 140 50 132 82
TOTAL: 3,028 719 261 2,249 1,988
Il. EASTERN EUROPE EUROPE DE L'EST
1955 1 - - 1 1
1956 6 - - 6 [
1957 15 - - 15 15
1958 22 - - 22 22
1959 14 (1) (1) 13 12
1960 29 3 1 26 25
1961 44 [ 2 38 36
1962 87 8 3 79 76
‘1963 57 13 4 44 40
1964 113 18 6 95 89
1965 89 24 8 65 57
1966 83 30 10 53 43
1967 97 38 12 59 47
1968 119 45 15 74 99
1969 108 50 16 58 40
TOTAL: 884 236 80 648 568
Il.  COMMUNIST CHINA - CHINE COMMUNISTE
1955 - - - - -
1956 19 - - 19 19
1957 7 - - 7 7
1958 6 - - 6 6
1959 26 - - 26 26
1960 11 - - 11 11
1961 10 - - 10 10
1962 14 1 - 13 13
1963 23 2 - 21 21
1964 66 4 - 62 62
1965 80 [3 - 74 T4
1966 90 8 - 82 82
1967 76 10 - 66 66
1968 55 10 - 45 45
1969 65 10 - 55 55
TOTAL: 548 51 - 497 497
NATO SECRET
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TABLEAU VI

FLOW OF ECONOMIC AID TO DEVELOPING COUNTRIES

"NET" DE L'AIDE ECONOMIQUE AUX PAYS EN VOIE DE DEVELOPPEMENT

COMPARISON BETWEEN COMMUNIST AND NATO COUNTRIES'AID
COMPARAISON ENTRE L'AIDE COMMUNISTE ET CELLE DES PAYS OTAN

1968

C-M(70) 42

GNP current market prices
PNB Prix du marché

NET FLOW OF ECONOMIC AID

MONTANT NET

DE L'AIDE ECONOMIQUE

POPULATION PUBLIC SECTOR AID AS % OF .GNP AID IN $ PER INHABITANT
UN ?1];;2:;% SECTEUR PUBLIC Flow of financial IAIDE EN POURCENTAGE DU PNB AIDE EN $ PAR HABITANT
mi
to communist resources from
(in 1.000) developi TOTAL : TOTAL to
Billion Per capita to (:/e :)ng TOTAL PR‘VA-TE SECTOR Public + Private fo TOTAL to to communist ond
° o US S ) ) countries Devel ¢ Aid {million $) (million $) e ‘st ; ) .
DONOR COUNTRIES POPULATION uss n non-communist (million $) evelopmen’ Montant de non-communis communist and non-communist non-communist
Evsluation ONU milliords de par féte countries & des pays (n'mllron $) 'aide financiére T_OTAL o cou;tnes non-communist (#) (5)
PAYS DONATEURS mi-1968 dollars en dollars (million $) communistes TOTA_L en provenance du PUbI"}Cl '+ Pr(;ve ) ¢ TOTAL aux pays aux pays TOTAL aux pays
(en milliers) d des pays en voie de ,de : a:‘de SECTEUR PRIVE (en millions de § k aux pays communistes et non communistes communistes et
non-communistes développement economique (en millions de $) non communistes | ,on communistes (%) non communistes
(en millions de $) (en millions de ) (en millions de $) % (3)
(4) as % of (2) (8) as % of (2) (4) divided by (1) (8) divided by (1)
(0) (M (2) 3 “ ) (6) ) (8) C(4) % de (2) (8) % de (2) | (4)divisé par (1) | (8) divisé par (1)
A, Communist countries - Pays Communistes T
1. Bulgaria - Bulgarie 8,370 Te4 884 5 - 5 5 0.07 0.07 0.60 0.60
2. Czechoslovakia - Tchecoslovaquie 14,362 22,7 1,581 20 30 50 50 0.09 0.22 1.39 3.48
3. Hungary - Hongrie 10,256 11.6 1,131 9 8 17 17 0.08 0.15 0.88 1.66
4. Poland - Pologne 32,205 3l1.2 969 20 15 35 35 ! 0.06 0.11 . 0.62 1.09
5. Rumania - Roumanie 19,721 16.5 837 5 5 10 10 i 0.03 0.06 0.25 0.51
6. Soviet Zone Germany - Zone d'occupat. Sov. en All. 17,084 27.5 1,610 15 25 40, 40 i 0.05 0.15 0.88 2.34
Eastern Europe Total - Total pour I'Europe de I'Est 101,998 116.9 1,145 T4 83 157 (207) T 0.06 0.18 0.73 2.05
7. Soviet Union - Union Soviétigue 237,798 396.0 1,665 132 315 447 (912) ! 0.03 0.23 0.56 5.84
8. Communist China - Chine Communiste 730,000 85.0 116 45 95 140 . (170) i 0.05 0.20 0.06 0.23
L
Communist World Total - Total pour le monde communiste 1,069,796 597.9 559 252 493 745 (1,289) ! 0.04 0.22 0.23 1.20
"~ Public |  TOTAL | Public TOTAL
Development Private and Development Private and
Aid Public Aid Public
Aide TOTAL Aide TOTAL
économique aide économique économique cide économique
B. NATO countries - Pays OTAN publique privée et publique publique privée et publique
1. Belgium - Belgique 9,619 21.7 2,256 88 88 150 243 0.41 1l.12 9.15 25.26
g, Eenmork-Danemark 4,870 12.4 2,546 29 29 45 74 0.23 0.60 5.95 15.20
. France 49,920 126.6 2 6 8 2 .
4. Federal Repu@\if: of Germony ’ »23 & 855 628 1s483 0-68 e 113 2.1
Re:‘uub';qu; Fédérale d'Allemagne 60,165 132.2 2,197 554 554 1,040 1,635 0.42 1.24 9.21 27.18
S. ltaly - halie 52,750 74.8 1,418 (165) (165) (356) (506) 0.22 0.68 3.13 9.59
6. Netherlands - Pays-Bas 12,743 24.9 1,954 134 134 142 276 0.54 1.11 10.52 21.66
7. Norway - Norvege 3,819 9.0 2,357 26 26 35 58 0.29 0.64 6:81 15:19
g. Z°:u3°;l<-n R » 95465 5.0 528 (42) (42) (32) (14) 0.84 1.48 4.44 7.82
. United Kingdom - Royaume Uni 55,283 102.1 1,847 428 428 417 845 0.42 0.83 7.74 15.28
»NATO Europe Total - Total Europe OTAN 258,634 508.7 1,967 2,321 2,321 2,845 5,194 0.46 1.02 8.97 20.08
10. Canada 20,772 62.3 2,999 175 175 94 - 307 0.28 0.49 8.42 14.7
r ' . . . .78
11. United States - Etats-Unis 201,152 865.7 4,304 3,347 3,347 2,071 5,676 0.39 0.66 16.64 28,22
NATO Donors Total - Total des pays OTAN donateurs 480, 558 1,436.7 2,990 5,843 5,84% 5,010 11,177 0.41 0.78 12.16 23.26
TOTAL DAC countries - TOTAL des pays CAD 615,900 1,661.6 2,698 L 6,471 6,471 5,905 12,855 0.329 0.77 10,51 20.87
See notes on verso NATO SECRET
Voir notes au verso 139
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Notes aend Sources: Table IX

Ceiumn (0): Donor Countries

include all NATO donor countries
and, in addition: Australia,’
Austria, Japan, Sweden and
Switzerland.

DAC countries:

Column (41): Population

Source: United Nations Monthly Statistics,

November 1969,

Columns (2) and (3): GNP

|

Eastern Europe: The figures used are based on US
estimates as recorded in:"'US
Congress = Joint Economic Committee
publication 'Soviet Economic
Performance 1966~-67" p. 119 updated
to 1968. In the Congress publication
estimates of GNP in the East European

, countries are made in dollars using

" US prices so as to make these
estimates comparable with GNP in USA.
In order to arrive at estimates of
GNP in Eastern Europe more nearly -
comparable with those of the NATO
European countries it would be
necessary to calculate them in West
European prices. In this case a
conversion factor has been used, the
effect of which is to provide

.+ estimates of GNP calculated in West
German prices subsequently converted
to dollars at the official rate, If
higher estimates were to be used for
GNP, they would only reduce further
the corresponding percentages of GNP
devoted to economic aid and thus
reinforce the argument in favour of
Western countries.

GNP estimates in g of purchasing
power eguivalance., These estimates
are calculated in dollars using US
prices and are thus comparable with
the GNP of the United States.

Soviet Union and
China:

Source: US Reaearch Memorandum
REU-69 (December 9 1969) "Indicators
of Comparative East-West Economic
Strength - 1968",

NATO Countries: GNP at current market prices
converted at the official exchange

i rate as reported in REU-69.

J

t Flow of Pub D
ountries;

Column lopment Aid ¢ ‘—Co 8

‘Western estimates of drawings less
reimbursement of capital (see
Table VIII) on the basis of
schedules for repayment and,
whenever known, subsequent debt
rescheduling agreements.,

From Communist
Countries:

From NATO Countries: Source: OECD Paris “Development
Aid ~ 1968" an advanced summary
of which was published as an OECD
Press communiqué on 11th July 1969,
Figures between brackets are
provisional.

NATO

SE

GRET

NATO
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SE

4 ~ Column (52

Communist Countries:

Column : Plow of fin

From Communist
Countries:

From NATO
Countries:

Flow of Public Development Aid to Communist Countries

Alvania, Cuba, Mongolia, North
Korea and North Vietnam,

No economic aid was extended to
these countries by NATO countries,

1 regources from the Private Sector

In Communist countries there exists
no private sector that could provide »
economic aid. ‘

Under this item are included:

Private investment and lending, net »
Direct investment
New direct investment
Reinvested earnings
Bilateral portfolio investment & other
Multilateral portfolio investment

Private export credits, net
Over 1 to and including 5 years
Guaranteed
Non-guaranteed
Over 5 years
Guaranteed
Non—-guaranteed

Column (8): Total flow, Private and Public

From Communist
Countries:

From NATO
Countries:

CRET

~ 140 -

Special finsncial assistance to Cuba
(see para, U5 of this paper) is
included although sueh aid 1s not
extended for strictly development
purposes. No breakdown by individual
East Buropean country is available of
special Tinencial assistance to Cuba.
This aid is, however, included in the
estimated total for East Buropean
countries,

Discrepancies between the total
under "Private and Public" and the
separate figures under columns 6

and 7 result from the inclusion in
the total of public assistance

funds put at the disposal of
developing countries outside the
framework of official aid programmes
for economic development (see OECD:
Development Aid 1968).

Q\
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TABLE IX

GEOGRAPHICAL DEFINITION OF THE AREAS AND LIST OF
COUNTR WHERE TRAD TISTICS C
OME TRADE WIT E COMMUNLIST COUNTRIES

DEFINITION GEOGRAPHI UE DES REGIONS ET LISTE DES PAYS DONT

1. Communist Countries:

«

Soviet Union

Eastern Europe (Bulgaria, Czechoslovakia, Hungary,
Poland, Soviet-occupied Zone of
Germqny, Rumenia)

Communist China

f.q

2. Africa:

Al geria, Angola, Camercon, Chad, Congo(B), Congo(K),
Dahomey, Ethiopia, Gabon, Ghanu, Guinea, Ivory Coast,
Kenya, Libya, Malagasy Republic, Mali, Mauritania,
Veuritius, Morocco, Mozambique, Niger, Nigeria,
Reunion, Rhode51a, Senegal, Sierra Leone, Scmalia,
Sudan, Tanzania, Togo, Tunisia, Uganda, Zambia.

3. Asia:

Afghanistan, Burma, Casmbodia, Ceylon, Indisz, Indonesia,
Laos, Malaysia, Nepzal, Pakistan, Singapore, Thailand.

4, MNMiddle Zast:

Iren, Iraq, Israel, Jordan, Kuwait, Lebanon, Saudi Arabia,
South Yemen, Syrla, United Arab Republlc, Yemen.

5. Latin America:

Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica,
Ecuaaor, El Salvador, Guyuna, Henduras, lMexico,
Nicaragua, Peru, Uruguay, Venezuela.

)

Q

NATO SECRET
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TABLEAU X -
COMUNIST WRADE WIYY SELECTED DEVRIOPING COUNIRIES
ENYRE LES PAYS ¢ STES EY CRRLLINS

ECHANGES COMMERCIAUX
¥

NATO

TABLE X .

Ly

OMMUNI
P PEL

T

(million US &)

from | 1562

Communist imports 19631 1964 1965 | 1966 | 1567 | 1968
and exports to
AFRICAN_CQUNTRIES
Imports 0.6| L.2| 9.7| 18.4 ]| 22.8 |28.8] 56.6
Exports AlEeria 0.6| 5.1| 30.1| 293 25.8] 55.2| 61.4
Imports .. ..o 28,3} 35.6| 33.9| 56.9 | 47.7 | bh.1 {.29.6
Exports 26.9| b1.5] 53.1[109.5 {41.2 ] 22,0 | 22.2
Imports . . 0.4] 0.8] 0.6] 0.4} 0.2] 6.1 2.4
Exports Libya 5.7 1302 13.2] 23.2 | 31.0 | 39.2 | 54.4
Imports . .. 6.9] 3.0l 7.5] 2.6 1.6] 2.0 3.3
Exports =5== 11.6| 15.7] 17.6] 21,0 [20.2] 23.7| 20.7
Imports ,. 25.0| :3.2] 53.7| L8.8 | 53.6 | 56.5 | 62.1
Exports koreeco 29.0| 35.4| 861 7102 | 30en | B8.7 | 61.8
Imports .. __ . 5.2) 5.1] 12.8] 21.6 | 9.2f18.3 ] 33.9
Exports Nigeris 19.61 22.1| 28.8( 33.9 [ 33.4 | u5.5 | 42.5
Imports .4 5.1 24,2 | 40,1 33.6 34.1 ] 46.9
Exports Sudan 28.8 | 34.8| 28.1 26.8 [32.2 | 35.2 | 48.8
Importd ; 1.24 12.8] 11,2 14.8 115.8 | 14,0 | 16.2
Exports +20280.3 1.7] 1.7] 2.3| 7.3 |1b.9|11.9 | 17.8
Imports . 6.2 7.8 10.'5 14.0 J1L.1 1 18.4 ) 34.4
Exports Lupisia 6.4 13.2| 16.3]| 17.2 | 2u.b | 220 [ 1705
Imports 1.70 11.7] 111 21.6 [12.6] 6.1 7.4
Exports JEenda 0.1 1.3} 1.7] w9 7.1 5.61 6.8
Imports X - - | 11.4] 5.5]16.0{18.0]10.0
Exports 22mbis - 0.3| 0.4 0.8] 3.5| 4.7
ASIAN COUNTRIES
Inports ) 25,8 | 26.6] 27.0] 22.0 |22.1 | 25.3 | 32.86
Exports Afghanisten uo.e| 50.1| 51.9] 58.2 [79.8 | 64.1]50.5
Imports o .. 35.5] 52.5| u5.7| 33.9 [21.8|14.0| 3.1
Exports =——— 40O 4l 0| 47.4L| U5.9 [26.5 | 23,7 | 14.1
Imports u6.2| 38.9| 59.0] 70.0 [70.1 | 51.6 | 58.9
Exportg S&yion 50.5] 0.1 89.1| 61.5 [88.0 68.1 | 68.6
Inports [ ... 160.3[185.5] 275.3 [302.7 B03.8 [300.8 |317.0
Bxports ====2 217.6|317.6|349.9 |343.1 Bak.1 |288.7 |319.1
Imports . . . 83,6 85.7| 88.5| 82,2 |54.8]49.4 | 40.1
Exports iidonesia 121,8]113,5[163.2 [149.4 | 79.1 | 64.1 | 58.2
Imports Malaysia and 1183.6{175.3[105.3{150.6 £02.8 [161.5{193.9
Exports Singapore 121.8[122.,4|110, L [116.4 167.8 [234.3]251.5
Imports . . 13.6] 31.1| %0.3| 67.6 {80.2| 86.2| 73.3
Expopts Lokisten 1723 175 36.7| L9.5 | 88.4[106.6 [115.2
MIDDLE BEASTERN COUNTRIES
Imports 29.3 | 34,3 39.7| 39.1| u1.5] 58.7 | 70.9
Exgorts lren 26.6 | bo.1| k7.5 11.6] 75.2[120.7 1102.0
Imports 10.4 ] 14.6] 8,7] 10.1] 12.5} 14.9| 11.2
Eﬁ?orts Irag 86.5 | 79.4| 8L4.1 [114.5]101.1| 82.0 [100.3
Imports o.u| 5.8 7.5] 6.5] 8.3 g. | 8.6
Sxporte Lebanon 1500 | 31.9] 28.3| u2ih| 50.7| sa.0 | 5646
Imports . - - - - 0.1 0.3 0.3
Exports Kuvait 11.3( 2 7.9] 29.4] 36.8) an.7|54.0
Tmport ‘ nz.0] 62.0| 72.5| 58.6| 61.3| 46.4 | 43.0
Fxporte SYris 32.3 | 32.3| U5.L| ba.u| 86.8] 93,5 [120.5
Inports 170.5 [2u5.6 [273.6(353.9(|329.71279.4 298.0
Exports LeheRe 210.2 [239.6 | 256.5 |358.9 [392.1 [ 44B.6 [354.4
t 1.5 1.6) 1.1] 1.0] 1.6] 0.7] 0.6
éﬁggit: Yemen 2.5 =.51 3.2{. 8.0) 11.8] 10.7| 6.4
LATIN AMERICAIY COUNTRIES
te . -75.3| 60.0]|159.8[186.5|2u7.7| 73.2 |62.2
rpopte Argentina 93,21 12.9] 18.1| 32.9] 23.1| 19.2 [12.2
Imports X 70.0| 95.8] 89.0] 93.2[106.0{102.9 [124.6
Exponts Brazil 63.6| 68.0) 65.u| 57.11 61| 7u.7 | 89.7
Imports 8.2 9.0] 22.4{ 61.5] 18.8] 18.2}15.5
Exports Mexico 1.2| 2.5| L.3| 5.8| u.2| s5.1]77.%
: t 7.90 8.3] 12.7] 17.6] 21.2| 19.4 | 21.2
E‘éﬁﬁﬁti Peru 1.5] 1.4] 1.6] 2.4f zal| 3.0] 6.0
t 26.6| 12.6{ 18.71 8.7| 19.3| 11.4| 7.1
éﬁ%iitigzzsgsz 2.9] 1.8 5.4\ 2.8| 2.8] 5.2 2.7
NATO SECRET
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	1957
	19
	1959
	1960
	l961
	1962
	1963
	1965
	l966
	1967
	1968
	Burundi
	Central African Rep - Rép Centrofricoine
	Chad - Tchad
	Congo (Kinshoso)
	Ethiopia - Eminpie
	Ghano
	Kenya
	4.
	Mauretanio - Mouritmie
	Morocco Meroc

	15
	Nigorio

	Sierra Leone
	Somalio Somalia

	18
	Sudm - Soudon

	19
	2.
	Uganda Ougondo
	Zambia Zambie

	3.
	Burma Birmanie

	25
	26
	Cambodia - Combodge

	Ceylon - Coyl.0
	Indonesia - Indonésie
	Nepl
	Yemen - Yémen

	38
	Argontine -Argentins
	arér;l
	Colombio - Colombie

	42
	Toto1 LATIN AMERICA - Toto1 AMERIQUE LATIN1




