
CONSEIL DE L'ATLANTIOUE ?iOR 
NORTH ATLANTIC COUNCIL - - 

ECONOMIC .iCTIVITIES OF COMhlUNIST COUNTRIES JJ!T~'IK~ 
DEVZLOPING 3 R E S  OF TH2 THIRD WORLD 

P"" 

Note  by the Chairmzn ".. of  the Economic Cornnittee 

The Economic  Committee a t  i t s  meeting o f  -lst October, 
1970, agreed  to  submit  to the  Council the at tached  tael i l ' th(1)  
report  on t h e  economic a c t i v i t i e s  of Communist c o u n t r i a s   i n   t h e  
third wor ld  which  covers  the  period 1967-1969. The r e p o r t ,  
i n  accordanet: wi th  the  es tabl ished  procedure,   des .cr ibes  the 
main f e a t u r e s  of  Communist economic  and military a i d  and trade 
a c t i v i t i e s  i n  the  developing  areas and developments i n  
t echn ica l   a s s i s t ance  t o  these countr ies   during the t h r e e  y^ bars.  
I t  a t t empt s   t o   eva lua te   t he  economic  impact of these a c t i v i t i e s  
on both  "donor" ,and "recipient ' ;   countr ies ,   and t o  conpme -Zmi 
with inlesteril aid t o  and trade a c t i v i t i e s  i n  the  developing 
countr ies .  The Counc i l ' s   a t t en t ion  is  p a r t i c u l a r l y  drawn t o  
the Summary and  Conclusions (pages 2 t o  6), a spec ia l ly   p repa red  
shortened  version of the f ind ings  of the   repor t .  

(Signed) Y ,  L;LUL,N 

This document c o n s i s t s  of:  143 pages , 
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1.  Af te r  a decade (i954-1964) of impressive exsdii:;ion, 
the  economic  act ivi t ies  of  the Communist c o u n t r i e s   i n  th? 
developing  areas o f  . t h e  non-Communist Xiorld have  levei led OB?, 
and it  seems u n l i k e l y  tha t  t h e r e  w i l l  be any  dramatic  inc??ease 
during  the  next   few  years .  N e w  commitments a r e   l i k e l y  Lo vr-lry 
g r e a t l y  from year  t o  year   and   in   any   par t icu lar   year  could be 
a s   l a r g e   a s   i n   t h e   p e r i o d  1964-66, b u t   t h e   a c t u a l  Plow OP 
d e l i v e r i e s  w i l l  probably  not  exceed  the  present volume o f  
$450-500 million  per  year,   Taking  into  account  the Ti.Sii1: 
t o t a l  o f  i n t e r e s t  and capi ta l   repayments ,  the n e t  f l o n  o f  
economic resources  from Communist to   developing Third .To?ld 
count r ies  will d e c l i n e   s t e a d i l y ,  Whether considered  in   absolute  
terms o r  r e l a t i v e   t o   t h e i r  economic p o t e n t i a l ,   t h e  rôle of t h e  
Communist c o u n t r i e s   i n  the matter  o f  economic r e l a t i o n s  zith the 
developing  countries is small and  diminsihing  in  importsilce. 
Certainly  during  the  years   covered Ly this r e p o r t ,  iJeskej:ail a i d  
and t rade  have been growing f a s t e r   t h a n  that of the Conmvizis-6 
count r ies  

-.. . 

2 ,  I n  1968 t o t a l   ( i o e e   p u b l i c  and   pr iva te )  VJesLern aid 
disbursements were some 30 times as g r e a t  as those  oi" -GIe 
Communist count r ies  , off ic ia l   d i sbursements   a lone   be inL 1 9  times 
a s  great, The share  o f  the 3;es-Lern i n d u s t r i a l i s e d   c o u n t r i 3 s   i n  
t h e   f o r e i g n   t r a d e  of the Third 'l:orld was about l 2  t ims :?.S ;reat 
a s   t h a t  of t he  Communist count r ies  - 747; compared wiZ1 cli>h.*iJy 
more than  

3. Zven if Communist trade  with  the  developing  coumkries 
should r i s e   abou t  10% annual ly ,  by the  mid-seventies this v i i l l  
s t i l l  account for only some 8% of the t r a d e  of t h e s e  cou.nt:.ies0 
It is  t r u e   t h a t   i n  view of  t h e   d i r e c t i o n  o f  Communis$ trcide t o  
a r e l a t i v e l y  small number of these  countr ies ,   the   impact  i s  i n  
these  cases  much g rza t e r   t han  the average  figure  sugg;es.ts. 
Presumably  the  arrangement  suits  the  countries  concemsd-, 
Ce r t a in ly  i f  they   fe l t   themselves   explo i ted   o r   th rea tened  they 
could,   without  too much d i f f i c u l t y ,   f i n d   a l t e r n a t i v e   s o u r c e s  o f  
supply   and   a l te rna t ive   ou t le t s  f o r  the i r   p roduces   in  Jestern 
countr ies .  On the  other   hand,   the   gradual   increast :  o.? the t rade 
of Communist count r ies  with the  developing  world must enhance 
t h e   s t a t u s  of  t he   fo rmer   a s   t r ad ing   pa r tne r s .  

_ _  
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4. There is  no doubt   tha t  the prime  motivation of 
Communist a i d  is p o l i t i c a l ,  The Soviet  Union has   been   coxemed 
t o   i n c r e a s e  i ts  own inf luence   in   the  Third World and di.mii?i.sh 
t h a t  o f  the  West,  and it has   put   pressure on the Sast Au-ogzan 
count r ies  t o  t ake   pa r t   i n  t h i s  e f for t .   China ' s  more modest aid 
programme i s  d i r ec t ed  t o  countering the inf luence  b o t h  O? the 
West and  the  Soviet  Union, 

5. Economic resources  in  the Communist countr ies  a r z  very 
l imi ted   re la t ive   to   needs .  The Tirst p r i o r i t y  f o r  Sovi.2t z i d  is 

Soviet  GNP went on n e t   a i d  t o  "cese  countries and only &-i>o..:-t 
0.03% t o  non-Communist developing  countr ies .  The Tact L h a ; : I t  the 
Soviet  leaders  have  been  concerned t o  achieve the g r e a t e s t  
p o l i t i c a l  impact w i t h  t he   l ea s t   ou t l ay   i n   t e rms  of r e a l  i-'.;UoUrces 
exp la ins   t he   spec ia l   f ea tu re s  o f  Soviet   a id .  

*II 02 course the o the r  Communist  countr?i.d:s.. In 1968 about 3.2y.. of 

6.  In   t he  f i r s t  place,   thkre   has   been a d i s t i n c t   t m d e n c y  
t o  channel  aid t o  r e l a t i v e l y  few,  chosen,  countries s o  th:.-t i n  
the  case of some of t hese  Communist a i d  is a very  i m p o r t a i t  
issue.  Secondly, a g r e a t   d e a l  of propaganda is  made ahoat 
Sovie t   a id .   Pro jec ts  most l i k e l y   t o   e x c i t e   i n t e r e s t  C2i-C s c l e c t e d  
and   g rea t   s t r e s s  is l a i d  on the  a l legadly  generous natvw3 of the  
terms on which Sovizt  a id  i s  granted,  b o t h  as   regards  rates OP 
in te res t   and  d u r a t i o n  of loan. 

7. I n   f a c t  there is nothing  par t icular ly   genzrous  about  
Soviet  aid:  whereas  up  to half Western  aid  in  the  past  h m  been 
in  the  form of ou t r igh t  g i f t s ,  only 3% of Soviet   a id  comcs i n t o  
t h i s  category.   In   the past  Sov ic t   i n t e re s t  rates were l o v ~ c r  than 
Nestern  rates  which  were  based on market  conditions,  but  the  trend 
is  f o r  Sov ie t   r a t e s  t o  rise and   %es te rn   r a t e s   t o   f a l l .   3ov ie t  
a i d  always  represents the d e l i v e r y  of Soviet  goods o r  t cc lmica l  
ass is tance,   whereas   in   the  case of the West 40% of a id  is unt ied,  
There is an increas ing   tendency   in  the West to   p rovide  a id  fhrough 
in te rna t iona l   channels ,  The Communists do no t   pa r t i c ipa t e   i n  
such  arrangement S ,  except t h a t  they  have .a 3% s h a r e   i n  t3.e L.1 
t e chn ica l  programme which i n  itsslf is only a minor f r a c t i o n  of 
mul t i la te ra l   a id . ,  

8, Communist countr ies   a t tach  considerable   importance t o  
t echn ica l   a id  - th2  sending OB technicians  abroad and the  t r a in ing  
of fo re ign   t echn ic i ans   i n  the Communist count r ies ,  The ü-2.;-*3 J..L can 
probably more e a s i l y   s p a r e  -Lechnical f a c i l i t i e s   t h a n   c a p i t a l  
goods and the   po l i t i ca l   impact  of this form of a i d  Cati? Ise very 
cons iderable .  

N A T O  . .  S Z C R G T  - 
- 3 -  
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9. Xven more s i g n i f i c a n t  is the provis ion  of  mi l i - la ry  
a id   and   t r a in ing  which a l so   t ends  t o  be channelled t o  a Tew 
choszn  Countries, where t h e   p o l i t i c a l  impact is vary great 
indeed and t h e   c o s t   r e l a t i v e l y   l i t t l e   b e a r i n g   i n  mind - L k . - L  -&e 
Soviet  defence  industry. . i s  ve ry   ac t ive   and   t ha t   l a rge   s tocks  of 
weapons must be ava i l ab le .  

10- There are   cer ta in   long-term economic  advanta;;cs t o o  
from these   a id  programmes, I n   r e t u r n  f o r  c a p i t a l  gooc:Ls, 
m i l i t a r y  equipment  and t r a i n i n g   f a c i l i t i e s  y the Communist 

produce o f  the dev,eloping  countries,  In t h i s  way t r a d e  221. t ions 
with the developing world are gradual ly   being built 

./ c o w t r i e s   a r e   e n t i t l e d  t o  r ece ive   i nc reas ing   quan t i t i o s  02 the 

*! II. TRZNDS 

1 1 .  I n  s o  f a r   a s   t h e  purgose of a i d  was t o  make Co!il;:uiist 9 

and es.pecially  the  Soviet ,   presence f e l t  in   the  Third J ~ r i d ,  
this   object   has   been  achieved.  AltthoJ-gh the   bu lk  OP <Aid- :>.-bill 
comes from the  Western  World,  developing  countries havs the 
opportunity of  tu rn ing  t o  the USSR as an a l t e r n a t i v e  sov-rce .\;.hich 
reduces  their  dependence on the West and g ives   the  U332 increascd 
leveragi= i n  wor ld  a f f a i r s .  

12. The f a c t   t h a t   t h e  Communists are not   increas ing   the i r  
c f f 'o r t s  i n   t h i s   sphe re  and that programmes  have  tended t o   l e v e l  
off is pr imar i ly  due t o  the shortage of resources.  ..'hen Sie 
programmes  were inaugured i n  the f i f t i e s  i t  was still thought 
t ha t   Sov ie t  economic resources  could  be  quickly  increased  and 
mobilised t o  sa rve   po l i t i ca l   ends ,   S ince  the mid-sixt izs ,  hoxever, 
it has   .b2en  increasingly  real ised  by the Sov ie t   l eade r s  t::a% 
economic power is not  growing  Cast  enough  compared with A.:--L of  t k e  
West, ( p a r t i c u l a r l y  the U S A ) ,  t o  be v e r y   e f f e c t i v e   a s  m 
i n s t r u r e n t  o f  po l icy ,  This  makes i t  impara t ive   t o  use rmo;;.rces 
spar ingly .  Aid, however, i s  s t i l l  l i k e l y   t o   b e   f o r t h c o n i n 2  There 
p o l i t i c a l   d i v i d e n d s   a r e   p r o m i s i n g   r e l a t i v e   t o   t h e  sconoriiic 
investment. 

13. ;'S regards military a id ,  there were few l ~ ~ r ~ e  :xw 
commitments in   the   years  1968/69, and t h e   t r e n d   i n   d e l i v e r i e s  also 
decl ined  somewhat. It could bc that the Soviet   leader;  mm 
pursuing a r a t h e r  more cau t ious   po l i cy   o r   t ha t  the op>::o?tcnit ies 
t o  step i n   w i t h  offers o f  arms which a r e   a s s o c i a t e d   n i t h  
important  policy  changes in Third World coun t r i e s ,  were f -  ax r , 
Hov,revcl;r, in  view o f  the s i g n i f i c a n t   p o l i t i c a l  advanl'cagzs io be 
gained  from  supplying  arms t o  Third World count r ies  an$- the  

i t  must be  assumed t h F . t  thz   Sovis t  leaders w i l l  continu2 t o  inake 
the  most of the  opportunities  which  present  themselves,  

.l. 

Y r z l a t i v c  abundance o f  m i l i t a r y  equipment in   the   Sovie t   t in ion ,  

N , : L T O  S X C R E T  -_____U-.- 
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-'L. Economic Aid 

IL+. Western  countr ies   have  an  intercst   in  the economic 
development of the Third World and  cannot   properly  object   to  
well-founded Communist a id   projects   even  though  these may be 
pol i t ica l ly   mot iva ted ,   Indeed   they   should   cont inue  t o  welcome 
t h i s  add i t ion  t o  resources   a t   the   disposal   of   developing 
count r ies  even  though  these  la t ter  may be concerned  to show 
their  indcpendence of the West, What the Westarn  counti-ies  night 
well  stress i s  the des i rab i l i ty  of' promoting  cer ta in   s tandards 
as   regards   the  provis ion of a id ,  e.g,  that  it should  be  desi2ned 
t o  s e rve  the economic i n t e r e s t s  02 t h e   r e c i p i e n t   r a t h e r   t h a n  
the p o l i t i c a l   i n t e r e s t  of the donor; that it should  be  put t o  
good use ,   t ha t   t hz re   shou ld  be a measure of i n t e r n s t i o n a l  
co-operation in   p rovid ing   a id ,   avoid ing ,  however, the  in;p2ssion 
t h a t  the r i c h e r   c o u n t r i e s  were seek ing   t o   impress   t hz i r  r i i e s  on 
t h e  developing  countries.  

B. Trade 

15. The Western  countries can a f f o r d  t o  welcono m s t i n t i n g l y  
Communist e f f o r t s   t o   i n c r e a s e   t r a d e  with the Third ':Vorlc? on the  
grounds tha t9   gene ra l ly   speak ing ,  trade tonds t o  beï1cZit a l l  
p a r t i e s  and t h a t  this p a r t i c u l a r   t r a d e   s h o u l d   b e n e f i t  thc: 
devslopingcountr ies   especial ly   by  providing niiw sources  of 
supply   and   ex t ra -   ou t le t s  f o r  t h e i r  produce. 

16. The Western  countries  might,  however, urgc thd v i r t u e s  
of m u l t i l a t e r a l   t r a d e  and s e t t l m u n t   s u g g e s t  Communist 
p a r t i c i p a t i o n   i n   i n t e r n a t i o n a l  economic organizat ions  and 
commodity agreements ar,d welcome i n i t i a t i v e s  from C o m m l i s t  
c o u n t r i e s   a s   t o   j o i n t   p a r t i c i p a t i o n   i n  schemes. 

17- The provis ion  of m i l i t s r y  aid t o  the Third Tjorld by 
the Communist count r ies  i s  a much more d isquie t ing ,  prolslca f o r  
t h5  Western,  and p a r t i c u l a r l y  the NLTO, countries,   There i s  no 
doubt,  however, th2t b o t h   t h e   r e c i p i e n t s  and the  donors  have  an 
i n t e r e s t   i n  i t s  continuing. 

18, Thz a t t i t u d e  of the  developing  countrizs scems t o  be 
somewha t a s  f o l l o w s  : 

( a )  Developing  countries  though poor f c e l  the need 
neve r the l e s s   t o  hme some m i l i t a r y   s t r z n g t h   a s  a a;l-k 
o f  t h e i r   s o v s r e i g n t y  and independence, kIorco-vGr9 i n  
many of t hese   coun t r i e s  the m i l i t a r y  i s  the ;-IO . t  
important  cohesive  element of s o c i a t y ,  It  helps t o  
u n i t e   t h e  tribes and r;;gions, i t  providss  the b z s t  
a v a i l a b l e   t e c h n i c a l  and   organiza t iona l   t ra in ing  and 
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gives  peasants a much wider  sxperience  thail i k : ~ ~ ’  
would otherwise  have. It is important   in   such 
circumstances  that   the  armed fo rces  should  ai1;;joy 
p r e s t i g e  and that   they  should  be  reasonably ne11 
equipped. 

(b)  Some of these  countr ies   in   present   c i rcumstancos  prerer  
t o  r e c e i v e   m i l i t a r y   a i d  from Communist sources .  

( i) Some of t h e  new na t ions   a re   very   consc ious  OB 
having  emerged from c o l o n i a l   s t a t u s  and are 
r e l u c t a n t  t o  depend on arms from t h e i r  j-’wixr 
masters. They may not  have  the same object ion 
t o  g e t t i n g  thein f rom other  Western  count?izs,  but 
t he  Communists happen t o  provide a co.;lve:ilieilC 
a l  te rna t   ive   source  of supply.. 

( ii) I n  some countr ies   the army, p a r t i c : l l a r l y   p x h a p s  
the  younger  officers,  look t o  s o c i a l  change t o  
r ev i t a l i s e   t he   na t ion   and   a r e   r eady  t o  espouse 
some form of soc ia l i sm  in   oppos i t ion  t o  
t r ad i t i ona l   e l emen t s  in  t h e i r  own society.  Such 
groups  tend t o  be anti-Western 2nd would tu-rn 
more n a t u r a l l y  t o  the  Communists. 

(iii) The ..irab s t a t e s  tha t  are i n   a c t i v e   c o n f l i c t  with 
I s r a e l   a r e   c r i t i c a l  o f  t he  West f o r  support ing 
Israel and  have  turned t o  the USSR i n  self-deiTence. 

Ag. F o r   t h e i r   p a r t  , too,  the Communist l eade r s ,  st k a s t  
i n   t h e  USSR, seem t o  have  evcry  inducement  to  pursae a pol icy 
of gran t ing   mi l i ta ry   a id ,   In   p resent   c i rcumstances  the sugi31y 
of arms  and m i l i t a r y   t r a i n i n g  is  a most e f f e c t i v e   a n d   r e l a t i v e l y  
cheap means of undermining  Western  influence  in  certain  countries e 

The s i r n i f i c a n c e  o f  m i l i t a r y   r e l a t i v e  t o  economic a i d  is  a 
f u r t h e r   i l l u s t r z t i o n  of t h e  tendelrcy of the   Sovie t  leaders t o  
r e l y  more  on t h e i r   w e l l - e s t a b l i s h z d   m i l i t a r y   p o t e n t i a l  as an 
instrument of po l icy   than  on t h e i r  economic  power,  which i s  
making disappoint ingly slow progress.  Given the   s ens i t i vcness  
of Sovie t   mi l i ta ry   a id   any  change in   t hese   t r ends   shou ld  be 
s tudied closely.  
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I. .1 ECOHOMIC ASSISTANCE 

AS- . IYACrP:ITCTJDE AND DIRECTIOIV 03' COI!II~[uNISII ECONOMIC A I D  

(a )  ïtew  Commitments 

During the two years (1967  and  1968)  under  review, 
the t o t a l  value of new economic a id  commitmen-bs undertaken by 
ComuvList countries has been  markedly  smaller than during 
ear l ie r   years ,  and, on t h e  basis o f  partial   information so f a r  
available f o r  1969, this -hen8  has  apparently  continued.  In 

,1967; new credits  extended(1) amounted t o  ,2!340~milliorl,' in' 
1968, they  reached $735 mil l ion,  and  were, i n  1969,  probably 
of the  order o f  $560milLion.  During  these  three  years,  the 
annual aid extensions thus averaged  only  about $540 mill ion,  
as zgainsS; $1,350 mil l ion $er annum i n  each o f  the  three 
precedtng  years, 1364-1966, when the  record  levels o f  Communist 
a i d  extended a t t r a c t e d  wi8.e a t tent ion(2) .  This decl ine  in  new 
commitments is l a rge ly   t he   r e su l t  of  the much more cautious 
approach t o  economic aid edopted in   recent  years by the  Soviet  
Union, 

(r 

2. A t  the end of 1969,  out of a t o t a l  of  about 
$10,4 b i l l i o n  of c r e d i t s  and grants  extended  during  the  15-year 
pe r iod   s t a r t i ng   i n  1954, 6276 had been  pledged by the  Soviet 
union &S against 27% by t h e  East European count r ies ,   in  which 
Czech-oslovakia  played a leading  r61e, and 11% by Commlnis-t 
China, During  1967 and 1968, however, the  share o f  t he  USSR 
i n  t o t a l  Communist a id  extended  dropped t o  l e s s  than 45$, 
while that of the  East  European  countries,  taken as a whole, 
rose  to  exceed th i s  percenlage,  and Communist Chinese 
undertakings  levelled o f f  a t  alsout l.@ of t o t a l  new Commmj.st 
comitments. In 1969, it would seem tha% the  share of the  
Soviet Ui-lion in   the  t o t a l  increased,  while, by the  middle of 

. , the  year, n.0. ne.w a i d  commitments had besn announced b y .  . . . I . . . 

- - - -  Commranist China, Definitive  informat,ion'on  the  prcjjected 
constmctlon by China o f  %be Tanzanian-Zambian railway was 
s t i l l  not   avai lable  a t  the end o f  t he  year. 

b 

6: 

3 ,  During the  perfod  under  review,  the main e f f o r t s  
have bee11 d i r ec t ed   a t  the  ?:fIDDLE EASTI3E.Y countries. Gver the  
l a s t  three  years ,   the  most o u t x $ n ? i i n g l e   b e n e f i c i a r y  was 
Irzn, which was granted $485 mil l ion 7 $200 mil i ion by the  USSR, 
TZi mil l ton by Czechoslovakia,  and  the  rest by Hungary, 

(1) The term  "extensiouft  refers t o  a formal undertaking t o  
. " - . -~ " ." 

provide goods and scm. ices   e i ther  on deferred payment 
terms or as grants,  Assistance is considered t o  ha-Je been 
extended when an  agreement i s  sigced and commits the donor 
coni-try  formally t o  provide  such atd. A c red i t  i s  
considered t o  be i t d r c , w n ~ 9  when the goods are ac tua l ly  
delivered o r  the   sex ices   rendered  

Countries (C"( 67) 55 and AC!/8g-V@/217) 
(2)  See 11th Report on Economic i l c t lv i t i e s  o f  Commrmist 
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Rmania and Bulgaria).  These new commitments a rc  intended t o  
promote $he indus t r i a l i s a t ion  o f  the  country  in  general  and 
the development o f  t he  heavy industry i n  p a r t i c u a r .  The 
recipient  country i s  expected t o  repay this a i d  l a rge ly  i n  
'bhe form o f  o i l  and natural  gas, the  output of which is rapidly 
expanding,  Durfng the  first half  o f  1969, Ira accepted 
crec?i-i;s amounting t o  $205 mil l ion from the Tov -3 e t  Union and 
the  Soviet Zone of  Gemay ,  The Soviet   credi ts  ($121 mill ion) 
a re  t o  be used f o r  the pûrc'nase o f  petroleum  equipment  and 
for technical   ass is tance,   the   credi t  from the  Soviet  Zone 
($84 mill ion)  for various  factories,   corn-micatiox and 
a g r i c u l t w z l  developaen-t projects.  Among the  o ther  rec ip len ts  
09 recext   c red i t s  may be  quoted S r i a  ($25 mill ion from 
Rumanis? i n  1968), t he  UAE ($21 m i  -%l?=- Lon from Communist China i n  
1968). and  South Yemen TaS. mil l ion from . the.Soviet  Union .and , . , ,  

$24 million f m m  the Soviet gone in 1969), 

4. The mos t  striking new development i n  Communist 
economic aid t o  AJ'RIGA during  the  recent  past  was undoubtedly 
the commitment ur-gken by Communist China t o  assist 
Tanzsnia and Zambia in   bu i ld ing  a 1,750 km long  railway l i n k  
~ ~ D a - e ~ ~ a m  end t he  Zamblan copper bel t .  The 
Chinese o f f e r  came af ter   negot ia t ions  with Western  goverrments 
and private  consortia had f s i l e d .   I n  September 1967, an 
 agreem me^-!! Zn pr inc ip le  was reached and survey and design work 
was nearly  coapleted by -;he end of  1969. The s i z e  and the  
repayment conditions of t he   i r t e r e s t - f r ee   l oan  extended by 
China were st i l l  uknown a t  the  time o f  the preparation o f  
this   report ,   but  it was c?li?eady c l e a r  that it would be the  
largest   s . ingle  a id  project  ever  attempted by China. The 
est.hat;ed t o t a l  cost o f  the projec t  had  been  put a t  
$260 mil l ion by Western exper t s   in   ear l ie r   years ,  of  which 6% 
might  have to be accounted f u r  by Tanzania  and 4% 'by Zambia. 
'Phe cnv.iszged t ransport   capaci ty  o f  t he   l i ne  would be 
su f f i c i en t  t o  meet Zambian needs and leave  spwe  capacity for 
TanzanSa's projected  mineral and agrXcultura1  developments i n  
the  southern  highlands, It mcy be recal led that  i n  May 1967 
the  USSR extended $6 mil l ion t o  Z m b i n  f o r  s c i e n t i f i 2  equipment 
z11d cssistance  (both economic 'and technical)  i n  r u r a l  
e lec t r i f . i cz t ion  and rocdbuildfng,  but by Jmc 1967 ChiEese 
c?id he6 clready  taken  the  lead: a $17 mill ion  interest-free  
lozn PICS' extended t o  cover  the equipment cost of varfous 
projects, and China has since cmti9sued t o  concentrate Lits aid 

project  .is a major poli'i;ic,?.l i n v e s b e n t ,  and a f a f l u r e  would 
be pa r t i cu la r ly  ruinous for Chinese prestige, 

9 nnd trade e f f o r t s  on this African  region, The T a n z a  rzilvray 

7 5 ,  Apart from th i s  major  ventme, a $50 a i l l f o n  c e d i t  
extended by Czechoslovzkip, t o  Al e r i a   i n  1967 might be mentioned, 
L o a m  by various East m o p e a n  + c o w  ries were gmrzted t o  T ~ r n i s j ~ , ~ ~  
mownt.ing Lo $52 n i l l i o n  I n  1968, and t o  Sudan ($57 m f P l j , T n T  
1967 2nd c2 addi t iona l   c red i t  o f  an u n h o h  mount  extended by 
the Sov.iet Zone o f  GerPsny .in 1969). In " Guinea, Mali, 
Iflaurihniz and Sene a1 m.iuor mounts were r e p o r t e m e x t e n d e d  m l a s t  + r e e   y e a s   b o t h  by the  Soviet  Union and 
ComunSst Chfna. 
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6,. A s  f a r  as ASIA .is concerned,  Afghanistan, t r a d i t i o n a l l y  
n n z j o r  rec ip ien t  o f z . i e t  aid, obtained  in  1968 a new l i n e  
of credi$ of  $132 mil l lon from the  USSR f o r  i ndus t r i a l   p ro j ec t s  
under .its third  f ive-yecr  plan.   Pakistan  received  additional 
Chinese lozns   in  1967 ($7 I r t l l i o n T T d T  1968 ($42 m i l l i o n )  
an6 more recent ly ,   in  1969, a new Soviet   credi t  o f  
$20 million. By the  end o f  1969, Comuunist China had thus 
extended to this country  since 1954 cref i i t s   mowt ing  t o  
$109 mill ion as against  $203.1 million  extended by the  Soviet 
Union, I n  Ne a l  Comnvn-Lst Chin2 r e m s e r t e d   i t s e l f  as the 
mcia s o u r c e d k & n m n i E t  cia by adding  another $2 mil l ion t o  
the $65 mil l ion   c r ed i t s   a t ended   ea r l i e r .  

7, New econorcic Ela  commitments t o  LATIN AMERICA were 
undertaken  largely as p a r t  of the  renewed t rade   in te res t   o f  
the  Soviet Union and the  Xast EuroDean countr ies   in  this area. 
Chile  obtained  in  1967 a $55 mill iÔn  credit  from the  Soviet  m and  =other $5 mi l l ion  from Czechoslovakia i n  1968. 
UT Tua received $10 mil l ion from Hungary i n  1967  axd 
n ! l i o n  from the  USSR i n  1969.  Ecuador accepted $5 m i l l i o n  
Prom Czechoslovakia i n  1967 and $5 m m K f r o m  Poland i n  
1969; Arpentina $5 mil l ion from Poland. i n  1968,  Peru $6 mil l ion 
from C-akia i n  1969,  and Colombia_ $2e 5 m m o n  from the 
USSR i n  1968. 

8. Although the maber of  recipient   comtr ies   has  been + 

gL"owtng s t ead i ly  ever s ince  1954 t o  reach, by the  middle of 
1969, a -toLa1 of  42 com-bries  accepting Communist c red i t s ,  one 
of the main charac te r i s t . i cs  of t h i s  a id  remained unchanged: 
its concentration on a l imt ted  number of  selected  countries.  . 

Out of  t h e  $10.4 b i l l i o n  s o  f a r  extended, 36% was al located t o  
t v o  comtr ies :   Ind ia  and the  UAR. Three countries  (Iran,  
Indonesia  and  Afghanistan)  absorbed  another 255. Among the 
remaining  important  beneficiaries of  Communist a id  are:   Iraq,  
Syr ia  an6 Pakistan. In   Afr ica ,  which accounts f o r  17% of- t o t a l  
commitments, Algeria, Ghaaa, Guinea  and  Mali a re   the  major 
beneficiar ies  of  Communist aid s o  far  promised. 

9. It would appear  that  the nain   t a rge t  of the  Soviet  
Union and the  East European countries* aid a c t i v i t i e s  remains 
the Middle East and adjzcent Muslim comtries   such as 
Algeria ind Tunisia in  the  Vest,   Afghanistan and Pakis tan  in  
the Ecst, Sudan i n   t h e  South. Apart from i t s  t r a d i t i o n a l  
i n t e r e s t  in Asian  neighbouring  countries  (Pakistan,  Nepal, 
Cambodia), Comuulis-b ChSm. devotes   par t icular   a t tent ioa t o  
the Horn o f  Africa (Ugmdz:, Kenya, Somalia) and  adjacent 
zrezs, 3s was recerztly'highlighted by the amolmced zssis tance 
t o  'Pamznia  and Zambia, as well as t o  South Yemen, 
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GRAPH I - GRAPHlQUE I 

ECONOMIC A I D  EXTENDED BY COMMUNIST COUNTRIES 
AIDE  ECONOMIQUE DCS P A Y S  COMMUNISTES - - ENGAGEMENTS 

(1954 - 1969) 
. - 

( I N  MILLION US $) - ( E N   M I L L I O N S  DE $Us) 

311 309 

COMMUNIST CHINA 312 

C H I N E   C O M M U N I S T E  "____. 

O 

1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964  1965 1966 1967 1968 1969(1) 

(1 )  Provisional estimate 

Estimation provisoire 
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10. References t o  -%he s i z e  and trends of economic a i d  
t1extensions91(l) are o f ' i n t e r e s t  as they   cons t i t u t e   o f f i c i a l  
declara-Zions o f  i n t en t ,  formal ly  agreed by b o t h  donor and 
rcc.iyien'i comtry,  and thus provide a valuable  indication as 
t o  the l i ke ly   d i r ec t ion  cad scope tha t  Communist economic a i d  
del iver ies  may t ake   i n   t he  coming years. These f igures  do 
no t  provide, however, m y  evaluation o f  the flow o f  aid 
ac-bually  received by the  less-developed  countries, While 
new aid ex temions   a re  widcly pxblicised by the  Communist 
donor count r ies , .o f f ic ic l   in format ion  on the  annual  mounts of 
aid u-iiïlised is  scanty  and  generally lack8 precision. This 
leavea  Western  experts wZth t h e   d i f f i c u l t  task of estimating 
whct the  less-developed  corntr ies   me,   in   Îact ,   obtaining 
from t he  Communist promises. 

11, There was. a mp.id2.y growing g q  between the  volume 
o f  Communist ai-d pledges 2nd actual   del iver ies   during  the 
period 1954-1961, Drawings  exceeded th2 low l e v e l  o f  new 
extsns.ions i n  1962 and 1963,. But, when commitments reached 
r,ew records  during  the next three  years,   the gap  between 
llprorniseslf and 1tfuLfilmentr9 widened again markedly, and has 
since  remained  very large, A t  the  end o f  1969, of  the  t o t a l  
$10.4 biz l ion  economic aid extended  since 1954, only  about 
$4.4. b i l l i o n  had ac tua l ly  been drawn, 

12. A cansidërable time l a g  between the  llextension" of  
a c red i t  and i t s  actual   u- t i l isat ion by the  recipient   less-  
developed  country i s  t y p i c z l  o f  most s?id programmes, Western 
2nd Comixmist al ike. .  S1mri;cges o f  technical  ski l l  and of 
trained,  administrative and  managerial  personnel  delay  the 
implement~Ation of afd projects.  To deal with these problems, 
Communist co-untrfes from the beginning of  their  aid progrmmes 
hme prov.iaed the  developbg  countr ies  with t ech r i ca l  
rss.fsz'ance,  but  they hme run into  unforeseen  diff icul t ies .  
Soviet economic l i t e r a t u r e  has discovered  rather  receptly one 
of  the most pe r s i s t en t  problems  connected with a€d progmmues: 
the  limited  cftpacfty o f  lecipient   countr ies  t o  absorb new 
capi-bal goods, Most of  the  less-developed  countries  have 
been unable to  provide the loca l  currency  counterpart  thzt 
the frnplementction o f  Cid projects  required,  The Soviet 
Union has hqd r e luc t an t ly  t o  extend  about 5% of  its t o t a l  a id  
del.ivories i n  the f o r n  02 comodi t ies   in   o rder  t o  genera te   a t  
l e a s t   p e r t  o f  the  local  currency component needed f o r  this 
p-mpose. The very nature  02 the   large  scale   Comunfst  a id  
projects  has &so played its rQle   i n   exp la in ing   t he   t i ne   l ag  
between ex-tension  and x t m l  drawing,  For  instance,  the 
f.irst Soviet   credl t  f o r  t h e  Aswan Dam projec t   in   the  UAR was 
extended i n  December 1958, Work s t a r t e d   i n  1960, and the 
en t i re  pro jec t  will reportedly  be  conpleted by nid-1970. 

(1) See footnote (1) on page 45 
I. 
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Drwings on these  credi ts   s tar ted  a lowly two yea r s   a f t e r   t he  
signatuke of t he  first agreement,  reached t h e i r  peak i n  
1964-65, when the  first repayment  instalment waa cpparectly 
made, decl ined  in  1966, but  regained momentuu i n  1967, Thus, 
drawings 03 these   c red i t s  will have  been  spread  unevenly  over 
I period o f  1 2  years,  clthough, i n  this par t icular   case,   the  
project  night  be completed ,?;head o f  schedule. 

3.3e On the whole, %he speed o f  Communist economic a id  
implementation  conpared rather   poorly with Western a id .  The 
t"bumkeytf  type of  arrankement, whi..ch had long  been  associated 
with Vestérn  assistance,   providing  not  only  for  deliveries of 
equipment, material  and téchnical  advice,   but also of  
buildSng and in s t a l l a t ion ,  was ofi1y"discovered  by the  Soviet  
Union i n  1961,  While, in the  past,  the  Soviet Union had 
sought t o  reduce its responsibil i ty  for  project   implementation, 
more recent ly ,   fewer   large  scale   unspecif ied  l ines  o f  c r ed i t  were 
extended  and more careful  consideration  given t o  the 
s u i t a b i l i t y  of  t he  proposed  projects. It may be noted,  for 
instance, that  iri 1968 t h e  USSR deferred  undertaking firm a id  
commitments t o  Brazil,  Xïgeria  and  Pakistan,  pending  the 
outcome of ex tens ive   feas ib i l i ty   s tud ies .  

14.. A t  the  end of 1969, the  backlog of m u t i l i s e d   c r e d i t s  
had  accumulated t o  a record o f  nearly $6 b i l l i o n .  This amount 
would be su f f i c i en t  t o  keep  the Communist a id  programmes 
rmning  for the  next 13 years a t  t h e   r a t e  of impLementation 
presently  prevail ing,  even .if no  new  commitment were t o  be 
undcrtakelz by the C o m m u n S s t  countr ies   in   the coming years, 
The r a t e  o f  u t i l i s a t i o n  of c r e d i t s  extended by Communist China 
(5@) was s l i g h t l y   b e t t e r  than t h a t  of Soviet aid (46%). The 
Etpparently  poor  performance o f  East European countries  ( leas 
tllan rCO$ os" the  a id  extended was drawn by the end of  1969) 
r e su l t s ,   i n   pa r t ,  from -the f a c t  that these  countries  have 
entered  serfously i c t o  this f i e l d  of  ac t iv i t ies   on ly   dur ing  
recent years: 55% of  t o t a l  amount of East European c red i t s  
were exteuded  during  the las t  five  years.  

Economic Aid Deliveries .... in 1967  and  1968 
yIvIpuL.-Iys 

15, Annual drawings o f  ComunFst economic aid by 
developing  countries  increased  gradually between  1954 and 1964, 
when they reached  their  peak of about $560 million, and have 
steadZ$  declined since to $490 mi l l ion  i n  1966, $465 mil l ion 
in l?-? and $426 mtllion i n  1368, !They  may be  estimated a t  &G;: ;d 410 mill ion in 1969: .This decline  results  mainly from 
e, s - ~ F ? P : ~ ~ z  :?!duction i n  a t d  6eliverPfes from the Soviet Union, by 
:?ZF %he most important saxcce o f  ComunPst ecanomfc aid,  Aid 
deliver.%es by CcnmunPa=t Caha were also reduced i n .   c o q a r i s o n  
w%Lh -me peak r.eache.d B n  1966, whlbe the- East European countries 
'hsive sqaetfmt fmproved Y l 2 . t ~  perfc-mance a f t e r   t h a t  year. 
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16. This overa l l   dec l ine   in  Communist economic aid 
deliveries  during  recent  years should not, however, hide  the 
fslct %hat i n  some cases   del iver ies  have  not  only  con+;inued a t  
their   previous  level  but have  even  been  stepped up. In   addi t ion 
t o  a somewhat reduced, but, nevertheless,  important, flow of 
Soviet a id  t o  the  UAR, India  and  Afghanistan,  deliveries t o  
Iran and  Algeria  gathered  speed,  whfle  those t o  Syria and 
Somalia were reactivated,  SBmilarly,  East European de l iver ies  
t o  I r an  and Syr i a  were added t o  the constant f low t o  more 
t rad i t iona l   rec ip ien t   comtr ies   such  as the UAR, India and 
Indocesta (wheze aid from other  Communist sources  had  faded 
away), Communist Chinese linafn a id  recipients,  such as Nepal, 
Cambodia, Ceylon  and Yemen, continued t o  draw s t ead i ly  on the 
credits  extended,  but an accelerat ion in the pace of de l iver ies  
t o  Pakfstan and t o  some African c o m t r i e s ,  such as Tanzania, 
was noticeable, 

17, The general   d i rect ion of economic aid de l iver ies  
during  the last  three  years  has not.undsrgone any major change. 
Fmm the Soviet Uriion, more than half of t o t a l  aid de l iver ies  
went t o  m e  gastern  countries  (mainly  the UAR and, more 
recently, Iran) . A s  before,  one-third went t o  Asia (India, 
Afghanistan) and  about 15$ to Africa  (Algeria, Somalia). The 
geogrsphfsal  dist2fbution o f  a id  f rom an  sources 
follows closely the p a t t e r 3  s e t  by the 
6o”/j went t o  Niddle  Eaatern  countries (UAR, Syria ,   I ran) ,  
roughly  one-third t o  As9a (mainly India  and Indonesia), and 
about 6% t o  Africa (Ghena, Guinea, Tunisia,  Algeria);  token 
mounts went t o  B r a z i l  and  Argentina. Economic a id  de l iver ies  
3y Comunist China have ra ther   d i f fe ren t   des t ina t ions :  more 
thp.=- em are  concentrated on Asian  countries  (Nepzl, 
Pakistan, Cambodia, Ceylon), Most of  the  other  half goes t o  
Africa  (Tanzania,  Algeria),  while, i n  the  Xfddle East, Yemen 
remains -the main t a rge t  of Chinese aid. In  consequence, 
although t o t a l  Chinese de l ive r i e s  amounted t o  less   than a 

- on: near ly  

ULVap 

b uer t e r  o f  the  Scviet  ones, i n  a number of African  countries 
onzania, Zambia, Uganda., Mauritania,  Mali) and i n  Neyal,  

they  exceeded  the f low o f  Soviet aid. 

18. Althoxgh detciled  icforaati .cn on the  composition o f  
Communist a id  de l iver ies  f a  Bcarce,  according t o  Soviet 
sourues, about 70% o f  de l fver ies  from the USSR concern  heavy 
industry.  Ferrous  and”i%ous  metanurgy, hydro m d  
$hemal  power? engineertng  and  metal working have t r z d i t i o n a l l y  
:been the  sectors   specizl ly   favoured by Sovie t  aid.  Light 
(industries,  transport  and communication, ag r i cu l tu ra l  
equipment,  account f o r  obout 2076, while  the  remaining lo$ 
consists  mainly of de l iver ies  o f  commodtties and foodstuff,  
non-project  technical  assistance, 2nd f inanc ia l  aid,  such as 
funding of  t r ade   de f i c i t s  or cash  loans.  East  Eur-eean aid is  
spread  in   smaller  amounts over a l a r g e r  vai3-f pr%FtZ, 
and deliveries  under economic aid  agrecnents f o l l o w  closely 
”ce foreign  trade commodity pa t t e rn  o f  these  countries. 

N A T O   C O ’ N F I D E N T I A L  .- 
-21- 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E

http://icforaati.cn


c. 

N A T O   S E C R E T  

- 22 - C - M  (70) 42 

GRAPH III - G R A P H l Q U E  111 

CONTRIBUTION OF VARIOUS  COMMUNIST COUNTRIES IN  TOTAL COMMUNIST AID TO THIRD WORLD 

CONTRISUTION  APPORTEE  PAR LES DIVERS  PAYS COMMUNISTES A  L 'AIDE COMMUNISTE AU TIERS-MONDE 
- 

( 1  954 - 1969) 

EXTENDED - ENGAGEMENTS 

TOTAL 1954-1969 
$ 10.447 mil l ion 

(1 00) DRAWN - TIRE 

TOTAL  19561969 
$ 4.425 mil l ion 

(43 % o f  extended) 

SHARE OF EXTENDED  AID  ACTUALLY DRAWN 
POURCENTAGE  DE  L'AIDE OCTROYEE QUI A € T E  EFFECTlVEMENT  TIRE 

U S S R  - U R S S  
TOTAL  1954- 1969 

Extended - Engagements : 
6,5 bi l l ion 

(1st. ~ ~ r o p e f i  

'Ur .  de ! '€ 

EAST. EUROPE - EUR. D E L ' E S T  
TOTAL 1954 - 1969 

Extended  *Engagements 
2,9 bi l l ion 

C. CHINA - CHINE C. 
TOTAL 1954 - 1969 

Extended - Engagements 
1.1 bi l l ion 

\ 

inutilisé 
jusqu'ici  
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Deliveries o f  l i g h t   i n d u s t r i a l  equipment play a larger   r81e 
than i n  Soviet a i d ,  Eacl~ o f  the East European countries 
e x p o r t s ' i t s  own special   range of c a p i t a l  goods,  Por instance, 
Rumania, apar t  from l igh t   . i ndus t r i a l   cap i t a l  goods and 
a g r i c u l t m a l  machinery, has concentrated on o i l  exploration 
cnfi explo i ta t ian  equipment;  Czechoslovakia on machine building, 
t e x t i l e ,  shoe  production mi! food processing equipment  and 
plants. Communist Cnim has been interested  in   labour   intensive 
projects.  l-nng, experfmental   agricultcral  schemes) 8s 
well as . in   del iver ies  of  r i gh t   i ndus t r i a l   p l an t s   ( t ex t i l e ,  
food processing, cement) and i n  i t s  e f f o r t s  Lo outbid  the 
Sov.iet Unfon, has not   hes i ta ied  t o  extend commodity loans o r  
even cash t o  a number of count-.r.€.es-..where the USSR had shown 
some reluctance t o  provide thfs  type o f  f inancial   assistance.  

(d) Technical  Assistance Ipy.. 

19. Apart from the  role   played by technicians employed on 
development p r o j e c t s   i n   a s s i s t i n g   t h e  a id  recipient  countries 
%O absorb  capital  investments  delivered by Communist countries, 
increasingly  large numbers of  teachers,  advisers,  planners and 
doctors h.5t.e been sent  in  recent  years,   mainly t o  African 
coun-krrieb, t o  assist i n  non-project work, Contrary t o  Western 
practice,  Communist technical   ass is tance is seldom provided on 
a grant  basis, A l l  costs,  including  sakaries,  allowances 
t rawl ,  medical  care  and  .insurance,  are  considered as par4 of 
the  cost  of  the   p ro jec t  t o  be  reimbursed with i n t e r e s t  under 
the  conditions  governing the Communist loans. Non-project 
personnel f o r  which the récipient   country has t o  pay a re   sen t ,  
under spec i f i c  agreements, o r  even, as in   the   case  of East 
Earopean technic ians   a t  work i n  Libya and Tunisia,  under 
oorrslercial contracts. The only  exceptions t o  this ru l e  of 
debit . ing  the  cost  of t ecb- ica l   ass i s tance  t o  the  recipient  
count ry  are   those   resu l t ing  from ?"gifttp projects ,  which only   in  
the  Chlnese Commurist aid progrsmme have any significance,  

20. The number of c iyi l ian  technicians a t  work i n  
developing  countries has s teadi ly   increased Over the  years, as 
the  volime of a id  de l iver ies  expanded from 1354-1964, 
However, when t h e   l a t t e r   s t a r t e d  t o  dec l ine   in  1965, t he  
sending  of'non-project  personnel  allowed Communist technical 
assistance,  En terns  of numbers o f  t echnic ians   a t  work i n  
developing  colmtries, t o  grow f u r t h e r  and t o  reach i t s  peak 
i n  1966, when an estimated 22,200 c i v i l i a n   s p e c i a l i s t s  were 
reportedly a t  work i n  a t  l e a s t  34 different  countries.   Since 
then, this number has ténded t o  l e v e l  off a t  about 27.,200 i n  
1'367 and 20,900 i n  1968,  altbough  spread  over 43 corntries.  
Curing  the f i r s t  half of  1969, the t o t a l  amber  of Soviet 
experts  continued t o  decline,  mainly as a r e s u l t  of the 
termination o f  a new atage of work a t  the Aswan Dam i n  Egypt, 
bu% this was more than compensated by increased numbeTs o f  
Chinese  labourers and a modest  growth in   t he  number of 
technical  assistance  personnel from Eastern Europe. The 
overa l l   r e su l t  was that  t h e  nianber of  technicians from 
Comunis-t countries a t  w o ~ k  by mid-1969 reached  21,585, a higher 
f.igure th= in 1357, but Selow the 1966 peak, DJring 1369, 
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o n l y  43$'0f  this  personnel  (9,285)  consisted of Soviet 
citizens,'one-third (7,385) came from  Eastern  European 
countries,  and  nearly  quarter (4,905) from Communist  China. 
Thus, in  comparison  with  the  volume of aid deliveries,  the 
technical  assistance  component  plays a larger r8le in East 
E-wopean  and,  more  in  pr;?rt.icnlar,  in  Chinese  aid  programmes 
than  In'that of the  Soviet;  Uaion.  It  should be noted, 
k.,owever,  that  the  figure f o r  Chinese  technicians  includes  large 
rabers of labourers in charge of  construction  works  (road  and 
railroad  building,  for instame) whose  technical  skill  can 
hardly be  corngared with techaicians in the  Western  sense  of 
the  word. 

21. The heavy  concentration of techniciam in a few 
countries  has  been a comtant feature of Communist  technical 
ass.istance  programmes, but the  selected  countries have been 
changlng  over  the  years,. Yhile, in 1962,  one-quarter  (2,365) 
of the  civilian  assistance  Dersonne1 f rom Communist  countries 
was located  in  nine  Afr.icm*countries, 3y the mf.ddle of  1969, 
aore than  half ( 3 . 1 9 s l  of the  total  were reportedly a t  work 
in 22 African cduntrieso  Algeria (2,8201, Libya (1;970), 
Ikaniaia' (1,640) and  Mali (1,380), In the  Middle  East,  where, 
fn 1969$ 'nearly one-q-mrter of all the tecEmans' were 
occupfed,  the  reduction of  those  in  the UAR (2$000 kn 1967; 
1,200 in 1969) was partly  compensated b increased nwbers in 
Iran'(from 800 in 1967 to 1,385 in 1969 3 and Irzq (from 850 
to 1,040). Syria kept ,its nmber of  Communist  technicians  at 
755, In Asia, the figure for L969 (4,860), representing 
roughly o x i f t h  of the'total, shows a marked  decline  since 
the  peak  reached  in 1966, as a result  either of the 
completion of various  important %.id projects, as in  India, 
Afghanistan  and  Nepal, or of the  political  decision  taken  by 
Asian countries to reduce  Communist  aid (Buma, Indonesia). 

22, The  country  employfng the largest  number of Soviet 
technic.ians  in l969 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  developine  countries, 27% were  located  in  six 
MSdd3.e  Eastern ccuntrles ?Iran, UAR, Iraq,  Syria,  Yemen and 
South Yemen), where  they  are  mainly  employed on development 
pro3ectsr (1,000 of them  had been working  till  the end of 
1968 on the  Aswan Dam in Egypt,  several  hundreds  on a gas 
plpeline  to be built in Iran, and  similar numbers on the 
Euphrates Dam in  Syria).  Large  groups of Soviet  civilian 
personnel  were  still  at worlc in  India  and  Afghanistan, 
notw5fn.slanding a noticeZ3le  reduction  over  recent  years. 

an  technical  asszstance  was  heavily  concentrated on 
absorbed 2Imi.1-k 72% of  all East  European  ex  erts: 

particul,ariy  Libya (1,9'j '0)t Tunflsia  (1,430)  and  Algeria 7720). 
In Libya  and  Tunisia,  the  majority  of  them were employed  as 
sk i l led  lzbourers,  technfcaJ. or medical  personnel  not  linked 
to a specific  economic a id  project,  Some 55% of the  Chinese 
&chnicians and  labourers  were  located  in  four countrzs of 
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equatorial   Africa:  Malt, Tanzania., GlJinea and Zambia. Large 
contingents of Chinese  carried  out  preparatory works f o r  the 
Tanzanian-Zambian railway, and others were assigned t o  
agr icu l tura l  development p ro jec t s   i n  Mali. Most of t h e   r e s t  
of the  Chinese technical   ass is tance teams were working on road- 
bui lding  in   Pakis tan (1,000), Nepal (560) anil Yemen (400 and 
smaller groups on var ious   p ro jec ts   in  Congo (Brazzaville ! , 
Ughenistan,  Mauritania,  Algeria and Cmbodia. 

23, A s t r i k i n g  fes-bure o f  Communist technical   ass is tance 
has been i t s  growth independent of a id  deliveries.  Libya i s  
an  example o f  this .  Unti l  mid-1969, the  country d i d  not 
accept  any  credits from Comnunis%.,count-ries, but  technical 
assfstance  personnel were sent   in   increas ing  numbers from the 
East European countries, so that ,  by that  time,  one-quarter of  
a l l  the i r   na t iona ls  engaged on technical  a i d  i n  develetpbg 
countries were working the re  - the l a rges t  group o f  East 
European technical  personnel i n  any single  country.  In this 
wny, a ce r t a in  gap i n   t h o  system o f  East European economic 
a i d  t o  t h e  Euslim countrfes   s t re tching from Algeria t o  Pakistan 
has  been  f i l led.  

24, On the whole, technical  assistance  personnel from the  
Soviet Union and the  Enst Lkaropean countries  have been 
fcvourably  regarded by the  beneficiar ies .  They have  been 
pra ised   for   accept ing   d i f f icu l t  working  conditione, f o r  t h e i r  
perfomname in   enerc l ,  a i d  f o r  avoiding open proselytism of 
the Communist r 8 gimes.  Concern was, nevertheless,  expressed 
.in some cases  about the l a r g e  numbers of  Soviet  technicians 
needed t o  implement a project ,  and the   f inanc ia l  burden  entailed. 
Chintz h m  been  extending  technical  assistance with less   cau t ion  
than  the  Soviets,  Chinese  personnel  have  been  used on 
pro jec ts   requi r tng   less  s k i l l  and more hard labour. "here is a 
suspicion  that  Chinese  labourers  sent abroad may be  tempted t o  
engage . in  cruder foms o f  propaganda,  but i n   t he  few cases 
where the withdrawal o f  l abour  was actually  requested (Burma 
and Indonesia), t h i s  was, no doubt,  the  consequence o f  the 
deter iorat ion of  p o l i t i c a l   r e l a t i o n s  with China r a the r  than 
its cause, 

25, TIe Communist cotarmtries have certainly  gained 
p o l i t i c d   b e n e f i t s  by sending  technical  assistance  perscnnel 
cbroad. The Western monopoly i n  this fie1.d has been  broken, 
and C o r n m i s t  ideas and technical  achievements  have been 
demonsfrxbed In countries where their   exis tence were hardly 
known of  previously. Among the  beneficiaries,   contact with 
Sovfet and Chinese  techaïaians and labourers  generates mixed 
feel ings towards Communist . i n s t i t u t ions  and t h e i r  system of 
values, Competition  between  the two major Communist powers 
h m  been detrinent31 t o  both, Nevertheless, as d i f f i c u l t i e s ,  
delcys azd ine f f i c i en t   u se  of equipment delivered  are  generrrlly 
blmed on the donor  country,  regardless of the  share o f  
respons ib i l i ty  o f  the  rec.ipients,   technical  personnel have 
played r? rmjo r  r81e i n  esthblfshing  the  reputation o f  Communist 
economic a%de l?-iuthemore,  these  experts and s k i l l e d  
technic.ians have b u i l t  up -Tmportamt personal   re la t ionships  wit11 
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indiv.idur?ls o f  the h o s t  countries,  who may, a t  a l a t e r   d a t e ,  
occupy leading  functicns .in their   respect ive  countr ies :   the  
Soviet Union is known t o  h m e  made spec ia l   e f for t s  t o  place 
personnel as advisers t o  i n f l u e n t i a l   o f f i c i a l s   i n  key 
minis t r fes  and on importcnt  projects.  Although  careful t o  
,?;void the  appearance of engaging in   subvers ive   ac t iv i t ies ,  
technical  assistance  personnel from the Communist world are 
undoubtedly  exerting  influence  in  directions  favourable t o  
CommunSst aims, Back home, the  experience  gained by this 
peysonnel  can, in   tu rn ,  be  exploited by the Communist foreign 
a i d  policy makers t o  improve their  understanding of the 
actud.  problems  facing  the  various  developing  countries. For 
these  reasons$ it  i s  likely that technicians w i l l  coxltlnue t o  

o f  personnel  relative t o  o ther  forms of aid will grow, 
~ .- be sent abroad in   increas ing  numhers.cwd.-:that the  import.azl@e . .Y. <-. 

c 

(e)  Academic students and technical   t ra inees  

26. Since  1956,  var.ious  technical  training schemes have 
-.W 

been  organized i n  Commuais% countries f o r  s k i l l e d  workers, 
techniciam and administrative  personnel from developing 
countries; on t h e i r   r e t u r n  home, these  people will be employed 
on p ro jec t s   s e t  up with cxmnomic a i d  from the Communist 
countries, I n  1968, out of  a t o t a l  o f  about  1,650,  including 
1,500 new' a r r iva l s ,  70$ ccme from the UAR, Afghanistan, Iran 
and India, where the Commurzist countries  have major projects  
vader wcq, .  Since  the s - b a t ' o f  this type of technical 
a s s i s tmce ,  an estimated 18,000 nat ionals  from developing areas 
benefited from such  training programmes  by the end of  1969. 
The Soviet Union has ini-t iated  the  buildlng o f  technical 
t ra ining  faci l i t ies   inside  the  developing  countrfes ,  During 
the  lcst few years: 20 technical  trzining  establishments 
have s o  f o r  been b u i l t  by t h e  USSR and a fur ther  20 a re  now 
under  construction, most of them located i n  countries where the 
Soviet Union has undertaken major projects ,  

27. Compared with %he  1,650  technical  trainees f rom 20 
different  developing coLlsl%-%ies, about 16,000  academic s tuder t s  
from 76 different   countr ies  were reportedly  following more 
prolonged  s tudies   in   the  Commun~.st . , - .@o~~-~es.  So f8r, 
Coriunuaist programmes f o r  academic students have enrolled  about 
33,000 students, of which some 70% have been t ra ined   in   the  
Soviet Union, Communist China, whose academic t r a in ing  schemes 
hcve been prac t i ca l ly  abmdoned  since  the  cultural  revolution, 
accepted no new students .in the  years  under  review, The 
number o f  students  going eo t h e  USSR has  decl ined  over   the  las t  
feirJ years'as Moscow aims apparent ly   a t   l imi t iag   the  number t o  
11 000-12,000, the  level   réached  in  1965. Although more 
seiect . ive  than  in  the  pest ,   the  Soviet  programme continues t o  
accommodate a number o f  those  students who l a c k   t h e   f i n a m i a l  
and  educatfom prerequis i tes  f o r  en t rame  in to  Western  high 
schools  and  universities.  Half of  those s o  far  t ra ined  came 
from African countries, 2:bou-t one-quarter from the  Middle East, 
about one-sixth from Asia, and the  remaining  one-tenth from 
Latin America. 
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28, The educational programmes aimed a t  t ra ining  s tudents  
from developing  eountrias f n  Ccmmunist countries  appear  to  be 
y ie ld ing   less   sa t i s fac tory   resu l t s  from the Communïst point of 
v.iew than sending  experts abroad. Indoctrination  courses  have 
had to be  discontinued  in some cases   a f t e r   o f f i c i a l   p ro t e s t a ,  
Students  have  complained  about  language  difficulties,  poor 
l iv.ing  conditions,   se 'vere  security  restrictions and r a c i a l  
segregation, Some of theae young people  seem,to  have  been 
dis t l lusioned by the  contrast  between ideals  and Soviet   pract ice  
or even by the  educations1 programmes offered a t  the Communist 
academic in s t i t u t ions ,  The impressions  gained by these 
students i n  the USSR and o-i;her East European countries  could 
well temish the  image of Communist societ ies   prevalent  i n  
developing  countries.  IVeverthehsa,... it. ..c+eems unlikely that 
extended  perio'ds of  exposure t o  Communist environment would not 
leave some pos i t ive  marks, Personal   l inks  are   created and 
many students w i l l  r e a l i s e  that  they  have  obtained  an  education 
which otherwise would have  been  denied them,  However, the 
r a the r  poor results  achteved by their   educat ional  programmes 
will probably  inauce the Communist foreign  a id   pol icy makers 
not to i n c r e a s e   t h e i r   e f f o r t   i n  this f i e l d  above the  present 
levelas  On the   other  hand, the  bui lding of educational and 
t r a i n i n g   f a c i l i t i e s  i11aid.e the  developing  countries is l i k e l y  
t o  be in tens i f ied ,  

B;. 'PH33 fIBURIIENll OF ECONOIUC AID ON THE COr4NUNIST ECONOMIES - 

(a)  Share o f  GMP &voted t o  economic a id  t o  the  
non-Comn;vir,fst woxd i-it c o m t r z s  .py 

29. A commonly used way o f  expressing  the "aid burden" i n  
s taLis t ica l   t e rns   cons is t s  .in comparing the t o t a l  value of aid 
de l iver ies  t o  the  overal l   resources   avai lable  t o  the donor 
corntry zs measured by .its gross national.  product. Thus, a t  
t he  second UITCTAD meetfng .in New Delhi  (Earch  1968),  the "one 
percent of GNPtD t z r g e t  t o  be devoted in   the  indcls t r ia l ised 
c o u t r i e s  t o  the  net  flow of f inanc ia l   resources   pu t   a t   the  
disposal  of  the  developing  countries was generally  accepted by 
Western  cow.tries,  although  the  time  period a t  which this goal 
should be  reached was not  dec€de-d....".T'lie;,~lculateon o f  ';the 
percentage o f  GNP a t  market prices  devoted t o  economic de l iver ies  
is  ccmplicated in   the   case  of Communist c o u t r i e s  by t'ne f a c t  
that neither  the  actual  disbursements for a id   de l iver ies   nor  
the  aggregate   f igures   for  GHP a re   o f f i c i a l ly   r e l eased .  For 
the  GBP f igures ,  this repor t  has had t o  rely on US es t imates( l ) ,  
Only a rough indicat ion of t h e  magnitude of ac tua l  a i d  
de l ive r i e s   i n   r e l a t fon  t o  the  sgze of  the  resources o f  the  donor 
countries is attempted. 

(l) US Congress - @'Joint Xconomic Committee: Soviet Economic 
Performance: 1966-1967It, pages l6 and 119 
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30, I n  o rde r  t o  evaluate summarily the impaet on the 
economics o f  donor countries o f  a id   del iver ies   during a given 
period,  account has t o  be  taken o f  the reimbursements made i n  
that  per.iod by the  recfipient  countries.   In  calculating  the 
%et'! m o n t s  of  aid  delfvered by Communist countr ies ,   the  
importance of  repayments by less-developed  countries o f  
pr tncipal  and i n t e r e s t  is all t he   l a rge r  as trgrantslr play a 
negi igible   r81e  in   their  a9d programmes. According t o  the 
Cornmunist concept,  the  value o f  a l l  the  a id  delivered should 
be  repaid i n  due course.  IfGrantsff  represent  merely  105$ o f  
t o t a l  Soviet; economic zid commitments s ince 1954,  and less   than  
0.5y0 of East Emropean extensions. Only i n  Chinese a id  do 
grants  have some significances 14.0% of t h e  a i d  extended 
appears t o  have  been f r e e  of ,.reimbursement., .The. only  ?grantsrr 
recorded during 1967-mid-l969 were those  extended by  China t o  
the  UAR ($21 mil l ion)  and t o  Mepal ($2 mil l ion) ,  and a minor 

, g i f t  offered by Bulgaria t o  the UAR (valued a t  $0.1 mil l ion) ,  
Since 1954, only 3% of Communist 'aid extended t o  developing 
countries has been i n  t h o  fomn o f  grants f o r  which no 
repaymgnts of  prfncipal  o r  . i n t e re s t   a r e  expected;  the  remaining 
g"$ has t o  be repaid, 

. " 
.%. .- 

31, A s  cumulative  deltveries  xnder  credit  conditions 
have  been  growing repaymenCS increased markedly. Data on 
repayment of  Communist l o a n s  are   not   readi ly   avai lable   but  can 
be  estimated on the   bas i s  of  the  duration and t h e   i n t e r e s t  
ra tes   appl ied  by these  countries.   Ike normal  duratlon for 
which a Soviet  loan i s  extended 5s 1 2  years, with a one year 
grace  period. But, whercas ' in  the past longer terms had 
sometines been  provided f o r ,  as i n  1963 when 18% of the loans 
extended'were f o r  periods of more than l5 years and l e s s  than 
25 years, s ince  1965 shorter periods  have become l e s s  
exceptional as ltcommercial credits",   generally f o r  f i v e  t o  
sevcn  years, and occas io id2y  up t o  ten  years,  have  been  gaixing 
i n  importance, East mopean   coun t r i e s  have termded t o  adopt 
similar conditions f o r  the amor t i s a t ion  of  the i r   loans ,  
Cornmis t  Chinese  loans are apparently  extended f o r  longer 
periods (15-20 years). P r t o r  t o  1965, the  average  ra te  of  
in te res t   appl ied  on Soviet l oans  was -about 2.5%. Since  then, 
higher rates have  sometimes b e e n - - a ~ ~ . e d - - . ~ 4 s n , : ~ ~ e ~ ~ i ~ ~ ,  c red i t s  
up t o  4%) bringing  the  wighed  average  ra te  of  i n t e r e s t   t o  
about 2*8$. The East Emopean  countries  have  been movi2g i n  
the  opposite  direction:  before 1964, the  weighed average  rate 
wcs above 3% ( i n  1963: 3 . 2 $ ) ,  but  has  since  levelled o f f  t o  
about- 2,8$, All known Chinese  loans  are  reportedly  interest-  
free. 

32. It has been  calculated that scheduled  cumulative 
repayments of  Sovie t   loans   s ta r t ing   in  1959  amounted, a t  the 
end o f  1968, t o  between $825 mfll ion and $850 mfllion. O f  
this to ta l ,  some $165 mtllion-$175  million fell due i n  1968, 
Three-quarters of these sums represent repayment  of pf inc ipa i  . 
and one-quarter  interest ,  It is  d i f f i c u l t  t o  determine t o  
what extent such  repayments were met on schedule,  but f t  i s  
~ O W A  t h a t ,  i n  some cases,  rescheduling has been  requested by 
debtor  countries and accep-bed by the   c r ed i to r  Commuxist com'~r-ies. 
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The to t a l  indebtedness  of  deve loping   count r ies  is  t h o u g h t   t o  
have  amounted, a t  the  end of 1968, t o  approximately $1.9 
b i l l i o n  vis-%"is the Soviet   Union,   $0.6  bi l l icn .;Tis-&-vis 
thc East European  countries,  and $0.4 b i l l i o n   v i s - & - v i s  
Communist China,  Since t h o  Western  concept of Itnet" f low of 
a.id i s  taken t o  mean gross disbursements less repayments of 
p r i n c i p a l ,  the n e t  flow of  S o v i e t  economic a id  to   developing 
coun t r i e s  of  the non-Communist world may have   dec l iced   over  
the las t  f i v e  yea r s  as follows: 

f 

TABLE I 
" 

Flow of Sovlet  Ecoaomic Aid to   deve lop ing   coun t r i e s  - e #on-~m* war. ..a , a.,. .. . -. . -- . .  

Year 

1964 
1965 
1966 
1967 
1968 

Gross 
disburse-  

ments 
( m i l l i o n  

$1 

376 
356 
327 
292 
252 

Estimated 
repayment 

O f  

P riincipal 
m i l l i o n  

. . _. . - - 

65 
80 
110 
1 1 5  
120 

rrNettf flow of Sov ie t  
Economic Aid 

as $ of 
GNP 

I 

0.10 
0.08 
0.06 
0.05 
0.03 

53. For  1968, the n e t  flow o f  o t h e r  Communist c o u n t r i e s  
has been estimated as i n d i c a t e d   i n  the fol lowing table. 
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TABLE 2 

Flow of Economic Aid fn 1968 from Communist countries  other 
thsn t h e  Sovie-& 6" q - .  t o  developi -cow;t'llTés of 

the non-comm_lmis t WO 
" C -  .. 

,+ 

Soviet Zone o f  

34, Ln view of the above estimates, it i s  not  surprisihg 
that the  Communîst cow-tr ïes   re jected  the UNCTAD "one percent 
of GNP" t a rge t  on the grounds t ha t  underdevelopment was the 
cowequence of  colonialism and that the Western wor ld . ,  being 
solely  resyonsible f o r  this situation,  should now have t o  pay 
i n  o r d e r  t o  help  the  developing  countries t o  overcome the i r  
problem, The adoption  of ' the UNCTAD proposal would have 
meant  %he need t o  increase ,   a t  least  twenty-fold,  the  aid 
e f fo r t  of  the  Soviet  UnSon and the  Soviet Zone of  Germany, 
sixteen-fold  that  of  Poland  ana ëleveri-fold t h a t  o f  
Czechoslovakia o r ,  a l te rna t ive ly ,  t o  claim tha t   t he  GMP of the 
most acvanced. Cornmis t  countries is very  small   relative  to '  
comparable  Western comJtrieso 

35, The burd-en of economic a i d  t o  developing  countries 
of  the non-Commwist world is fa r  frm heavy i f  measured as  
a percsntage of  nat ional  .income. There is, however,  a notable 
exception t o  this general isat ion:  Communist Chlna is the 
on ly  less-developed  country i n  the world which extends econoEic 
a i d  t o  nations whose per   capi ta  incomes are  often  considerably 
larger   than i t s  own. In addi t ion ,  s ince  China cannot compete 
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..I 

with the   o ther  Communist co rn t r i e s   i n   t he  volume of  a id  
deliverfes,  she  has n o t  hes i t a t ed  t o  o f fe r  fa r  more generous 
te rns  thsln those o f  the  wealthier Communist cowt r i e s   (g ran t s ,  
interest-free  lozg-term loans). Compared t o  t he   s f ze  of  her  
economy, "ce burden i s  small, though i n  1968 heavier  than that 
borne by the  Soviet  Union. Given the  very low standard of' 
l i v i n g  of  her  popul.ation and the  countless  needs f o r  i n t e rna l  
development,  Chinese a id  must be  viewed as  an  expensive 
e f f o r t  t o  claim leadf rsh ip  of  the  underdeveloped world. 

36@ The a id  commitments o f  the  Soviet Union can  hardly 
be cons.id.ered as  a bu.zCen s ince   the  CeLiverPes a r e  f a r  from 
large a d  do not   en ta i l  the most technical ly  advanced 
eqcitpment, Occasionally  sgecific  Industries,   such .as the 
heavy  equipment  producing  .in&wtry,  might  have f e l t  a 
temporary  pressure t o  meet Cile necessary  del iver ies ,   but ,   in  
the main t h e   p ~ o g z m e  c m  be  considered as an  appendix t o  
foreQn trade. It is a standing  t rade  pract ice  that  exports 
o f  heavy  machinely, eq,uipment o r  complete plants  should be 
delfvered xmder lcng-tern credit   conditions.  Il'nis concept is 
reikzforccd by the  !vaid ty.',ngP1 procedure, a permanent fea ture  
of Cornmist  afd, according t o  which p rac t i ca l ly  a l l  Communist 
developaent a i d  agreements  provide f o r  the  delivery of  goods 
and s e m i c e s  t o  be  purchased  exclusively i n   t h e  donor  country. 
Foreign Cid can  only  be  comidered a "cost t i  t o  donors t o  the 
extent that the  aid-financed  exports  take  the  place o f  exports 
tvhlch would otherwise have  been sold elsewhere o r  a t  l e s s  
advantageous te rns  f o r  the recipient,  Soviet  lcng-tern  credZts 
have, on the  contrary,   acted as an  incentive f o r  increased 
t rade  wZth the  developing  countries. 

. . ... 

37, Naverthelens,  current  Soviet  domestic  needs  night 
compete wtth the requirclzlents of  developnent a id  p rogrnaes  
whemvcr the problem o f  a l loca t ion  of resources becomes  more 
acute, cl1 the more s ince  "ce sectors  supplying  the a id  
programes might  be precisely  those where domestic  needs a r e  
most seriously  felt:  clmmicals,  metallurgy,  engineering, 
e l e c t r i c  power ir,dustrfes and complete fac tor ies  f o r  consuuer 
goods, MSLitary  and space progranmes  nay further  reduce  the 
nwber  o f  o p t i o n s   l e f t  f o r  donestic  civiilian  ceëds and 
foreign aid,  There has been c r i t i c i sm about the  choice o f  
countries  selected f o r  a i d  2nd about  the  slowness i n  completing 
projects ,   In   other  Commmist countrfes,   there has also been 
some'crf-ticism of  Soviet a.id t o  non-Communist countries; i n  
fact ,   events have shown that Soviet   pol i t ical   inf luence  has  
no t  alwayIs been  maintained  despite  substantial  outlays. 
Fur-bhermore, the  technical   ass is tance prograame deprives  the 
Soviet Union of thousands o f  ski l led  technicians and 
engineers working abrocd, while  large numbers o f  students from 
developing  countries are talclng  advantage of academic 
f a c i l i t i e s  and  housing accommodation sometimes denied t o  
Sovilct  youth. A l l  these   fac tors  may a t  times generate 
discontent  incomensurcte with the   r ea l  econonic cost  of the 
p r o g r m e ,  f o r t  i n   t e r n s  o f  economj-c capacity, t h e  Soviet Union 
could, i f  it wished, increme subs tan t ia l ly  i t s  foreign a i d  
effort  i n  -the non-Communist developing  areas. 
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'38, b o c g  East lhzopesn  comtries,  Czechoslovakia is by 

fcr the  nost   cunnitted t o  ecommic &.d. East 
European comtzy t o  e n t e r   t h e   f i e l d   ( i n  1955). It i s  
providing ecocornfc a i d  t o  a lal*ger number o f  individual 
developing countries than m y  other  donor country i n  that  grotl-p, 
Its tg;tal ccmi*tnen!Cs ]In absolute   terns  exceed  those of 
covntries with l a rge r  econbnic  resources, such as Poland o r  
the Sovtet  Zone o f  Germmy, and I ts  del iveTies   in  1968, on a 
per   capi ta  b&sPs, o r  as Q percentage of  G N P ,  a r e  more than 
twZce those o f  the  Soviet Uxlion. Even s o ,  i t  does  not seem 
that delfver ies  t o  non-Commist w o r l d  inpose  severe  strains 
cn %hhe Czechoslovak ecormoEy, Nuch o f  what has been said about 
the inpsct  of a id  on the Soviet er=enqqy . i s . . . app l i cab le . . .~ -  
Czechoslovakia, i n   pa r t t cu la r ,   t he   e f f ec t  o f  a i d  as a stimulus 
t o  exports o f  cap t t a l  ecpipacnt. The poor. performance of the 
Czeebcslcwk economy d w h g  t he  past few years ,   in  comparison 
wiCh other  East Ebropecn c o u t r i e s  which do not   offer   a imilar  
mounts'of PoTeign aid, and t he   r e su l t i ng   d i s sa t i s f ac t ion  have, 
however, exacerbated %he undercurrent o f  resentment  against  the 
alleged burden o f  f o m i g n  economic aid, An additional  reason 
f o r  discontent  resxilted from t he  growing awareness that, if 
not  directed by Noscow, the  fo re ign  a i d  programme of  
CzechosPwakfa was l a rge ly  .inspSred by i t ,  while  urgent 
donast?-c nse?-s reqEired a ser ious  reor ienta . t ion  in   the 
a l loca t ion  of resourees. 

39, The impact of economic a i d  t o  developing  countries 
of  t h e  hor=-Conmwist world on the  econonies o f  Poland and 
i-It=n&.ry, which are   the  next   largest   sources  o f  ac tua l  Communist 
aLd, is less  important than pers i s ten t   p ress  and other   reports  . 
o f  public  resentment would warrant, The Soviet Zone of  
Gemmy, opmt  from some sjmcific  efforts  undertaken f o r  
poli t iccl .   prestige  reasons,  hm avoided  getting  involved  in 
cny la rge   sca le   fore ign  a i d  programmes, Although the Zone is  
economicsily  the most  cltvmced  anong  the East Enropean 
countries, it devotes c s m l l e r   s h a r e  o f  i t s  resomxes  than 
the o ther  industr:alised Essi; European  countries t o  aid. A 
possible  explanation f o r  t'nia s ta te  of  a f f a i r s  may be  found in 
that he r  prod-Action of  c a p i t a l  .goads ..is o f  d i r e c t   i n t e r e s t  .,to . 

the  Sovlet  Union, which already absozbs the  bulk of  the Zone*s 
exports 5x1 this f i e l d ,  and î n h i b i t s  -%e USSR t o  exert   pressure 
on the  Zme f o r  a l a rge r   pa r t i c ipa t ion  i n  the East European 
economic aid e f f o r t  t o  developing  nations, 

40. Neveztheless, when evaluating  the  l1costt' of economic 
a id  t o  Co.munis-t donor c o u t r i e s ,  i t  should  be  borae i n  mind 
that  such aid i s  never  conceived o f  by i t s  au thors   in  
f.fr,anc.Pc?l terns.  WreditsP'  extended  by Communist countries, 
although  generally  exyrcesed  in  roubles o r  occasionally In 
the   nat ional   currency o f  the  recipient   country,   are  mmely  
indioat îve  of   the  volume of  mater ia l  goods t o  be  delivered, 
the ttrepeymenttf  of which wf l l  a lso be i n  the f o m  G f  material  
goods, The a v a i l a b i l i t y   i n   t h e  Communist donor  country of  
"atd goods", mainly c a p i t a l  equipment, t e  it l imi t ing   fac tor .  

N A T O   C O N F I D E N T I A L  

-33- 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



. 

4 

N A T O  C O N F I D E N T I A L  

-34- C"{ 7% 
Such goods a r e  produced  clccording t o  plan, and it r a r e l y  
happens that  t'ney  become avei lable   incidental ly ,  as the 
r e s u l t  of the  plan  overfulfi lment  for  instance.  O f  course, 
economic calculations may hzve t o  give way t o  p o l i t i c a l  
considmations cnd, in   o rdcr  t o  take  advantage of  an 
opportmfty that has p resen ted   i t s e l f ,  i t  may be  decided t o  
diver t  equ9pmext from i n t e r n a l  t o  external  use.  Such 
d-evelopaents, however, mzy have disrupt ive  effects   out  of  

-pmport ton t o  the  "roubleft  value o f  the  goods involved. It 
i s  indeed  one o f  the main charac te r i s t ics  o f  the  command 
planning  system that resources  tend t o  be fu l ly   s t re tched ,  
leav ing   l i t t l e   I t id le"   czpccf ty  f o r  emergencfes. The system 
thus  reduces  the  f lexibfliLy of t he  economic a i d  programmes. 
cchc IJestern ccsnc-ept o f  rch-ti on ship'^ between I1aidtt and overal l  
economic cApabilities,  expressed i n  global  value  terms 
( p  of GKi?)s tends t o  o v e r l c o k  the   r i g id i ty  of  the  Comunist 
eoonomy, where a rapid sh9f-i; EIQY create  disturbances which 
czn be rssolved with g ree%er   f l ex ib i l i t y  and f a s t e r  by a 
market  type o f  economy. 

(c )  Communist Futucl Esoaomic Assistance 

41, When appraising  the economic weight o f  economfc 
a s s i s t a c e  programnes t o  developing countries, .id deliveries 
t o  develo?.l.ng Conmuxist c o u t r i e s   n i g h t  be taken into account. 
C m e n t  p l a m  f o r  economlc  development i n  t he   l a t t e r   coun t r i e s  
re ly  hezvîly on  mediwn cnd  long-term c red i t s  t o  cover   their  
purchases of i n d u s t r i d  anchinery, complete p l m t s  ma 
transportetion equipment cvail-able fa the  nore  advanced 
Cammist countzies,   including  the  Soviet   hion, The so-called 
tl~uI;uLl. economic aidt1 programmes among  Communist countries 
were 2ni t ia ted   a<f te r   the  war, and a t  t he  end o f  the decade 
1945-1955, when the  n i d  programmes t o  non-Communist nations 
were l a ~ ~ ~ c h e d ,   t o t a l   c o m i t m e n t s  had  reached a cumulative t o t a l  
vzlued a t  about $3=5 billion, of  which 73% extended by the 
Soviet Union. Since  thea,  another $ll,O b i l l i o n  have  probably 
been added' (2s against  $10 b i l l i o n  extended t o  non-Communist 
countries) of  which about  7w0 by the  Soviet Union. M,my of  
these c red i t  arrangements  (grants  are  thought t o  represent 
.about 1276 of these  commihents)  include  provisions f o r  
teclmicol  assistance and  clauses f o r  the construction o f  
buildjags and the  inst? . l lc t ion of  the  purchased  capital goods. 
Furthermore,   educational  training  facil i t ies have  been 
put 2% the   disposal  o f  n s t iona l s  from recipient  Communist 
countries, This tlmutucl ?.idi' general l -g   entai ls   in terest  a t  
274 with repaynerrts i n  15 mnucl   ins ta lments   s ta r t ing   a f te r   the  
zctual  delivery o f  the  goods. 

' 42, It is d i f f i c u l t ,  .in the  shsence of p r e c i s e   o f f i c i a l  
d r t a ,  t o  evztluate the  C!.rcwlngs on such  credits,.  and even more 
so  t o  e s t i m a t e   t h e   a c t u d   r e p p e n t s  of cap i t a l ,  Assessment 
of t he  economic i m p x t  o f  a i d  is complicated by the   fac t  th2.t 
p rac t i ca l ly  a11 the  East Zuropean countries are simultcneonsly 
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donors and rec ip ien ts ,  Fur-bhermore, it should be borne i n  
mind tb.ty in   the   ear ly  post-war  period,  the  Soviet Union 
took from t he  Ecst European countries,  i n  the  form o f  
rcparEtiohs, dismantled pLzaLs it-23. shz res   i n   i ndus t r i a l  
compmj.es, amounte ccrnpercble t o  what wag l a t e r  extended t o  
these  cowltries  in t'ne form o f  development c red i t s ,  Most of  
these   c red i t s  have  been  used t o  r e s t ruc tu re   t he   i ndus t r i a l  
pmduction of the rec5p.fen-b ccun't;ries according t o  Soviet 
needs, thus intensifying %he  interdependence of  these 
countkies and the  USSHQ "Mutual c red i t s"  between the  Soviet 
Unlon, the  Soviet Zone 09 Gemany, Czechoslovakia,  Poland and 
Hungary have  been  dbsregmd,ed i n  %be  following  es-bimates, 
wUch seek t o  evalua,te aid Lo *qdevelopi.ngtt  countries. 

43, Judging by Soviet   officiszl   sources(l) ,  o f  the  1,550 
txdwtri2.1 e c t e q r i s e s  2nd other   projects  s o  f a r  envisaged by 
t'ne SGviet Union, some 890 ( m  57%) had been completed by the 
end of 1968, Since 1945, =? t o t a l  of 80,000 Soviet 
s p e c i c l i s t s  are sa id  t o  have  been sent t o  work i n   o the r  
C o r n m i s t  countries and 40,000 nat ionals  from Communist 
count r ies ' to  have had some t r a in ing   i n   t he  USSR, It would 
seem thzt, o u t  of  a t o t s 1  of $7.7 b i l l i o n  committed s ince 
1954 by the Sovie'; k f o n  t o  Conmunist develophg  countries, 
some $%,O b i l l i o n  had been drawn by the end o f  1968, including 
$ L 5  b i l l i m  delivered t o  Communist China before  I961 and 
completely  repaid by the l a t t e r  before  the end o f  1965. 

44. bother indicct.ïon of  t he   s i ze  of the   actual  flow 
of  Soviet  econoaic  development = id  del iver ies  t o  Communist 
countries may be  found Sn t h e   o f f i c i a l   t r a d e   s t a t i s t i c s  of 
t h e  exports of  9'equlpment znd ac t - e r i a l s  f o r  complete plnntsw, 
It has been e s t l m t e d  thzt these  f igures  may represent some 
80$ o f  tata1 drawings on eccnomic aid c red i t s  i n  the  case o f  
de l iver ies  to non-Commmis-b' countries, the remaining 20% 
covering  technical  serv.ices,  machinery 2nd equipment other  
t h a  f o r  com l e t e   p l an t s ,   g ran t s  and other development z l d  
mr,n,ngement-s P 2).  If thfs caiculat ion i s  applied t o  de l iver ies  
t o  Communist countr ies ,   reported  in   the  off ic ia l   Soviet  
stzt.istlcs, the followfng pLcture  energes. 

EKOiTOf4ICKESKAYA GAZETA (November 1968) 

Perfomance 1966-6Yrt, page 119 
[il US Congress, Joint Xcoxlonic Coamittee.  "Soviet Economic 

N A - T O .  C , O N F I D E N T I B L  

-35- 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



! J A T O  C O N F I D E N T I h L  

-3 6- m . _. 

TABLX 3 
" 

- Estimated Gross Flow of  Soviet Economic Development A i d  
t o  Cornrnlin%mEa", 

45. Keeping the Cuban economy af loa t  represents f o r  the 
Soviet  Union a fsr more costly  operation  thax would appear from 
the deliveries  of development a i d  recorded i n   t h e   t a b l e  above, 
AccordSng t o  Soviet   s ta-bis t ics  f o r  1968, the d e f i c i t  of Cuba 
.fn i t s  -Irade with the USSR increased t o  an a l l  time  record o f  
$346 million  (Soviet  exports: $624 mill ion,   Soviet  imports:  
$278 mKLlion), brlnging  the t o t a l  Soviet   f icanced  trade 
deficit-, which has been s teadi ly  growing s ince  1960, t o  some 
$1.9 b i l l i on ,  Besides,  it should  be  recalled that  the Soviets 
have  been  buying Cuban raw sugar a t  a support   price o f  6,1 cents  
peu: pound f,Q.b.? while the  average s p o t  price  prevail i i lg on 
world markets  declined from &bout 2 cents pe r  p o u d   i n  1967 t o  
l& cents i n  1968, Soviet  purchases .-6f-"Cuban sugar a t  such 
pr.ices amounts t o  an  estimated  addittonal  subsidy of  
$ï60 million-$180  mtllion f o r  the  year 1968. Thus, non- 
developmental aid, such 8s balance of  payments ass is tance and 
swar subsidies, may have amounted t o  about $455 million 
d - u r i n g  the  year,  T o t a l  ess is tance t o  Cuba (exclusive of 
mil-i-bary afd)   represented more t h a n - t h e  t o t a l  ne t  f low o f  
Sovlot aid t o   t h e  rest o f  the  world  and some 0,12$ of the 
estimated G E ?  of the USSR;. 
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46, The o ther  major Comaunist claimants of  Soviet a id  
have  been  Bulgaria,  Mongolia ap.d ITorth Vietnam, while  smaller 
m o w - t s  02 economic develapmeut a i d  went t o  Rumania, 
YugoslaHa and North Korea. Whereas, during  the  six-year 
period 1955-1960, East European COMI3:CON countries  received 
55s of Soviet economic a i a  extensions t o  Communist co-antries, 
during the next  six  yesrs,  1961-1366, their   share  fell t o  
aboat 34$, I n  1967 and l968  increased  deliveries of  cap i t a l  
goods and complete p l an t s ,   i n   pa r t i cu la r  t o  Bulgaria,  have 
since  redressed  the  balance  in  favour o f  East  European 
couatries. 

_... 4’7, CQmWiSt China end East ... Buropean couzltries (mainly 
Czechoslovakia, Rwaniz, the  Soviet  Zone o f  Germmy aad 
Bulgs:rLa) have  cerefully maZctained their   t rade  balance with 
Ccba more o r  less even, A l l  o f  them 2ave  extended 
developent   c red i t s  for spec i f ic   p ro jec ts  and technical 
essistauce,  and agreed t o  p2,y for Cuban raw sugar a t  a preo?ixun 
pzfce  elthough some o f  them have  occasionally pa id  l e s s  than 
the Soviet support pr ice ,  It may be  estimated that 
development aid deliver. ies t o  Cuba i n  1968 from such  sources 
a?nol;inted t o  some $35 mil l ion and sugar  subsidies were equivveler,t 
t o  8 fur-bher $80 millton, 

$8, Albania, which absorbs nearly as much Chinese c red i t s  
as those  extended by Chfaa to the  rest o f  the  world, 
represents a s e r i o u s   l i c b i l i t y  f o r  the  la t ter   country.  The 
main development a i d  r e c i p i e n t s   i n   t h e  Comm-mist world o f  
Chinese sssistance  during 1968 are  thought t o  have  been 
Uoan ic  ($70 mil l ion) ,  Cuba ($15 mil l ion) ,  North Vietnam 
($7 million),  whtle Nor th  Korea w d  Mmgolia received  minor 
mo:x ts .  East ?Zhropt?an cot-atries, apart from a i d  t o  Cuba, 
pert . icipcted  in economic cicl de l iver ies  mainly t o  North Vietnam 
and Mongolia. Estimates of a11 aid t o  Communist developing 
countries  are as fo l lows:  
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TABLE 4 

.i 

U, 

-ated Met Flow of.Com?nunlst Economic Aid i n  1968 t o  
ComunI-veloping 'yu' - Counfries 

Donor Country 

F; 
30 ,gCzcchoslovzkia 9 m: . .  r f .  0.13 L. 4 .  

Soviet Zone 

49. The  Communls.t; countries  are  providing  developing 
Communist countries with 8074 more credits  than  they  grant t o  
other  developing  nations, In 1967-68, deliveries  per  head of  
popul-ctfon t o  G o a m m i s t  countries. ( s i x  c f  them with s'total 
populs*.ioi? of 53 mil l ion)  w m  considerably  higher  than 
elsewhere, thus: Albania $35,0, Cuba $10.5, compared with 
$5,8 t o  Syr ia ,  $3,8 t o  UAR, and less than $3 i n  the  other  
ComtrScs.  m e  aid received by these few Communist developing 
countries i s  comparable with that received by the  most 
favoured  recipients o f  Vestern aid(1). Communist China, s t i l l  
i n  its c m l y  stages of  economic development, has undertaken t o  
provide c f d  bwt is not receiving my. The special   posi t ion of 

(L) The rec ip ien ts  o f  the l a r g e s t  amounts per  head of ne t  
o f f i c i a l  economic css i s tance  from OECD-uc countries  (annual 
average 1964-67) wem: 
Overseas French t e r r i t o r i e s  in   &er ica :  $177.1 
Overseas &French t e m i t o r i e s  in Africa: $115.7 
I smel  $44.2; Papm rni! Hew Guir,e2 $38.2: Jordan $31.9; 
Ieos $23.7: South  Vietnm $23,0; W i s i a  $18.9 
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the USSR has  been  !ljust.ifiedn by the  Soviets on the ground t h a t  
the fast  economic growth of  the  Soviet  Union is  the   sures t  way 
totmrds'economic  progress î o r  the Communist world as a whole, 
I n  fmt ,  the widening  gap  between  f1richV1  and f9po~r11  countries, 
often denounced i n   t h e  West, is jus t  as much a fea ture  o f  the 
Cc-1st as .t'ne non-Cornmist  world, 
C;. c TEIB R'PACT OF COlYNl.S!I? BID ON THE ECONONY OF RECIPIENT 

""" 

I n  General 
" 

50. The Soviet economic system is  presented by the USSR 
t o  developing  countries as a blueprint  of a shor t  cut  t o  
development  and  economic  independence, The Soviet Union, when 
tt claims  that  i t s  a id  helps t o  speed up economic growth, 
v,ietrs the l a t t e r  i n  terms of the  Soviet  experience,  hence  the 
ins i s tence  on the development of "heavy industry" with d i r ec t  
govemmei1tal control and plmning, The aim is a soc ia l  
restructuring  along Marxist l i nes ,  promoting a f a s t e r  
Increzse ln the  numbers o f  workers i n   l a rge   s ca l e  i n d u s t r i a l  
units th2 i n  cgr icu l ture ,   hzndicraf t s  and services.  Soviet 
2A.d thus Îavours the w.balmced growth pa t te rn   typ ica l  of  the 
C o r n m i s t  system, implying a relat ive  disregard f o r  the  
consmer goods sectors  a d  a near  neglect of agr icu l tura l  
development. Though a,gcicu.lture s t i l l  plays a c ruc ia l   r a l e  i n  
al1 the mderdeveloped  countries, Soviet help has been n i n i n c l  
i i z  this sector ,  About 707; of  Soviet development a id  has been 
concentrcled  in  sectors  such as steel  production,  engineering 
and metcl working, dams and hydro-electric power s t a t ions ,  
o i l  znd other  mineral  prospecting and exploitation, chem2ccals. 
Agsicul tural   projects  cccouslt for   only 2% of t o t a l  a id  
delivered, 

53; In the  past ,  thé Soviet Union was often ready t o  
approve,  without  question, &y pro jec t  which the  recipient  
cotsn%ry  wished t o  ude r t ake ,  wheraas  investment a i d  from the  
West was generally  confined t o  p ro j ec t s   j u s t i f i ed  on the  basis 
of c? czreful  study o f  the t r  profit   earning  capacity.  The 
'Use or" creditn  procedure,   offering  global  large  scale 
momts Tor unspecified  projects,  introduced by the  Soviet  
Union a d  used u n t i l  the end o f  the  195Os, occasionally  led 
t o  the  tudertaking of cos t ly   p res t ige   p ro jec ts  whose 
w,stefulness has s ince been amply demonstrated. The pr inc ipa l  
cnd inLerest  on sone o f  t h e  spor t s  stadia,   luxury  hotels,  
official  palaces,  exhib.it.-ion  buildings,  theatres,  are s t i l l  
being  repcid by developing  countries  in  the form of cddi t iona l  
exports. Such cases o f  misuse,  however,  should not  be 
exaggerrted, The USSR h m  learned by experience that  
mecononic use of  c r ed i t s  may backfire  on the  lender  even 9f 
he refuses  t o  accept the respons ib i l i ty  o f  te l l ing  sovereign 
nat ions how t o  spend the money provided. Over recent years, 
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the  extension o f  any  important new Soviet   credi t  has always 
been preceded by detai led  fess ibi l i ty   s tudies ,   Nevertheless ,  
i n  the  Soviet  Union, t h e  economic u t i l i t y  of  a given  project 
i s  ctssbssed  according t o  t h e  Connunist  concept o f  econonic 
growth, while  poli t ical   considerations  continue t o  play a 
decisive r81e i n   t h e   f i n a l   S o v i e t  answer, Thus, the  Soviet  
Union h m  undertaken a nuaber of projects  that had been 
re jec ted  by Western conntries o r  f rom which t’ne l a t t e r  had 
been  excluded (Aswan D m  i32 Egypt,  Euphrates D m  in   Syria ,  
BoKcra s t e e l  mill in  India ,  oil explorat ion  in  Iraq). The 
o p t i n m  economic allocctïon of  resources  requires a 
eophisticcted  analysis  (opportunity  cost)  which, i n   t h e  
obsence 02 conprehensive 2nd r e l i a b l e   s t a t i s t i c a l  and 
f i n a c . i e l   f n f o m a t i o n ,  becomes d i f f i c u l t .  Furthermore,  the 
f ina l   decfs ions  of  governments a re   no t  made on purely economic 
g ~ o ~ i ? C s .  In   the  case o f  Ceveloping corn t r ies ,   soc ia l  and 
political considerations (economic independence, nat ional  
pres-bige) have  often  played a decisive  rôle  independently of 
the  cost-effectiveness of the  project .  

52, The East European  countries  have  been more cautious 
i n   t h e i r  approach t o  economic aid;  nevertheless, some 
spectacular and  widely knOr.Jn mistakes due t o  lack o f  
experience  have  been mede (e.g. a sugar   ref inery using sugar 
beet as r a v  mater ia l  t ~ s  sent  to  Indonesia,  where only sugar 
cane .is available;   bulldozers  fabricated f o r  u se   i n  snow and 
ice were sent  t o  Guinea ...). There has Seen some attempt t o  
co-ordinate a id  e f for t s   wi th in  COl’4ECON. The Soviet Union is 
the only’country capable of  undertaking  the  real ly   large  scale  
projects,  while  the  East European countries  concentrate on 
less  ambitious and more divers i f ied  projects .  The l a t t e r  have 
devoted 8 l a r g e r  share of  t h e i r   e f f o r t s  t o  i ndus t r i a l   s ec to r s  
more dirGc’i;ly  concerned tdth the  production of  consumer goods 
(-i-extile,  footwear,  tyre  Pzetories, cement, food processing, 
p r i n t i n g   ~ r e s s e s ) ,  I n  some cases, East European countries 
2c-b as &ub-contractors for large Soviet aid projects ,  and, in 
general,  can  be said t o  provide a id  complementary t o  that of 
Che Soviet Union, A new f o m  o f  collaboration  with 
developing  countries  s-i;arted by East European countr ies   in  
recent years consis ts  i n  s e t t i n g  up “mixed” p l a n t s   i n  
deveLopiizg countries  to  assemble companent psrts t h a t  cannot 
be  produced  loca,lly, The loans granted  are  considered as 
share  capital ,   productiox is planned i n  common, and the 
repayment takes   the f o r a  of de l iver ies  o f  the  goods  produced. 
Su& Tom o f  Elid benef i t s  both the  lender  and tZle borrower, 
but .it is d i f f i c u l t  t o  determine who benef i t s   the  most as it 
reduces   the   f lex ib i l i ty  or” the economy o f  the  recipient  
coun-l;ï?y by l imi t ing   t he  freeaom  of  chofce f o r  i t s  purchases 
and dcUver ies  , This system, which has  been  adopted by the 
Sov;ic-% Zone of  Germany, Polaizd, Rumania and Hungary, has not 
ye%  reached  significant  proportions, but it may well develop 
considerably in the near fwbure, 
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53* Communist Chim, which had unfortunate  experiences 
with the S-f-clevelopment based on p r i o r i t y  f o r  
hemy  industry, has been  challenging  the USSR by offering a 
var iant  t o  the  Soviet   blueprint .  The Chinese  have  been 
urging the developing  countries t o  be more se l f - re l ian t ,  t o  
?reserve t h e i r  independence  and t o  pay more attent3-on t o  
economic considerations .in their  investment progranmes. The 
Chinese also l a y  more sJc;.ess on the   agr icu l tura l   sec tor ,  as 
they see the  peasants as Yne main revolutionary force i n  the 
Third lTor2.d. The economic capabi l i ty  o f  China t o  extend 
meaningful economic a i d  $0 developing  countries is obviously 
lim.it”cd, and t h e i r   c r e d i t s  have  been  generally  concentrated on 
under-klrings of  a labour intensive  character,  such as road 
and railroad building, ;sm&Ll l i gh t  indus t r ia l   en te rpr i ses  and 
agricul’tuml p i l o t  projccts.  Even SO,  i t  has been reported 
that CWm. was unable  to meet i t s  obl igat ions  in  Nepal  and 
Burma and. had t o   s u b s t i t u t e   l e s s  demanding projects  for the 
ones it had or iginal ly   intended t o  ccnstruct,  Nevertheless, 
in t h e i r  effor t   to   outb. id   the  Soviet  ‘Jnion, the  Chinese  have 
occasionally  Oelivered  commodities  (rice,  wheat,  sugar)  under 
cred-it tcexms and  extended s h l l  loans OS h a r d  currency t o  some 
Africa?  countries,   In 1967, ‘ f o r  example, they  extended 
$21. million, on c red i t  terns, i n  wheat and foreign excharge t o  
-5Cc Urn;- Chinese a i d  has been he lpfu l  t o  a few devoloplng 
colavltrics i n  overcoming short- term  diff icul t ies ,  but is 
inadequcte  to  exert  a decisive  influence on the  fundamental 
problem of economic growth, 

54, Given the  limftod scope of  Communist economic aid 
delivered up t o  mid-1969, it i s  only by being  heavily 
concentrated that  i t  cou ld  be expected t o  have m impact on . 
the  dcvelopaent o f  recipient  countries,  Furthermore, Communist 
aid p r o g r m e s  gathereih momentum only   a f te r  1961 and i n  most 
recipient  countries  the  assistance s o  far  drawn has  not  been 
very large. Out of  the 42 countries  accepting Communist aid,  
26 countries  have so  fer drawn less than $50 million  each, 
cnd o d l y  four countries more than $250 mi l l i on ,  The s i z e  and 
s tage o f  development retched by the  recipient   countr ies   are  
also t o  be considered whea an  attempt is made to evaluate  the 
contribution o f  a id  t o  economic growth. Out o f  the 42 rec ip ien t  
c o w t r i c s ,  22 have a populc t ion  o f  less than  ten  mill ion and 
only  f ive  countries have more than 35 million  inhabitants. 
SmcL1 mounts o f  a id  in   count r ies  o f  l imited Size9  development, 
resovxces au?d population (Yemen, Mcli Guinea a l l  have 
pop?ILctïom o f  less thea f ive   mi l l i on )  may contr ibute   in  an 
appzrently. more e f fec t ive  way than much la rger   de l iver ies  t o  
vcs t  cou2”cries  (India: 524 m i l l i o n  inhabitants).  

55. In very few corn t r ies ,  Communist a id  has contributed 
’CO E 3.ierble increase  in  productive  capacity.  This was the 
cese in Afghanistan, the United Amb Republic, Sy r i a ,  Iraq a d  
India, In  most o f  t k e  o ther  main recipient  countries,  such 
aZd has been  used t o  bu i ld  up the economic infrastructure:  
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is a t  least  as important as economfc a i d  from Western  countries, 
mainly t h e  United S ta t e s  and Germany. Soviet a id  started as 
ear ly as 1954. During t h e  first five-year  plan (1956-61), 
roughly one-third of  t o t a l  gross investment in   the  country 
consisted of Soviet  delivez.ies, This share was fu r the r  
increased t o  aaout a half during  the second  plan (1962-67). 
By mid-1969, a volume o f  56l83.4 mil l ion  worth of  Soviet   aid 
remained a t  the d i sposs l  o f  the  country f o r  p ro jec t s  under  the 
second plan t o  be  completed and f o r  new projects  und.er the 
third- plan (1968-73). Sov. ie t   par t ic ipat ion  in   the t h i r d  plan 
so far inndertaken amounts t a  $127 m i l l i o n  new c red i t s  extended 
.in  1968, and will continue t o  be concentrated  mainly on basic 
indus t r ies '  and commicst lons.  In--comparison with Soviet 
ass.tstance, c l 4  extended by the  East European countr ies   ( in  
t o t a l  $11 mil l ion  s ince 1954) and Communist China ($28 mill ion 
i n  t o t a l )  is negl igible  .in economic terms. 

57. Up t o  now, r o a d .  oonstruction  has  absorbed a f a i r  
share o f  Soviet a id ,  "r-pro j e c t s  completed should 
be  mentioned the  Kugka-Herat-Kandahar road  l inking  the North 
Vestern region, from the Soviet  border, t o  the  South  Eastern 
p a r t  of  the  country, For i ts  construction,  the USSR extended 
Sn mQd-1959 a grant of about $120 m i l l i o n ,  In  addition, 
several  brid-ges and road maLntenance projects  were undertaken 
as well as improvement works on vs r ious   a i r f i e lds .   In   t he  
f i e l d  of eaer v, out of a t o t a l  national  production of about 
350,000 lm lys 967, more than a quarter  was provided by a 
hydro-electr ic   plant   in   the  north of the  country  a t  PU-I-Khumri, 
buZlt with Soviet   assistance,  that  went into  operation i n  
Pky 1362, The USSR helped t o  s e t  up a t  l ea s t   t h ree   o the r  hydro- 
e lec t r i c   p l an t s  with a t o t a l  capacity of 100,000 kwh, part of  
which . I s  to supply  e lectr ic  power t o  the Uzbek SSR, A nuclear 
reac tor  was also t o  be  put a t  the d isposa l  of Afghanistan f o r  
reseweh  purposes  in the f i e l d  of  atomic  energy.  Another 
major project  under way provides f o r  the   ex t rac t ion  of 
2 bil l ion  cubic  metres of na tu ra l  gas per  year, of which 
1,5 b i l l i o n  is  t o  be sen t  t o  Dusanbe i n   t h e  USSR along a pipel ine 
already buf l t  with Sovfet aid. In   addi t ion t o  the  
oonstlruction of l iqu ic?   fue l  dumps""in seven major  towns, the  
USSR .is birildilzg  an o i l  re f inery  with an  annual  capacity of 
50,008-60,000 tons. 

58. As f a r  as the ohemical industry is concerned, the 
Soviet  Union has underta'kkh a sm-5F-a f e r t i l i s e r   p l a n t  
and will eventual ly   set  up a chemical   research  inst i tute   in  
Kabul, The building o f  a s t e e l  m9L1 had been  considered, but; 
t he  results of the  feasibilzty  study  undertaken by the  SovSet. 
Union a r e  no% yet  known. The Chinese  contribu%ion  has  mainly 
been the  bui lding of a t a t t l e  p l m t  near Kabul and the  
Czechoslovaks  have b u i l t  two cement p lan ts  and a f rui t  canneryo 
Motor r e p a i r  workshops bave been s e t  up in   va r ious   c i t i e s  with 
Soviet a id ,  and i n  Kabul the  construction of a prefabricated 
housing  factory, two f l o x n m i l l s ,  g ra in  s i l o s  and additionel,  
storage  buildings has been  completed. 
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59, ' As regards   aeoW.ture   severa l   impor tan t   i r r iga t ion  
pmjects,   including  t5e  oonstruction of  dams, have been 
undertaken by tbe  Soviet  Union, mainly i n  the  northern 3alf  09 
the country,  Four  exper.imenta1 farms l inked with the  
i r r igat . ion  projects  have  been  established, These various 
projects  have  urdoubtedly  contributed t o  increasing 
agricultural   proauction, a d  the  Soviet  Union has accaaionally 
helped  out by sendin , usua l ly   i n   t he  form o f  g i f t s ,  s izab le  
qusnt i t fes  of wheat f 40,000 metric  tons  in 1959; 50,000 tons 
i n  1960; 25,000  tons i n  1963). In   addi t ion,  commodity c red i t s  
(mgor, gasolene,   etc.)   hme been  extended on several  

D"", 

. occasions. 

60. A s  far as education fs concerned,  various  technical 
schools, I a b o r a t o r i e P E t i t u t e s  have  been  constructed 
with Soviet c i d e  Over t h e  past 5-6 years,  between 1,000 and 
2,000 Sovfet   c ivi l ian  technicians bave  been a t  work i n   t h e  
oo?m-tr;y a s s i s t i ng   t he  Afghims in   the   cons t ruc t ion  of  the  
varfous  projects ,   Finzl ly   s ince 1956, nearly 900 Afghan 
ccadmfc students and 580 iociznicians  have  benefited f m m  
e4ucat.ion  and  -braining f a c i l i t i e s   i n   t h e   S o v i e t  Union o r  i n  
other East European c o u t c i e s .  

61, On the whole, .it seems that Soviet a i d  has 
contr ibuted  s i .gnif icaat ly  t~ the  opening up of  the  country, 
t o  developing  th.e  exploitation o f  i t s  natural   resources,  and 
t o  helping it fa its f f rs t  s teps  towards indus t r ia l i sa t ion ,  
Nevertheless, th is  development has inc identa l ly   l ed  t o  
linkFng Afghaniaton  economdcally more closely t o  the  neighbouring 
Soviet  Republics, The Sov. ie t   effor ts  have  been  mainly 
concentreted on the nor-them part  o f  the country, and the 
developmeat works undertaken;  e,g, at the  Sher -Khan f l u v i a l  
p c r t  on "Che &U Dariah river,  have  provided a permanent  base 
froln which the Soviet-Afghan economic r e l a t ions  can  be further 
in tens i f ied ,  

62, The degree of economic dependence on the  Soviet  
Uaion rceched by Afghanisten is without  comparison i n   t h e  
non-Communist world. In 1967,  it.-impoate.d  an.--estimated 63% of 
a l l  l t s  forefgn  purchases from Coanunist  countries and 
exported 38% of i ts sales $0 them, Yet Afghanistan has 
oonstantly  avoided  any  direct  Soviet  interference  in its 
i n t e rna l  affatrs and hm kept its l i nks  with t h e  West a l ive.  
If the  Soviet  motive wcs orfgfnal ly  t o  use economic penetration 
m a mems t o  absorb this country  into i t s  orbit ,   Afghanistan 
has s o  f ~ r  been able t o  keep i ts  own path of p o l i t i c a l  and 
economic development, Por the  time  being, it would seem t h a t  
the USSR has hrd to   accept   the  view that  it might be wiser t o  
use the country as a showccse for Soviet   a id  t o  a non-Cornmist 
country rather than t o  attempt t o  tu rn  it  by force   in to  a 
r c c d a i t r c n t   s a t e l l i t e ,  

.- . 
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Next t o  Afghanistan, t h e  V A 3  (Egyyt)   has  k e n  %Le country wLere 
t h e  economic a i d  a c t i v i t i e s   o f   t h e  Communist countr ies   have 
apparent ly  had t h e  m o s t  d i r e c t   b e a r i n g  011 -i;lte economic 
develo2ment o f  t h e  c o m t l - y ,  but,  i n  t h e  UX?, cor - t r a ry  t o  w h - L  
happened i n  Afghanis tan ,   the  East E u r o p e a i  coun t r i e s   con t r ibu ted  
s i g n i f i c a n t l y  t o  a comaon  Communist e f f o r t ,  ir which  even 
Communist China   has   a t tenr j ted   to   p lay  i t s  p a r t i c u l a r ,  th-ou:?;; 
modest , r a l e .  The Comrmmist c o u n t r i e s  have, s i n c e  1958, been 
t h e  largest  source o f  c r e d i t s   f o r   t h e   i n d u s t r < . z l i o a t i o n  
prograrme of  Egypt,   exceeding  Vestern a i d  il? t h a t  f i e l d .  I t  c a  
be s a i d  that t h e  Communist aid e f f o r t s  i n  t h e  UAR c o n s t i t u t e d  
t h e  f i rs t  m a j o r  b id  by Communist colnntries t o  za in   i n f luence  i n  
t h e  Middle East. 

N A T O   S E C R E T  
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64.  The programme st tar ted  in   ear ly  1958, when the  Soviet  
Union extended a f irst  l i x e  of  c r ed i t  of $175 million. The 
la rges t   share  of t hese   c r ed i t s  went t o  the  metallurgical 
.industry, par t fcu lar ly  t o  the   i ron  and s t e e l  works a t  Heluan, 
Petroleum  prospecting end exploi ta t ion  const i tuted  another  
f m o u r i t e   s e c t o r  o f  Communist aid,  although  here  these  efforts 
proved less   successful  thcu ??Jestern  ventures, !The engineering 
and chemical  industries  received  their   share i n  addition t o  a 
number of projects   in   such  sectors  as food, t e x t i l e s ,  

first c red i t  ($100 mill'ion) for the construction of  t he  Aswan 
H i g h  Dam, supplemented .iu 1960 by an  addi t ional   credi t  of 
$225 mill ion,  S on Soviet economic c red i t8  during the 

about lo$ of t o t a l  gross investment and nearly 25% of  
investuenf in  industry,   elec-tric power and the  Aswan Dam, 

nat.fom1 .income was s t e t o d  t o  have r i s e n  from 20% t o  229, 
and industr ia l   product ion  rose by about 45%. 

65. E'oll.owing the  f.irst five-year plan (1960-65), a 

W shipyards, It was i n  1958 t o o  that  the  USSR extended i ts  

f i rs t  1960-65) are  estimated t o  represent 

x. During that period,  the  shstre of  manufacturing  industry  in  the 

second  seven-year  plan was announced i n  1966 providing f o r  
' t o "ca l  investment of $7.4 b i l l i o n  (SE 3.2 b i l l i o n ) ,   I n  that 
year,  the  Soviet Union extended a new l i n e  of c r ed i t  of  
$177,? mill ion for pro jec t s   wder  this second  plan. However, 
a t  t h e  end of 1967, a resppra isa l  of the prospec ts   a f te r  €he 
Jwnc Wsr l e d  t o  the  appmval o f  a three-yerr programme 
(1967-701, consisting o f  priority projects  due f o r  completion 
in  the  current  seven-year  plan. The t o t a l  amount o f  investment 
f o r  the  three-year progxxmae was expected t o  reach 
$2.5 b i l l i o n  ($E 1.1 b i l l i o n ) .   I n   t h e  first year, the 
invesbtm-ts ($816 mil l ion  o r  355 mill ion) were t o  ,be  divided 
between industry (28$), agr icu l ture  (1%) y i r r i g a t i o n  and 
drainage (ll$) t he  A s w a n  D m  (3%); t ransport  and 
commuszicst5on f14$), hotwing (lo$), the Suez Canal (Y%), and 
miscellcneous  services. However, progress on severa l   p ro jec ts  
slowed down considerably Clue t o  postwar dislocations,  and 
r f ter  June 1967 the Communist countries  ccncentrated  their  
aid OM short-term  needs f o r  commodities and hard  currency, 
2hey undertook t o  de l iver  1 mil l ion tons  of  wheat (valued a t  
$11 mil l ion)  and $10 mil l ion   i n  hard currency,  Apart from 
rcl-r.t;ively small mnouats OP a id  extended i n  1967 by France, 
Gemncny 2nd I t e l y   ( i n  total less than $30 m i l l i o n ) ,  Western 
Cid dried up. 

66* Since  then, the Soviet Union h m  concentrated i t s  
ef9or-b i n   t h e   f i e l d  o f  economic assis tance on the  rapid 
compLetfon of t he  Aswan High D m ,  t he  power s t a t i o n  ;>f which 
tir,?s .inau@aaterl i n  January 1968, one year  ahead of schsdule, 
and the en t i re   p ro jec t  .is t o  be termlnsl;ed i n   J u l y  1970. The 

N A T O  C O N F I D E I T , T . I k L  

-47- 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



P I T A T O  C O N F I D E N T I A L  

-48- 

W 

I l ,  

only work s t i l l  outstanding  in  January 1970 was t h e   i n s t a l l a t i o n  
o f  t h ree  power station  -%urbines, The &her najor   project  f o r  
whlch the  Soviet  Union has Indicated a spec ia l   i n t e re s t  i s  the  
expansion of  the  annual  procluction  capacity o f  the  Heluan 
s t ee l   p l an t ,  f o r  which the  USSI? extended i n  1964 a c red i t  of 
$155 mill ion,  Rumania a d  the  Soviet  Zone of Germany agreed 
t o  ass.ist .in some o f  the pr2ori ty   industr ia l   construct ion 
projects  included in the new three-year programme under c red i t s  
extended e a r l i e r ,  

67, The major contr.ibution by the  USSR towards the 
economic development of Sgypt is obviously  linked t o  the Aswan 
Dam, one-third o f  which was financed, by .Soviet  loans  amounting 
t o  $325 mill ion,  It was skated by the  UAR Author i t ies   in  
January  1970 that the  f irst  loan ($100 B i l l i on  f o r  t he  f irst  
s tage)  had been  complete1  repaid  and  that  repayments on the 
second Loan ($225 mi l l ion  7 would s t a r t  a t  the end o f  the  year 
and cor,sist of 1 2  instalments,   the las t  one i n  1982. The 
economic significance o f  the Aswan High Dam may be indicated 
by ths following  figures: it has been  estimated that  the 
increase  . in  national income re su l t i ng  from the dam will equal 
its t o t a l   c o s t   i n  two years'  time, The e l e c t r i c  power 
produced will prac t i ca l ly  double  the  electric  energy  available 
t o  the  country, By the  end of  1969, the  hydro-electric 
power s t a t i o n  had alreaay  generated 4 million kwh, while b t a l  
domes%ic e l ec t r i c i ty   p roduc t ion   i n  1966 amounted t o  s l ight ly  
less than 6 mill ton kwh. S t  will provide cheap power t o  
industry and the  construc%ion of an  alumina  factory with 
S0v.Se.t; a9d is  under  consideration, The elimination of annual 
losses i n  agr icul tural   product ion due t o  f l o o d s  i n  1969 has 
added an estimated $25 mi l l ion   to   the   annual   na t iona l  income 
der.ived from agricul ture ,  The t o t a l  bene f i t   i n  1969 from the  
A s w a  Dam represented about 4% of  nat ional  income. 

68. Nevertheless, the economic consequences o f  the Arab 
defeat  in  June 1967, axla t h e  renewed p r i o r i t y  accorded t o  the  
dePence sec to r ,   a r e   r edming   t he   r a t e  of  growth of t he  
economy: i n  1968-69, the   2ndas t r ies   in   the   publ ic   sec tor  
increased  their   production by 3.6&. On the   other  hand, 
disccveries o f  new petroletm  deposits,  mainly as a r e s u l t  of 
Western  prospecting, have continued,  and,  despite  the 
prevail ing  tension with Israel from Apri l   1968  unt i l  Apr i l  1969, 
petroleum exports increased by 7,2$, The closing down of the  
Suez Cstl?.al and the p o s s i b l l i l y  o f  serious war damages t o  the  
. in&mtrtal  i n s t a l l a t i o n s ,  as exemplified by the  destruct ion 
of the oil re f ine r i e s  a t  Suez,  have a l t e r ed   t he  economic 
prospects of  t h e  country. 
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70. The most tangible   ass is tance  received from the  Soviet  
s.ide so  far has been  concentrated on the  important 
Baghaad-Basra ra i l road  link, which has been repaired and 
extended with the   a id  o f  'Soviet  equipment  and-  technicians, 
In the   industr ia l   sector ,   about  30% of  the t o t a l  investment 
during the  per iod 1958-63 was of Communist origin,  including 
snch items as a phamaceut.ica1  plant, a glassware  factory, a 
caming.factory,  a cotton tex t i le  mill, a kn i t t i ng  and hosiery 
factory,  an e l e c t r i c a l  equipment factory. 

71, A l a rge   nwber  of i n d u s t r i a l   p r o j e c t s   s e t  up with 
Comunis t  aid  proved, however, no t   par t icu lar ly   e f f ic ien t ,  
and conplaints were voiced as t o  the   qua l i ty  o f . t h e  equipment 

broadcasting and te lev is ion  network, and s e t  up the  East 
Baghdad telephone exchange, I n  agr icu l ture ,   var ious   i r r iga t ion  
schmes  .in  South Iraq were undertaken,  five  experimental  farms 

s t o r a g e   f a c i l i t i e s  were d a o  provided. After 1965, the rcafn 
e f fo r t  seems t o  have been on the  technical   ass is tance  s ide o f  
the economic aid progrme,   Technica l  aid was extended by the  
USSR t o . t h e  governmental o i l   explora t ion  and exploi ta t ion 
company, where Soviet   experts were able t o  exer t  a d i r ec t  
influence on the  governmental pol icy,  I n  a d d i t i o n ,  d r i l l i n g  
eqaipment  and  a mall geological equipment r epa i r  shop were 
delivered, I n  1967? Iris signed a technical  co-operation 
agreement with Bulgariz, a2d Czechoslovakia  undertook t o  
provide  industrial  consla3"ting services.  The  number of 
Cornmis t  c ivi l ian  technicians i n  the  country is  indicat ive of  
the  overal l   t rend of Cornhalist a id  mentioned  above: it 
reached its peak i n  1963, when it was reported  that  1,175 ,. 

experts were a t  work i n  Iraq; this f igure  dropped t o  475 i n  
1964, and  Sncreased  gradu.slly  thereafter t o  reach 1,040 by 
mid-1969, a f t e r  the 1967 war, Iraq  received  part  of the 
$10 mtl l ion emergency relief aid extended by the East European 
countries t o  the  Arab s t a t e s ,  

' I ,  delivered. The Soviet Union helped also i n  developing  the 

-. constructed, and f o u r  t rac tor   s ta t ions   es tab l i shed .  Grafn 

72. It is  t o o  ear ly  to evaluate  the  use that will be 
made' of  the new l i n e  of c red i t  opened.-by.-.~;h;e--So&iet Unim ira . . .-. 
1969$ but S t  seems that  t he  main e f f o r t  will continue t o  be 
i n  the  provision o f  petroleum  equipment and technical  assistance.  
Petroleum consti tu.tes more than 90% of t o t a l  Iraqi exports, of 
which so far only a negl lgible   f ract ion  has  been s e n t   t o  
Communist c o u t r i e s  (mainly Communist China). As long as the 
Soviet  reqQirements of o . f l  are covered by domestic  output,  the 
eoonomic development of  I r a q  will continue t o  depend on its 
ab.lli'cy t o  buy equipment i n  the West, against   sa les  of 
petroleum. Iraqi impor%s from Communist countries  reached 
the i r 'peak  in 1965, when they accounted f o r  a quarter of the 
t o t d . ,  after which they  declined t o  about 20% i n  1968. IChe 
most important  sources o f  .supply f o r  I r a q   i n   t h e  Western world 
have t rad i t iona l ly   beent  the United Kfngdom,  Germany, t he  
United States,  Japan and I t a l y ,  while  Iraqi  exports f i n d  t h e i r  
matn markets i n  the United Kingdom, Franoe, I t a l y ,  the 
Net'herlands,  Japan and Germmy, 
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73 SYRIA 

to  mid-l969 : 
$181 million or 

O 500Km 

$32  per inhabitant 

populc?ticn, z l though m o s t  o f  t h i s  z i d  has n o t  y e t  been 
u t i l i s e d .  The firs-b- ra ther   modes t ,  Commmis-c c r e d i t s   m z e  

N A T O ,   S E C R E T  
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74* After these €nit,ia1 s teps ,   the  USSR made a major 
move i n  April  1966 when .it undertook t o  provide $133 mill ion 
f o r  t he  f irst  s tage of the  Buphrates Dam.  Sovie t   in te res t  has 
since  been  concentrated on this gigantic  multipurpose 
undertaking,  the  rest  o f  , i t8  aid being  concerned with petroleum 
prospecting  and  railway t r ~ s p o r t .  The other  Communist 
countr.ies  have also contributed t o  t he   ove ra l l   i ndus t r i a l i s a t ion  
p r o p m e .  Czechoslovs?kk  agreed t o  expand the  Homs petroleum 
ref i s le ry ls   in i t ia l   capac i ty  from about 750,000 tons t o  
2.5 mill ion  tons  per  year,  (Domestic  consumption o f  o i l  
products  averaged i n  the 1960s  about 1 m i l l i o n  t o n s  per  year,) 
Polan5  and Bulgaria under-bok t o  help  the  country  increase i ts  
output of phosphates. Evmania s o l d  mach;inery and equipmen% 
on c red i t  terms. The Soviet Zone of  Germany extended aid for 
p o r t  equipment,  machinery for highway construction and various 
other minor projects.  

75, !Phe second  fivo-year plan (1966-1970) is t o  be 
financed  two-thfrds  by  iioaestic  resources and one-third by 
external sources. Syriz . Is heavi ly   re lying on  Communist 
countries  .in  general, zvld 03 the  Soviet  Union in   pa r t i cu la r ,  
for ex tema l  a id  resources.  Western a id  over   the l a s t  ten  
years has been minimal, I ta ly   be ing   the  main country that  has 
extended s i zab le  amounts of of f ic ia l   ass i s tance .  By f a r   t h e  
mast  outstanding  Fr0jec-b under the  present plan is the  
construction of t h e  first s tage  ($180 mill ion) of the  Euphrates 
Dam on which work was s t a r t e d  i n  March 1968. The t o t a l  cost  
OP th9s project  has been e s t w a t e d  a t  about $650 m i l l i o n  
(Se 2,4 'o i l l ion)  and the High Dam is scheduled t o  be  completed 
9n 1972, It has been celculated that  the  dam w i l l  allow the  
f r r i g a t i o n  of 640,000 hectares  of land,  thus more than 
doubling  the t o t a l  ares? under i r r i g a t i o n   i n  the mid-1960s 
(600,000 hectares),  It wîll, a t  t h e  same time, boos t  the 
production of e l e c t r i c i t y  by adding an anticipated  capacity 
of 1,5 mill ion kwh t o  the present   level  o f  about 700,000 kwh, 
The overall importance  of  the  project is bes t   i l l u s t r a t ed  by  
the  calculation that,  once f inished,  it could add about 20% 
($3.30 lai l l ion) annually t o  the  nat ional  income of  the country. 

76, By concentrat ing  their  a id  e f f o r t s  on selected 
sectors  of industry and comanication,  the Communist countries 
have been able  t o  play a part i n   t h e  economic development  of 
Syria  accordfng t o  t he i r   f avour i t e   pa t t e rn  o f  streng-thening 
the publ tc   sector   in   the  . industry and, more par t i cu la r ly ,   i n  
o i l  prospecting and exploitstion,  Nevertheless,  the small 
s c d e  industr ies ,   handicrcf ts  and se rv ices   i n   t he   p r iva t e  
sec tor  have  been  expandi%,  though a t  a slower  pace  than those 
i n  the public one. The bulk o f  the  popu3.aticn is  s t i l l  engaged 
in   ag r i cu l t z re ,  which cccovats f o r  about  one-third of the  
ns t iona l  income, OverLLl economic perfomance  over  the las t  
d-eccde h m  not  beerr very skcikixg: t he  average annmal increase 
i n  per  capita  incone has been  estimated a t   l e s s   t h a n  26 as 
against  the  over-ambitious  target o f  5% s e t   i n   t h e  f irst  
fivo-year >lmw Since then, increased?  tension with Israel  hac 
d i v e r t e d   a t t e n t i m  from economic growth  towards  defence, 
clthough t h e  work on the rnaJos pro jec ts ,  including the 
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Euphrates Dam, has s o  Îar  not   been   a f fec ted .  During 1969; 750 
c i v i l i a n  t e c h n i c i m s  f r o n  ,;ommunist coun t r i e s  mere S-till at , , 

work in  the   coun t ry ,  of wlich  two-thirds c a x  from  the USSR. 

77. One of th,e  consequences o f  the  Conrunis t  a i d  
progranme has b e e n   t h e   i c c r e a s i n g  economic  dependency o f  S y r i a  
011 t r a d e  with the  Cormunist world. Nevertl leless,  in 1968, 
about 7076 of i ts  total  trade wzs s i i l l  c'iirec-bed towards 
"non-Com1unist, c o u n t r i e s ,  among which I-Laly, Germay ,   F rmce ,  
Ireq, the United KiYlgdom are t h e  main supp l i e r s .  Exports a r e  
m a i n l y   d i r e c t e d   t o  Le'!-c;non, Fra.nce and Japzn  i n  t h e  
non-Comynis t world, 2nd -bo t h e  USSR ax?. Commnist .  China i n  
t h e   o t h e r  group. C o t t o g  expor t s  and trmsit f e e s  on p i p e l i n e  
oil represent ,   the  w 4 n  sources  of foreis,?. exchzmge. 
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t o t a l  drawings, However, r e l a t i v e   t o  the s i z e ,  populat ion and 
needs o f  this vast underdeveloped  subcont inent ,  this aid :. 

amounts t o  very l i t t l e .  Moreover, t o t a l  Communist a i d  de l ivered  
t o  India represents   on ly   about  10% o f  e x t e r n a l  means put  a t  the 
d i sposa l  of t h e  c o u n t r y  by Western  sources.   Soviet   credits 
amount to   one- th i rd  cf those o f  the   Uni ted   S ta tes  and are   about  
1% smal le r  than those  granted by the  Federal   Republic of 
Gemany, World Bank a i d  exceeds that of the   Sovie t  Union. 
Aid f rom Czechoslovakia, the second m a j o r  source o f  Comanikt 
economic a s s i s t a n c e  t o  India, amounts t o  o n l y  one-f i f th  of 
that  of  the  United Kingdom, less than  half that o f  Japan and 
i s  about equal t o   t h a t  o f  I t a l y .  Aid from France ,and Canada 
exceeds that from  Poland,  Smaller.  Wesferwcountries  (the 
Netherlands, Belgium, Switzerland, Austria, Denmark, Sweden) 
are a l so  c o n t r i b u t i n g   t o  the common Western e f f o r t   o f  aid t o  
India. 

790 Soviet  a i d  from t h e  st,wt, i n  1955-56, was chiefly 
d i rec t ed  towards  the development  of ~ heavy indust ope rating 
within the  Dublic   sector .  The Bhila: s f e e l w o r s o n  which 
cons t ruc t io ;   s ta r ted  i n  the l a t e   OS, under an initial c r e d i t  
o f  $135 mil l ion  extended in 1955 and 1956 still  remains, 
t oge the r  with t h e  A s w a n  Dam i n  Egypt,  the  most  important 
showpiece o f  Soviet  development aid. Between  1956 and 1966 
more than $270 m i l l i o n  o f  Soviet  aid d e l i v e r i e s  were  devoted 
t o   t h e  building, i n  two s t ages ,  of a s t e e l   p l a n t ,  with an 
annual capacity o f  2,5 m i l l i o n  tons  o f  s t e e l  which made it the 
l a r g e s t  single product ion unit in India. Further expansion 
of t h e  plant i s  envisaged,  Another major achievement is t h e  
heavy  engineering  complex at  Rmchi ,  built with Sov ie t   a id  and 
ab le  t o  produce 85$ of  t h e  equipme3t  needed f o r  a s t e e l   p l a n t .  
Next t o  this Sov ie t   p ro j ec t  and i n  t h e  same town, Czechoslovakia 
has bui l t  a heavy  machine t o o l   p l m t ,  Communist a i d  w a s  a l s o  
used t o  expand t h e  mining s e c t o r ,   e l e c t r i c  ,power production 
and pet ro leum  ex t rac t ion  and re f in ing .   Savie t   exper t s  working 
with the  Irrdizn BTational O i l  and Natural Gas Commission  have 
been ab le  t o  i n f luence  the government  policy in  that f i e l d ,  

80. In 1967 t h e   I n d i a n   G o v e ~ e n % ' " d e c i a e a  t o  reduce  the 
pace of  the  public  sector  development in  an e f f o r t  t o  s t o p  
i n f l a t i o n ,  and the r e s u l t i n g  b-adE;et,wy s t r ingency  explains 
the  low l e v e l ,  since 1967, of drzwings on cred i t s   ex tended  by 
C o m u n i s t  coun t r i e so  In May 1968 t h e  government decided not  
t o  undertake any major industrial  p r o j e c t s  for t he   nex t  five 
years  but r a the r   t o   conso l ida t e   ea r l i e r   ach ievemen t s ,  The 
Soviet  a i d  i s  at present   concentrated  on the bui ld ing  o f  the 
first stage of t h e  Bokaro s teelworks due t o  be  completed by 
the  end o f  1971 ( f o r  which a $225 m i l l i o n   c r e d i t  was extended 
i n  1964),  on  the  expansion o f  the  heavy  machine building p l a n t  
a t  Ranchi, and o n  the  development  of  the  petroleum  refinery 
at  Koyali. 
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81, A s  far a s  a i o u l t u r e  is concerned,  an  experinental 

s t a t e  farm was b u i l t  +”- n-Tne   ear ly  days as a Soviet  grant,  but 
apparently met with l i t t l e  success, Equipment for a number 
of s t a t e  fams and a g r i c - d t u r a l  machines and t r ac to r   s t a t ions  
was delivered l a t e r ,  but results have  not come up to 
eXpeclat.ions. To help a l l e v i a t e   t h e  consequences of the two 
major droughts that plagued  InOia i n  1966 and 1967, the  USSR 
mdertook  .in December 1966 t o  de l iver  200,000 metric  tons of 
wheat (valued a t  $14 mil l ion)  as a grant. In  economic terms, 
Communis% agr i cu l tu ra l  a i d  has been negligible,  and the 
Soviet Union, which proveded a wide va r i e ty  o f  i ndus t r i a l  
undertakings, ’nad apparently  not  attempted t o  promote the 
construct.ion of  chemical f e r t i l i s e r   p l a n t s .  

* 82, Over the  twelve-year  period 1958-1970, about 35% o f  
total a i d  received by h a t a  consisted of food ,  but  recent 
ag r i cu l tu ra l   r e su l t s  have  been nuoh more sa t i s fac tory .   In  
1968-69, Ind ia l s  food ou-tqut was about 10% higher  than the 
previous  record  year, 1964-65, and it would  seem that i n  a few 
years f r o s  now food  a i d  wS11 no longer  be needed. According 
t o  some recent  expert  views,  India may even become a grain 
expor te r   in   the  1970s. 

83. Since 1967, t he re  has been a reappraisal  of the  o l d  
policy of  expanding India   s teel   product ion,  which s o  pleased 
the  Soviet  Union. India seems indeed t o  be suffering, a t  
least   temporar i ly ,  from &cess capaci ty   in  th i s  sector.  Under 
the  second  plan (1956-61), th ree  new s tee l  plants i n  the 
public  sector,  each with an fngot  capacity of 1 million  tons,  
were bui l t i  Bhilai, with Soviet help; Rourkela, with German 
assistanee,  and Durgapur w2th UK aid.  Simultaneously,  the 
pr ivate  Tata steelworks was encouraged t o  double its ex is t ing  
capacity of I. n i l l i o n  tons and the  I I S C O  works was expanded t o  
1 million tons,  During  the %?ifrd plan (1961-66), the  
capacity of the  Bhilai p lan t  was increased t o  2,5 million  tons 
and that of  Rourkela t o  1.8 a i l l i o n ,  !Phe f o u r t h  plan (1966-71), 
envisaged o r ig ina l ly  a growth in   s teel   product ion  capaci ty  up 
t o  19,5 mill ion tons.  In f a c t ,  demand for steel   over  the last  
f ive  years  has h a r d l y  r isen,  and has stagnated a t  about 
6.4 n i l l i on   t ons  o f  cruae  steel   enfi  .49.5..miLlion  tons of 
f in i shed   s tee l ,  The  two p lan ta   in   the   p r iva te   sec tor  have  been 
opercttng a t  about 85% of %heir   ra ted  capaci ty ,  while the  
production of the steelworks  in  the  public  sector has not 
exceed.ed 5576 of *heir  capcc.ity. The only  favourable 
developaefit was i n  the  export   f ie ld ,  which, i n  1968, absorbed 
about 700,000 t o n s  of f i n i shed   s t ee l ,  that is th ree  times the 
1967 f igure,  However, the production  costs o f  Ind ian   s tee l  
are high and exporters hme been asking for very  large export; 
subsidies (up t o  30% of  the value of the  products). These 
sobering facts have l e d  t o  the   reappra isa l  o f  the planned 
t a rge t s ,  Under the revised  plan,   the  capacity of the f irst  
stage 09 the new ljokaro s t e e l   p l a n t ,  t o  be b u i l t  with Soviet eid, 
w i l l -  be l imited t o  1.7 mil l ion  tons,  and the task o f  expandixg 
capacity t o  4 mi17,ion tons will be  postponed u n t i l  the f i f t h  
plan (1971-76). !l!he ccpao.ity of  the  other  Soviet-aided Bh.3-1~: 
s t e e l  complex wil.2. be  expanded narg ina l ly   f r sn  2,5-3,2 m i l l i c r  
tons  by end-1912, 
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84, Most of the e q u i p e n t  needed f o r  the expansion of 
s t ee l  productton  capacity from about 9 mil l ion   i n  1969 t o  
11.2 m. i l l ion   in  1973 will be manufactured i n  1nd.ia a t  the 
h e m y  engineering complex a t  Ranchi, which was s e t  up w i t h  
Soviet aid, Apart frcm the heavy  engineering and coal  mining 
machinery  production, Comamist aid seems t o  have  been most 
successful   in  the expansion of petroleum refining  capacfty,  
where Rumania, a long  with the  USSR, contributed t o  the 
development of the four  r e f i n e r i e s  i n  the public  sector with a 
t o t c l  c a p w i t y  o f  6.5 n f l l i cn   t ons  a year.  Pour other 
ref iner . ies   in   the  pr ivete   sector   provide f o r  an addi t ional  
2,5 million  tons,  but  to-t;cl  domestic demand i n  1968 was 
e s t h a t e d  a t  15.8 mil l ion tons and i s  expected t o  reach 
20.5 n i l l i on   t ons  by 1970-71+-. Present- p E m i s  ,.provide for -a .  *.'..' 

t o t a l  reft i l ing  capacity 09 22.2 mill ion  tons by 1970-71, i n  
which the   p r iva t e   s ec to r  w.ill. have a r ô l e  t o  p l ay  notwithstanding 
strong  Sov.iet  influence Sn the  O i l  and Natural Gas Commission, 
There a r e ' d s o  good prospects f o r  domestically  produced 
aluthiniutil, as a substitu-be f o r  imported  copper,  lead,  zinc  and 
t.in, but this  would r e q u i r e   f w t h e r   e l e c t r i c  power developments, 
I n  this f ie ld ,   the   Sovie t  Union has s o  far  contributed 
r e l a t i v e l y   l i t t l e :  about 15% of  the  increase between 1950 and 
1965, o r  some of t o t c l  domestic  production, 

85. India  i s  l e a m t n g  by  experience the danger of 
cccepting a pa t te rn  of economic development similar t o  the  
Soviet model and of paying t o o  l i t t l e   a t t e n t i o n  t o  the problem 
o f  meTkctSng the  prodrxct, Notwithstanding the recent 
nationalisation  of  the  banking  system, the new trends  in  
planning  are towmds more f l e x i b i l i t y ,   l e s s   s t r i c t   c o n t r o l  by 
t h e  plakming commission and the  governent  over  industrial .  
development, and increcsed  a t tent ion t o  ag r i cu l tu ra l  
development along  l inea more i n  conformity with the  farmers? 
ora1 wishes and initiatives,. During  the  f iscal   gear 1968-49, 
India .imported  about $220 mi l l ion  worth of f e r t i l i s e r s ,   t h e  
bulk of which was financed with US aid. During the  coming 
years, efforts will be made t o  increase domes-tic production of 
chemical f e r t i l i s e r s ,  but the  country will still need t o  
&mport m o n t a ,  z 

86. In  recent  yecrs,  about IS$ of India 's   exports have 
been going t o  Comunist  cov.ntries and about 10% of her  imports 
have come from these coUi?tzieso I n d i a Y s  economic l i n k s  with 
the   %ndus t r ia l i sed  non-Communist world are far more e s sen t i a l  
for economic growth thm those  es tabl ished with Commuist  
countries, The economic out look  a t  the  end of 1969 was agcin 
r a the r  gloomy, with a continued  threat of i n f l a t i o n  as money 
cvz.ilab3.e wss fncreasing more rap id ly  than  production, and 
wages were growing faster  than  productivity.  

87, The financing 09 .investments pcses serious problems, 
and the  country w f l l  continue t o  need foreign  assfstance. Over 
t h e  lsst three   years ,   the   ne t  amount of  foreign  ass is tance has 
dwindled ($1,307 mil l ion .in the f i s c a l   y e a r  1964/65, 
$603 mill ion tn 1968/69), The number of foreign  private 
.Investlmcnt o f f e r s  dropped from over 800 i n  1965/66 t o  12-4 i n  
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I~E;F;/C~.. BY 1970, t'ne r e p q p e n t  o f  p a i t  (j-ebts is expected. t o  
reach  5O$ of gross- a id .  The government hm indicz.-teil i ts  
i n t e n t i o n  to reduce by h d Î  i t s  dependence on  i n t e r n a t i o n a l  
a s s i s t a n c e   b y  1974.' Nearly $1 b i l l i o n  o f  Communist a i d  
extended hes no t   ye t   been  drawn, but t he   Ind ian  Government, 
e f t e r  its experienc.e of Sovie t  a i d  i n  s t e e l   p r o d u c t i o n ,  i s  
c a r e Î u l l y   r e c o n s i d e r i n g  i n  which s e c t o r s  e i d  may be   pu t  t o  t he  
% e s t -  èconomic  use. 

irif rastructure 
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l i t t l e  cotton).  Industry .is almost non-existent, and handicraft  
suffered from t h e  Jewish exodus i n   t h e  50s. Coffee  remeins 
the main cash  crop.  Other  exports  consist o f  hides, skins and 
some cereals,  Geological  prospecting  undertaken by Soviet 
experts has EO far  not  revealed  any  significant oil deposit, 

89, Communist a id  has contributed  to  the development of 
t he   oou t ryas  economic in f r a s t ruc tu re .   Re la t ive ly   l i t t l e  a i d  
from Western  sources  had  been  accepted by Yemen befcre 1966. 
b o n g  the  few projects  mdex4aken with Western a id  may be 
mentioned the  water  supply  system of the town of Ta*izz,  bu i l t  
by the  United  States,  The Chinese Comunists concentrated 
t h e i r  efforix (over $35 mi l l ion  drawn by the end of 1969) on 
the  construction of  the  road  connecting  the Hudaydah p o r t  t o  
Santa, t h e   c a p i t a l  of the co~~ry;-'',,~d-.s~d~tion, they 
completbd a t e x t i l e  mill early i n  1967. The Soviet Zone of 
Germany, which has been -the most ac t ive  o f  the East European 
countries  .in Yemen, prov.ided the  telephone  system and e lec t r ic -  
generating equ€pment i n  the capi ta l ,  and carried  out part of a 
telecommunications  project t o  which Czechoslovakia a l s o  
contributed,  Hungaryrs mafn aid contribution was equipping 
and staff.5ng a Soviet-built   hospital .  

. , ".. ., ~, . 

90, The main Savie t   e f for t  s o  f a r  i n  opening  up t h e  
country t o  the  outs ide world has been  the  construction of a 
new port  a t  81 Hudaydah, f o r  which about $15 mil l ion was 
provided on credit  terms  Sn 1956. The inclusion of th i s  p o r t  
i n  "ce Red Sea  schedules o f  several   Soviet  and East European 
shipping  l ines  before  the  closure of the Suez Canal i n  1967 
contr ibuted  s ignif icant ly  t o  t he  expansion o f  Yemen's t r ade  
with thesc  countries.  The Soviet Union was a l s o  engaged i n  
a i r f ie ld   construct ion,   in   land  reclamation schemes,  and 
inprovernent of  cotton  cultfvalion. A t  t he  end o f  l 9 6 8  the 
USSR agreed t o  react ivztc 'var ious  projects ,   including the 200 km 
long Hudaydah-Tatizz road, on which work had been s t a r t e d  in 
February  1966  but had been abandoned dur ing   the   c iv i l  war. 
The building of  a cement p lan t  and a fish canning  factory, and 
the  development of  a f i sh ing  por t  a t  Al Hudaydah  was 
reconsidered,  In the f i e l d  of education,  the  Soviet Union has 
proposed the s e t t i n g  up 09 some vocational  training  centres.  
Over 1,370 Yemeni have so  f a r  received, o r  are  receiving, 
academic o r  t echn ica l   t r a in ing   i n  Communist countries,  mainly 
the USSR; Over recent y e a s ,  some 900 c iv i l ian   t echnic ians  
and labomers  from Communist countries  (nearly hslf of which 
were Chiwse working on rocd construction)  have worked i n  the 
country  though their  number declined sharply i n  1969. 

91, Yemen has a contlhuing  need f o r  all types of economic 
a d  technical aid, However, it produces  very few exportable 
goods, The  Communist countries have had t o  provide foods tu€fs  
and con.sumer goods,  under various commodity loans, that were 
s o l d  i n  the country t o  generate  the  . local  funds needed f o r  t he  
bmplemcntation o f  t h e i r  zPd pro  rames.  After  the  Arab-Israeli.  
war .in'1967.  Western  influence 7 mainly that  of  the United 
States,   Gegany and I t s l y )  was further.  reduced, and i ts  
. interests   pract ical ly   e l i ra%nated.  The c i v i l  war, which cont:.aued 
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th:=ou&cu”t 1965 a16 t he  m z j o r  part o f  1969, precluded a y  
serious economic progress during this period.  The cou.?try, 
which has n o t  y e t . s t a r t e d  i t s  industrialisation process ,  . 
depends a l m o s t  e x c l u s i v e l y  on imports  f rom t h e  Communist 
c o u n t r i e s  f o r  development a id .  The inf luence o f  t h e  Communist 
c o u n t r i e s  i n  Yemen is l i k e l y  t o  cont inue in t h e   f o r e s e e a b l e  
future, as t h e  r o a d  t o   i n d u s t r j - a l i s a t i o n  and econdmic 
development will probably be a v e r y  long one. 

Total  drawn 
(mid-969) $ 135 million 
or $ 3 6  per  head 
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d. 

asa is tame,  m e  Communtst aid programme f o r  Guinea has 
fluctuated  widely  according t o  the changes i n  the countryTs 
pol i t ica l   o r ien ta t ion .   f ! ! te r   the   b reak  with France i n  1958 
and up t o  the  end o f  1961, 9 t  looked as if Guinea would  became 
a major base f o r  Communist activit ies  in  Africa.   Indeed, most 
o f  the  a td  received was extended during the  years 1959 and 
1960 not  only by the USSE but   a lso by various  East European 
counEr.iea such as Czechoslovakia,  Hungary, Poland, the  Soviet  
Zone of Germmy, and by Comuaist  China. A.n important  part 
of  th is  assts tance was promptly used or, the  construction of a 
powerful  radio s t a t i o n ,  public 2,ddress systems and radio 
equipment, thea t res  and 5ssembly halls and  p.Jb1ication 
fao . i l i t i es .   In   addi t io i l ,  c nrunber of  c ivi l ian  technicians from 
Communist cowtries  replcced  French  experts i n  va r i cus . fmc t ions  . 
both ins ide  and outside the governmental  services. The 
SovteL  Union, ass i s ted  by Czechoslovakia, improved the  access 
t o  and . f a c i l i t i e s  of t he  Conakry airport  and provtded a i r c r a f t  
and technica l   ass i s tance  for the establishment and operation 
of the na t iona l   a i r l i ne .   In  comparison with inf ras t ruc ture  
cid,  cssistctnce t o  incrcase  the  production  capacity wcs l e s s  
.&mportmt though Q few . i ndus t r id  p lan ts  and agr icu l tura l  
projects  were completed. 

93. When, i n  December 1961, the  Soviet Ambassador was 
expelled f o r  in te r fe r ing  wfth in t e rna l   po l i%ica l   a f f a i r s ,   t he  
Guineen Government attempted t o  a t t r a c t  new Western aid and 
private  investment. !the local author i t ies  complafned  about 
the "overpricing" of Soviet  del iver ies  and the  inadequate 
quali"r;y o f  the equipment  provided. The government a t  the  time 
even re fused   to  pay its outstanding  debts t o  Communist 
oomtries .  However, prospects f o r  Western aid remained 
uncertain and the  author . i t fes  gradual ly  rea l i sed  that t h e i r  
a b i l i t y  t o  play o f f  Commur-ist against  Western a id   o f fe rs  was 
not   unl .bi ted.  A more sophis t ica ted   l ine  of neut ra l i ty  between 
East and Vest was consequently  adopted, and, a f t e r  a sharp drop 
i n   t h e   e a r l y  60s, Communist aid  regained some  momentum, New 
credi t s  were extended, a l a r g e   p a r t  o f  which was used t o  f w d  
accumulated t rade   def ic i t s .  By 1967, about 1,670 c i v i l i a n  
technical  personnel frorn Dommnist  countries were aga in   a t  
work in Gufnea, o f  which about l,I>OD.raerc. .<Chinese,  engaged  ..,in 
aar.iow agricultural  prodccts  (tea,  tobacco,  coffee,  cotton) 
and on the completion OP a small  scale dam, The Soviet Union 
moved with more caution, and  proposed new credi t s  t o  put 
var ious  exis t ing  projects  on a sounder economic  and technical  
basis, In the  meantime, d o s e r   r e l a t i o n s  with Prance  and 
varrous  other Western colxiz-kries (including  the  United Kingdom) 
were resumed, and the governent  declded t o  develop  the 
exploitat . ion of its Tpast reserves of bauxite  near 30k6 with 
Western assis tance,  

. .  

N A , T O  C O N F I D E N T I A L  

- 60- 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



N A T O   S E C R E T  

- 61 - C-M( m 4 2  

9 5  MALI  

MALI 
Population (1968) : 
4.8 mi I l ion 

GDP per  head (1 967) 
estimated  at  about 

$75 
Communist  aid : 
Toia  I extended 
since 1961 : 
$ 155 million 
T da1 drawn 
(mid-1969) $89 
mil l ion Q $ 19 
per  head 
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Communist countries,  although both Chfna and the  Soviet  Union 
provided some hard currency i n  1966, Until then, Commmist 
a i d  had mainly  consisted in providing on c red i t  terns a 
geological survey which d id  not  lead t o  any important new 
discoveries, some equipment- and technical   ass is tance f o r  
t r anspor t   ( a i r  and road) 2nd various small t o  medium sized 
industr5al  plants,  as well as a g r i c u l t m a l  projects, most of 
which had t o  be  postponed .in view of the  ser ious economic 
crisis,   After  devaluing  the  national  currency by 50% a t  the 
end OP 1967, . -  Mali sought t o  obtain  ass is tance f rom France. 

construction of  a cement p lan t  and the delivery of  equipment 
ant! t echnica l   ass i s tance  f o r  the .. !Qffice-. ..du -.Nigerw s e t  up i n  , ," .. j , ,  

ear l ier   years  by France. Communist China,  which, before 1966, 
had bu i l t  a sugar ref inery,  a c igare t te  and a match factory,  
recent ly  completed the  construction of a motel, a cinema,  a 
broadcasting  station, a $8 mfl l ion   t ex t i le   p lan t ,  and a 
tannery, and continued -bo provlde  technical  assistance t o  
Nalian agriculture  ( tea,   r .%ce, sugar), Communist aid has also  
provided some help f o r  the   hea l th   se rv ices  i n  the  form of  
hospi ta l  equtpment and medlcal  staff ,  and continued t o  a s s i s t  
in the f i e l d  of education, In 1969, there  were s t i l l  about 
1,300 c iv i l ian   exper t s  from Communist count r ies   a t  work i n  
Mali, of which 800 were Chinese and 400 Russian. 

96, Since  then,  Soviet  aid  has  been  confined t o  the 

97. Communist a id  has not  contributed  significantly t o  
the eoonomfc developmect of the country. !??he economic 
situation remains preccrious. The countryts  balance of 
paymen-bs continued t o  de te r iora te  and the  unfavourable  weather 
condittons  during  the 1968/69 crop  season  adversely  affected 
exports and increased tho need f o r  food imports, The annual 
debt  ecmice has been estimated t o  amount t o  nearly 
three-quarters o f  Malian export  revenues i n  1966/070  Western 
aid  (par t icular ly   France)  proved  indispensable, and  could i n  
part be channelled through the European Economic  Community, 
of  which Nali is an assoc.iate member. I n  1967, Mali was s t i l l  
airect ing 'about  30% of  %%S t rade  towards  the Communist 
comtr5es,   but,   since  the m i l i t a r y  COUP i n  November 1968, the 
new regtac has attempted  to streng-bhen ~,54m-'~e~mo'm2~ l i n k s  with . .  ' ' ~,' 

the  Wes'c, Western trade and. aid could well prove t o  be a 
b e t t e r   w s e t  f o r  economic  development than c red i t s  from 
Comw-ist countries. 
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99. M m  the start;, the  Soviet economic a id  programme 

enooun-tered serious  diff.icu-3.ties  as  the Somali Government was 
unable t o  pay the   l oca l  o o s t s  of the  projects  undertaken o r  
t o  maintaln them i n  operat.3.on a f t e r  cornpletion, Soviet '  
ass.istance went mainly t o  the establishment of t h r e e   s t a t e  
farms, a few food processîng  piants (milk processing, meat 
pacung and fish canning) , the development of  the Berbera 
port and a small  hydro-electric  plant. I n  an e f for t  t o  help 
Somalia solve  the problem 09 local   costs ,   the  USSR agreed t o  
extend-..tn .l966 a commodity l o a n  (worth $8.5 m i l l i o n )  
aonsisting  mainly i n  the  del ivery of petroleum t o  be s o l d  
loca l ly  t o  generate some local  currency  funds,  but  the  lack 
of cap i t a l  and technical  knowledge  continued to  plague  the 
Sov.ict economic aid  projects-. . - ~ - ~ : . , , ~ ~ ~ t " - - ~ L - . 9 & 8 ; - ~  the USSR,..ha.d 
t o  agree t o  the postponement of  the repayments on overdue 
l o a s  extended t o  Somalia f o r  another  period of one t o  two 
years. Chinese aid, which s t a r t ed  i n  1963, was hardly more 
successful as f a r  as economic  development projects  were 
ooncerncd. It was only  .in A u g u s t  1967 that the first project,  
an experimental  rice and tobacco c u l t i v a t i o n  scheme, was 
formally agreed and Sn June 1968 t h a t  the loan agreement 
undertaken by China f i v e  years e a r l i e r  was f i n a l l y  r a t i f i ed .  
I n  the meantime, the Chinese had constructed, as a grant,   the 
National  Theatre and ex-%onded budgetary  support and relief 
ald as free g i f t s .  By nid-1969, about 170 civi l ian  technicians 
from Communist countries were a t  work i n  Somalia. 

100, The experience .in Somalia drew Soviet   at tention t o  
hitherto  unfamiliar problems, such as the  limited ab i l i t y  of 
acveloptng  countries t o  absorb  aid. Communist economic a id  
somet2rnelir helpel!  the  country t o  overcome temporary  budgetarian 
problems, but d i d  l i t t l e  t o  help i n  economic  development 
In   f ac t ,  .the loans  extended imposed  a  heavy  burden on the 
balance 6f payments of the recipient  country,  For  fur ther  
grogress, technical  and echcational  assistance may be a 
prerequiai te  and, i n  this f . ie ld ,  Western countries with 
longer  experience may well be a t  an  advantage.  Somalia, which 
.is zwzrc of  the need for Vesten? assis tance,  i s  also an 
associate  member of  the Euxopaan Economic  Community, and 
d i rec ts  i t s  exports  almost  exclusWely,fo non-Communist 
oouultrtés. A s i z a b l e   p a 3  of  i t s  imports (il? 1967, 17$), 
however, come from the USSR sad will hwe t o  be  repaid by 
increcsed  exports, 

. (d)  Other main - r e c 1 . n t   c o u n t r l e s  

101, In most other recipient   countr ies ,   the  impact of 
Communist a i d  on t h e i r  econoaic  development has EO far  been  even 
less marked than i n  the case of  the countries examined i n  the 
preci?&i?ng paragra-phs, In  some cases, such as A l  eria, Tuni.sia, 
Irm1, l a g e  scale  a id  p r o g a m e s  have  been star e =O m 
=OF; r e s u l t s I  It w i l l  ora3 be a f t e r   t h e  completion of some m , o r  T 
projects (such as the Amzba steelworks i n  Algeria)   that  it w!,llbe 
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possfble t o  appraise the  r6le  of Communist a id  i n  the growth 
of the economies, In  othor  cases, such as  Ghanq, E t h i o p i c ,  - Fakistan, what has emergCO- from the  Communimd Frogramm'es 
s o  m s  negligible i n  re la t ion  t o  the economy as a whole o r  
compared with assistance provided by Western countriesa 

102, Ind-onesia is a special  case.  Notwithstanding  large 
scale  assistance extended by a l l  the  Comunist  countries 
betveen L955 and 1961, amomting t o  some $650 million,  the 
policy followed by Sukarno up t o  the end of. 1965 fms t r a t ed  
any attempt t o  provide e sound basis f o r  economic growth, 
Indeed,  between  1958 and 1966, industrial  output first 
decreased and then stagnated a t  about the 1958 level ,  Over 
the decade  1958/67, gross domestic  praduc.t,.per  head did not 
r i s e  a t  a l l .  

& Y o * &  
%x l o i t a t i o n  o f . t h e  pro a anda value of economic 

103. The large  scale   publ ic i ty  campaign that has 
acoom-oanied the economic a9d programmea of Communist countries 
df rwfed  towards the non-Communist developing  countries  centres 
mainly on three objectivest 

.b creating  the .image of 8 Communist world that could 
offer   the newly .independent s t a t e s  an a l te rna t ive  
source of large scale  economic development 
assistance. This would enable them t o  replace 
Western a id  and reduce t h e i r  economic dependence 
on the ex-colonial powers for their   rapid 
Indwtr ia l i sa t ion ;  

- presenting Communist a i d  as   f inancial ly  more 
advantageous than Western aid by pointing  out  the 
llgeneroustt  condit;ians attached t o  Communist credi ts  t 
low in te res t  rates, long repayment periods and the 
poss ib i l i ty  of  repaying  principal and in te res t  i n  
the  form o f  export camn.odi,tiez ..rather  than ha?& 
currencies; 

c etressfng the "unselfisht1 character of Comunist  a id  
directed  to   industr ia l  development Frojects   in   the 
public s e c t o r  fzvouring  rapid  overall economic 
growth. Invesiments by the   industr ia l  West would 
Lead t o  an ever-growing drain of foreign exchange 
from the   recipient   comtry  in   respect  cf in te res t  
charges and rcpzyment of  principal, Western aid 
would contribute l i t t l e  t o  growth, and serve t o  
replace the olü oolonial  type of d i rec t  dominatior, 
by a new system of economic subservience t o  the 
wealthy  Westem  nations. 
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104.. After  1960,  however, Communist China turned most of 
these  propaganda themes against   the  Soviet  Union, seeking t o  
throw d iscred i t  on Soviet a i d  progranmes. In   an  effor t  t o  
z s se r t  its own presence .in Third  World countries, China d i d  
no t   hes i ta te  t o  t r y  t o  undercut  Soviet aid by offer ing 
. in te res t - f ree   longer   t e rn   c red i t s ,   spec ia l   types  of purely 
f.inz?ncial aid, and the sending of technical   ass is tance 
personnel under conditions which would be  unacceptable t o  
Soviet 02 East European experts. 

m (b) lThe overal l  s.a:zc;of a i d  f lows 

105, Any comparison o f  t he   ne t  f l o w  of f inanc ia l  
resources t o  developing  countries  d.emonstra&s that  the 
Conmunist'countries are providing  only a ninute,  znd indeed 
dwindling, f r ac t ion  of t h e  t o t a l  put a t  the  disposal of 
develop3ag  countries. Over t h e  l a s t  f ive  years ,  1964-1968, 
the  average  annual  net flow of  finance from Western  sources 
hes been $10.8 b i l l i o n  ($6.6 b i l l i o n  from the publ ic   sector  
a d  $4.2 bPllion  fron the pr iva te   sec tor ) ,  tis against  t o t a l  
c i d  dc l lvcr ies  by Communist countries amounting  Ennually t o  
cbout $ l o o  b i l l i o n  ($300 mfllion t o  developing  countries o f  
the  I ? o i + C b ~ ~ i s t  world, $350 mil l ion t o  Comunist  developing 
coxntrlos, 2nd $380 n i l l i o n  normal ard special  aid t o  Cuba).. 
As regards the  developlag  nations of  the Third World, during 
the lcst f i v e  years, Comurst countries  provided  less  than 
37; of  the f inanc ia l   nems  a t  t h e i r  d i sposa l  by the  

The comparison f o r  t he  year 1968 between  Western  and Eastern 
a i d ( l )  is even more d i sdva t s .geous  f o r  the Comunist 
countries:  Western  off.ic.ia1 a i d  was nearly 28 t i n e s   l a r g e r  
thm Eastern a i d  and, if pr.iva.f;e  Western  investment  funds m e  
included' (which, although not a i d   i n   t h e   s t r i c t e s t   s e n s e  of 
t he  tern,  nevertheless  contribute t o  economic development), 
the  flow OP f inanc ia l  nems fron t h e  West  was  aome 50 t i n e s  
larger   than froa Comuni s t  SOI' z c e s .  

(U 

. . " 

industrialised  Tree World including the flow f r o a  
privete  sources) and less 5% of o f f i c i a l  Western aid. 

106, With 2 GNP es t . imted  t o  represent   s l igh t ly   l ess   than  
L .  half ( $ @ G )  that  of t he  Ulzited S.t;ates,_:&;the..-annurzl average  net .- 

Sov.iet c i d  deliveries  over the l a s t  f ive   ears  (1964-1968) 
mounted t o  less  than  on-fifteenth (Ge5$Y of  the  US o f f i c i d .  

ConyrTng  the  Soviet ef2or-t- with that of  the European 
ambers of  ITATO, wherew  Soviet GNP represented  about 70% of  

t o   s l i g h t l y  more than lO$ of 'chat delivered by l3ATO-Europe. 
France h m  been   de l ivming  mnual ly   th ree   t ines   nore   o f f ic ia l  
Cid t o  developing  countr.ies o f  the  Third World than the Sovie t  
Union, although  her GNP .is about  one-third  that of the USSR. 
I n  more recent  years,   the  Soviet   perfomance has been  ever 
poorer thm the f ive-yecr mnual average would suggest. 

.il a i d  flow t o  developing  mtfons of  the non-Communist world. 

+ the i r  t o t c l ,  Soviet a id  over   the l a s t  f i v e  years has auonnted 

1 

(1) See  Table VI11 at fumex 
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GRAPH V I  - G R A P H l Q C E   V /  

OFFICIAL D E V E L O P M E N T  A I D  WESTERN & C O M M U N E  
Net flow of F inancia l   Resources from the  Publ ic   Sector   to  l ess  developed  Countr ies of the  Non  Communtst  World 

A l D E  ECONOMlQUE 0 F F l C l E L f . E  DE L 'OUEST E T  D E S  COMMUNlSTES 
Montant  net  de / 'a ide  f inanc ière  fourn ie   par  le Secteur   publ ic  aux pays  en  voie  de  développement  du  monde  non-communiste 

( O )  A S  PERCENTAGE OF TOTAL  OFFICIAL  DEVELOPMENT A I D  DURING  THE  PERIOD 176*-68 
POURCENTAGE DU TOTAL DE L'AIDE  ECONOMlQUE  OFFlClELLE  PENDANT L A  PEf i 'c?nE '960-68 

OEC3 - DAC  COUNTRIES 
PAYS  OCDE ~ CAD 

CO". COUNT RI ES 
$ 3 bbllion 

PAYS COMMUNISTES 
3 m i l l i a r d s  de b 

56 bl l l ion 

56 m i l l i a r d s   d e  $ 

(b) IN  MILLION 5 
EN MILLIONS  DE 5 

7 O00 

6 O00 

5 000 

4 O00 

3 O00 

1 I I I 1 I PA YS COMMUNlSTES 
I I 3 70 460 410 

320 3 50 I 
130 210  290 240 

O 1 
1960 1961 1962  1963  1964  1965  1966 1967 1968 
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107, As t o  t he  21,500 technicians and labourers from 

Cornmis t  countries c t  work during  recent  yeors i n  the 
developing  areas of the non-Communist world, there  were  more 
than f.ive  times th i s  number of experts  in  these  cozntries 
provided  off ic ic l ly  by t h e  West (103,000 i n  1966 znd 111,000 
.in  1961), Sin i l a r ly ,  wherezs about 17,500 students and 
t ro inees  f ron developing  countries were receiving  technical  
rsnii'cccdemfc t r a in ing   i h  Coriznunist countries,  over 69,000 
(35,000.students and  34,000 technical   t ra inees)  were taking 
advmtzge of education and t ra ining  sss is tance  schmes in 
Western countries,  while nore than 11,000 were benefi t fng 
from s i n i l a r   f a c i l i t i e s  set; up with Western a i d   i n   t h e i r  own 
oountrics.. These  Western f igures  do not  include  technicians 
prov.ided by Sndivridual  Western -P f rms-~fm 'the i n s t a l l a t i o n  of  
equipment and plant  delivered on a pr iva te  basis, nor  students 
or technical  trainees  stuiiying  in  Western.countries on t h e i r  
own aCCOuntm Furthermore,  whereas Communist technical  
ass ls tznce is nornally  .fncluded in   t he   ove ra l l   c r ed i t  
arrangenent and is repcfd with i n t e r e s t ,  Western technical  
zid is generally extended  .in  the f o r n  o f  grants o r  free 
services. 

108. The record o f  economic a id   de l iver ies  t o  the  Tnird 
Vorld by East European count r ies   in  comparison with the West 
.is hardly  better,  Czechoslovakia, which leads  the group of 
Wcrsaw Pact  countries i n  terms of economic aid  del iver ies  t o  
developing  countries, end whose GNP per head is perhaps o f  the  
srne  order  as that of I-tzly, spends  about $1.40 per 
Snhrsbftant  per year on Qconoaic s f d  t o  the  developing areEs of 
the noiz-Comunist world, whi le   the   ne t   o f f ic ia l  f low of  
Ital.fan Cid amounted over the l a s t  two years t o  about $2.70 per 
head. The net governmeiltcd aid  disbursements of  a l l ,   t h e  
Bwopecn ITAT0 countries  represented $8,20 annually  per 
inhabi tent  during the years 1964-68. I n  a l l  the Wsu'arsaw Pact 
countries  (excluding  Czechoslovakia)  net economic aid 
deliveries  represented Leos than $1 per  inhabitant. 

(c) Terns o f  Aid 

109. Contrary  to  the claims of'Corjnunist  propaganda, 
Cornmis t  a id  on the  whole .is extended  under  terns  less  generous 
%hm those of Western oPSict31 zid.  The CorJnunist nethod of 
corrpcring i n t e r e s t   r a t e s  m d  repayment periods  applicable t o  
govermentcl   loans  onits the f a c t  that half t h e   t o t a l  Western 
assis tanbe  consis ts  of p m t a  without  repaynent, m i n g  1967 
and  1968,  Western grants  mounted  annually t o  some $3 b i l l i o n ,  
Up v m t i l  1960,  grants  cccoiu?ted for sone 85$ of Western 
off.ic.ir?l zid contributions,  while  the  remaining 15% was extended 
a t  high commercial in te res - f ;   ra tes  and for r e l a t ive ly  short 
periods, Since  then, the &hare of grants  has  gradually 
deolined (50% i n  1968)  but,  siaultaneously,  the  terns  attached 
t o  Ves tern   o f f ic ia l  locns have  been  considerably  ewed. 
NevexWieless, the  picture  varies  widely from one Western 
country t o  another: 95?; o f  Belgian economic aid  extended i n  
1968 WL~S oh  c grant   basis t  This share was 92% f o r  Norway, 75$ 
f o r  Canada, 72% f o r  the Netherlands and 70% f o r  France. I n  the 
UM .it w m  46$, i n   t h e  US 450/3 and i n   t h e  FRG 56%. I n  contras';, 
98,5% of  Soviet   aid and 99.4% of Ea3t European aid nust  be 
reimbursed by +he recipient  country,  
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110, The growing b-arden o f  servicing  the  accumulating 
foreigxl  indebtedness o f  developing  couatrLes,  estimated a t  
necr3.g $48 b i l l i o n  by nia-1.968 and requiring  annual 
reimbursements of  nearly'$T.O b i l l i o n  i n  principal; and 
$1,3 b i l l i o n   i n   i n t e r e s t ,  has become a subject o f  concern i n  
both rec ip ien t  and donor coxmtries,  In  the West, the aim has 
been t o  lower  interest  rates and extend  repayments  over  longer 
per . iods( l ) ,   L i t t l e  has been done i n  this d i rec t ion  by the 
Cornmis t  Coun'trE'ies.  The Soviet Union has  increasingly 
introduced  ltccmmercialtl crsdits with shorter  repa-ment 
per.tods alld ze l a t ive ly  higher i n t e r e s t   r a t e s ,  Communist China 

..":.F> 'the ear ly  year a... (1960-62) repres-ea%.e.dL .a. large shme  of  
* is extemrdimg in te res t - f ree  loans r a t h e r  than grants, which i n  

6, in$erest  ra tes  somewhat t o  br ing them i n t o  l i n e  with the  
Chinese aid, "he East Buropean countries  have  lcwered  their 

Soviet onest but do n o t  seem t o  have  lengthened  significantly 
the repayment  periods. 

111, I n  the  West, the  average weighed r a t e  o f  i n t e r e s t  
attached to off ic ia l ,  a id  has Î luctuated between 4*7$ i n  1961, 
3.G; i n  1966, 3.8% i n  1367 and 3.3% i n  1968. . The average 
duxatton o f  these loans was 38 years   in  1961, alzd has s ince 
been lengthened t o  23% yeam i n  1966; 23 years in 1967 and 
25 yeazs i n  1968, Those f,iPures  demonstrate  that  the 
generosity of Soviet  loans Son average, 2*8$ i n t e r e s t ,  
dwatJ.on about 15  years) i s  nothiog except ioaal   in  Western 
o f f i s i a l  aid, and is largely ovsrtaken by Cornwsnist Chinese 
t e rns  or" aid.  

13.2. The willingness of  t h e  CommunSst countries t o  accept 
as ro-lapen-ks o f  p r inc ipa l  and in te res t   the   t rad l t iona l   expor t s  
of %he r ec ip i en t   ccwt ry ,  and even, i n  some instances,  the 
goods produced by the   enterpr ises   es tabl ished w i t h  Comunist 
aid, has undoubtedly  cantributed t o  easing  the constant 
pressure on t h e  recipient cow.tries f o r  coavczlible  currencies, 

. . . .  . . . .  
W 

(1) The CAD members of  %he OECD agreeKIn  February 1959 on a 
reoomendation thet member countries should- extend 70% of. 
the3.r t o t a l   o f f i c i a l  developnent  assistance  in  the form of 
grants QT grant-l ike  contributions o r  t o  ensure   tha t   the i r  
development ass i s tance  commitments contain an- axerage 
concessional  element (iae. the  face  value o f  the commitment 
less the discounted  present  value o f  the  required 
mortksa';ion plus i n t e r e s t  payments, using a 10% discount 
r a t e )  of a t  l e a s t  85$, 
Esamples of such loans are: 

. .  . . . .  
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This o6vamztz.gs % S ,  however, l imited  to   the  extent  that these 
exports ca-aot nomal.ly f ind  an o u t l e t   i n  Western  marketst  the 
poss.i.bili't;y cf semir ing  Comuniat debts  with t r a d i t i o n a l  
exports mojT thus  tend  to  reduce the economically  healthy 
pressure f o r  red i rec t ing   the  proli-uceion o f  the  developing 
coun't;ry towards exnomfcal ly  mom competitive  types o f  goods, 
although they a r e  uxzdoubte3.3.y a welcome, i f  temporary, r e l i e f  
for th3 rttecipfen-t cmntries. 

(d) n e c o P o m i c  1L aid 

113, *rA.id tylwgn, which implies the imposition by  donor 
ooun-tries of the conkition that goods and services  financed  by 
aid sk.ox2.d be  purchased  exclnsively  In  the  donor  country, is 
generally  recognised as one of t he  worst conshain ts . .   haqer ing  -.. 
the good f m c t ï m i n g  of  aid. Such a condition may indeed compel 
thsa t o  cl,cce,pt higher prfces  o r  a lower qual t ty  of goods than 
they would if they hzd free choice as t o  available  sources of 
suppl;r, 111 t'ne West, the   p rac t ice  of "tyingtt a id  had been 
gainlng in importance in the 60s, par t i cu la r ly  i n  the  United 
States,   faced with balence of  p q u e n t s  d i f f i cu l t i e s ,   bu t   t he re  
i s  a gene232 agreement thEt the  free  cnoice o f  suppliers remains 
the  object ive %O be  recched  as soon as t he   i n t e rna l  economic 
s.ituat.ion of t he  donor  permits. The United S tz t e s  has recent ly  
dec'ided t o  Itundifevc a lzrgcr par t  of  i t s  a id  programme, It has 
been  estimated tha t  a id  tying i n  1967 applied t o  58% of gross 
Westcm development aid di.sbursements, and t o   s l i g h t l y   l e s s  
than 75$ of toLa1 aid if the   t i ed   shares  of  de l iver ies  of 
services 2nd goods under  technical  assistance schemes are  included, 

114, Nevertheless, .in 1967, $L8 b i l l i o n  of aid delivered 
wcs extended  QnLiedfc, aU. by non-Conmumist countries, The 
share of 9~non-tf.edrt a t d  t o t a l  n e t   o f f i c i a l  d.fsbursenents 
v L r i e s  t?id.ely from country t o  country. I n  HAT0 donor  countries, 
%t re2resented: 

TABLE 6 
Non-tied aid C ? S ~  of  t o t a l  Western o f f i c i a l  a i l !  

. . . .  

Country 
. . .  . 

Portugal 
Gemany 
United Kingdom 
Belg€um 
Netherlands 
Prance 
I t a l y  
Norway 
Denmark 
United States 
Canada 

1966 

73 
38 
29 
28 

24 
34 
25 
22 

3 
4 
4 

i . .  
1.967 

86 
40 
35 
34 
32 
31 
27 
13  

4 
4 

-.- 

"." 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



'. 
\ 

N A T O  C O N F I D E N T I A L  

-72- m 0 1 4 2  

115, As against   the   prevai l ing Western prac t ice  of leaving 
r t  lecst sone  freedom o f  choice t o  the aid r e c i p i e n t ,   a l l  
Communist a id  is extended on a non-convertiXe basis, thus 
requiring tiiat any delivery of  goods o r  services  under a 
Cornmis t  a i d  programme 'Pc purchased  solely  in the donor 
countrs, While recirdents  of  Western "tiedtt   aid  can choose 
betwe& competing suppliers  within the donor country, even this  
Umitelb freedom of choice .is denied in   Comunist  donor 
countries where there  is no internal  competition. 

(e) Multilateral Essistance 

L16. Although it is ge,nerally,a-greed  amung'8eveloping 
countries that  n u l t t l a t e r a l  a id  is one of the  best  channels 
f o r  avoid5ng "attaching undue strfngstl t o  economic aid,  the 
Communist countr ies   have  s teadi ly   re jected any form of 
asa . i sknce  that doea no% d l o w  a c lea r   i den t i f i ca t ion  of i ts  
n&ionoL origin,  None of the Communist countries par t i c ipa t e s  
in such  . intemational   orgmizat ions as the   In te rna t iona l  Bank 
f a r  Rococstmctfon  and Development, the Internat ional  
Dcvelopnent A.gency, the  lhternat€onal  Finance  Corporation, o r  
in  regioncl development  banks established for Africa, Asia o r  
South Ilrjlerfca, They hrve  been  unable to s e t  up, even withfn 
COMECONl anything nearly  equivalent t o  the Comon Market 
im-i;itub.ion, which provides  such  assistance  (European 
Developasnt kuld).  Evbn . in  the few United  Nations Aid and 
Development programmes, where Comnunist cour t r ies  do 
contrtbute (only 3% of  the to ta l   cont r ibu t ions   to   these  
p r o @ m e s  is of Communist or igin) ,   they have  been  anxious t o  
separa-k c l ea r ly  and t o  control  the  use of  the i r   par t ic ipa t ion .  
Contrary t o  the  general przct ice ,   the   contr ibut ions of  Communist 
countries t o  such p r o g r m e s   a r e  extended i n  non-convertible 
cur renc ies   res t r ic t ing  the use of  such funds t o  de l iver ies  from 
the donor country. The Sov.iet Union, f o r  imtance ,  has sought 
to concentmte i ts  a s s i s t m c e  on selected UN projects ,  where 
.its contribution e i ther  plcys a leading r81e o r  can  be, a t  
least, i den t i f i ed  and, *herefore,  openly  presented CS O Soviet 
contribution. Q fur ther   . indicat ion o f  t h i s  reluctance t o  jo in  
i n  multilateral schenee tms recently  given i n  ECOSOC by the  
evmive c?t"t;tude  adopted by Comamist countries  vis-h-vis  the 
aecond rmJ decade f o r  developnent due t o  start  i n  1970. 

117. Notwithstanding the s t r i k i n g  absence of Communist 
pcr%icipa. t fon  the  nul t i lc tcral   ins t€tut ions  have,   s ince  the 
e a l y  1960s, -been playing Q rap id ly  growing rôle i n  the worla- 
wide developnent a.fd e f for t ,  Whereas, i n  1960, net  
d i sbwsemnts  by these   ins t i tu t ions   mounted  t o  $284 n i l l i o n ,  
o r  an order of  mgnitude comparable t o  t o t c l  Coanuniat r i d  
awing th& year, by 1968 t h e  f low O% aid received by 
non-Comnunist developing ootmtries from nu l t i l a t e ra l   sou rces ,  
c s t in r t ed  a t  $1,200 n i l l i o n ,  was more than f o u r  t i n e s   l a r g e r  
than thht obtsined from 'the Communist world. It represented, 
fn 1968, sone 17% of 4xk.l Yes te rn   b i l a t e ra l   o f f i c i a l   ne t  
d i sbwsmen t s  as against  5*5$ i n  1960. A number o f  MATO 
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oountries  have  been  chrmielling  fncreasing  shares of their  
o f f t c i a l  Cid progranmes twough aul t i la te ra l   o rganiza t ions .  
Over the last  f ive   years  (1964-1968), on average, two-thirds 
o f  Homvegim, more than half of Danish,  one-third of I t a l i a n  
cnd Netherlands, nearly ono-fifth of Canadian,  and more than 
14$ o f  Belg ian   o f f ic ia l  zid followed this course. The share o f  
m l t i l a t e r a l  aid was incréased  during the last  two years   in  
the  case of Gernany (15$)< the United  States  (8%) and France 
(6$), while, f n  the Uni.t;ea Kingdom, it remained a t  about 
l&ll$. On merage,  during  recent  years, the contribution of 
Western countries t o  aül.t.llatern1  ag-encies  mounted t o  about 
l@$ of the l r   to ta l   d i sbursements  m o f f i c i a l  development aid. 

Conclusion - 
118. Western f inancl21 m d  technical  assistance,  accounting 

for over  97% of r ece ip t s  by developing  countries, f l o w  from O 
wide var ie ty .of   sources1   of f ic ia l  and p r iva t e ,   b i l a t e ra l  and 
ntnl t î la teral ,  in the  fora of  grants  and c r e d i t s  t o  sone LOO 
developing  couvltries  over  the  five  continents. Compared t o  
th is  flow, Comunist   a id  looks  skimpy, By s t r i c t l y   l i m i t i n g  
the.* c i d  p r o g r m e s ,  govémmenk control  over  the  volune and 
direct.ion' of  a i d  extended,  careful  selection of recipient  
countries,  pabstaking  cvoidance of  any  passible.  confusion as 
t o  the orfgin of  a id ,  the &,st European countries and the 
Sovict Union have amply denonstrated tha t  they  consider a i d  t o  
developing nations nore CS m instrument o f  their foreign 
policy  than a means of  gelmine  pronoti.on of economic  growth, 
%is subordfnction o f  economic t o  purely p o l i t i c a l  
consfderations is even more s t r ik ing   i n   t he   ca se  of a id  extended 
by Cornmis t  China, which aias a t  d i scred i t ing  both Western 
and Soviet  econonic aid. 

119. Given the econonic  capabilft ies of the  Soviet  Union 
and the East European countries, a subs t an t i a l ly   l a rge r  e f f o r t  
aould  be m d e  by these  countries i f  it was f e l t  that  this 
would yield  suff ic ient ly   . inportant   polf t ical   d ividends.   After  
m ih i t ic l  period o f  op-t;bisu i n  Connucnl.st quarters,  events 
have, however, proved the ephemeràl  nature of p o l i t i c a l  
.influence  mainly  based on a9d outlays. The  more economically 
advanced  Connunfst countries,  includir,g  the USSR, have  tended 
graduclly t o  assess more r e z l f s f i c a l l y  whst they  could  gain 
from economic slid comultments. 'phis l e d  them to   u se  Itaid" 
more 2nd  more as an i n s t m e n t  f o r  promoting their  exports of 
ccp.it2.l equbpent.  The nomentua of  t he  loudly acclaimed 
zU-out  Comunist economic clid offensive a t  the enii of the 1950s 
seeas, however, t o  have  slackened  under  the  sobering  influence 
o f  r e d i t y .  
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120. Comparison between East and West i n  the  f i e l d  of 
ecokzomic aid should  not, however, lead t o  false  conclusions.  .. 
The Mest continues t o  hzve c? genuine i n t e r e s t   i n  t b e  rapid 
cconoaic growth of  the  less-developed areas, Western aid 
should not be  viewed as c means of  countering  the economic 
cid efforts m d e  by C o r n m i s t  countries, Western a i d  s t a r t e d  
loag before the CornunLat countries  pretended t o  discover  the 
problem, The f a i l u r e  o f  the l a t t e r  should not be  used as a 
j u s t i f i c a t i o n  f o r  slackening  Western  efforts  in this f i e ld .  
If a goal of 1% of GNP t o  be devoted t o  economic aid were t o  
be reached by 1975, a3 cgreed   in   p r inc ip le  a t  t he  second 
UITCTAD 1968 meeting i n  New Delhi, Western  countries would have 
t o  enawe that the  ar?nud. r z t e  of growth of  the volume of  
f.tnamcial means put a t  the disposal of developing  nations 
reached 5x1 1968 (24% mare'than ln 1.967) was maintained  during 
the  coming years.  Indeed  whereas i n  1961, th is  flow was the 
equivalent o f  0.96% of total GNP of DAC countries, by 1966 
this  percentage had dropped t o  0.7% and has since  increased 
t o  0,75$ i n  1967 and 0.77$ i n  1968. The la tes t   increase  was, 
bowever., e n t i r e l y  due t o  tl?e greatly  enlarged f l o w  o f  p r iva te  
gleeus (-&O$ over 1957) over which  Western  governments  have 
li-tkle  control,  while official a i d  declined s l igh t ly  (-1.2%) 
from the $7 b i l l i o n  peak  reached i n  1967. 
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II. P T A R Y  ASSISTANCE 

A. SIZE. AJ!?D 3IF3GTIOK. OF. C0l"UNIST MILITARY A I D  

Definitj.cn o f  Comunist military a id  
-1- 

121, ?thereas, f o r  obvfous  propaganda reasoos,  the 
s:ignatme of economic aid zgreements by Communist countries i s  
generally accompanied  by l a rge   s ca l e   pub l i c i ty ,   f a r   l e s s  
.information is released  about  the m i l i t a r y  deals between 
Cornmist countries and developing  nations of the non-Communist 
world, The problem of  separat ing  the "aidst element from what 
would be a normal t rade  t ransact ion adds t o  t he   d i f f i cu l ty  o f  
evaluat.ing Communist mi l i t a ry  aid. To make such  an  assessment, 
one must s t a r t  with the  estimated  value o f  military  equipnent 
committed t o  be  delivered, From this amount are deducted the 
down-payments  made by the  recipient  country,  which vary from 
case t o  case  but  are  estimated t o  represent,  on average, 
between  3  and 476 of the  value of the  mil i tary  suppl ies  
promised. The amount o f  m i l l t z r y  "aidw is l imfked  to :  (a)   the  
credï-i;  arrangements of the arms deals, and (b) the discounts 
and grants  accompanying mi l i ta ry   a id  agreements. It may be 
noted $hat  the prices l i s t e d   f o r  m i l i t a r y  equipment a re   f ixed  
arbi t - rer i ly  by the Communist c o w t r i e s  s o  that the disco-ants 
might teni- t o  exaggerate  the 9*grantn element of  Communist 
military aid. 

122, It is ge3erally  thought  that  a3out 60% of the arms 
supplicd by Communist coulries are  delivered on c red i t  and 
tha t   near ly  40$ of t h e i r   t o t a l   v a l u e  is writ ten o f f ,  i n  the 
form of o u t r i g h t   g i f t s  o r  reduced  prices and discounts, The 
terms under which militcry c r e d i t s   s r e  extended a r e  r a r e l y  
revealed, but  they  are, 811 the  whole, more stringent  than  those 
at;tached t o  economic loas. Although it appears that i n  some 
il lstraces repayment of mili tary  loans  in  hard  currencies has 
been exp l i c i t l y   ca l l ed  for, i n  most cases  such  repayments 
hme appzrsntly been included i n  the  total   t rade  exports  of 
rccipien"c  countries,  implying tha t  these have  been made i n  
goods r a the r  than currencies.   Apart .from-deliveries of  arms, 
,oxautlnitPon and  eqlJipment, Communist coiantries  send  military 
&risers and ins t ruc tors   to   the   rec ip ien t   count r ies  and 
provide  .in their  own c o w t r i e s   t r a i n i n g ' f a c i l i t i e s  f o r  mi l i ta ry  
personnel coming from d-eveloping  countries , 

(b) Hew Commitments -1 

123* It has been esttmated  that ,   during  the  period 1960-66, 
new mllitcry atd commitments undertaken by Communist countries 
mcraged about $550 mi l l fon   annudly  wffn two peak years: 
1961: $1350 mill ion and 1964; $1,000 mill ion,  New extensiolls 
zmounixd t o  $600 mi l l ion  er? 1967$ and i n  1968 t o  a t   l e a s t  
$200 mill ion,  During the first s i x  months o f  1969, new mi l i ta ry  
z.%d is est imated  a t  $50 n i l l i o n ,  The t o t a l   m i l i t a r y  a id  
extenlied by Communist couriiries from 1955-aid-1969  reached a t  
least $3,6 b i l l i o n  on c r e d i t  and $2.3 b i l l i o n  in   respec t  of 
discounts o r  gmnts  
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*' 

c. 

U 

124. During  the  last  three  years o f  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 f o r  75% of those 
signed  in  1968.  Czechoslovakia,  whose  rale  in  this  field 
diminished  after 1960, provided  the  bulk of the  restp and 
Communist  China  added  little to the  total,  During  the  first 
half of 1969, no arms shipments of major  equipment f rom 
Communist China  have been reported.  Most  of  the  new  arms 
agreements  concluded  by  the USSR in 1967 and 1968 concerned 
Rear  Eastern and Arab  countries. In January 1967, the  Soviet 
Union  signed a $100 million  military,assis-tance  agreement  with 
Iran,  and  after  the  six  days  Israeli  campaign o f  June  1967 
undertook new commitments t o  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 
East  European  countries,  Czechoslovakia  is known to  have 
signed  in  1967  small  agreements  with  Iraq,  Syria,  the UAR, 
Morocco and Uigeria. 

Drawing 

125. Contrary t o  the  s low rate of  utilisation  of  economic 
aid,  drawings  on  Communist  military  aid  indicate  that  the 
implementation of this  type o f  assistace  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 o f  1969, 
nearly  $5.2  billion of the $5.9 billion  military  aid  extended, 
representing a rate  of  implementation of more than 85$, 
i.e,  more  than  double  that  prevailing  in  the  field of 
economic  assistance,  This  explains  why,  although  the  total 
military  aid  undertaken  by Co~ist,--c.ountries.,si.rrce 1355 
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 
o f  deliveries f o r  the  economic  development  of  the  recipient 
nations  ofthe  Third World. 
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126. The la rges t   d i f fe rence   be tween  the  f l o w  of m i l i t a r y  
a s s i s t a n c e  and that o f  economic aid occurred i n  1962, when 
the  former was est imated at  some $810 m i l l i o n  against hardly 
more than $350 m i l l i o n  for t he   l a t t e r .   S ince   t hen ,   t he  
overwhelming  predominance  of mi l i t a ry   ove r  economic aid in  
Communist d e l i v e r i e s  has been  gradually  reduced.  Over  the 
per iod 1960-66, the  annual  average drawings on m i l i t a r y  a i d  
agreements  amounted t o  some $440 mi l l i on ,  and during t h e  
two more r ecen t   yea r s  $400 mill ion  worth o f  m i l i t a r y  a i d  
has ac tua l ly   been   de l ivered  t o  t he   r ec ip i en t   coun t r i e s .  
I n  view of the  reduced volume of  new undertakings  during 
the  first half of 196g9 i t  would seem that deliveries 
during that  yea r  may dec l ine   to   about  $300 mil l ion.  

127. More than 85% of t h e   m i l i t a r y  a i d  del ivered  over  
the  las t  two yea r s  by Communist coun t r i e s  has come Trom the  
Soviet   Union,  the  main  additional Communist sources  of supply 
being  Czechoslovakia and Communist China,  while Bulgaria, 
the   Sovie t  Zone of  Germany and Poland  have  contributed only 
token amounts. Af t e r  the emergency resupply  operat ion of 
June 1967, inc luding  an airlift of some 300 f l ights  and 
the  subseauent ship d e l i v e r i e s ,   t h e  f l o w  of  d e l i v e r i e s   t o  
Arab statgs (UAR, Syria, Iraq,-Al=ria? Yemen) decl ined 
somewhat i n   l " q 6 n e s e  re?fÏuctl"ons were,, however,, o f f s e t  
by increased   sh ipments   to   the   o ther   rec ip ien t   count r ies ,  
such as Iran and more .espec ia l ly   Ind ia ,  where Soviet  
supp l i e s  now c o n s t i t u t e   t h e  main source o f  equipment f o r  
t he  Indian armed forces .  The s e t t i n g  up o f  the  assembly 
p l a n  for M i G  a i r c r a f t  with Sov ie t   a s s i s t ance  i n  India i s  
progressing,  but indigenous  manufacturing of complete 
a i r c r a f t  is not   expected t o  start before  1970. Yith i t s  
s p e c i a l   r e l a t i o n s  with I n d i a   i n  mind, t h e  USSR moved 
c a u t i o u s l y   i n  Pakis tm,  where Communist China has 
concentrated i-ain e f f o r t .   I n  1967, t he  USSR agreed 
to   p rovide   spare  parts on a cash basis f o r  the Indonesian 
navy and a i r  force.  Since  1967, Ni e r i a  has r e c e i v r  
mili tary  equipment  from  both  the ss;" .ox3-e . Union and 
Czechoslovakia. The main arms d e a l s  by t h e   l a t t e r  have 
been  the  agreement  negotiated  in 1967 with Morocco f o r  
t h e   d e l i v e r y  o f  art est imated $20 m i l l i o n  w o r n g r o u n d  
forces   equipment   to  match the   bu i ld ing  u p  o f  Algerian 
m i l i t a r y   s t r e n g t h ,  

II_ 
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3 

(dl Military t e c h i c a l   a s s i s t a n c e  

1,28, Following the June 1967 war, the  number of Communist 
mili tary  technlcians and advisers   in  Arab countries  increased 
s ignif icknt ly ,   In   the UAR'and Syr i a ,  the  r81e of  Soviet 
advisers, numbering over  29000 and 1,000 respectively,  is 
g-rouing not only i n   mi l i t a ry   t r a in ing   bu t  also as regards 
influence on mi l i t a ry  rncbters in   genera l ,   Sovie t   advisers   in  
both  these  countries  are  apjmrently  attached t o  l i n e  units 
dQtm to   the   ba t ta l ion   love l ,   ind iv idua l  radar i n s t a l l a t i o n s  and 
XAM aites. A t  higher echelons, Soviet  personnel assist u n i t  
carnaders   in   p repar ing   apera t iona l   p lans  and in   superv is iag  
thcir  execution, I n  Algcria(1) and I-r?aq,.-,wheze the  next 
largest   concentration o f  Soiriet   mili tary  technicians have  been 
reported,   they  are mainly engaged i n  assembly tasks and in 
more t rad i t iona l   types  of  m i l i t a r y  t r a h i n g .  The r e s t  of 
Sov5e-L -Lechnicians are   dis t r ibuted  according t o  the 
gcogmphical  pattern adbptcd f.m mi l i t a ry   c r ed i t  and grant 
deliveries.  Altogether, 3 s  a r e s u l t  of i n t ens i f i ed   ac t iv i t i e s  
.in this  f i e l d ,   t h e  number of mili tary technicians and advisers 
c.t work i n  the  less-devclopd  areas  of the non-Cornmuxist world 
f o r  persLods exceeding one month is  estimated t o  have r i s e n  
from a stcbiiised l e v e l  of  less than 3,500 i n  1966 t o  about 
6,100 i n  1967 and 7,200 i n  1968. By mid-1969, t h i s  f igu re  
declined t o  6,400. 

(e) Military trainacs  from developing  countries 

129.. Contrary t o  the upwmd trend  not iceable   in  the 
nmbers of mil i tmy  adv. isers   sent  t o  developing  countries,  the 
figure f o r  new m i l i t a r y  psrsonnel from developing  countries 
enro l led   in   t ra fn ing   propmanes   se t  up f o r  them i n  Communist 
comtr.ies  tended t o  d e c l t n e   i n  1967 and 1968 as compared t o  
previous years. From the laformation  available, it seems that,  
during the  years 1961 End 1962, the nmber  of  annual 
deprrtures reached a peck OP about 3,500, By 1965, this f igu re  
hcd decl5.ned t o  2,720 a d  fell t o  1,550 i n  1966. Ffgures for 
1967 cm3 1968 were e s t b c t e d   o t  1,200 and 1,500  respectively, 
coming from 11 different-  developing  xoüntries. By the middle 
of 1969, about 3,500 nrt , tonels  from developing countries were 
repor ted ly  rece iv ing   mi l i -hky   t ra in ing   in  Communist countries 
2s against  3,800 i n  1968, g,?OO in 1967, 3,630 i n  1966 a=ld 
4$355 .fi? 1965. More thm 90"/0 01' them were loca ted   in   the  
Soviet Union and the  res%  Civided  between East European 
countries and Communist China. Apart from the  Arab countries 
(such CS Ugeria ,  Iraq,  UlRTL and Syria),  Afghanistan, Congo 
(Brazzcville) Guinea, India, Somalia and Tanzanis? had 
simble numbers enrolled., 

~. ~~ . ~ - . - "~ " ~~ 

(1) d figure of 800 up .%O 1,000 mili tary  assistance  ?ersonne1 
.il? Y i 4 t  country hcs bccn quoted 
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,130. Since 1955, L: t o t e l  of  approximately 25,000 m i l i t m y  
persomcl  from a t  l e a s t  15 developing  countries  have  been  sent 
t o  C o r n l i s t  countries f o r  t ra in ing ,  of which 85% t o  the  USSR, 
The l a r g e s t  number cane from Indonesia (more t h m  15,000), 
whjlch p r c c t i c d l y  stopped sending new t ra inees  a f t e r  1966. 
!l?hc next most importcnt  recipient of such mili tary a id  bas 
been t h e  UAR (about 6,000 trainees),   but,   here  again,   since 
1967 the number of  new dopzrtures has been  reduced, 

I. 

(S) Cost t o  t he  lrdoaor** >sa*-. country 

131e A s .  ind ica ted   cor l ie r ,  Comwist mi l i t a ry  a i d  is 
provided almost en t i r e ly  by the  Soviet  Union with the  other  
&.st European countries playing only a conplementary  r81e. 
!%c value of the ennual  Soviet m i l i t a r y  ass is tance  del iver les  
during  recent  yecrs  (about $350 nillion)  represent;s  roughly 1% 
09 -the estimated t o t a l  n i l9tary  spezding in the  USSR and  can 
hr rd ly  be  regarded as z f fcc t ing  the burden of the  Soviet  
mflitery e f f o r t  one way o r  the  other,   Deliveries t o  
developing countries art5 thought t o  be taken from ex i s t ing  
stocks.  Sone years ago, cosplc?ints were voiced as t o  the 
q u d i t y  of  such  Soviet  deliveries. For ins tance ,   in  1962/63, 
Ircq \RIS reportedly  disszkisf ied with what its au tho r i t i e s  
considered CS ttobsoletefr  wsecondhandlt equipment provided 
by the Soviet Union unfier ita mil i ta ry   ass i s tance  agreement, 
Since  then the USSR hcs gradually  released more modern types 
of  r i r c r c f e  and land armd nzvy equipment,  including more 
edvcaccd SAPI eqcipment  comonly  used in  the  Soviet   arned  forces,  : 

and no further  complaints hzve  been  heard from the   r ec ip i en t  
countries 

132. It is  c l e a r  tbt the  Sovie t  Union does not envisage 
d locxt . ing  t o  its n i l i t c r y   a s s i s t a n c e  programes any specif%c 
fxm-kioa O% i t s  productlvo  capacity, The only known exception 

fcr the  ,?ssenbly 2nd le ter  f o r  the  construction of MIE-21 
ctrcrcft.., which is now .in the proce ;ss . . r r f" -b .e i~ , , ' c~~le ted . .  
For this p a r t i c u l a r   p q o s o ,   t h e   S o v i e t  Union, a t  the end o f  
1964, extended the  equivzloat of $86 n i l l i o n  on c red i t   t e rns  
t o  I:?iIL?.. I n  1968, the  USSE cppeared t o  be incrensingly 
co~I.:::c~x~ed. with the ab i l l$y  of the  recipient   countr ies  t o  
z>G~xI ;  m d  u ~ e  effectively  the  cquipnent  delivered. While 
~ f ~ ? ~ ~ ~ , ~ , , ~ ~ ~ , ~ ~ ; ~ ~ . ~ } . ~  %CI replace the a m s  losses of  its Arab c l i en t s ,   t he  s o p  ,.. +. ':Y*,. "k 

c ~ j n % - ~ . l  & U  c v ~ r  requimaents  and use of i t s  m a s  aid. 

to J - L . ?  bL2.:- .s has been the estcbb3isIment i n   Ind ia  o f  a plnnt ,  first 

G...L:.~Z:I hns zppsrently  sought t o  re inforce i t s  close 

133, For  comparison puryoaes, reference may be  node t o  
U;lrEted S-t;z,,tes mil i t c ry  CPS.IS '~ 'Z~IC~~  There h m  been 2 grad-ual 
shift'in %he US nil iLary 2ell.vsries fron grants t o  c red i t  
Beles, md nore recent ly  t o  cmh  s d e s ,  UDited S ta tes   g ran t  
uilitm?y c i d  (exclusive of Vietnau) mounted t o  $904 n i l l i o n  
during "Che f i s c a l   y e m  1966/67? $484 r ; iLl ion  in  1967/68, and 
$620 n i l l i o n  i n  1968/69, For t he   f l s ca l   gea r  1970, an .meant 
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of $681. n i l l i o n   i n   t h e  fo ra   o f  grants  hm been provided f o r  in 
the  Federzl Budget. In   cddi t ion,  it is expected that ,  i n  
1970, $600 n i l l i o n  of  o f f i c i a l  c m s  sales  fron  goverment t o  
goverruent will be on czsh  terms, $400 n i l l i o n  on ccsh  fron 
pr ivc te  US indus t r ies ,  $750 n i l l i o n  on credit  terms  through 
the Expor%"port Bank going  mainly t o  i ndus t r i a l i s ed  
cornitries, 2nd  $350 n i l l i o n   c r e d i t s  and grants under the  
Poreign  Military Scles Ao-b des t ined   min ly  f o r  developfng 
nat. iom.  Infomation on other Western t ranszc t ions   in   the  
field or" n i l i t a r y  a i d  is k c k i n g ,  2nd  no fu r the r  conp'vison 
between the value of C o r n m i s t  and t o t a l  Western n i l i t a r y  
d.cliver.ies is possible. 

134= Since 60$ o f  tho  a m s  supplied by the USSR and the  
other Ecst European  cou1-ir.ies are  sold on c red i t   t e rns  with 
reinburseaents by rec ip icn$   cont r ies   genera l ly   t zk ing   the  
form o f  exports o f  trcditionz.1 goods m d  occmionally thct o f  
rcqpqment-s i n  hard currelzc.'ies, the   rea l   cos t  of  the  nil i tcsry 
cid progrzme mounts t o  the "grants and discountsf1  estinated 
t o  rcprssent  cbout $160 n i l l i on   annua l ly   i n  1967  and  1968, 
to which the  concessibn,?ry  elenent(1) of  the   c red i t   t e rns   nus t  
be F.ddcd, 'phis leads t o  the conclusion that  n i ' l i t m y  aid 
ncy be considered i n  econonic terns 2s nerely a aems t o  
pronote 2 m s  sales  without imposing undue s t r z i n  on the  Soviet  
armanents  .industry. Incleed, t o  the extent that  repayments a r e  
maae in   conver t ib le  currencies, mil i t a ry  aid can  be  regarded 
as a hard currency earner oontributing t o  a l l ev ia t e   t he  
balance of payments problems in  convertible  currencies,  thus 
f a c i l i t a t i n g  Communist p?twchases of highly needed  technology 
Prom l ' lestera  industrialised  countries.  

(b) Aims and results .-" of  Communist mi l i tay  a i d  

1 3 5 ~  Mili tary a i d  has proved t o  be a cheap and highly 
efficient- moans of  i nc rcwing  Communist countries!  influence 
.in the less-deveXo>ed meas  of the  non-Communist world, of 
butliling an image of powcz m d  f r iendship and reducing fnJestern 
.infLucnco .in the  co1mt'r1cs accepting  such a id .  Soviet   mîl i tary 
aid has developed i n  an  experimental and  pragmatic way, making 
use of opportunities as they  occurred.  C-monologically, 
mi l i ta ry  aid has often  preceded the extension o f  economic 
~ ~ s s i s t a n c c ,  as i n  Nfddle Bastern  countries for ins tame.  I n  

(1) According t o  the "discounted  present  valuetv method used  fn 
OECD (Goran OHLIN V o r o i g n  Aid Policies  Reconsidered" OBCD 
Pa..Ss 1966, Annex: *The grant  element i n  development 
lca&tngî' IlThe flow OP f inancial   resources  t o  less-develo ed 
cotmtries 1961-65tp OECD Far i s  1967, Annex I and page 146 P 
for calcu_lating this element, and on the assumption that 
c red i t  terms applied on economic a i d  (2.5% i n t e r e s t ,  1 2  
yezrs maturity per.iod, lO$ discount ra te)  with repzpent  
s ta r t . ïng  one year a f te r  de l ive ry ,   me   va l id  f o r  mi l i t a ry  
credi ts ,   Soviet   mil . i lsry  loans would contain a grant 
element of 7.5 x 4.5 x (l + 1/12) = 36*56$ as a m z x i m u m  
ag2.inaL approximztely 43$ f o r  the t r sd i t fona l   Sovie t  
ooonomfc deve1opmca-b loans 
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adopting this policy,  the Soviet Zrnfon acted more as a 
convcnt.iona1 power than as the  promoter of  world-wide 
ideological   in terests . .   Offers  of arms and m i l i t a r y  equipment 
were extended t o  recipient   countr ies ,   i r respect ive o f  t h e i r  
a t t i t ude  v.is-3-vis t h e i r  local Communist parties;   indeed, 
Soviet arms del iver ies  mzy have  contributed t o  the   loca l  
authori t ies '   s tand against t h e   i l l e g a l   a c t i v i t i e s  of  the  local  
Communis% par t ies .  The Chinese, who a re   no t   in  a posi t ion t o  
chLL1cnge Soviet militcm Cid i n  volume,  have been highly 
c r i t i c21  of such  Soviet vc:ltures i n  non-communist countries, 

1 3 6 ~  A spec i f ic  aspect of  Communist mil i tary a i d  and 
t.ecku?iczl ass is tonce €S tkt it aims .-. at ...g aining  inf luence  in  
the  potentially  importzut  groups of  the militrzry personnel of 
develop.ing  countries. I n  "cese  countries,  eager t o  
dsmonstrcte thefr- nattonal. i den t i ty  m d  p o l i t i c a l  independence, 
the r?ny  generol ly   const i tutes  one of  the  very few well 
orgalteed social   s t ructures   within the country, By sending 
mi l f tz ry  experts t o  these  oountries, who keep i n  constant 
touch with their   local  counCerparts,  and by inv i t i ng  promising 
yo~mg m i l i k r y  personnel t o  s t ay  and study i n  Communist 
oomtries, mi l i t a ry  techn";cc?l css i s tance  aims a t  building up 
personal. ro lz t ions  with O selected  group, which, i n  due course, 
might pk,y a decisive poli-Meal r Q l e   i n  t h e i r  respect ive 
oountr.ies.  Simultaneously,  Comunist m i l i t a r y  a id  helps t o  
exclude Western m i l i t a r y   f a c t l i t i e s  i n  areas of  s t r a t e g i c  

Nediterranean nzm,  petroleum  producing Arab , providing  s?ltcrmative  sources of m i l i t a r y  equipment 
t o  cow?tries on the  pertlpbery of Western a l l iances  
(Afghmistan,   India),  or men,   in  an e f f o r t  t o  disrupt   these 
,alliances (CBNTO, SEATO), to  countries  belonging  to them (Iran,  
Pakiatan) 

137. The aggravation of  loca l   quar re l s  has served 
Cornmist '   objectives and tended t o  upset Western re la t ions  with 
all parhies  concerned, The Soviet Union has  often  exploited 
the des i re  of one par ty  .in c local conf l ic t  t o  strengthen 
. i tself  cgclnst  8 riva1  presented as being  sup2orted by the West 
(l!!~,b versus Israel, India versus Pakistan, Indonesia  versus 
P~hlqwic, etc.) Once a oerbain volume of mi l i t a ry  equipment 
has been put t o  use i n  2 developing  country,  the Comunis t  
oomtr ies  have ct  the i r  aisposa1 a convenient means of  naking 
their presence f e l t  through control l ing  the  del iver ies  of 
indispenssble  spare par ts ,  replacements and ammunition. 
A t  the i n n o  time,. by fcwourilzg the  mili tary  build-up of one 
coun t ry ,  they  induce the neighbouring potenticil  opponent t o  
.%raprove .its own l r i l i t a ry   pos tu re ,   In  the absence of Western 
response t o  such requests, t he   l a t t e r   coun t ry  might f e e l  
obl igea  to  turn t o  the Communists f o r  a i l i t a ry  equipment. 
Such was t he  case wtth Hosocco cf te r   Sovie t  a m s  del iver ies  t o  
Algeria 
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138. The.nilf-tary'zid  policy  pursued by the Connunist 
coul t r ies  has, however, .its l imi ta t ions  and its drawbacks. 
By Posttsring na t iona l i s t ic   a t t i lu .des  i n  the  recipient   nat ions,  
the  Cornmist   countries 1init no t  o n l y  the  influence of the 
Weet but clso h m p e r   t h e i r  own ef for t s   a t   ideologic31  
penctrction, !J!he Indoncs.ian  experience has denonstrated  that , 
notwithstanding  large  sczsle lrilitary aid,  the rec ip ien t  
corntry  ncy  re ta in   suff ic ient  independence t o  refuse t o  align 
. i t s e l f  with the Coanunis-l; powers a d  may t w n  t o  the Western 
world for support ,   Siailarly,  by giving  the  impression o f  
taking sides in   local   omfl ic ts ,   the   Comunist   countr ies  risk 
ant2gonis.ing  the  other pcrty, 'Phe de f i an t   a t t i t ude  of 
Pdcistan Sn turning for support t o  the.Chinese i n  the   face  o f  
Sov.let mi l i ta ry   a id  t o  India  i s  an  exmple of this, 

(c)  Economic conseauences for rectpient   countr ies  

S.39,. Since none of the developing  countries has a t  i t s  
disposa the industr ia l   capaci ty  t o  produce a t  houe the arms 
and  equipment wh€ch t'neir leadership thinks indispensable,  the 
ni1-itaq-J build-up i n  these countries  represents a very heavy 
drain on resources  without m y  economic advantage, and is  thus 
delrying development, lrhe del iver ies  of  sophis t icated types o f  
a m m e n t  2nd equipment generate  additional  expenditure f o r  the 
ncA@tenmce of  such equ3"paen-f;. I n  addition, by diver t ing 
sk i l led   t echnic ims  t o  t h e  servicing of t he  advanced types o f  
m s  a d  equipnent, the developing countr ies   are   fur ther  
cggrav&îag  the  lack of t ra ined  manpower i n  the   c iv i l ian  
sec-Lors of  the  economy, which cons t i tu tes  one of  the main 
bot t lenecks  in  economic dcvelo?nent. The Development Assistsnce 
Cornittee  of  the OECD, Sn consLacring  the  problem of  a i d  
&Loc~. t io i1   in   re la t ion  Lo development, raised  the  question, 
"how to rezc t  t o  the  divers ion of resources t o  n f l i t a r y  
purposes by developing  ooua%riesq1(l). Sone of the  nain 
rec.ip,ie-ats of Cornnuniut railîtary  aid  have,  indeed, been devoting 
2. cons.iderable  share o f  t h e i r  GMP t o  defence  although  the 
l i v i n g  stadmds of the.ir   populations  reaain low, as shown i n  
Tzble 7(2> below, 

!rABm 7 
Dcfence Expenditurc.tn Selected Arab Countries 

r-- ' 

. . .  . 
evelcpaent B m c e  - 196g"Re-criew - OECD Prxris, ?age y??? 

Bascd on IgT.Chz Militnry  Balance 1969-7OVt, The I n s t i t u t e  09 
S-trztegic  Studies, London 
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'Phe vzlue of  Communist rnilf tary a id  de l iver ies   to   these  
oouvltries .is estimated t o  be roughly  one-fifth of the t o t a l  
mili tary  spending  in  these  countries.  

240, Since  delivery o f  mi l i t a ry  goods f o l l o w s  more closely 
the s.fgna%ure o f  rraid" agreements  than economic developmental 
equi-pment, I9mili tary  credits1s have a more immediate  impact on 
the deb% servicing  obligat. ions of the  recipient  countries.  
The C5;fftculties  encountered by developing  countries  in 
meeting t h e i r  heavy  repayment obligations  are  seriously  aggravated 
by reimbursements due f o r  aims deliveries.  The case o f  
1nd.ones.i.a may be  quoted as an example: under  Sukarno, this 
coimtry  had  received  between 1957 and  1965  about 
$I, 340 mtllion worth of  ~~Litary-'.eqalpm.e3nt.---(a"out 
$1-30 million from Poland $l00 mill ion from Czechoslovakia 
and $1,110 m i l l i o a  from %he USSR), o f  which over $1 b i l l i o n  
on credit   terms, !J%e leadership that  came t o  power a f t e r  Sukarno ' 

!;~m faced 1n 1966 with  debt repayment obligations  mounting 
t o  $800 m.illion due t o  the  Soviet  Union, of which over 
two--i;hirds f o r  mi l i ta ry   de l iver ies .  The country  had no 
a l t e rna t ive  t o  requesting both i t s  Western  and Comuunist 
credi tors  f o r  a rescheduling o f  i t s  obligations.  Since 
September.1965, major Sovie t  mil i tary  del iver ies   have been 
suspended,  while  the Soviet  economic aid was slowed down and 
cme  t o  a s t a n d s t i l l  i n  1968, Debt rescheduling  negotiations 
with t h e  USSR have  been  dragging on over  the l a s t  years, It 
m y  be  noted that a l l   t h e  developing  countries which have 
asked t h e i r  Communist c red i tors  f o r  concessions(1) on t h e i r  
repapent   ob l iga t ions  c m  precisely  those that had'been 
recetving Communist milSta;?y aid. 

141. It could be argued that  the  slowing down of economic 
growth fn developing  couatries  result ing from the  Communist 
mi l i -kry  a i d  de l iver ies  night contr ibute ,   in   the  long run, t o  
"the grow.-ing d i s sa t i s f ac t ion  of  the  population with t h e i r  
l iving  oondi t ions and thus promote the   soc ia l   unres t  on which 
the l o c s l  Communist parties might counj; to   ga in  more influence, 
While such  developments  zre'obviously t o  the  disadvantage of  
Western in t e re s t s ,   t he re  .is, however, no evidence that the 
Sov.tet Union would be  the  primary  beneficiary of  popular 
discontei1t, as t h e  Chinese Communists might d e r i v e   p r o f i t   i n  
cr,it.ic.îs.ing  the  Rusaians.  Recent  Soviet  tendencies t o  show 
more caution, i f  not hesitation, in 'sending  mil i tary equipment 
t o  various developing  countries may ref lect   an  increasing 
wzreness   in   the   Sovie t  Union of  this aspect o f  the  matter,  

(a) Prospects and  Conclusion 

142, Ln view of  t he   r e su l t s   a t t a ined ,   mi l i t a ry  a id  is 
1j.kely t o  remzin one o f  the  most favoured means used by the 
Sov.iet Union for gaining i l l f luence  in  the developing  arecs of  
the  nowComunist  world. fPhe USSR has the  capabi l i ty  t o  expand 

(1) UAR, Yemen, Guinez, Ghma, Mali, Afghanistan,  Somalia, 
Indoaesia 
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t h e  s l z e  of its mi l i ta ry   de l iver ies  without impairing i ts  own 
defence  posture, and the  d-cvelspment  of i t s  more sophis t icated 
weaponry. Thus, t he   f l ou  of  arms and mi l i t a ry  eqcipment will 
depend. primarily on the  evolution of the local sea t s  of 
con-%ent.ion and antagonism  between  developing  countries , This 
is not t o  say that the  Sov.ict Union would deliberately  seek 
to multiply the  points of p o t e n t i a l   f r i c t i o n   i n   t h e  Third 
World, but that  the  Soviet  l eaders  w i l l  remain a l e r t  t o  
exploi t   rapidly and e f f . i c .€ent ly   to   the i r   benef i t  any 
opportuai-ty that  might zrisc. So far,  the  value cf 
d d t v e r i c s  of Communist ~ m s  has been a t  least   equivalent  t o  
the  flow of Communist economic aid del iver ies ,  though mi l i t a ry  
a i d  hzs been even more hecvi1.y  concen.$rated. on a smaller number . - .- . . 

0% countries than economic aid. Furthermore, no other 
%mrmnfs-i; country, Europezn' o r  Asizn,  can ser iously compete 
with the USSR En this field, so  that the   p res t ige  and 
influence  gained by t h i s  t y p e  sf ffassis tanceff   are  t o  the 
exclusivc 'benefi t  of the Soviet Union. There i s  no reason, 
therefore, t o  assume th?,%, . in  coming years,  the f low of  Soviet 
m s  &nd mil i t a ry  equipmen% will diminish from its current 
Zevcl, estimated a t  $350-$400 a i l l i o n  a year, and t h a t  this 
f low might well increaso ff new areas  of f r i c t i o n  were t o  
arise .9n the  developing regions of the  non-Communist world. 

143- Communist Chin?, notwithstanding its l imi ta t ions ,  
will uldoubtedly  pursue .its e f f o r t a  t o  a s se r t  i ts presence i n  
a f f e l d .  where the  Soviet  Union maintains  within  the Communist 
wsrl-d a, near monopoly posdtlon. China will probably continue 
t o  send a-ms and  equipment to the  subversive forces i n  the 
deveLop.tng areas while condemning loudly  the  l t imperialist iclt  
chcracter of Sovfet mil.i"cary aid, The value of  Chinese 
military del iver ies  is, however, unl ikely t o  exceed  about 
one-tenth of similar Sovie-% supplies. 

144.. The developing  corntries, where nat ional   feel ings 
ofte-il cons t i tu te  one of the main driving  forces of the  nation, 
tens! %O meet the need t o  i n s m e   t h e i r   i n t e r n a l   s t a b i l i t y  and 
m%emal   s ecu r i ty  by the building up of their in i l i t a ry  

directed st highly senai%.ivo  sectors. The t y p e  of  dependency 
which results from the acccptavzce o f  suc3  cffers  tends t o  be 
more serious than that  r c s u l t i n g  froln eccnctmic a i d ,  Once an 
amy hes been  equipped with supplies from the Soviet Union, 
the pcrn-anent requirement %or maintenance,  replacement a3d 
technkcal  assistance for learning now t o  w e  such  equipment 
creates  l i n k s  with the USSR Zn a sec to r  o f  v i ta l  importance 
fc? the rccipient  country which a re   d i f f ic : iLt   to  loosen. The 
Indcnesiaa exmple is  2. clear ind ica t ion  of the  problems t P a t  
such dapeildency may create. Final ly ,  as mentioned earlier, 

. . ., , . . es%ablîshment, Offers of  rni l i taq .assistame are   thus 
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arms races  among developing  countr ies  might have  disrupt ive 
consequences on t h e i r  economic  growth, thus   exacerba t ing  in 
the   l onge r   t e rm  in t e rna l   t ens ions  and l o c a l   d i s t o r t i o n s   t o  
the  detr iment  of  Western i n t e r e s t s .  NATO countr ies   have,  
therefore ,  an i n t e r e s t  t o  closely  watch  developments  in 
Communist mi l i t a2y  a i d  a c t i v i t i e s ,  and might find i t  
advisable  t o  improve  the  exchange o f  views on the  problems 
r a i sed  by this type of C o m u n i S t  a c t i v i t i e s .  
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GRAPH VI1 - GRAPHlQUE V I /  

COMMUNIST MILITARY A I D  (Mil l ion US $ )  

A I D E   M l L l J A l R E   C O M M U N I S T E   ( E n  m i l l i o n s  US $ I  
1 O00 

1000 I I 

900 -$ EXTENSIONS 
800 ENGAGEMENTS 

TlRAGES 

500 

400 

470 

I I  
I l  

380 I 

1955 56 57 58 59 60 

L 

8 0  I 

(1)  Preliminary (on  the  basis o f  situation os o f  mid  1969) - Prel i rn inoire  (coppie  tenu de l a  sj tbot ion m;-1969) 
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$ 5.930 m i l l i o n  

TOTAL  FIN 1969 

TOTAL END 1969 
$ 5.170 m i l l i o n  

TOTAL  FIN 7968 
5,770 m i l l i o n s  de $ US 
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j45* During the lcst  two years f o r  which t o t a l  
s t e t l s t d c s l   i n f o m a t i o n  .is avai.?able(l),  the  total value of 
the ford.@ -trade of the Third World expanded at the r a t e  of 
3% fn 1961 and  about 9% .in 1968, The  Communist countrles 
c o n t r i b u t e d   l i t t l e  t o  this overa l l  growth. Trade  turnover 
between Cornmis t  countr.ies and the  developing areas outside 
Emope declined sligh-tly ( - 1 , l ~ ~ - . d ~ ~ g ; . . ~ ~ ~ - 7 ,  an6 increased .. 

by less  than 3.5% i n  i96S. 

Trade of - Developing Areas (1964-1968) 

:14&. The poor  performcnce of  the Communist t rade  par tners  
..._ i n  the overall t rade  pcttcm o f - ~ ~ ~ N , e l l x p l , l l g . . ~ . ~ o ~ ~ ~ t ~ ~ e s - . -  was . 

pnrt3cularly  noticeable on t h e   l a t t e r ' s  ex o r t  aide, These 
expor-tq t o  Comuniat  covntr.ies  decreased+ 201% i n  1966 and 
by 8.1F in 1967, They .increased by only 303$  i n  1968. This is 
&LI the   nore  s tpiking as: 

t o t a l  imports by Communist countries  increased by 
4 3.8$ in 1966; 6,8$ i n  1967 and 8.2% i n  1968, 

" t o t a l   expor t s  of the  developing  areas  increased i n  
value by S$ ill 1966, 3% in 1967 and 8.9% 3n 1968, 
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GRAPH Vl l l  - G R A P H l Q U E  VI!\  

EXPORTS OF NON-COMMUNIST DEVELOPING  COUNTRIES 

EXPORTATIONS  DES  PAYS  NON  COMMUNISTES E N  VOIE D E  DEVELOPPEMENT 

(1953 - 1969) 

Bill ion US $ 
Milliords  de $ US 

45 

40 

35 

3c 

21 

r 

5.350 mi l l i on  1 2' 

[' 
15.395 mi l I l on  

us 

de $ US 

325 mil l ion 

us 
325 m i l l i o n s  

de $ US 1953 

l I 
' l  
l 

I 9.910 mil l ion 

us 5 
9,910 m i l f i o n s  

........ I l l l l 
/;-."-j ............ .......... I 

54 55 56 57 58 59 60 61 62 63 

I 

64 65 66 67 68 69 de  $ US 
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The incrczse  in  1968 of  the t o t a l  volune of the  exports of the 
developtfng areas (+%) wcs the   largest   recorded  s ince  the end 
of the wm(l), mis fcvourable  developnent was, however, 
solely due t o  the resuuptlon of  economic growth  i n  the  
non-Comunist i ndus t r i c l i s ed   a r eas .   In  f ac t ,  the  fnpressive 
increzse of  export earnTngs (+g$) was due t o  a c-ornbinatfon .of 
th ree  factors: 

the  growing  demad for raw mater ia l s   in  the 
, tndus t r ia l  c o ~ u t r , i e o  

m the   resul t ing  fzvourable   t rend  in   export   pr ices ,  
and 

C. t h e  ra  Ed rowth i n  *the exports of manufactured 
goods ' I ?  +20 O )  fron developing countrieso 

147. lChe share o f  t he  Communist countries i n  t o t a l  exports 
3y devel.oping  countries gkew r a p i d l y  gron about 1,,5% in 1953 
30 a Te& of 6,5$ i n  1965, s ince  when it has  receded t o  5.1% in 
1968 f see  Graph X). Fron par t ia l   informction  avai lable ,  It 
w o a d  appear that  the  receding  trend  prevail.ing  since 1966 
oont.Snued during  1969, axthough in absolute value exports t o  
Commuhfst c o u t r i e s  may have regained their  1965 leve l ,  It 
seems nevertheless, unl.Xkely that developing  countries  have 
expor&ed nore than 5% to 'ihe Communist world as against  74% t o  
the Indus t r ia l i sed  Westem ccjuntries; the seaaintng 21% being 
exchanged between developing countries of  the non-Comnunist 
world. 

from Communist sources 
ween 1959  and 1966, but 
nd '303% i n  1968. The 

improvement in- the  terns of t rade  and the  expansion of  exports 
foXLowîug the increased economic ac t iv i ty   i n   t he  West i n  1968 
led in t u rn  t o  a growth3n  inports  from the   indus t r ia l i sed  
nowComunist  countries, expanded by lo$ i n  t h a t  year, As a 
consequence, the  re la t ive  .inportance of Cornwrist  countries 2,s 
sources of  supply  (which  mew s t ead i ly  fron l o g $  of  t o t a l  

doclfned f o r  the f i r s t  'kine i n  1968, m i n g  the   l a t t e r   yea r ,  
73.2% of the t o t a l  imports of %he  developing ar2as cane from 
the indus-krialised non-Comuni.st world, as against  7.7% from 
Comunis t  countzles, Prom the l imi t ed   i n fomat ion  s o  far 
wcflcble on imports by the  less-developed cowt r i e s  i n  1969, 

' .  purchmes by developing  countr.i.es 1953-4mdc8.1$ i n  1967) 

*h 

,..l it apperrs that these  percentcges  remained  practically  unchmged 
last year. 

(l) I n c r e m e s   i n  1955, 1963 and  1967 were a t  almost t h e  saz% 
l e v e l  
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1 4 9 ~  The t rade  balances of  the  developing areas as a whole 
hove been r m i d l y  d e t e r i m i n g   s i n c e  1966,  Trade  between 
loss-devélop&  cbuntries  and  industrialised Wesfern countries 
has been,  however,  nuch more bslanced  than with Communist 
countries,  Imports f .o,b* from Comunist  countries  exceeded 
by increosing  mounts export;s f , o .b ,  t o  these  countries, and 
the  resul t ing  t rade  defbczt   incurred by developing  countries 
.is q u l t e  oxt of  proportion t o  t h e i r   t r a d e  with the Communist 
world. 'During 1968, at l e a s t  $1 b i l l i o n  was added t o  t h i s  

chmges for f r e igh t   cos t s  of  imports, Roughly one-quarter o f  
the  def , ic%t can  be explained by supplies of econonic a id  on 
c red i t  terns, but   mil i tzry aid de l iver ies  must obviously  have 
contr ibuted  great ly  t o  thls'ZëfXcït.~~'"Too l i t t l e  is known 
?.bout bal,n,-nee of inv is ib les ,   se rv ices  and transport  and 
other  Jtrmsfers,  and, on the other  hand, t he  b d a n c e  of 
peys;lents s i t u a t i o n  differcs t o o  widely from count ry  t o  country 
t o  cU.ow cny  meaningful  generalisation. 

W d e f i c l t ,  ci?d th i s  anount does not  include  the  additional 

,,! ..., 

(b) The importance of developing areas . in   the   to ta l   t rade  
ZT'TCommklist-' c=Tries v 

150, T o t c l  Comunis'c t r ade  expanded s t ead i ly  from a very 
low l eve l   . in  1953 t o  recch 5, t o t a l   o f  $27 bi l l ion  exports  and 
$26 -bi l l ion  imports   in  1968, which represents an increase of 
8-670 over the preceding yeax. However, s ince 1962, world t rade  
generclly had been growtng near ly  2s rapidly, and in 1968 it 
rose by 11%. By the end o f  1968, Corn-axtist t r ade  nccounted 
for about 11% In t o t a l  world trade,  

T radc .o f . t he  Communist Area "- 
(7-964-19'68) ( b i l l i o n  US $1 
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151,. The overa l l  expansion of Communist t r a d e   i n  1968 was 

largely due t o  a 10% increase of  intra-COMECON trade,  which 
represents   the lion's share of this t rade  (over  !X$), Trade 
with , indus t r ia l i sed  Weskcrm countries grew more moderately 
(+6.7$), while that wit11 the developing  areas  increased only 
s l i g h t l y  (-1.3~ 5%) ,, Nevertheless , the  overall   export   surplus 
i n  Communist t rade ,  whfoh doubled  between 1965 and  1967, 
increased by more than $1 b . j l l i on   i n  1968,  mainly  because 
exports t o  developfng  countries  continued t o  grow while imports 

reach %he level  of t h e   e a r l i e r  year. 
h .  have lagged  sinca 1-965, 2nd even 5y the  end of  1968 did not 

_. .. r, i '1.E ~ 5 2 ~  mis general   outl ine  disregards,  however, the  great 
d i f fe rences   in   the  volume OP ,4xa&e .ai -the: various ccnxrrtftes 
w2th the  developing  areas,  In'  terms of  to ta l   t rade   tu rnover  
u t t h  the developing  countries, the USSR ranks f i r s t  among the 
Comla;ufst countries 

. . P 

TABLE 10 

Communist t r edc .  k z i t h  devels€ng  areas   1968 

Bastcrz Burope 
Communist China 
Other Asian 
Cammist   countr ies  

. . .  

The Sovfet lead is largely due t o  t he  prominence of i t s  exports, - 
?hereas the  Soviet  Union .is undoubtedly  the main Communist 
source of supply -to the  less-developed  countries,  Eastern 
Europe cons t i tu tes  8 s  inportant an o u t l e t  f o r  t he i r  products 
88 tho USSR, .Communist China is a separate  case: it sends 
a coixxiderable par t  o f  i ts  exports t o  developing  countries of  
Ask, AfrSca and the Middle Ea&%; and  purchases  the bülk of  
,its in-porls in i n d u s t r h l f s e d  Western and East European 
comt r fe s ,  while t rade  with the Soviet Union has been  reduced 
to a negl igible   quant i ty ,  

153. The percentage share of the developing  countries i n  
total t r ade  of the  indivfdual Communist countries  during 1968 
was as fol lows:  

. 
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TAJ3LE II 

Sbare of ";)-L- Third World i n  Communist Trade 

Communist China 1. b;: Soviet Union 
1. Czechoslovakia 

Rumania 
Poland 
Bulgaria 
Hungary 
Soviet Zone of Germany 

. . .  

b . . . .  
' U L "  

It may be-noted   tha t ,  as far as East European countries  are 
concerned, thts  dis t r ibukion confirms  the  re la t ive  effor ts  of 
eoonomic aid(1)  e 

( c )  LBrolution o f  Soviet t r ade  with developing  colantries 

154, Slnce  the enCi of the l a s t  war, t rade between the USSR 
and th.e  less-developed  oomtries has gone through  three  stages: 

c 

a 

I 

I55*, 
-1 ext ensi on 

presented 
oountriles 

from 1946-1953, t r a d e  with developing  countries 
remained a t  a very low level  (about $130 mill ion 
annually) ; 

from 1954-1962, this t rade  expanded a t  an  extraordinary 
speed; i t s  value  ilzcreased  twelve-fold (from 
$130 mill ion In 1953 t o  $1,570 mil l ion   i n  1962)g 

Prom 1963-1968, .it continued t o  grow but a t  a more 
moderate ra te :  from $1,570 mill ion t o  $2,260 mill ion 
( o r  by about 4.5'7;). 

The L954 trade  ex2ansion  drive  coincided with the 
of the first eoonornic a id   c red i t s .  The Soviet Union 
i t s e l f  as a l a rge   s ca l e  market where developing 
would be  able t o  sell t h e i r  raw materials and 

a p i o u l i n r a l  products which  could  not f i n d  buyers i n   t h e  
non-Comunist world, A s  these countries  suffered from a 
chronfc  shortage of hard  currencies,  the USSR poposed t o  
bar te r   the i r   surp luses  for . indus t r ia l  eqzipnent badly needed by 
the 'devehp ing  areas. Such de l iver ies  of equipment on credit 
d id ,  however, not   reach  s ignif icant  1eveX.s until 1962, and the 
Soviet t r ade  balance with developing  countries showed sl ight,  
but  constant,   deficits .   Indeed, 5y the end of 1960, the 
cumulative  Soviet  deficit  balance with %he  developing  countr.les 
s ince 1946 had grown t o  about $670 million. 

(II) See  paragraph 38 

C' 

. . . . . . . . 
-;" 
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156, Since  early 1962, the   overa l l   p ic ture  has changed. 
The r a t e  of increase fell and the  trade  balance  switched  in 
favour of the  Soviet  Union. A s  the  s tar t ing leve l  was low, 
r a t e s  o f  .increase seemsd vcry   h igh   a t  first, although  the 
absolute mounts  involved were relat ively  small .   level  of 
imports  reached i n  the early 60s was more in l i n e  with what 
could be expected from a country  such as the  Sovfet Union. It 
seemed that fur ther  increases would depend on the  overal l  
performance of  the  Soviet economy, which tended t o  advance 

Sola.iot .imports from devehping  countriee rose from 
$565 million (1961) t o  $860 mill ion (1968), an annual average 
rtse of 'about 6,2$, but thts progress was no longer unSEom: 
.in 1964, imports declined , ' ~ ~ ~ w ~ a ~ " r e ~ ~ ~ ~ ~ e - - ~ a ' , ' P 9 6 3 ; .  fz ,396'7, .. 

they fell below the level, reached two years   ear l ie r ,  and in 
1968 they had not regained t h e i r  1966 level .  

15Te During  the 1962/68 period,  Soviet  sxports t o  
developing  countries  continued t o  increase a t  t h e i r   e a r l i e r  
r a t e ,  .f.e,'more  rapidly -%kran imports (from $585 mi l l i on  i n  
1961 to $1,405 mi l l i on  .fa 1968, about 17$ per annum) As a 
consequence, the Sovie t  %rz,de balance with these  countries 
became s"avomable, The accumulated d e f i c i t  was soon 
transformed in to  a ~ u r p l u s ,  which, by the end of  1968, reached 
a cwnl;ilat:ive t o t a l  of  $2,200 mi l l i on ,  Deliverles of cap i ta l  
goods on credit   terms k v e  played a r 6 l e   i n  this change, and 
the SovPet Union will grcdwl ly  have t o  consider more 
cmefu l ly  the problem of  %he economic usefulness of  what it 
can obtcin from the  develop.ing  areas i n  exchange f o r  i ts 

\* more slor.rly ln the  60s than i n  the  50s0 Between 1962 and  1968, 

, . .~ $+. , . .~ <c, ,O . .: 

acports a 
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GRAPH X - G R A P H l Q U E  X 

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

C O M M E R C E   E X T E R I E U R  DE L'U.R.S.S.  

1958 = 100 

A. TOTAL TRADE TURNOVER 

6 
0 

/* 
/* 

C - M  (70) 42 

1958  59  60  61  62  63 64 65 66 67 68 

KEY 
LEGENDE 

Trade  wi th   developing  countr ies  
E c h a n g e s   a v e c   l e s  p a y s  en  voie   de   développement  

I Trade  wi th   Wor ld  
Echanges   in te rnat ionaux  
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O-, 

5, . ...I 

million  roubles 

Trade wi th  less-developed countr ies  

Trade 
Purnover 

91.7 

229 6 
75.8 

173.4 

151.8 

117 . 1 
228.7 
304 0 
489 9 
699.2 
820. O 
826.9 
784.8 

1,03207 
1,415.4 
1,404-5 
1,431.8 
1,744*5 
1,874-1 
1,905.3 
29037.1 

112.5 

109.6 

zxports(1) 

.3.a* 7 
19 04 
66.2 
64.0 
29.1 
66.0 
67.1 
45.1 
88.1 

127.8 
241 ' 0  
326.6 
414 5 
387 7 
303.7 
525.5 
889 5 
820.7 
868.0 

1,010.4 
1,090.6 
1,207.0 
1,263.1 

'Fi- 
I 

6 
t 
1 :  

~ .~~ 

Trade Salance 

Annual 

- .. :..L4*3 
37.0 

- 97.2 - 45.4 - 54.3 - 19.8 - 35.4 - 26.9 - 52.5 - 48.4 - 7.9 
- 46.0 
f 9.0 - 51.5 - 77.4 
C 18e3 
+ 363.6 
+ 236.9 
+ 304.2 
+ 276.3 
+ 307.1 
+ 508.7 
+ 489.1 

[l Somce:  S o v i e t  1 (1) It i s  l i k e l y  t ha t  mil i tary equipm-en% ,is i-ricluded i n  these 

S t a t i s t i c a l  Yearbooks 

exports  
'W F 

$ (d) "a Evolu$ion . of  E a s t  Eur developing 
areas 
__CI 

df \ 

158, Zast  European t r ade  with developing  countries  has 
Tapended rap id ly  over %he l a s t  1 5  years, t'nough a t  a more uniform 
, p t e  than simflar Soviet   trade,  and more in l i n e  with the 
.$meral rfse in t2ad.e of East Emopean countries,  During the  
.&cade '1959-1968, the  value of exports nearly t reb led ,  whf'le 
-P "h& of Pmports grew Z&~-Pold, East k o p e a n  trade turnover 

N A  T O U N C  L A S S - I  F-I E D 
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wfth nox+Communist developing  countries, which amounted t o  some 
$700 mi l l ion  i n  1959, tncreased t o  $1,880 mi l l i on   i n  1968. In  
oomparison with similar Soviet   trade,  that o f  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 
indiv.iduz;l East European countries has ha rd ly  altered.  The 
sTtuat.ion i n  1968 was 2s fo l lows:  

*, . .. Trade of  indivi$wl.Xast  European..countries with 
d e v e r s n f :   a r e a s  - l% "S 

V*? - 
i n  mil l ion US $ 

2, Polaad 
3. SzZ. Germany 
4. Rumania 
5. Bü!.garia(a) 

: International.  Trade - 1968 - GATT, Geneva 1969 

160, There has beeis l t t t l e  change i n  the  proportion of 
the Sast  European countuziest t r ade  with the  developing 
oowt r i e s ,  The f igures  f o r  Czechoslovakia and Hungary were 
137; anti LO$ respect ively .in 1956, and lO$ and 6$ i n  1960, 
'Phey remained t h e r e a f t e r   p r a c t i c a l l y  unchanged.  Comparable 
figarea f o r  the  other cowltries are: 
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G R A P H  X I  - GRAPHIQUE XI 

FOREIGN TRADE OF EAST - EUROPEAN  COUNTRIES 

COMMERCE E X T E R l E U R   D E S  PAYS DE L ’ E U R O P E  DE L’EST 
1958 = 100 

A. TOTAL  TRADE  TURNOVER 

TOTAL D E S  ECHANGES COMMERCIAUX 

C - M (70) 42 

1958 59 60 61 62 63 64 65 66 67 60 

2 03 

2 51 

290 

251 

267 

251 

K E Y  
- Trade wi th  developing countries 

Echanges avec /es p a y s  en voie de dévebpement 
8-1 Trade with World 

€changes intemationaux 
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It would appear f r o 3  these  f igures   that   the   smzller   East  
European countries  have not seen f i t  t o  expand -their t rade  
vdth the  developing  cowltries  particularly.  Only the  Soviet  
Union has s teadi ly   increased  the  share  which developing areas 
represent   in  i t s  ove ra l l   t r ade :   i n  1956, the  Soviet   IMox 
devoted 5.5% of i t s  t o t c l  ";rade t o  these  countries;  this 
proportion  rose t o  8% in 1960 and t o  11% i n  1968. 

is% China with the  developing  areas 

3 6 p .  Contrary t o  the  case of East European countries and 
the  Sov ie t  Union, C o m m i s %  Chinese t r ade  with t'ne  developing 
meas d id  not show any c o n s t a t  upwa-rd.--tsend-..c;rver the  period 
1958/1968, Between 1958 and 1963 it declined by about 30$; 
.it then  regained some momentum until the ~ t c u l t u r a l   evolution^^, 
which seduced the  volume of t r ade  in 1967 and 1968.  These 
fluctuzt. ions  closely follow the   general   t rade  pat tern of 
Communist China during the decade i n  question. A s  was 
mentioned e a r l i e r ( l ) ,  Chinese  exports to less-developed 
countrtes grea t ly  exceed .taportsr and the   surp lus   o f fse t s  t o  
8ome extent t h e   d e f i c i t  imurred i n   t r a d e  with Western 
industr iz l ised  countr ies  which provide  capital  goods. 

L4c Communist China1s.trado with the world and with the  

Trade with developing  areas 

T o t a l  
Trcde 

Turnover 

. . . . . . . . . .  
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162. Trade with developing  areas i s  a much more important 
element i n  the t o t a l  trcde o f  Communiat China than  in   the  case 
of other  Communist countries (USSR and East European countries). 
In fact,  .in  voltme th i s  t r cde  almost equals that between China 
and the   o ther  Communist oountries, However, contrary t o  the 
largely  favourable trade balance with developing  countries, 
ChPnese imports from Communist countries  (mainly East European) 
a c e c d  exports t o  'chese countries, 

Prosaects f o r .  - .  t h o  immediate fu ture  

163. Communist t r d e  with developing  countries i s  l i k e l y  
t o  oantinue t o  increase, but a t  a r a t e  more i n   l i n e  with 
eoonomic developments  and t r ade  genërâXly. From preliminary 
.infornat.fon, it seems that I n  1969 =the total t rade  of COMECON 
oowtr ics  increased by some 10% as against  a 15% increase   in  
t he  trade of the  non-Communist industrialised  countries.  I n  
1969, developing  countr,ies  probably  increased  their  trade with 
the  non-Communist indus t r ia l i sed   count r ies  more rapidly  than 
with the CommtmTst ones, benefi t ing from the   cont inued   r i se   in  
world production. 

.. .,. 

164, Prospects for 1970 a re   l e s s   s a t i s f ac to ry ,  !l?he 
slowfng down of economic growth i n   t h e  United  StGtes  during  the 
f irst  months of t h e   y e a  will probably  reduce import demmd i n  
that coun-kry. On the  other band, the United Kingdom and Japan 
may increase t he i r  imports, In   t he  Communist world, the 
unsat.isfoctory Soviet economic performance i n  1969 and the  
slower rete of growth i n  foreign t rade  might  be r e f l e c t e d   l n  
reduced expo.Pts to   deve lopbg  count r ies  with whom large  surpluses 
have  been  accumulated, It seems l ike ly   tha t   Sovie t  imports 
from thése  countries  during l970 will increase more rapidly  than 
exports, and -the to t a l   t r cde   t u rnove r  of  the  Soviet  Union with 
the developing areas migh-k increase 8-9$, i.e. a rate higher 
than tha t  a t  which the  trm3.e of developing  countries  ia  expected 
t o  ~ Q W .  It is possible that ,  because o f  the i r   qua l i ty ,  
manufectured goods from devolopiing countries  might f i i ld  an 
casier mcrk-et i n  Communist than in   the   indus t r ia l i sed   count r ies .  

165- Czechoslovakicfs  exports  declined  durlng  the first 
h d P  o f  1969, and it seems ua l ike ly  that they will increase 
significantly during 1970. Minor increases   in  Czechoslovak 
imports w . i l l  probably come mainly from indus t r ia l i sed  Communist 
countries. Imports by P o l m d ,  Hungary and Rumcnia expanded 
m p i d l y  during 1969, and the Soviet Zone of  Germeny increased 
both  .imports  and  exports  by  about 13%. Eere  again,  overall 
. incremes  In  trade with developing  countries might be l inked 
with fncrensed imports.  Oommunfst China, where p o l i t i c a l  
agftxkion seems t o  have cbcted, w i l l  probably con t ime  t o  
.increSsé I t s  t r ade  with the developing  countries rcther 
rapidly, poss ib ly   a t  a ra te  between 10s ar,d 15% per  year,  thus 
rcgeining  the momentum l o s t  during 1967/68. 
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GRAPH XII - GRAPHIQUE X I I  

FOREIGN TRADE OF COMMUNIST CHINA 
C O M M E R C E   E X T E R l E U R  DE LA CHlNE COMMUNlSTE 
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'466, Should the riclng trend i n  the prices  of  primary 
products  be  halted by the  slowing down of economic activi ' ty i n  
the i ndus t r i a l i s ed  count:r,ies, the  trade  balance of the less- 
devologed arecs, which m e  continually 1.n need of importe, 
might be ser iously  affeoted,  In these circumstances, t h e y  
mtgh-t be tempted t o  r e a o r t  to barter  deals with Commuist  
oout-tr ies as temporary oxpedients, A mere switch of t rade  
would bring them no las-king benefit,  For a long time t o  cpne 
they are likely t o  be mainly dependent on the prosperous 
mmkcts -Sn the indastr iz l ised  countzieso On the  other band, 
the rising demand in  Sammnist  cdun2tries f o r  their products 
alongside Western demand would mi se  pr ices  and make it 
f eas ib l e  t o  i n d u s t r i a l i s e  gradlrally on r a t iona l   l i nes .  

(c,) Prom the poin-i;. o f  view Df t he  C o m m a s t  countries 
" PYIIW 

167,. Since the 1954 t r ade  expansion drive,   the Commlxnist 
aouaztxies have gradual.ly sp read   t he i r   t r ade   ac t iv i t i e s  over an 
Sacremfng  nuaber of  developing  countries i n  varfou.s parts of 
t he  world. Available   tmde s ta t is t ics  show that about 70 
mn-Camunist  Bevelophg m t . i o n s  o x h i d e  Euope  maintain  trade 
relztions with the  Comnunist world: 33 i n  Africa, 15 in   Ea t fn  
Americr?, 12 i n  Asia and'10 . h  t he  Middle Eas t ( l ) ,  However, i n  
less -thm a dozen cases,  trcde  turnover  (imports plus exports) 
tri?& t h c  rvhole o f  t he  Comunist world exceeds $100 mil l ion 
per yctzr, Given the  geographical situation cf t he  Comnunist 
oauatrics, it is no t  surpr. ising that t h e i r  main trade 
p r t u e r s  should be found dr A s i a  aJrd the Kilddle East. These 
%WO crew cccount f o r  nemly  three-quarters OP such trade, 
ea= I l l d t c .  znd. the  United Amb. Rc&pnblbc a r e  by far the most 
a u m m % e  pa$=i??r =?%?%hg about one-third of 
Comunist  t x d e  with developing  areaso Other countries among 
the 15 nost irnportmt Lrzde par tners   in  1967 are:  

c. fn the Kiddle.Xcs%: Iran, Syrla and Iraq; 
" 

i n  Africa: ~ I o m c c o  and Rlgeris; 
" 

CI 3n Lztip Itnericc: Brazil and Argentiar?. 

168, During the pcs t  dcczde,  Africa  and, t o  a l e s s e r  
extent,  the Middle Enst hslvo tncressed t h e i r  respect ive share 
at t he  expense of Asla 2nd L a t h  Jaeri.cn.  Noreover9 thore are 
di2férences in the  geogrcphlcnl  pattern of the %lade cf t he  
USSR, Cornmist Chin3 end t he  East European countries, as thz 
following table  shows : 
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169. Before the  Sovict Unfon s t a r t e d  its trnde  expansion 
dr.tve, it n c i n t d n e d  trcCe re l a t ions  with less than 20 
non-Comwiist countries  outside Zurope, and in   on ly  f o u r  cases 
was this t m d e  of any s igni f icance   in  1954: Argentina  (Soviet 
exporls $3’7 nillion; i q o r t s  $36 n i l l i o n )  ; Iran  (exports + 
$14 m%llioao inports  $19 aillion); G%ana (Soviet  inports 
$20 nill.ionj; Uruguay (Soviet   inports $20 million). I n  1968, 
o f  the 59 non-Comunist  developing  countries  outside Europe 
listed- i n  the  Soviet Trcdo Returns,  only i n  15 cases ciid t r ade  
turnover mount  t o  $30 n i l lzon ,  and f o r  half the  countries it 
vms less than $10 millioa.. 

170. The developing  countries with which the USSR 
nzintcins  ct signif icant   volune of  t rade  can be divided  into 
three groups : 

those where c r e d t t s  have  contrlbuted t o  the rapid 
expansion o f  Soviet  exports  and, where, consequently, 
in the recent years, the USSX has been accmuïatfng 
substantial trade.surp7.uses: the  U B ,  Syria, Iraq, km, Afghanistan,  Pakistan, Algeria; 

N A T O  U N C - . & A S S I F I E D .  

- 103- 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



X 

I 
O 

K 
O 

a 

N A T O   S E C R E T  
. 104. 

N A T O   S E C R E T  
- 104. 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



N A T O .  U N C L A S S I F I E D  

-105- 

173, The t rade  o f  Ezsf Eusopesn countries fs more wenly  
Sprecd over a l a rger   nmber  02 developing  non-Cornmist 
comtrfes   than  Soviet   tmde,  I n  the 1967 t rade returns  o f  65 
different  developing  countries , East European countrfos were 
ment5oned. Normally, i n  the   pas t ,  East European exports 
sLtght3.y exceeded imports; th i s  trend has becorne more 
prcrwhced  recently in Afr.icaa c o w t r i e s  such as  Algesia, 
Jilbys, Eth iopfa  amd i n  East Middle East  countries: Lebanon, 
Syri+ the  UAR; Inczeased .Imports from other  African 
couul";r-ies (Ghana, Guinec,) contain  an element of  repayment o f  
eoonm,ic a id  delivered  earljler, This also appl ies  t o  imports 
from India, Morocco, Ceylon, On the   other  harad, Latin 
be r i can   coun t r i e s  have  mainly  served as soarces of  supply 
ra ther  than as markets f o r  East European products. On the 
whoZe, the  geographical  pattern of East European t rade  does not 
d i f fe r   s ign i f icant ly  from that of the Soviet Union except f o r  
the nmch grez te r  r61e plcyed i n   t h e  first ccse by h t t n  America. 

172, Communist China's t rade  is primarily  directed towarda 
Asian countries, I n  1967, Singapore, Ceylon, Malaysla, 
Pakistan and 1n.dmesPa were irhina's most important  trade 
partners  oixtside Europe,  Trade,  except i n  the  case of Pakistan 
and Cteylon, where it is balanced, is a o.ne-way f l o w  o f  Chinese 
expor t s ,  It seems l i k e l y  that p a r t  of these  exports t o  
S.1ngaTore and Malaysia, as i n  the case of Hong Kong, a r e  
re-exported t o  Western countries and provide some of the  hard 
ourrenoy needed by China for its imports from indus t r ia l i sed  
non-Commist  countries. In  nearly a l l  of these countries, 
and Ln Cambodia, Chinese  exports  exceed  those of the SovSet Union 
and Eastern Europe  combined, Chinese exports t o  Pakistan i n  
3,967 were of the same order  of  magnitude  as  those of the USSR 
o r  Eastern ELxope taken  separately. 

173. I n  recent   yews,  Cornmis t  China has made determined 
efforts t o  penetrate  Afxicaa muntrfes, and i s  thus openly -. 

oornpstfng with the  USSR iyt t ry ing  t o  gain  Pnfluence by means of 
trade,  Tn 1966 axd 1967, Oklnese exports t o  Africa exceeded 
those of Yne USSR. I n  19m, they equalled o r  exceeded the 
oombined Soviet '  and East Euxogean exports '   to  the  ' following ' . .. 
oountr9es : 

, . .  
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They oqml led  or exceeded %hose o f  the S o v i e t  Union in:  

Cameroon 
Chad 
Congo (5inshasa) 
EthScpPa 
Ivory Ocrast 
Kelly=?, 
Libya 
Nigeslz 
Sierra Leone 
Uganda 
Zambfa 

, _ . . ,  . 
The mounts involved are  idmit tealy 'small, but, given ' tkie  
emnmio  s i z e  of moet os" these  Afrtcan countries, these exports 
tend t o  play a more important rSle than t h e i r  =ere value would 
suggest. 

1744 I n  the Middle East UAR, Syria, I ran,  Iraq), where 
much 3m&r voZmeo of " r z d e  espor-ts a d  imports)  are 
involved, Communist Chluc camot  compete with the USSR and 
Bastcm &%ope, althollgh. .it ho lds  its ground in Kuwait and 
Jordcsn, Communist Chine has practically no t rade  with 
Afghmfstan o r  wlth Ind%c? m d  s ince  1966 i ts  t r a c e  wi-th 
3ktf.n Amorica hszs been mia.zfms.l, 

(b) " Prom the point ,.*of. view -of -);he devclop-lxg countrteq 

175, Although the  sham of Ccmm.Lirmist countr ies   in   the 
tott;zl trade turnover of the  developing Third World does not 
cxcecd 6-776, a number OP developing  countries a re  economically 
nuch more dspcndent on theLr trade with the Communist 
oountrTes than th i s  figure would suggest. 
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TABLE 16 

n,a, = not  available 
negl, = negl igible  

. .  
r. r 

!?'he pa t t e rn  shown above has prevailed  over  the l a s t  6-7 years. 

1 T6Y - &f klzi.stan is the non-Communist developing  country 
& c T o m   t h e  Last decade, has depended most heavily 
on the  Soviet  Union both f o r  imports  (more than half 
of t h e  t o t a l  comes from the  'ITSS8) and exports (about 
40%) 

Yemen is the nex% most dependent  country,  but almost 
m s i v e l y  at3 regards imports, 60$ of which i n  1967 
came f rom tho  USSB. P rac t i ca l ly  a l l  i t s  exports 

most parf , nefghbours. 
(cver 95%) go t o  'non-Commmist Countries,' f o r  ' the . .  

I... !J!he United Arab Xmmblic s ince  1958 has directed 
n e a r m x  "P- .its expokta t o  Ccmwnist countries 
(mainly the  Sov.ict Union m d  Eastern Europe) and 
purchased  there between one-fifth and one-third of 
i t s  impcrts, 

Guinea, i n  the ea r ly  1 9 6 0 ~ ~  obtained over 40% of its 

declined t o  cbout one-third  af ter  1964, when imposts 
f r o m  Commmbs-5 China were pract ical ly   hal ted,   whi le  
that  of  East LWopctlYI countries drew l e v e l  with t h a t  
of  the  Soviet  Union. The Communist countr ies   hme,  
however, never  succeeded i.n replacing  the  Westsm 
countries as c? market for the  Guinean exports o f  raw 
material ,  It cas only i n  1967 t h G t  Guinea's  exports 
t o  the  Soviet  Un€on 2nd Eastern Europe reached about 
3576, During the preceding years, it tad seldom been 
more than 30%. 

from the Conmunist countri2g. This share 
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- S& has s tecdl ly  increased -the share o f  i t s  imports 
Tkon Comnunist countries from about 4% i n  1956 t o  16$ 
.in  1965 and 315; i n  1967. The importance of  the  
Comunist; worlc? CS m ou t l e t  f o r  Syrien  products 
grew even more r sp id ly  up till 1964, when Gver 40% of 
t o 8 s l  Syrian expor ts  went t o  Communist countries 
(nainly  the USSR and Ecstesn Europe). 'phis 
p ropor t ion  subsequently  declined, and w m  about 3% 
i n  1967. 

c. Mali is the  only country  in which t rade  with Comunist 
- m a  has p l c p d  a s igni f icant  ralc, nainly a8 a 
souzce of suppl les ,   In  1964, China absorbed aboat . 
lO$ of Malian exports and provided a a imi l a r  percentage 
of t o t a l  imports. Thereafter, Mali was a b l e ' f o  
purchase about  one-fifth of  tts Imports from that  
country,  but .%-[;S exports t o  China represented a 
lzegligible shme o f  i ts to t a l   s a l e s .  mis country, 
which directed up t o  40% of  its t o t a l  exports t o  
Commmist count r ies   in  1964, a t  a time when nearly 
half of  i t s  imports came from these  countries, has 
since  sought maSnly i n   t h e  non-Commmist world 
markets f o r  its products  (only 12% of its ex orts were 
s e n t   t a  Communis-b countr ies   in  1966 and  1967 although 
its impor ts  from Communist countries s t i l l  accountad 
.in 1967 f o r  near ly  40s of toLa1 purchases. 

P 

177, lChe other  countries where t r ade  with Communist 
oountr.ies  accounted for more than 10% of  t o t a l  turnover In  
1967 were: 
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(c)  &nclusion% 

179. Communist t rade  i n  general, and Soviet   t rade  in  
part.icula2, is concentrated on a r e l a t i v e l y  small number o f  
countr.tcs, where it plqm 8 larger  r81e  than  the  overall  
porcentaqe sham which Communist countries  account for i n  
t o t a l  trade turnover o f  the IPhird World would indicate. 
Noverthelsss, even in   these  countr ies  ( w i t h  the  exception of 
Afghanis-iicn), the  industr . ia l ised Western  countries s t i l l  
ma.fnts9n a def in i t e  iezd over Comunist countr ies   in   t rade 
wtth these  developing  cowl”criese  Afghanistan, whose 
percentage of  tzade with t h e  Sovie’u Union  and the  East  
Eumpezn countr ies   in  l9G7 was comparsble with that of 
Yugoslmia in 1947, has demonstrated ?Qat economic relations 
by themselves  are  insuff.i,cient t o  tu3 an  independent  country 
.into a Communist s a t e l l i t e .  Simtlarlp, the dominant post t ion 
or” t ho  Vest i n   t h e   t r a d e  09 developing countries i s  rio 
g u m a t c c  t h a t  they would not ’c;;?rn t o  Cornmis t  countries f o r  
t rade ,and aid i f ,  for poli-kical  reasons,  they  preferred t o  do 
SO. 

c 

130, I n  the  l igh t  of  developaents  during  the l as t  decade, 
.it Beems most unlikely tha-b the  Communist countries  could 
.increase Lheir o m  t rade  with the  developing  countries t o  the 
extent o f  depriving  the  industr ia l ised West o f  i ts t r a d i t i o n a l  
SOUTC~S of  supply, Daring recent  years,  the Communist 
countries  have  been less capable of  absorbing  increasing 
moun-bs OP products from developing countries than of 
o f f c r lng   a l t e rna t ive  SOWTCCS o f  supply t o  be repaid at a l a t e r  
llcte i n  the form of  increased exports. This t rend has been 
pcrticl;itttrly marked i n  the Middle East and ATrican countries, 
which oontinue t o  be tho two main ta rge t   a reas  of the  Communist 
tmde  expaasion efforts, 1% appears furtbzer from the ava i l rb l e  
t rade  Si,o;ures that  the  oompctit ton between the USSR and 
Communis.% China was par t icu lar ly   acu te  i n  S r i c a .  

(a) ypu ZnEsts by C o m m a c o u n t r i e s  .= 

181- L i t t l e   d e t a i i e d  exd zp--to-date  informatfon on the  
commodZty composition o f  t he   t r ade  of the developing  countries 
is availcble,  .Communist purchases o f  raw materids   ( rubber ,  
cotton, metds ,  ores)  mcouslted f o r  two-thirds of the t o t a l  i n  
1953, three-qlnzrters a t  t h e  exd of the 50s, s i m e  when the 
f.iguxc hzs fn l l en  t o  50$. E l e  share o f  fooQrociuc-Ls has 
f luctuctod more widely wcording t o  the temporary needs o f  the 
Comunist  countries, Boo8 represented about a qumte r  of 
t ob ;a l  . t apor t s   in  1953 m6’ declined $0 one-fifth i n  1.359; it 
remhed c peak i n  1965/6G, when over  one-third of  SmTDrts 
c o ~ s i ~ t c l !  of  food and food proGucts, a parcentage wbich 
declined only s l i g h t l y  .in 1967, 1hnufact;urcd ~ o o d s  from 
developing  countries  hzve g ~ ~ & ~ c l ~ ~  gsined i n   r o h f i v e  
iaporknco  from l e s s  thcn W b  i n  1553 t o  over  double this 
f,igme in 1967, 

“ &Ep”*” 
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G R A P H  X I V  

C O M M O D I T Y   C O M P O S I T I O N  - R E P A R T I T I O N   P A R   P R O D U I T S  

OF COMMUNIST  TRADE  WITH DEVELOPING  COUNTRIES 
DU COMMERCE  DES  PAYS  COMMUNISTES  AVEC  CEUX EN VOIE DE DEVELOPPEMENT 

- 1968 - 
I 

EXPORTS - EXPORTATIONS (o f f ic ia l   t rade  a tat is t ic r )  IMPORTS - IMPORTATIONS 
(stat ist iques  commerciales  of f ic ie l les) 

$ 952 mi l l ion  I $ 884 mi l l ion  
1. SOVIET UNION 

Wood products 
R";% 

UNION SOVlETlQUE 

Total   value : 
Voleur  totale : 
of which : 
dont : 

I 
Rolled  ferrous 
metals 
Métoux  ferreux 19% 

Machinery 8 equipment 
for  complete  plants 
Machines et out i l lagc  

laminds  pour  usines  complètes 

Pmduits  pétrol iers  Other  machinery  and  equipment 
Autres  machines  et   out i l lage 

Fwd 
Produits  al imentaires 

II. EASTERN  EUROPE 

EUROPE DE L'EST 

$ 216 m i l l i o n  

Manufactures 1 
Produits  manufactur6s 

N A T O  

C-M(70)42 

Fwd 
Produi ts  
a l imenmires 

F ib re  de coton  Caoutchouc  naturel 

Fuel S 
$ 1,162 mil l ion  (est imates - estimations) S 928 mi l l ion  

Tota l  value : 
Valeur  totale : 
of which : 
dont : 

Fert i l izers  and  other 
Others 

e t   l o ine  
c o t t o n  
Coton 

Mochinery 8 

manufacturés 
Machines,  outi l loge 

et   produi ts  Natural  rubber 
manufacturés Caoutchouc  naturel 

equipment  and 

- Tea,  coffee,  cocoa 

Produits  alimentaires,  bois et 
Food,  wood  products  and  other  crudes 

autres  matières  premières 

Thé, cofé.  cacao 

111. COMMUNIST CHINA 

$830 m i l l i o n  CHINE COMMUNIST 

(estimates - estimations) 

Total value : 
Voleur  totale : 
of which : 
dont : 

Row  materials  (coal) 
Matières  premières 

F w d  
Produits  al imentaires 

i E C R E T  

Others 

Produits  al imentaires 

Rubber 

naturel  Jute  and  conon 

Ju te   e t   comn 
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""" 

from developing 
natural  rubber 
rg l e ,  

followed by copper,  nickcl- &h. i b n  ores, al-th&gh  the  share 
09 cl1 these raw matericls  has been  gradually shrinking since 
1965, I n  1968, they hcve qpczremtly regained  part of t h e i r  
Los-t inportmce, Food g116 food  products, (mcinly wheat) 
accounted .in 1967 ~ ~ ~ ~ ~ ~ p o q t s  QS aga ixs t  =bout 
377; 9n 1964 and 26$ i n  1361, 
co&,-rie,e have  gradually  g;r?ine~ 
T'rom -fiese co-antries as agcrnst  

' 183. Indic!  supplies t o  the  Soviet  Union tea, coffee,   jute,  
wool, Xeather,  considercbxe  quan-bitles o f  packing material 
(jute) CLso footwear ~d clothing,  nuts,  spices,  pepper and 
tobcccoc  There is less vzjcfety is imports  f rom the Urn, wlaicb 
colwists largely of raw cat ton,   mater ia ls  and f ab r i c s  and 
cons ide rab le   umt i t i e s  o f  r ice.   Several   other  countries 
(Syzia, Sudan P a l s o  supply  cotton and wool; Pakistan j u t e  and 
r.ice, while Ircq and Ir= send dry  fruits, Algeria ormges and 
w.€no,' B r m i l  scpFlies 2, l c rge   va r i e ty  o f  goods: coffee, 
oococ?, r ice ,   cot ton,  lecther and o i l s ,  wh.ile Argentina, which 
.in  1967'sold 1,5 million  tons of  wheat, nomclly  provides 
lechher, wool, Imports from Malaysia  consist almost 
exclusively of  na tura l  rubber supplemented by small quant i t ies  
of t.in. 

f 34. €n~ports r e l a t i v e l y   l e s s  r w  materials  
from devel S than  the  Sovfets,  but more food m d  
t r o p . i c ~ , l  rc"iyu.iLs, The share of thesc; two main categories was 
necrly equal 9n 1965, thocgh that of  food  imports has 
cpp;?rcntly l o s t  some growad since  then in favour o f  imports of  
rctll m-hcrials, Purchrzeea of  crude oil f rom developing 
oomtrXies has not  yet  rccched  any  sizable  fraction of the t o t a l  
.f.mpori;s. The importance of  imported  manufactured goods from 
developing countries is o f  about  the same order  a s   i n   t he   ca se  
of the  Soviet  Union. 

785- Coromunist Chinese t r ade  composition  has  been less 
stsble than in   the   czse  o f  the  Soviet  Union os the  East 
ktxopear  countries. Foo?~ products m d  raw materisls  account 
for neszly the t o t a l  o f  . t a p o r t s  (ovei- 90$) from developing 
courtr ies ,  But the   shmc which food represents  in  such  trade 
hes KLucLwAed widely  mcortling t o  temporary needs,  China's 
pmchzses I n  1964-2966 . iaclude3 zbout $80 n i l l i c n  r~~or-th cf 
\hea'c arnm2-1~ from Argent.lna, but  these imports  were ha l ted  
i n  1367, E m a  provides  r . ice t o  Ch%na, Ceylon rubber, ï\lorocco 
phosphctes, Sudan, S p i c  a d  the UAR cotton,  Manufactured 
good.s (zbout S$) have oaly s t a r t e d   i n  9965 t o  repzesent any 
sizcble rfractfon of i q o r t s .  

N A T O  U N C L A S S I F I E D  
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(b) E X ~ G S ~ S  f rom Cornmist COXI 
.186, The nain comodf-t;.fes  exported durin-g the l a s t  three 

gears from t he  Commuaist countries t o  the  developing  areas o f  
the nol~-Comm~.mist world '  consis t  of mach" 

and rzw.rnateriala, among which exports o f  f u e l  p lays  Q naJor 
r 6 l e x e  rest consis ts  o f  miscellaneous ~ ~ T G S ,  including 
chemicals. Before 1954, food was the  moot important export 
comodity, but i t s  s h a r e  in t o t s 1  exports has been  gradually 
declï.nj.ng in favour of  the rapidly growing  place  takes by 
uspi te l  goods, while  mznufactured  products grew l e s s   r ap id ly  
i n  relrt.itTe  importance, .The. share of fue l   in .   expor t s , , .  . . - . . , . . 

petroleum products  especizlly,  rapidly expacded up t o  the  end 
of t he  50s,  bu'; has grcdually  declined  since. 

, vMch  represent  zver a. o f  ;A e o t a l ,  
lg equally  divided  betweea foo_dprSlcts 

" 

137. P4acbiperz is  "uhe main item of Soviet  exports t o  
d e v e l o p i n g ~ i ? i . e s ,   e s p e c i a l l y  t o  thee-gfiting from 
economic s i d  credi ts .  I n  recent  years (1965-68) uachinery and 
equipment accounted f o r  hcdf the  total   Soviet   exports  (30% 
complete ~1anCs and 20$ other uachznery and equipment).  Since 
the lncreased wheat shipnents to the UAR i n  1967 and l a r g e r  
exporta of  su a r  and suuflower o i l  t o  various Arab countries 
(1%; OP total Y food hes regained  part  of the  importaoce it 
l o s t  i n  ear l ie r   years ,  In 1968, however, the  share of food  i n  
t-otz!,:l exports  dropped cgcin t o  about L?$, Petrolem  exports  
il? 1968 dropped t o  8$ of  the t o t a l ,  mafnly as a r e s u l t  OP E 
s h r r p  decline in shipments t o  India  fo l lowing  the  closure of 
the  Suez Canalo Wood ro6uc.t~ and rolled  ferrous  metals 
cccom-t-ea* f o r  a n o ~ ~ *  t o t a l ~ ~ m e t  exports to-eloping 
coun-tr.ies, t h e   r e s t  ccm?s.iat.islg mainly o f  various raw materials. 

188* I n  the t ab l e  below, some indication is given o f  the 
relative importance ( i n  rd l l ion   roublez)  of Ins t c l l a t ions  and 
other  machinery in   exports  t o  countr ies   henefi l ing from large 
scale   crcdfts ,  The figures r e fe r  t o  1965/67 as the  commodity/ 
coun%ry d i s t r i b u t i o n   f i m e s  f o r  1968 a r e  not  yet  available. 
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- 

."". Sov ie t  ex o r t s  t o  cer ta in   deve loping   count r@ comodi ty  composition) 

( n i l l i o n  roubles) 

. -  
6.5 9 2 - 5  2 23.5 
9 1-7 4 1 3  16 
18 12 4 18  14 

P 8 I A t 1 J 

189. The nost impor taa t   engineer ing   expor t s   no t   inc luded  
i n  conple-te i a s t a l l a t i o k s  ?,niTe m o t o r   t r a n s p o r t ,   e a r t h  moving, 
power s t z t ion   equ ipmen t ,   In  the case o f  the United Arab Republic 
agricultural ,  and for Ind i s  aviation  equipment.  Exports o t h e r  
thail mcchinery cover a v.icSe range  of  products.  Nearly a11 t'ne 
countries a e n t i o n e d   i n  Tabie 17 took   meta l lurg ica l   p roducts .  
In  oddLtSon, the UAR im3orted  coal   and  t imber ,   India ,  
&fghanis tzn,   Syria   and tlm UAR oil, Food proiiucts  went  mainly 
t o  the Lrab coun?xies. 

cheniczls .  

t a l  

"".""L"- M A T O  U l ! ? C L A S S I F I E D  
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Y 

192, . The r o l e  devoted t o  trsde with the  outside world i n  
the  Soviet   type of centrally  planned economy has t r ad i t i ona l ly  
been marginal, Apart from co r t a in   e s sen t i a l  raw materials no t  
l oca l ly  wailable,  Communist theory  tends t o  regard  imports 
from cap.itaPistic  countrtes  merely as a meam of  f i l l i n g  a 
temporary  gap l e f t  by the  x..derfulfilment o f  the  plan o r  o f  
overcoming  an  unforeseen  bottleneck, and exports  are  nothing 
more than ways of paying f o r  such  imports. Both the  Soviet 
Vaion and Communist -Chim. are. among the countries whose . 
econorales are  t h e   l e a s t  dependent on foreign  trade i n  the  
world, The share of imports as compared t o  nat ional  income i s  
i n  both countries among the lowest recorded  ( less  than 3% of 
GIP);. The'tendency towards nat icnal   sel f -suff ic iency is ,  in 
both cs,sesl apar t  from I ts  .ideological and natfonal security 
motivations, made economica,lïy plausible  by the dimensions of 
the c o u - b r i e s ,  t h e i r  natural endowment with mineral and energy 
resources3 and the i r   zgx tcu l tu ra l   po ten t i a l ,  

' 193". The posi t ion of  the  smaller East European countries 
fs, in th i s  respec t ,   bas ica l ly   d i f fe ren t .  They do not f i n d  
within thetr  boundaries   e i ther   the  natzral   resources  needed for 
%he functioning of  t h e i r  cconomies o r  markets  large enough t o  
permit  proper: economies 02 sca le ,   In  1968, t o t a l  imports of 
j3:ae.t Xuropean countries  exceeded  Soviet imports  by  more than 
50$, although the  sum of  their   gross   nat ional   products  was 
l e s s  %hm 40% that o f  the Soviet GHP. Even Poland, which, 
mong.3:as-k Euopeans  re l ies   proport ional ly  least  on foreign 
trade, still  imports about 256 more than Communist China, 
although i t s  nat ional  income is probably  only some 4C$ o f  t h a t  
o f  the l a t t e r  country, 

194.. Soviet Union, me,  f i rs t  p r i o r i t y  o f  the So,vPet. foreign 
trade p l a ~ ~ ~ ~ ~ ~ ~ ~ ~ r e ~ g t h e n i n ~  o f  t h e i r  econcamlc l in.ks 
between COYECON partners. This preoccupal3.cn was sefnzorced 
a f t e r  %he 1968 invasion OP CaechoslovaBZa, The Sov'iet Union 
has  constantly aa-ttempted t o  make use of the   indus t r ia l ly  nost 
advavlced Cornmuaj.3t countries as workshops for produ.c-tion 
tailored Lo Soviet  needs. As regards  the Western indwtr iaXised 
co-mtries,  notwithstand9ng  the well-known l i m i t a t i o n s  of such 
trrade, imports of  t e c h n f c d l y  aüvanced equipment have 
tradf-kionally  played a crv.c.iEl r ô l e   i n  Soviet efforts t o  
overcome the  widening techaological gap in varir4u.s seclozs of 
the c i V f l i a n   i a d w t r i , a l   o u t p t ,  Compared with this type of 
import, the  developing filhtrd World has a p p a r e x t l y   l i t t l e  t o  
o f fe r  of v i t a l  economic i n t e r e s t  by  present  Soviet starzdwds. 
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Some raw materials  and rare  metals  not  1ocall.y  available 
(Malayan rubber) o r  in   insuf f ic ien t   quant i t ies   (Chi lean  acd 
Rhodesiin  copper) or of ai1 inadequate qrzality (Egyptian 
cotton), as well as the   e s sen t i a l  food products needed i n  an 
occasional emergency situat.tOma (Argentinian wheat a f t e r  %he 
0-isastrous hsrvest i n  1953), hzve i n  the  past been  imported, 
even w9't;hout Bulïy  compensating  exports and, i f  need be, 
against payments i n  hard' currencies. The other  Soviet  imports 
of cohsumer goods (coccm, coffee, peamts ,  bananas, cane 
sugm, wine, r ice ,   t rop. icd.  fruits and vegetables, wool, ju te ,  
hides End skins) o r  ;?soducts  manufactured by developing 
cout r%es  do not contribu-be s ign i f i can t ly  t o  the growth 
objectfves cf t he  economy but ra:ther t o  the  improvement of the 

of the Sncreasing well-being of the  popula'tibn 'are, ' howev'er, 
gradually .in the  process of. being acknowledged in   the   Sovie t  
Union, 

\ 

W. . .  living steadards Qf the  consmer,  'Phe  ecom.omfc implications . .  

195. This order o f  priorities is r e f l ec t ed   i n   t he  
geographtcal  pattern of Soviet  trade, Over t'ne l a s t  thTee years, 
two-thirds was oriented Lowards Conmunist corn t r ies  (565 t o  
Easkern Europe and 8% t o  Cub,  Comnjunist Chivra and other  Asian 
Comnuaist countries).  O5 the remaining third directed towards 
noi?-0ommuYlist c ~ ~ t r i e s ,  the indus t r ia l i sed  Western  countries 
accounted for double (2253) the   value of t rade  with developing 
countxies (12%). Soviet  exports t o  non-communist developlng 
cowltries  represent an ins. ignificant  percentage  ( less than 
0.5$) of  the countryrs GpIT-e. Since 1962, the Soviet- Union seems 
t o  have r ea l i s ed  that it could, without any uadue s t ra in  on 
f ts  ecmomy, increase 9-bt-S %rade with developixtg counixies by 
expzniE.ng I%s  exports, which could  be  repaid  in coming years 
by growing i apor t s ,  To mzlntain a etea.dily  growing f low o f  
trade wl%h developing cotin-L-ries, t he   o r ig lnd   d r ive ,  mainly 
based on expanding  purchases seemed t o  meet with some 
Limitations and recen% efforts aim a t  priming  the pump by 
enlarged sales on credi t .  

. IgEa . The volume, direction and composition of Soviet   trade 
sesu3.t not from the   f r ee   i n t e rp l ay  of international  competit ion 
on world markets but from a deltberate  decision  taken a t  
goverjmental l e v e l  with due  regard t o  bo th  economic and 
polit-.ical  implications.  Primarily  preoccupied with major 
domesttc econcmfc and p o l i t f c a l  problem re l a t ed  t o  " c e  
i n t e m a l  2nd ex terna l   secur i ty  of t h e i r   t e r r i t o r y ,   t h e  Chinese 
chsllenge i n  t h e  outside world and the   i n t eg r i ty  of CCmCC;IT9 

the ?resent order of p r t o r t t i e s  of the Soviet policy makers. 
lYhe exceptîon of the  Mediterranean  area and f ts  Arab 
prolongations does not contradict  t h i s  overall generalization, 
Trade  promotion efforts .% n  Africa aim as auch at challsuging 
the  growing  Chinese  influence a3 a t  reducing  Western S-nfLuence. 
Over the last 15 years, t h e  Soviet Union has lecrned the 
ltmitoticms of using econanlc  aid and t rade aa a meam of  
furthertag their purely pcl.i.ti.cal aims, Developments in a 

c 

O .it would seem that  the  Third World does not ra te   very  high In 
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number of c o w t r i e s  thet had established  close eccnomic 
re la t ions-wi th   the   Sovie t  Union (Guinea, Ghana, Mali, 
Indonesie,  etc.)  have calmed down the  opt imist ic  views 
accordtng t o  which Cormmaism would spread  rapfdly  in   the f o o t -  
stens of the  decolonisxtion  process, The anticipated  evolution 
OB aeveloplng  countries %oows:rds  Communism i n  general. and the  
Soviet Thaion i n   p a r t i c u h r  .Ss a t  present   off ic ia l ly   presented 
as a long4emn  goal. 

' 1 9 7 J  In   recent   years ,   Soviet   effor ts   in   the  f ie ld  of 
econ0Ef.c e i d  and trade  hzve aimed more a t  gaining  influence 
within the leading   c i rc les  of the  developing  countries t h m  a t  
promot.9ng soc ia l   ag i ta t ton .  Tine nat ional   leadership  in  the 
mird 'I,Jorld countries rn3.gh.t; indeed be strengthened by Soviet 
economic a c t i v i t i e s . .  .!Che. of fkc ia l  ,Communist att-itu'de' is no' . ' ' 

doubt that  the nat ional   lezdem will eventually  be  compelled 
by. internd  c i rcumstances t o  adopt po l ic ies  more favourable t o  
Comunfsrn. On the   o ther  h a d ,  es tabl ished economic l inks  
oreate  obligations which csnnot be disrupted unilaterally by 
the  Sovlet Union withou-t considerable l o s s e s  i n  both economic 
and polit.ica1 terms, and the Chinese  challenge h3s rzCded a 
new dimension t o  this struggle f o r  influence i n  the  developing 
mecs of  the  non-Communist world. 

198. Eastern Europe is a concept  used i n  
*his pape e mul t ip l i c i ty  of problems which t rade  
with developing  cour,triea  poses.  In  fact, the countries 
belonggng t o  t h i s  group do not together const;itute an en t f ty  
in the  economic sense. In  Communist quarters, it vms th0:rgh.t 
thet COPIECON could  serve 8 s  a medium f o r  co-ordinating  trade 
09 t he  East Emopean c o m t z i e s  i n  general, m d  wP th  the 
developiag  countries  in  particular,  There is s o  f a r  no 
midence that these  attcfipts '  a t  c3-ordination  have met wlth 
G e s t  success, FOP: j -ns tmce ,   in  May 1965, the  Permanent 
COTMXlR Commission f o r  Nonetary and Financial  Questions 
considered ways and meEtna of u%i l i s i r ,g  the CONECON Bank 8s a 
veh-icle f o r  promoting the  os%ablishment o f  jo in t   en te rpr i ses  
in dev.elop9ng.col~tr ies .   k t ' . the .  Moscow c.onferenae in. Nay 1.969, . . 
the problen was ra i sed  c,gcA.a, and it was decided t o  s e t  up a 
new COMTEON Investment Benk, However, s o  f a r   n o t  one 
developing  country is reported t o  have  put  into  effective  use 
the  envisaged  multi lateral   clearing and investment  system, 
firhe S c v f e t  TMon seems still more concerned with d i r ec t  
oantror   ra ther   than  using  the COM%CON i n s t i t u t i o n s  f o r  such 
co-ordinztbng purposes, The East Xuropean countries have 
occas.ia:zlly been used 8s spezrheads f o r  Soviet economic 
penctrcbfon as they  sppemed t o  the  developing  nations  (Middle 
East, ?Akin America) 8 s  more aceeptabPe, trade partners. 
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199. This i s  n o t   t o  say that the re  i s  no  SpeCialiSatiOn 
among East European c o u n t r i e s  in the  type of products   exported 
to   deve loping   a reas .   Pol i sh  expor t s  Cons is t   p r imar i ly  of 
shipyard  equipment, small power p l a n t s ,   f u r n i t u r e   f a c t o r i e s  
and cement p l an t s .  East Germany sends t o  t he  T h i r d  World 
mainly p r i n t i n g   p r e s s e s ,   c e l l u l o s e   f a c t o r i e s ,  f i l m  producing 
mits, f a c t o r i e s  o f  op t i ca l   i n s t rumen t s  and measuring  devices. 
Czechoslovakia   suppl ies   complete   instal la t ions in t h e  
e l e c t r i c a l   f i e l d s .  In comparison t o  Sovie t  sales abroad, East 
European expor ts  t o  developing  countries  comprise s m a l l  and 
medium p l a n t s   n o t   r e q u i r i n g  high capi ta l   investment .   Sush 
count r ies  as Poland and Czechoslova.kia  have  occasionally 
acted as s u b c o n t r a c t o r s  o f  large sca le   Sovie t   dea ls .  However, 
it seems that t h i s  l a c k  o f  competit ion between East European 

36st European countries r a t h e r  than t o  any agreed   de l ibera te  
d iv is ion  o f  foreign  markets  among the  COMECON p a r b e r s ,  

r ea s se r t ed   t he i r  own net.iona1 economic in te res t   in   the   contex t  
p of t h e i r  ecoaomic relat.9ons with developing  areas of t he  

nom?-CommUnist world, Less-developed  countries  could be 
regarded 8s al ternat ive  sources  of sugply f o r  various raw 
ua te r f a l s  which East Eumpecn  countries a t  present  import from 
the USSR. 'phus, t r ade  with developing  countries  could be 
considered by COMECOM countries as a means of reducing 
somewhat t h e i r  economic depecdency on the  Soviet  Union. 
However, from the figures ava i l ab le ( I ) ,  it appears t M t ,  s ince 
1960, 02lY Runania and Bulgaria have sxprznded their   t rade with 
developing  countries more  r rp id ly   than   the i r  o v e r a l l  trade, 
In fmt, Czechoslovakhc, which has always  played a leading 
r6Le in this pa r t i cu la r  f i e l d ,  has since 1960 somewhat reduced 
the s b r e  o f  its trade vzith the  non-Comamiat developing 
coun-iiries, The developiag  countries  could  offer an i n t e re s t ing  
out le t  for various  East European manufactured  and cap i t a l  goods, 
but the circumstances f o r  sel l ing  their   products  t o  Eastern 
Europe hzve not been prrCiculzrly  favourable,  and  the East 
kzropecu countr ies   are  gemrally no t   i n  a pos i> ion  t o  permit 
deve1lop.ing ones t o .  accmulate  conBiderable  outstandj-ng trade 
debts whose repayment possdb i l i t i e s  might be uncertain. 

the  Sov.iet Union has tightened i ts  control  over  traae 
developmat with the developing  areas  outside  the CcGlclunfst 
cmp, B o r  instance,   there  i s  sone  evidence that the  
November 1968 coumerciel negotiations between  Czechoslovakia 
cad 3rm fol the  delivery of crude petroleum  against  the 
supply of Czechoslovak  .investment goods t o  a total .  of  
$200 nZllion had to be cpproved by the  Soviet  Union, 
Nevertheless,   provided  thzt   such  relations grow gradually and 
do not a l t e r  fundamentp.lly  %he economic deyendence of COYi3COTu' 
oomtr ies  on the  Soviet  Union (pa r t i cu la r ly  i n  t e r n s  of exports 

(L) See paragraph 160 

count r ies  is due -more . t o   s p e c i a l i s a t i o n  in produdtion among the . .  

200.. Over recent   years   the East European countries have 
. .  .. - 

201, Since  the  invm.ion of Czechoslovakia, it seems t h a t  

. . . .  . .  . .  . p- 
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of equzpment reçuired by the USSR) i t  is in t he   i n t e re s t  o f  
the SovLet UnEon that East ïhropean  countries,  drawing on 
theft2 l o n g  standing  experience  in  foreign  trade  matters, 
f?,Xpana t h e i r  econonic r c l z t ions  with developing  aress a t  the  
expense o f  Western ccuJGi"ies. Over recent  years,   the USSR 
has re3eatedlg  insis ted that East European countries shou2.d 
fnvesf; i n '  the  development of  the Soviet  Union's  netural 
resourcesO  espscii.slly o f  %he raw materials  which are  exported 
t o  %he -Emapean COMECOW psr tnerc .  The Soviet Union is 
probably  Less  interested e n  exporting  such  materials, as a 
mems of  contrdl ing  these  countr ies   economical ly ,   than  in  
mairka i s l fng  its imports from East European countries. 

202. [Che East Erropean countries can,  nevertheless,  be 
regarded as having a ce r t a in  amount o f  autonomy, i,,ee. 
e n t i t l e d  %O take  relattvely  independent decisfons' regarding 
the t r   fo re ign   t r ade  wfth 6eveloping  countries, s o  l o n g  as the  
geographical   pat tern  set  e?gx-eed with the  Soviet  Union i s  
maintained. A s  a consequeme,  these  cmmtries  have  in  their 
a i d  and t r ade   r e l a t ions  with devdoping  countries  attached 
more significance t o  economic consiCerations  than t o  pres t ige  
motfvztions which plzy an .important r81e i n  sirnilar Soviet 
-brzdc, %'his was reflec-bed, f o r  ins-bance, i n   t he  terms 

. .  a-Ltached t o  the i r   c red i% commitments (h ighe r   i n t e re s t   r a t e s ,  
shor-ber maturity  periods)  unti l   the  t ime when these were 
brought il? l i n e  with SovLcf; practice.  Another  consequence 
has been %he  wider  geographical  dissemination of t he i r   t r ade  
re1.z-kions over a larger range o f  countries, and the 
r e l a t i v e l y  greater divers.i-ky o f  goods imported from developing 
8re2E zccosding t o  t h e i r  needs, It would  seem that i f  
int lustr idlsed  countr ies   such as Ceechcslovakia, Poland and 
Hungary felt f r e e  t o  do EO, they  could  significantly  increase 
t h e i r  exports of c a p i t a l  manufactured goods t o  developing 
countrr ics and import  from %hea suzplus commodities and raw 
materLG.s,. Theer economic s t ruc tu re  is c l ea r ly   ac re  
complementary t o  that  02 thé less-developed  countries  than that 
of the Soviet Union. It %S, therefore ,   d i f f icu l t  t o  explzig 
Sn mere3.y economic t e r n s   t h e   f a c t  that- the share of t h e i r  
trade .with  developing.comltTïes i s  smaller-  than  the'  Soviet ' ' ' . 

share. 

203,. Communist ChiJle. 4mcng the Communist countries, 
Communist m&a 3s -o*iTG where the  motivations o f  econornic 
Cid the most c l e a r l y   d i s t i n c t  from those o f  t rade:   in   the 
former' case, poli t ical   considerat ions are decisive, in the  
lc?%ter, eceonorcic i n t e r e s t s   n r e r s i l ,  !'!!be s tage o f  
in~-us~s~al9s3t2on reach&- by Chiaa does  no t  allow th i s  country 
t o  coupete with the  developed  countries i n  de l iver ies  of  
capi ta l  goods for econonic  develcpment purposes. The Chinese 
denounce both Soviet and Western a i d  2nd t rade a l ike ,  as meaxs 
used by . i ndmt r i a l i s ed   co -u tz i z s  t o  exploit  'the mr33-e backward 
nc-kions. I n  f a c t ,  Commtuis-t China aeeds  precisely t'ne kind o f  
commodities  and  equipment  which the  other,  non-Communist , 
developing  countries  require and h a s ,   i n   t u r n ,   l i t t l e  t o  offer 
them tho% the  less-developéd  countries  could no t  f ind   in   o ther  
Ceveloping a reas   ( t ex t i l e s ,  food  products, l i g h t  manufactures), 

-=---" 
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2D4., Since  the  interrupt ion o f  Soviet economic a i d  
deliveries,  trade  between‘the USSR and Communist China h a s  
r ap fd ly  declined and cmeS by 1967, t o  a v i r t u a l   s t a n d s t i l l ( l ) ,  
C o m u n f s t  China consequently  sought i n  the East Europesn 
cowti;ries and i n   t h e  West al ternate   sources  o f  supply f o r  
equipmen-i; and  technology  denied by the  Soviet Union, but 
Chim, needs t o  earn hari! currencies t o  buy Western cap i t a l  
goodse Obviously, t rade wI%h Hong  Kong plays  the  decisive 
261e as a convertible  curreficy  earner,  but Chtrrese exports t o  
such countries as Singr.pore, Malaysia, Kuwait might 
conceiv2,bly contribute t o  t h i s  end. Even dur ing   c r i t i ca l  
yea;.:, China kept up its -brade r e l a t ions  with Asian  and  African 
counxrtes which provide some es sen t i a l  Commodities: rubber 
from Ceyloil - phosphates from Morocco, and  turned  towards 
Argenfina f o r  .part .of its. gra in  imports . to .  overcome.  temporary. . , . 
fooc? shortages, The need for such  imports has sometimes 
promoted addi t ional  t rzdc  r e l a t ions  with t h i r d  countries, as 
in the  -kypical case of t r iangular   t rade  whereby Ciiir,a has been 
buying  Burnese r i c e  w i t h  which it  pays i t s  rubber  iuports from 
Ceylon, 

285. Apart from this need f o r  a few basic commodities, 
trade with  developing  coua’cries  obviously p lays  a l e s s  
.important r81e in Chlnesc foreign  trade  than that with 
.in6ustriaLised  countries.  But, on the  whole, the  inward  looking 
tendency which i s  typicrl. f o r  a l l  Communist countries i s  even 
more evident  in  the  Chinese example than i n  the  Soviet  Union. 
I ts  politfcaily  motivated  exports on easy  credit  terms of  
czpi’Ge1 goods to developing  countries, thotlgh small i n  s i z e  
and value, cons t i tu te  i: cos-i;ly type o f  propaganda,  given  the 
internal-  needs of  the  country. They  may, however, by merely 
challengtng  Soviet   aid  efforts,   exert  an  ir?fluence on the 
volme OP del iver ies  by the   o ther  Coamunist countries i n  some 
Uric222 countries where tho competition for influence is 
pa r t i cu la r ly  acute. 

(b) The r 6 l e  of C o m 7 ~ 1 i s t  t rade  from the  point of view 
of  the d e v e l o p m e s  . . . . .  . . . , .  

206, Prom the  point of view o f  the develo in& countries,, 
Communist t rade,   apar t  from t h e   e c o n o m i c z ? % ? & s  r e m n g  
from the p o s s i b i l i t y  o f  f.i,nding  occasional  markets for its 
surplus t radi t ional   comodi’cies  that  could f h d  no other 
buyers, has &so offered  opportunities t o  nations t o  a s s e r t  
.independence  vis-?i-vis t h e i z   t r a d i t i o n a l  Western t rading 
partners. It can, however,  be assumed tha t ,  on the  b h l e ,  the 
less-developed countries would p re fe r  t o  buy products i n  the 
indus l r ia l i sed  Western  cormtries i f  they  could pay f o r  them 

(1) Stno-Soviet  trade,  s?ccosdir,g t o  Sov ie t  t r a d e   s t a t i s t i c s ,  
f e l l  from 1,849 million roubles (Sotiet exports: 859 million; 
Soviet irr?ports: 990 n i l l i o n )   i n  1959 t o  96 million  roubles 
i n  1967 and 86 mi l l t on  roubles i n  1968 (Soviet  exports: 
53 seil l ion; Soviet  tmposts: 33 n i l l i o n )  
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t.\rith their   exports .  Mz1cysi.a and  Rhodesia a r e  examples of 
this z t t i t ude .  Comm-mist pixrchases o f  crude na tu r s l  rub’ber, 
P a  the  one case, and copper, i n  the  other,  were paid f o r  i n  
h m d  currencies and d i d  n o t  lead t o  corresponding  Malaysien 
and Rhodesia  imports o f  Comunist  products, It i s  also 
v d - 1  Imown thzt  vsrioue  less-developed  nations ham occasionally 

in payment of  the i r   expor t s  t o  Communist countries. 
C., ur~ec‘:, clbeit   without SUCCESS, t o  obtain  convertible  currencies 

207. The volune o f  exports  frcm  develcping  countries 

”GO exert 2 serious  influence on the world market  prices o f  
these proclucts.  Indead, the  relative  inprovenent i n  t he  terms 
of t rade  12 favour o f  the developing  countries  noted  during 
recent -  yecrs . reuul t~ed ncls13.y .from the  ‘growing denand: f o r  ’ . . .  

besic ma”i;erials in  the  i:xhastrialised  Western  countries. 
&ports  -Lo Comuniat  com-kZes  hardly  contributed t o  this 
d-evelopent. Communist buyers tend t o  play a pass ive   r8 le   in  
the  setting of t h e   p l i c e  level  o f  such goods since  they can 
only re ly  on the  prevail ing world market pr ices  as indicators  
o f  the   re la t ive   va lue  o f  %he  exchanged products(1). 

.i desGi:iled. t o  Communist cotmtries has generally been t o o  small 

i. 

( c )   s r a c t e r i s , t i c s  of Communist t rade 

n‘ 

H 

20B. State-controlled-  trade, IPhe set-up of  s t a t e -  
c ~ i l l ~ o l ~ e ~ . ~ ~ w ~ - ~ ~ ~ ~ ~ ~ s e d  organs a r e  dealing on the 
zccom-i; o f  the  global  needs of  a country,  acting as  a single  
pwchr;sing  unit, favours %he conclusion of grouped la rge   sca le  
decls ouch as the purchcss of  the   to ta l   surp luses  o f  a crop 
o r  r8w n a l e r i a l ( 2 )   i n  c given country. Sales by developlng 
countries t o  Western onos m e  generally made through a lzrge 
nuaber of competing  buyers whoso individual  purchases  are 
lirnitec? and thus  less  impressive  than  the Cotmumist deals, 
The orgsnlzational  struct-me o f  Commu.nist foreign  t rade and 
the hierzrchy of  s t a t e   o f f i c i a l s  working i n  this f i e l d  allow 
the governments t o  use “cade as a t o o l  f o r  their   overall .  
foreign  policy whenever *they s o  wish. Communist countries,  and 
$he USSR in partïcular,  hme.  indeed  .stepped  .in. on szveral  . . . 

occcsions t o  make s ignf f lcznt   dea ls  with developing  countries 
tvhich mc-t with d i f f icu l t ies   in   marke t ing   the i r   p r imary  
proc?ucls. 
-.  “P 

(l) See >amgraphs 216 and. following 
(2) More ”chan 60$ of to-kal annual  Egyptian  cotton  exports were 

culoreatly absorbed by the USSR and East Eu.ropean countries 
dming  the  f irst  h d f  02 the 60s. S imi la r ly ,  roughly 259 
o f  Burulese r ice   exports  went t o  the USSR and 2G$ Uo other 
Cornnuxist countries.  During  several  years, 20% of the 
emua.1 cocoa  crop o f  Ghana wa.s purchased by the  USSR. 0ve.r 
half of Yemeni coffee  exports are current ly  s o l d   t o  the 
Sov.iet Union. The recent  purchase o f  5 mi l l i on   hec to l i t r e s  
09 Algerian wine - s?bout three-quarters of Algeria’s 
current  annual  output - are of the sane vein 
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;lag. B f l a t e r a l  )=ber 6e@s, Communist count r ies   have  
shor;ryl 8 rnd'?L-%&ence for b f l . a t e z a 1   b a r t e r  deals i n  t h e i r  
t r a d e   r e l a t i o n s  with developfng  countr ies ,  Thelr c o n v e r t i b l e  
cu_Yrensy and   go ld ,   reserves  are  not v e r y   l a r g s ( 1 )   a n d   a r e  used 
a l m o s t   e x c l u s i v e l y   f o r  paying v i t a l   c a p i t a l  goods imported 
from the i n d u s t r i a l i s e d  ?'Testern countries.   Developing 
comtriees on t he i r  part s u f f e r  from -the same chron ic   sho r t ages  
of hard currency. This makes I t  d i f f i c 1 J - t   t o  s e t t l e  bzlazces 
which arise in the course o f  t h i s  trade, n e i t h e r  s ide be ing  
willing t o  a l l o c a t e   s c a r c e   c o n v e r t i b l e   c u r r e n c y .  The sys%em 
of imlsor t s   be ing   pa id   for  By expor t s  t o  t h e   o t h e r   p a r t n e r  

Even w i t h i n  COMl3CON, C o r n m i s t  c u r r e n c i e s   a r e   n o t   c o n v e r t i b l e ,  
s o  that P o l i s h   z l o t y s  ecrned by a developing  country  cannot  be 
used to purchase,  say,  Czechoslovak  products, This problem 

brought once more i n t o  the limelight i n   t h e   e a r l y  months of 
1970. So far ,  however, 110 sa t i s f ac to ry   answer   cou ld  
appareil-Lly be g i v e n   t o  t h i s  ques t ion ,   l a rge ly  as a r e s u l t  of 
the c o n t r a d i c t o r y   i n t e r e s t s   i n v o l v e d ,  

t.. deaies the export ing  coui t ry   f reedom  to   choose among s u p p l i e r s ,  

hes preoccupied. the COIECOE c o u n t r i e s  for a long  ' t ime 'an.d was , I  

210, government t s d e  and  payment a reements.  Withi.n the 
framework o f  the i r  five-geaT p l a m ,  fFE-5"- e p anriers   forecast  the 
.imports r e q u i r e d   t o  mee-b the fixed targets a n d   a l l o c a t e  
resources  t o  meet t h e i r   e x p o r t  commitments. The system 
requ i r e s   %or   l ong   pe r iods  .in advance   de t a i l ed   spec i f i ca t ion  o f  
sources  of supply,  volume extd value of p roduc t s   t o  be imported, 
hence the Communist p r e f e r e a c e  for long-term trade and  payment 
agreeaents ,  This p rac t . i ce  meets, t o  some ex ten t ,  the 
requireaent-s o f  the developing   count r ies  which have   genera l ly  
% h e i r  own economic  development  planning  and  sometimes 
governmental  bodies for f o r e i g n  trade. Such trade agreements 
used -Lo be made f o r  one year and were normally renewable,  but 
-Lhe 'Comuaiat   countr ies  have sought   to   ex tend  the duration t o  
%WO, three o r  five years, Since 1954, more than 200 agreements 
hzve been concluded with developing   count r ies ,   and   the  bulk of 
Commuiist t r a d e  i s  carr.ied out   wi th in  this framework.  They 
ofte;? are completed with ua,ycoect agreements  and  other 
co l l a t ee rz l   pac . t s . p rov id ing .   fo r   swing-   c r ed i t s   and   add i t iona l  . . . 

clearflzg agreeaents, 

211. I n  most  casesr such agreements are merely 
d e c l a r z t i o n s  of i n t e n t ;  they provide a framework f o r  trade but 
do no t   anoun t   t o   fo rma l  commitments,  Experiences show that 
%lie qu.otzs proposed are  seldom achieved,  Subsequent 
negokia-kions aa regards %he a c t u a l  goods ar,d the y r e c i s e  
qmii-i;itiee tc be delivered are  necessary,   Bevertheless ,  these 
trra8-e egzeements are  e::plo.i-i;ed f o r  pr0paganSr.a purposes ,   both 
when tlic . i a i t f a l   p a c t  sac? the y e a r l y   p r o t o c o l s  are s igned,   and 
%hey a l s o  j u s t i f y   t h e   p o s t . i n g   o f  trade commissisns i n  var ious  
developing  areas .  East Germany and Ccmaulzist China, i n  their 
quest Tor o f f i c i a l  r ecoa l i t i on ,  have o f t e n  used t r a d e  
z,greenei?ts as much f o r  t h e i r  p o l i t i c a l  as f o r   t h e i r  commercial 
v21ue. 

(l) I n  -Yne case  of  the So-rTet  Union, estimates range  from 
""." ""A . "" 

$1.5 b i l l i o n   t o  $2 b i l l i o n  
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(d)  s e  *Qual i ty*  Problem 

2 1 2 ,  During  recent yemx, the  technological  lead of  the 
Westem industr ia l ised  couatr tes   over   the  East  European 
countr ies   in   general  and t h e  USSR i n   pa r t i cu la r   has  been 
.Lncrersing. This technological  gap, which is not iceable   in  
all sec tors  of  c ivi l ian  product ion,  i s  pa r t i cu la r ly  marked as  
regards  manufactured goods. The Communist economic system is 
mainly  oriented towards quextitative  production 2nd i n f e r î o r  
qual i ty  hcs of ten been  quoted as an  obstacle t o  t rade  
expanS.ion between  East ails! ?lest, Some  West European countries, 
.in order t o  fu l f i l  t he i r .  quotas, have  occasi,onally  imported 
manufac-hued goods from Communist coantries which were not 
su i ted  'Co t he   i n t e rna l  mmket,  These goods were re-exported  to 

from the Communist  couw-kTea concerned, 
+ . . developing  nations, where- they'. compete with direct  imports . .  

?!3; Soviet ecp$pnca-> and i n d u s t r i a l  machine%, which 
const i tutes   the b 3  o f  &o%s d e s d  to  aeveloplng 
coun-i;r.ics by the USSR, generally  enjoys a reputation f o r  
ruggedness.  Less  sophis-blcated than comparable  Western 
poc!.ucts,   capital  goods 9 m m  Communist countr ies   require   less  
de l ice te  handling and mcinlenance.  Soviet  equipment  can stmd 
a ce r t a in  amount of  rough  usage by personnel  lacking  the 
required s k i l l  for prec.ise  technical  operating o f  the  
mcchinerr  and whose o v e r a l l   t r a i a i n g  is s t i l l  rudimentary. 
To some extent,  the. Comamist ,countries have  been able  t o  
derive some benefi t  from the i r   re la t ive   t echnologica l  backwardness 
.in t h e i r   r e l a t i o n s  with countries where chezp  labour  has no 
industr ia l   t redi t ion. . ,  ..Sov.iet  advantage over the West i n  this 
respect !;'as demonstrated .in the  case of t h e  Indian  s teelmil ls ,  
where the much uore simple Soviet   plant was put i n t o  operation 
with less trouble than %he technica l ly  highly advanced s tee l -  
mill s e t  v.? with West Gemxa assis tance,  It may be  recalled 
i n  this connection that ct-keïnpts have  been made i n  Western 
ind-us-ki&ised  countries t o  organize  sales t o  developing 
courttries of i n d u s t r i a l   e q u i p e n t  which had become obsolete 

. ,  i n  the advanced  coun.ttries .bu t  .which could s t i l l  be  consi.dered 1 . 

economically val id   in   com-l ; r ies  where the  labour  costs were 
low. These attempts hwe mparent ly  met w i t h  l i t t l e  success; 
t ransport   costs  have  been  high  and  the  developing  countries 
have tenfied, for prest i@ zoason;9, t o  consider second-hand 
equipmefit as unworthy. Sov.iet  equipment might be of no b e t t e r  
quali ty,  but a t  l e a s t  it .is new and the  best  that the  Soviets 
c m  ofTer. On the  other  hmd,  So-viet  equiynent has occasionally 
proved a x m i t a b l e  under'"Ghe cl imat ic   condi t ions  prevai l tng  in  
the impor-king countries, repairs have  taken  longer, as the 
del.9ve:c'y or" spare parts fzom the  Soviet  Union has not  been 
par-biexlarly fast. The l c c k  of a f t e r   s a l e s   s e rv i ces   cons t i t u t e s  
enother mcjor handicap -to Communist sales pronotion. 
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21 4. Generally spe,o.king;, t he re   a r e  no complaints as t o  

the  qual i ty  o f  the   suppl ies  of  raw ma6-berEEzl from Conmuniet 
count-ries, mere is o m  .Importa% except:on t o  t h . t s  general 
appreclztion:  Soviet c m d c  oil, w'ilich contains a high 
percentcge o f  sulphur, CIPI c rea te   t roubles   un less   t rea ted   in  
ref iner ies   special ly   adcpted t o  th i s  type o f  raw mat;erial, 
!be lligh degree o f  waste m d  impmit ies   in   bulky  agr icul turcl  
products a i d  mineral rw mcferials delivered by Commmist 
countr.ics has occasionclly  been  noted. 

" 

7 

21 5 .  The developizg  countries  are  well cware o f  t he  
considerable advantages  or"fered by Western products as far as 
qucAiz'y .is concerned. &om time t o  time,  complaints were 
reported  about  deliveries of Conmuniet exports (faulty 
pccking of cement.  delivered.  .during  .the-monaoon, irre@.ar . . . 
shtpexts of  coking and gzs ~031 ,  high maintenznce  costs o f  
c.iv.iJ-icrt c i r c r a f t ,  timbez del iver ies  n o t  i n  accordance with 
speciffc~;bions), On the  vhole, however, the  performance o f  
Cornvais% countries as trctiing partners  has not  beer 
cozisiderea wiszt isfactory by the  developing  nations, 

.!$he 'Price Problem 
L 'oi" 

2-16.. 3 r i ces  i n  Comulist countr ies ,   resul t ing from 
azbi-brcry dscisions taken 2-b government leve l ,  do not 
necessar i ly  r e f l ec t   r ed   n roduc t ion   cos t s  or factors  such as 
r e l a t i v e   s c a r c i t y  o f  s u ~ 3 l y  or i n t ens i ty  o f  demand,  Hence 
the  Commuizist negotiatore  cennot  use  their own pr ices  t o  
cclcq&cte the r e l a t i v e  cd-xmtages o f  the exchange o f  goods 
er;visc?.,ged, It i s  a well-laown  paradox tha t ,  even i n   t r a d e  
m o u g  COICGCOB partners,  the  prevai l ing  pr ices  on the  
~ c q i - i x 1 ~ s - b ~  world market m e  used a s  a s ta r t ing   po in t  f o r  
negoJ~iz-L.ions, Similarly, L1 buying from developing  cowntries, 
the  Cornmist   negot ia tors   general ly   use  f ic t i t ious  pr ices  
which m e  supposed t o  correspond t o  t he  1960-1964 world 
average 02 m r k e t  pr ices  o." the comodit iss   in   quest ion.  
They c l c i 2  that these  ts tzble '   pr ices ,   f reed from the  
specuIA-i;.ive f l u c t u a t i o m  vdiich a r e  a feature  of the   f ree  
rnzrke-l- pi-Ovide the  developing  countries with steady and 
rc-liabfo earnings D 

217, This zlleged  s-%cb.ility is advantageous t o  the  
developing  cowtries only where fluctuations  cause  thelr  t e rns  
of t r d e  t o  deter iora te ,  2s was indeed  the  case up t o  1964, 
The zverage p r i ce  o f  pr.inmy producers '   exports,   after rising 
somer:r'slaJG between 1964 a d  3.965, dropped by 1% i n  1967, but  
recoverel! i n  1968, improv.5.xS the   t e rns  of t rade of developlng 
c o 7 m t ~ f e s ( l !  , This overcll  tendency  obviously  conceals 
divergent  trends i n  the  prfces  of pa r t i cu la r  commodities. 

( 2 )  See paragraph 145  
"" 
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21 7. Communist proi3zgmda often  argues thct Western 
in0.us"dised  countries are exploit ing  the  econoniczlly 
vsezker ' l i be ra t ed   coun tz i e s* ( l )  by ra is ing the   p r ices  of t h e i r  
o m  manufxtured produc-bs while  paying  less f o r  the  primciry 
como6i-i;ies bol;tght i n  developing  countries. If this were 
indeerl. t he  cade, by adop't;ing these   p r i ces   i n   t he i r  own 
comerc.fal   dealings,   the Communist countries would simply  be 
perpe-tuating, t o  t h e i r  zdvcntage,  the  exploitation  they 
condemn. fir thermore,  by promoting pr ice   in f lex ibf l i ty ,   they  
hinder the basic  r61e or" Lhe market pr ice  mechanïsm i n  which 
price  f luctuat ions  serves  as an  indicator  of t h e   p r o f i t a b i l i t y  
02 profiuctian, I n  develop.ing  countries,  fixed  prices can 
es?s.ily c rea t e   t he   i l l u s ion  -that there  is no urgency i n  
Civersifying  production a d  modernising  the economy. Although 
'Ghe Co.mmiist  countries a g x e  that the  developing  nations  need 
t o  overcome excessive  specialisation on certain  basic  products 
iaher i ted  from their   coloaial   past ,   they do no t   hes i ta te  t o  
use this Legacy in   o rder  -to obtain raw materials  a t  wor ld  
market pr.1ce.s whtle  keeping their   internal  markets  ir isula%ed 
from p r i c e s   u t i l i s e d   i n  their  foreign  trade,  

219. P rac t i ca l ly  ell trade  agreements  signed by 
C o m u a i s t  countr ies   s t ipulate  that  the  prices f o r  goods t o  be 
exchanged a r e  t o  be f ixe& on the basis of world market pr ices ,  
and the five-year  agreements  generally  provide for annual 
negotiations t o  determine  the  prfce  levels t o  be  applied. 

a p p z e n t  than real, and .is reviewed  each  year. The f a c t  that, 
by 2nd large,   the   qual i ty  of Communist products  dces  not 
corresponi! t o  that  o f  comparable  Western goods complicates 
the problem o f  valuing them a t  world prices,  This i s  not  the 
c w e  OP the  primary expoz-t  commodities o f  developing 
com-bries which a r e  a l g o  0'2 s a l e  ln other  parts o f  the world. 
The developing  country,  acting  as  buyer, i s  faced with the 
t . ~ ~ l c  sf evalGating  the  price of sophis t icated Communist 
equLprnei1.i; f o r  which comparison with s imi la r  goads from other  
SOUL'CCS fs not always eEsy. 

. . Thus, in practi ,ce,   the so-eo?lled ' s t a b . i l l t y f  of  prices. is mare . .  
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b. 

220. In   the i r   compet l t ion  with the   indus t r ia l i sed  Western 
nations; the  Communist oomz”cies, when enter ing  cer ta in  new 
markets,  have  occasionally  taken  advantage of t h e i r  arbi t rary 
pr ice   f ix ing  system t o  sell, a t  pr ices  below those o f  Western 
OOuntriesI The problems met by the  West i n  competing with the 
East on %he markets of  developing  countries  have  been 
analysed i n  the  OECD. M-bh the  exception o f  a few cases (i.a. 
e lectr . ic   l ight   bulbs  and l igh t ing   appl iances   in  Ghana and 
Seudi Arab.fa) this form o f  competition does not seem, however, 
-ka have hampered seriously  Vestern  exporta. 

play only 8 r Q l e  t o  the extent that  imports are  not  balanced 
by equivalent  exports.  Trade  agreements  provide  generally f o r  
the s e t t l i n g  of  clearing.aecouYlts in   e i ther   roubles  o r  the . 

n2tionz?!  clxrrencfes of  the trading  partners,   the  actual 
exchange’rates of which are not always  easy t o  determine,  In 
c?.d&it.ion,  they  occasiomlly  mention  the  alternative  solution 
o f  settling i n  a mutually  agreeable  currency, which n;ay  make 
.it poss.ible f o r  the  Communist co7mtry tha t   bu i lds  up a c red i t  
i n  its -brade balance t o  ask f o r  pa.yment i n  US d .o l la rs ,  A, s t e r l i ng ,  
o r  Swish francs. However, this l a t t e r   s o l u t i o n  has seldom been 
q p l i e d ,  &thou.& the  inclusion of  such a c lause  in   t rade 
agreements provides  the  Comunist  country with a po ten t i a l  
means O% pressure on developing  nations  buying Communist 

221. I n  t rade  with Communist countries,   prices as such 

p32od-uc*El 

222. I n  the Cornunia-L- concept,  prices a r e  .mainly  accou.nting 
ulits allowing t o  add up Cifferent  kinds of goods, A s  most o f  
the trade between Coml;u?is-1; and developing covJeztrles is 
barter   balances  are  small and prices,   therefore,  have  only 
ltrcti-bec f .importance. The Communist countries, when ac t ing  as 
buyerst could  offer   f ic t i -kiously  higher   pr ices  and compensate 
their appcrent l o s s  by selling their   products  a% similarly 
inflztee?  prfces(1).  Developing  countries that  export   large 
quanti-ides o f  t h e i r  goods Ere i n  a weak bargaining  posit ion 
when negot.iatfr,g  the  prLccs of the Communist commodities t o  be 
delivered f o r  se t t . l ing  th.e.ir. cr .edit   . in  the  annunl  clearing . . . . . 
~?.CUOUIZ‘~;S. It must, however,  be noted that the system works 
both w,ys. The Russians 11ms had t o  use some complicated 
a r t i f i c i a l   exped ien t s  t o  maintain  their   t rade with India   in  
sorile kind o f  balance. Zarly i n  1968 they  ,agreed t o  bay  over 
the next seven  years  about 40,000 railway wagons b u i l t  i n  
Lndiz, whose s u i t a b i l i t y  t o  Soviet;  conditions and climate is 
doublftil b 
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(c) Qsgessment, 

z 2 3 $  The Commuai.& t rade  dr ive was launched a t  a time 
(1954-1958) when the Communist countries  consti tuted a 
monolithic  bloc  Ender  the  uadisputed  leadership o f  the  Soviet 
Union, Zconomic progress ia the  USSR over  the  past  decade 
had been impressive, De-:erred from using  mili tary  aggression 
to reach   the i r  goal by the ?TAT0 determination t o  defend %he 
t e r r i t o r i o l   i n t e g r i t y  o f  PGs members, the  Soviet   officl .al  
spokesmen resor tea  t o  P;,secccful coexistenceP as an ind i r ec t  
means o f  achieving world leadership.  Within this context, 
tmde   and‘a id  were . to   be’uscd as .non-military weapons t o  I . . . . . . . . 

penetrate,  influence and, ult imately,  win over the developing 
comtr tes   ou ts ide   the  NATO nrotected  area,  !?he growing 
impor tame of  t he  Third World i n  t h i s  strategy was f u r t h e r  
enhanced  by the Communist conviction that  the decolonfsation 
process  once  init iated would be i r r eve r s ib l e  and would 
precipiiate  the  industr!.alised  Western world i n to  the major  
economic c r i s i s   long   pred ic ted  by Commuxists, Past development 
o f  Communist t rade  with developiog  nations,  sustained by a i d  
offers, was expected t o  ‘ncs-ten th i s  process by depriving 
Wes-tern countries o f  t h e i r  traditional sources of supply of  
essent.ic1 raw materials cud primary  commodities, and o f  an 
imporixn-t p a r t  of their   markets,  Economic progress   in   the 
C0muris-I; countries woxild be  used  as the demonstration o f  the 
e f f ic iency’of  the Commuaist economic system presented as the 
sole model, t o  be  copied by developing nations, of  a short cut 
t o  prosperity, 

22Q., To the  newly fndependent nations3, Communist t rade  
VIEIS presented as a mems of rapidly  achieving economic 
independence from the  ex-colonial powers. Tke capacity of  most 
o f  the  developing  countries t o  earn the  hard  currency needed 
for t;he.Sx i n d u s t r i a l i s r t i o n   l a r g e l y  depended on t h e i r  export 
o f  a Pew primary  and agr9cuLGurcal products for which ou t l e t s  
were l imi ted  by the  lack of e l a s t i c i t y  of demand i n  %he 
industr ia l   countr ies .   Ccl l ing  a t tent ion t o  the  steady 
de ter iomt ion  of  t he   t e r a s  OP t rade  o f  the  develosing  countries 
.in the i r   dea l ings  with *he i ndus t r i c l i s ed  Western world,  the 
Commis-b countries sewed able t o  o f fe r :  

new, vas t  and expanding,  stab12  and  remunerative 
o u t l e t s  for their surplus primary  products; 

o.+ a l t e r n a t i v e  somces o f  supply of  i n d u s t r i d  
equipment and complete plants  t o  be  delivered on 
long-term c red i t ,  with low i n t e r e s t  rates, repayable 
i n   l o c a l   c u r r e n a i e s ( l ) ,  

cilpi)” - - 
(I) See GATT report  on In te rnz t lona l  Trade 1957/1958 
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225. After more than a decade o f  wi3ely  publicised 
economic a c t i v i t f e s  of the Communist countr ies   in  the 
developzag  areas,  the glamour of  novelty  has worn of f .  
Developing nations have r ep id ly   r ea l i s ed  that  i f  Communist 
offers could occasionally  strengthen  their   bargaining 
pos€t!..on il? oraer t o  obtein some sdncessions from the  West, 
th9s  .si't;uction  has i t s  drawbacks as the   r6 le  of Communist 
t rede remrkns marginal .in oomparison t o  the much l a rge r   o f f e r  
a d  demznd of t he   i nd -us t r id i sed  West. Developing countries 
th& diver ted   for  a period o f  t ime  rather  large  shares of  

d i f f i cu l t . i e s  when they  ckkmpted t o  re-enter  the  markets o f  
thefr former  free world c l i e n t s ,  

c:' t h e i r   t m d i t i o n a l  expor-i;s t o  Communist countries met with 

4, 226. - I n  the ear ly  y e c m  of  ,the. Communist economic ' ' ' ' ' . .. 

*offensive * t r ade  between  developing and Conmunist countries 
expanded more rap id ly   thcn   to ta l   t rade  o f  the  developing 
countries,  Since  the 1960s, however, the   e f fec t  o f  mce le ra t ion  
of  economic growth in  the  Vest,  coupled with the  deceleration 
.in Communist countries, w m  that  Communist t rade with 
developing  countries d i d  not  develop much nore  rapidly  than 
similcr Western trade. Given the  size o f  the  countries 
belonging t o  the Commmis"c camp, which accounts f o r  nearly 
one--i-hird of  world populction,  the  share of the  developing 
countries*  trade absorbed- by the Communist world, 15 years 
after t hey   s t a r t ed   t he i r  -i;md-e offensive, must seem disappointing 
t o  the  developing  nations  conpared with the  expectations 
croused by the Coamunis"G ~ n a o u n c e n e n t s ~  I n  f a c t ,  both the 
Soviet  Union and Communist China remain bas icz l ly  inward- 
looking, They hzve  the.9r own less-developed x e a s  which they 
seek t o  develop and ind-ustr ia l ise  and whose output  occasionally 
competes with t h a t  of d-cvcloping  countries (raw materials,  
metcl ores, sugcr, tea,   cot ' ton,   r ice,   etc,) ,  A s  the  share o f  
the Comunist  countries .Sn tatzl t rade  of developing  areEs i n  
1968 was still extremely  hodest(l),  there  obviously  remains 
l a rge  scope f o r  expansion, but recent  experience has shown t h a t  
the  speed 03 t h i s  growth docs not  necessarily exceed- that o f  
Western t rade  . 

227. Some developing  countries  (such as Algeria, 
Afghanistan,  Brazil, India, Morocco) may have g a h e d  the  
impression  over  the laet few years   that  moat  COT4ECON countries 
o f f e r   f a i r l y   s t a b l e  and  even  expanding ou t l e t s  f o r  t h e i r  
export  products. This does  not, however, apply t o  Comunist 
China, as the  cul tural   revolut ion  gathered momentum, fors lgn  
trade  suffered,  including  .imports from developing  countries, 
The al leged ' s t a b i l i t y '  of Communist markets  proved 
dfaappo$nting t o  a l a rge  number of  developing  countriesp  For 
.instance: 

- Nigerian exports  t o  Communist countries as a whole 
i n  1966 dropped- by 57% compared t o  1965; 

" . 
(1) See Graphs IX and X 
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N A T O  U N C L J S S I F I E D  " _ -  

- exports from Uganda declined by 72% between  1965 and 
1567, and those from Bu.ma by 66% between 1964 ar,d 
1967; 

L.. the  value of  Sinhalese  exports t o  Communist countries 
was reduced by 25$ i n  1967 compared t o  1966; 

- Mexican expor t s   in  1966 were 69$ below t h e i r  1965 
l eve l ;  

68 
. .  - Uruguay .exporkS. i n  ,1965 dropped by 53$ .as compared. . . . 

t o  ' the  preceding  year(l) ,  

228. I n  Western  prac-kice,  export-import  trade is conducted 
through a wide v a r i e t y  of .individua.l firms, The overa l l  
economic performance is obv.iously the  nain  determining  factor 
of o f f e r  a d  demand, bu t   t he   mu l t ip l i c i ty  o f  buyers  and s e l l e r s ,  
ac%ing  .independently, teiids t o  mit igate  somewhat short-term 
fluctuz.tions. Communist foreign  t rade,  on the  contrary,  being 
centrally  determined by government decisions,  influenced  by 
po1itica.l  considerations,   consists o f  massive  transactions, 
an2 thus   r e su l t s   occas iond ly   i n  wild fluctuations.  Clear-cut 
and fimn long-term commitmel?ts t o  pv-rchase ce r t a in  good, q a r e  
seld-om .fncluded i n  C o r n m i s t  trade  agreements, 

229. P ina l ly ,  Communist t rade  negot ia tors  have  proved 
just as eager  to,  and as cayable of ,  defending t h e i r  
commercial i n t e r e s t s  as 'chclr Western colleagues, and exports 
t o  Commnis t  countries  appeared t o  be no  more remunerative 
than  those t o  t he   i ndus t r i a l  West, The benef i t s  of b i l a t e r a l  
bar tor   deals  were o f t e n   d i f f i c u l t  t o  evaluate ,   but   their  
l imi ta t ions  were d i r e c t l y   f e l t  by the  developing  nations, 
3ibei1 i f  Cornmis t  countlies  occasionally  offered  temporary 
relief t o  countries caughl- with otberwise  unsaleable  surpluses, 
cases  have  been  reported where Communist countries  have 
purchased more than  they were ready t o  absorb  internally and 
r e so ld  p m t  of  t h e i r  imports froln developing countries on f r e e  
world markets (Cuban sugar,  Egyptian  cotton, Ghanaian  COCO^, 
Soutb .berTcan  coffee) , 

230. By the end of  t he  1960s, t rade  with Communist 
countries, s t i l l  r e l a t i v e l y  sma.ll in s i z e  and quite  out of  
propor t ion  w i t h  the  expec$ations  raised, showing l i t t l e  sign 
of rap.fd improvement, occzsionally  subject t o  ups and downs 
from yecr t o  year, based-mafn7.y on s t r i c t   b l ï a t e r a l  ba,"Ler 
decls, appeared t o  the  doseloping  nations t o  be  not much aore 
atttrac-3.ve  than  tradition21  trade  relations with t'ne r e s t  of  
the world, The schism between China and the Soviet Unicn, 

(1) For absolute figures, see  Table X . a L  h n e x  
u 

. .  . .. 
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gjovJing asser t ion  of the   na t iona l   in te res t s  o f  countries 
beloaging t o  COMECON, t'ne .invasion of Czechoslovakia, the 
slowing dorm of  econorcic growth i n  Communist colmtrles,  have 
a l l  b lu r r ed  the  image of n Communist economic system 
presented- as a unique model f o r  economic development. 
Dlsc?ues.ions about econosilic refoms i n   t h e  Communist world 
must'have been? viewed by developing nations a s  an indicat ion 
that, s ince improvements c m  required,   the system is  not a t  
pzesent working as  P t  should, I n  fzct, developing  countries 
?.re at present  faced w i t h  2. wide va r i e ty  of  Communist !models! 

Hunga,r.izn, and  have  CO^ -bo r e a l i s e  t h a t ,  t o  so lve   the i r  own 
ecoi1omic problems,  they h m o t  r e l y  on a single, universal ly  
vclid-  blueprint. IndeeC, 'Che Chinese and the  Soviets  are 
engaged . in   bi t ter   compet i t ion t o  win the  favour of '  t h e '  
developing  countries, End %he l a t t e r  have  thus  an  Interest   in 
this aatagoniem. 

A '  f o r  development t o  be  cop.iea: Cuban, Chinese,  Russicn, 

(b) Longer T e r n  7" ProJqctions 

231. There i s  nothiag t o  prevent a cent ra l ly   d i rec ted  
ccoaomg 02 the  Soviet  type from planning  increased  trade with 
6eveloping  countries. However, the  central   planners must 
view foreign t rade with non-planed ecom?omies as a 
com;licat.ing factor:   they can pro jec t   the i r  import  needs, but 
mey f.fad it d i f f i c u l t  Lo de-bemine i n  advance the volume of  
exports  necessary t o  pey fcr these  imports. The Soviet Union 
has occas5onally  taken  cdvantage of  i n t e rna t io ra l  forums t o  
zmomcc ' i t s   i n t en t ions  3s regards future irrports,  Fcr 
insbi tce ,  a t  the UNCTAD meeling, the USSR mentioned that it 
might,  during  the deca8-e 1970-1980, increase  over f o u r  times 
i t s  pkesci?t imports of citrus fmit, t reb le   those  of  cocos 
beans,  coconut o i l ,  p z b  o i l  8n.d o the r   f a t s ,  doQble i t s  
pwchzses of coffee. 'The Soviet Union indicsted that it would 
zlso inérease i t s  imports of :  cot ton  f ibre ,  wool, t e a ,  
bancnas,  pineapples,  sp.iccs, some mining  products and raw 
m c t e r i d s  f o r  the  chemiczl  industry. It s t ressed i t s  
in-t;en-t;ion. t o  i m r e a s e  pvzclmses o f  manufactured goods. and  .semi- ' . - 

finished  products  in repzyment of  drawn credits,  Czechoslovakla, 
Hungary and  Poland  gave s i m i l Z r  indications,  No doubt, i f  the 
Communist coantries s o  wished,  they  could  increzse  considerrbly 
t h e i r  i.mgorts from develop.iag  counkries and fu r the r  expand 
their  exports of  c a p i t c l  goods t o  these  countries. The 
theoreticd. po ten t i a l  of ncrkets  grouping 1.1 b i l l i o n  
. ind iv id .u~ls  i s  a fascir_c.t.fmg prospect  for  exporters from both 
.i~Cius'~'~~LV,c.l..j.sed 2nd developing non-Communist coantsies. 

232. It can, however, be eavi ly   calculated  that ,  even i f  
duriL1g the decade 1970-1980 the   developing  cowtr ies   t rebled 
the i r -expor t s  *O Commmist countries wklë t hose  of the rest 
OP -the world continued t o  ,TOW a t  the  average  rate o f  the last 
15 years (about 5 g 0  per  yeax), by l980 the   share  of exports t o  
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233. Ch-inese t rade  aevelopments a r e  hz rd ly  predictzble, 
The zu.mrch5.c tendemies of  the system w i l l  probably  continue 
'ÜO keep the  expansion OP commercial r e l a t ions  within limits. 
A s  an alderdeveloped  country, China c ~ , n  be expected t o  give 
p d o r i t y  t o  imports of technological  vclue,  but  the 
restcrz-Lion o f  i n t e rna l  s*';zbility should help t o  improve 
-L;rc:cle r e l a t ions  with noï~-Comtmist  developing  countries. 
Chinese economic a i d .  0 T f . e ~ ~  will be  limi,ted t o  countries 
alre,-,&y p o l i t i c a l l y  orlenJced towards Conmunist concepts  cnd 
c:r?Ll,1 be the   resu l t   ra ther   than   thc   cause  o f  p o l i t i c a l  change. 

234. It seems at   present   unl ikely  thct   the   Soviet  Unton 
would f z v o u r  2 more rapid c:qmnsfon o f  trade-between 
Commuai& and  developing  countries  than between CONECOH 
meabers, as this night   lessen  the  control  which the USSR s t i l l  
retzins   over   the East EuroDean COM3COM partners. The fu ture  
fe%e o f  t r ade  with developing  countries depends la rge ly  on 
the evolution of  the  Sino-Soviet r e l a t ions  and on the  
.in"cmcl economic developmeats  within  the  Soviet Union. 

235.  If the  next  Sovîet   f ive-year  plan (1971-1975) were 
Lo be   essent ia l ly  orieE$cC towards more rapid economic growth 
so  2s t o  redress  the  pres-kige o f  the  Soviet Union, with the 
defeiîce e f f o r t  maintaineci c-i; the  present  level,  this would 
i q l y  cn e f f o r t  t o  reduce  the  technological gap tha t   has  been 
widenhg I n  recent  yezra Between the  Soviet  Union and the 
kJest. H%gh p r i o r i t y  would once more be attached t o  expansion 
of tPzc3.e within COMECON ciid growth oriented  imports frou, the 
West, lecving  only a nerrow  margin for imports  of conswner 
goods which c o n t r i b u t e   r e l z t i v e l y   l i t t l e  t o  the  expansion i n  
c ComwnZst economyI Iu cCditfon,  such imports would have t o  
be -pz:ld for by  increases' of c a p i t a l  'goods, which woul'd, 
therefore,  not  be  tzvailzble for development  purposes  within 
the  country. If, on the coatrnry, the m i n   a t t e n t i o n  were t o  
be given ' to   the improvement of  the  stcmd.zrd of l i v i n g  of the 
consmer,  increased impor-ix from developing  countries  could 
help t o  accelerate  signiTicz,ntly thFs trend, It is d i f f i c u l t  
rt  the  present  juncture Lo foresee which course  the  Soviet 
lecders v r i l l  choose for the coming years, as there  a re  many 
ways .ill which Vile various  claims on resources  could  be 
'odcnced, 

. . .  
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23C. I n  m y  case, .it seems reasonable t o  assume tha t   t rade  

between  %he Communist countries 2s a whole and the  developing 
Third T'.'or13 will probably  continue t o  expand n t  a r z t e  o f  
2bou-t g:~b-SOs/. per  annum, vi%h Co.munist impor t s  increasing more 
r q . i d l y  thm exports   dming  the  next   f ive  years   in   order  t o  
redress   the  t rade  balame,  By 1980, the Communist countries 
might be  cbsorbing  between 776 and 8% o f  t o t a l  ex-ports from the 
developing  countries, However, by concentrcting "t;ksi~: main 
trcd.e e f f o r t  on a few selected  aeas   (Mediterrmean,   Afr ica:  
U g e r i c  might  be  an exmqle) ,   the  Communist countries  could 

elthough  the  target cou-hr ies  w i l l  obviously  not become Soviet 
s r b e l l i t e s  for merely  cornercial  reasons. Past experience 
(Yugaslcvia, China) must have made it c l ea r  t o  the  Soviet  
lecders that the  use o f  cconouic  pressure and the   th rea t  t o  
C L W ~  t r cde   a r e  generrzlly  cornterproductive. 

F.' hope t o  gain  fur ther   inf luence ct  the  expense of  the West, 
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TABLE II . TABLEAU I I  
" 

C-M!70)42 

ESTIMATED  ANNUAL DRAWINGS BY DEVELOPING COUNTRIES 
ON  ECONOMIC AID  EXTENDED BY COMMUNIST COUNTRIES 

DURING THE  PERIOD 1967-1968 
(ANNUAL AVERAGE) 

ESTIMATION DES TIRAGES ANNUELS  EFFECTUES  PAR  LES  PAYS EN V O I E  D E  DEVELOPPEMENT 
SUR L'AIDE ECONOMIQUE OCTROYEE  PAR DES PAYS COMMUNISTES 

AU COURS D E  L A  PERIODE 1967.1968 
(MOYENNE ANNUELLE) 

DRAWN . TIRAGES EFFECTUES 

BY - PAR 

i AFRICA. AFRIQUE 

~ 

1 2. Camnoan - Comeroun 

i 3. Central  African Rep. . Rep.  Centrofricoinc 

I .  Algeria - Algérie 

4. Congo (Brozzwille) 

5. Ethiopia - Ethiopis 

6.  Ghmo 

7. Guinoo - Guinée 

8. Kenyo 

9. Mali 

IO. Maurstonia . Mouritmis 

11. Morocco - Momc 

12. Nigeria 

13. Senegel 

14. Sierra  Loone 

15. Somolio. Somolis 

16. Sudan - Soudan 

17. Tonzmio - Tonronio 

18. Tunisia - Tunisie 

19.  Ugando - Ougondo 

20. Zambia -Zombis 

Total AFRICA - Total AFRIQUE 

(os % of total . en % du mtd) 

ASIA - ASIE 

21. Afghanistan 

22. Burma - Birmonie 

23. Combodio.  Combedge 

24. Ceylon. Ceylan 

25. lndio - Inde 

26. Indonesia - Indonésie 

27. Laos 

28. Nepal 

3. Pakistan 

I Totd ASIA - Toto1  ASIE 

(as % of total - on % du total) 

MIDDLE  EAST - MOYEN-ORIENT 

Total MIDDLE  EAST - Total MOYEN-ORIENT 

!as % of tom1 - en % du totof) 

LATIN AMERICA.  AMERIQUE LATINE 

36. Argentin. - Argentine 

37. Brazil . Brési l  

38. Chile.  Chili 

39. Colombia - Colombie 

40.  Ecuador - Equatcur 

41.  Peru - Pému 

42. Uruguay 

Totd  LATIN AMERICA . Totd AMERIQUE LATINE 

(as % of total . en % du total) 

GRAND TOTAL - TOTAL  GENERAL 

percontoga - pourcsntoge 

(os 70 of total . en % du total) 

)ITS  EXTENOI 
EDITS  OCTRC 

ST.  EUROPE 
iUROPE DE 

L'EST 

O. 5 

2.0 

1.8 

0.2 

o. 3 

0.5 

0.9 

6.2 

( 6 )  

0.6 

1.2 

o. 2 

1.1 

19.4 

10.0 

1.1 

9.2 

O. 5 

18.3 

34.7 

2.8 

65.5 

(61)  

0.7 

1.6 

$Y 
i PAR 

:OMM. CHINA 
HINE CO". 

4.7 

0.2 

1.5 

6.2 

4.5 
0.1 

0.8 

9.8 

1.0 

0.1 

28.9 

(44) 

2.5 

O. 3 
4.7 

4.5 

11.3 
9.3 

32.6 

( 50) 

3.7 

3.7 

( 6 1  

65.2 

(100) 

( 1 5 )  

r Ilions de 3 U 

TOTAL 

12.4 

0.1 

0.2 

2.5 

1.0 

2.0 

11.0 

O. 5 
6.9 

0.1 

0.5 

0.4 

6.3 

3.0 
10.5 

4.4 

1.5 

0.1 

63.4 

(14)  

43.6 

1.9 

6.2 

7.8 
61.6 

12.9 

12.1 

22.7 

168.8 

(37) 

34.7 

7.3 

33.3 
120.2 

14.6 

210.1 

(48 ) 

1.4 

1.6 

3.0 

(1 :  

445.3 

P 

( lo( 

( lo( 
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TABLE III - T A B L E A U  I I I  

C - M  (70) 42 

ESTIMATED  DRAWINGS BY DEVELOPING  COUNT?IES 
ON ECONOMIC  AID  COMMITMENTS  UNDERTAKEN BY COMM,IJNlST COUNTRIES 

- 

1954-1969 

E V A L U A T l O N   D E S   T l R A G E S   E F F E C T U E S   P A R  LES P A Y S  € H  V D / €   D E   D E V E L O P P E M E N T  

S U R   L E S   E N G A G E M E N T S   P R l S   A U   T I T R E   D E   L ' A I D E   E C O N O M l Q U E  

Y EAR 
ANNEE 

1954 
1955 
1956 
1957 
1 9  58 
1959 
1960 
l 9 6 1  
1962 
1963 
1964 
1965 
l 9 6 6  
1967 
1968 
1969(1)  
TOTAL 

as % of total 
en % du total 

rOTAL extended 
TOTAL octroyé 

?.. ............................................ 

USSR 
URSS 

(68 1 
m .  ..................................... '.: ................... ..................................... ................................... ............................... ................................. ........ 
.: ...... ................................. :.:.:.:.:.:.. . 

............ 
::::<:;:;: ........... 6 , 43 6 ::::2222;: 

........ 

P A R  DES PAYS  COMMUNISTES 

EASTERN 
EURQPE 
EUROPE 
DE L'EST 

- 
1 

6 
1 5  
2 2  

14 
29 
44 
87  
57 

11 3 
89 
8 3  

97 
119 
103 
879 

7 954-7  969 

COMMUNIST 
CHIVA 
CHINE 

COMMUNISTE 

- 
- 

1 9  
7 
6 

26 
11 
10 

14 
23 
66 
80 

90 
76 
55 
45 

528 
I 

TO TAL 

ClJMULATlVE 
OlJTSTANDING 

CREDITS 
REDITS  CUMULATIFS 

NON UTlLlSES 

(I) Preliminary - Prél iminaire 
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T A B L E  IV . T A B L E A U  IV  

ECONOMIC  AID  EXTENDED  BY  COMMUNIST  COUNTRIES 

AND  DRAWINGS BY DEVELOPING  COUNTRIES 

T O T A L  : 1954 - MID 1969 

AIDE  ECONOMIQUE  DES  PAYS COMMUNISTES . ENGAGEMENTS 

E T  TIRAGES  EFFECTUES  PAR  LES  PAYS  EN  VOIE  DE  DEVELOPPEMENT 

T O T A L  : 1954 . M I  1969 

C .  M (70) 42 

(Million US f - en m i l l i o n s  de $ US) 

DONOR 
DONATEUR 

RECIPIENT 
BENEFICIAIRE 

AFRICA - AFRIQUE 

1. Algeria  -Algérie 

2. Cameroon ~ Cameroun 

3. Central  African Rep. -Rep.  Centrohicoine 

4. Congo idrarzwil le)  

5. Ethiopia - Eth iope 

6. Ghana 

7. Guinea - Guinée 

8. Kenya 

9. Mali 

IO. Mauretonin - Mouritmie 

11. Morocco . Maroc 

12. Nigeria 

13. Senegal 

14. Sierra Leone 

15. Sbmalia -Somalie 

16. Sudan - Soudan 

17. Tanzania - Tanzonie 

18. Tunisia.  Tunisie 

19. Uganda ~ Ougond. 

20. Zambia -Zombie 

Total  AFRICA. Toto1 AFRIQUE 

ASIA . ASIE 

:?l. Afghanistan 

22. Burma ~ Eirmonie 

23. Cambodia - Combodge 

24. Ceylq. - Ceylon 

25. India - Inde 

26. Indonesia.  Indonésie 

, 27. Loos 

28. Nepal 

29. Pakistan 

Total ASIA . Toto1 ASIE 

MIDDLE  EAST.  MOYEN-ORIENT 

30. Iran 

31. Iraq 

32. South YEmEn ~ Sud Yémen 

33. Syria - Syrie 

34. United  Arab Rep. - Rep. Arabe  Unie 

35. Yemen - Yémen 

I Total MIDDLE EAST ~ Total MOYEN-ORIENT 

LATIN AMERICA - AMERIQUE LATINE 

36. Argentina - Argentine 

37. Brazil - Emsi l  

38. Chile - Chil i  

39. Colombia - Colombie 

40. Ecuador - Eguoteur 

41. Peru - Pérou 

42. Uruguay 

Total  LATIN AMERICA ~ Toto1  AMERIQUE LATINE 

GRAND TOTAL - TOTAL  GENERAL 

T POPULATlOl 

est,mote. 
mod 1968 

m8.1968 
évoluot,on 
(mtlltons) 

12.9 

5.6 
1.5 
0.9 
24.2 

8.4 
3.8 

10.2 

4.8 
1.1 
14.6 
62.7 

3.7 
2.5 
2.7 
14.8 
12.5 

4.7 
8.1 

4.1 

16.1 
26.4 
6.6 
12.0 

523-9 
113.6 
2.8 
10.7 
121.8 

27.0 

8.6 
1.2 
5.7 
31.7 
5.0 

23.6 
88.2 

9.4 
19.8 

5.7 
12.8 
2.8 

EXTENDED8Y.OCTROYEEPAR 

USSR 
URSS 

233.1 
7.8 
- 

11.9 
101.8 

93.0 
106.4 

48.7 
70. O 
3. 3 
43.6 - 
10.0 
28.0 
63.2 
23. O 
20.0 

34.1 
15.6 

5.6 

919.1 

697.4 
13.7 
24.9 
30.6 

1,602.8 

372 * 2 

7.6 
20.8 
203.1 

29973.1 

525.9 
309. O 
13.3 

233.8 
1,011.1 

93.0 

2,186.1 

44.0 
103.0 

54.8 
2.5 

- 
20.0 

224. 3 

6,302.6 

AST. EUROP 
EUROPE DE 

L‘EST 

72.2 

- 

17.0 
104.1 
31.7 

- 
22.6 

- 
35.2 
14.0 

- 
- 
3 .4. 

6.7 

46.8 

73.1 
- 
- 

426.8 

11.0 
26.5 

5.4 
52.1 
354.7 
291.0 

- 
- 

56.0 

796.7 

432.1 
118.0 

165.0 

565.5 
14.0 

1,294-6 

23.7 
186.4 

5.0 
- 

10.0 
6.0 
10.0 

241.1 

2,759-2 

HlNE COMM 
OMM. CHINL 

52.0 

4.0 
30. 2 

42.0 

58.7 
18.1 
62.2 

4.7 

- 
23.2 

54.4 

15.0 
16.8 

381.3 

28.0 
84.0 

92.3 
41.0 

- 
123.4 
6.5 

65.0 
109.0 

549.2 

12.0 
16.3 
105.7 
42.1 

176.1 

- 
- 

- 
1,106.6 

TOTAL 

357.3 
7.8 
4.0 
42.1 

118.8 

239 * 1 
196.8 
66.8 

154.8 
8.0 

78.8 
14.0 
10.0 
28.0 
89.8 
69.8 
81.1 
107.2 
30.6 
22.4 

736.4 
124.2 
122.6 

123.7 
1,957.5 
786.6 
14.1 
85.8 
368.1 

4,319.0 

465.4 

10,168.4 

TOTAL 
DRAWN 

(Erhmoted) 

UTILISE 
TOTAL 

E v o l w t i o n )  

67. O 
0.2 
2.8 
15.0 
21.8 
60.0 

135.0 
6.8 

89.0 

0.5 
6- 5 

1.7 
45.0 
17.5 
39.0 
25.0 

5.5 
2.0 

540.3 

553.0 
40.6 
78.0 
67.0 

964.1 
301.2 

6.5 
58.0 
122.4 

2,190.8 

120.0 
152.8 

180.6 
883.1 
107.5 

19444.0 

41.0 

31.5 
0.5 

0.1 
- 
- 
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TABLE V . TABLEAU V 

NON MILITARY  TECHNICAL ASSISTANCE PERSONNEL 
FROM  COMMUNIST COUNTRIES  IN  THE  DEVELOPING AREAS 

(01 work during the f i rs t  half  of 1969) 

PAR  LES  PAYS COMMUNISTES DANS DES REGIONS EN  VOIE O E  OEVELOPPEMENT 
PERSONNEL NON MILITAIRE ENVOYE  AU  TITRE D E  L'ASSISTANCE TECHNIQUE 

fen poste pendont I s  premier semestre 19691 

l TO.  A 

AFRlCA . AFRIQUE 

1. 

Nigorio 6 .  

Morocco. Meroc 15. 

Mauretanio - Mouritmie ,4. 

Mali 3. 
Libya.  Libye 2. 
Kenya 1. 

Guinoo. Guinée O. 

Ghano 9. 

Ethiopia - Eminpie 8. 

Congo (Kinshoso) 7. 

Congo (Brazzaville) b. 

Chad - Tchad 5. 

Central  African Rep. - Rép. Centrofricoine 4. 

Cameroon. Comerwn 3. 
Burundi 2. 

Algeria -Algérie 

7. 

Zambia .Zambie !3. 

Uganda.  Ougondo !2. 

Tvnirio - Tunirie !l, 
Tanmnio - Tanzanie 0. 

Sudm - Soudon 19. 
Somalio. Somalia 18. 

Sierra Leone 

Total AFRICA. Told AFRIQUE 

ASIA.  ASIE 

U .  

Cambodia - Combodge 26. 
Burma . Birmanie 25. 
Afghaniston 

D. Ceylon - Coyl.0 

28. 

Pakistan 11. 

N e p l  M. 
Indonesia - Indonésie K'. 
India - Inde 

Told  ASIA. Told ASIE 

MIDDLE  EAST - MOYEN-ORIENT 

32. 

South  Yemm -Sud Yémen 35. 

Kuwait. Koweit 34. 
Iraq 33. 
Iran 

36. Syria .Syrie , 

37. 
Yemen - Yémen 38. 
United Arab  Rep. . Rip. Ar& Unie 

Toto1  MIDDLE  EAST . Totd MOYEN-ORIENT 

LATIN AMERICA - AMERIQUE LATINE 

39. Argontine -Argentins 

a. B ~ . ~ ~ I  . arér;l 
41. 

Mexico. Mexique 43. 
Colombio - Colombie 42. 

Chile -Chi l i  

Toto1 LATIN AMERICA - Toto1 AMERIQUE LATIN1 

GRAN0 TOTAL. TOTAL  GENERAL 

T 
(Number of 

COUNTRY OF ORIGIN - PAYS  D'ORIGINE 

USSR 
URSS 

2,000 
10 

5 
10 
20 
150 

90 

350 
30 

400 
15 
70 
15 
15 
100 
55 
100 
210 
15 
10 

3,670 

900 
30 
110 

85 
1.100 
100 
80 

150 

2.555 

1,100 

500 

5 
545 
aoo 
100 

5.050 

5 

5 
10 

9.285 

AST.  EUROPE 
EUROPE DE 

L'€sr 

720 

15 
20 

105 
80 

270 

1,'970 
100 

180 
105 

10 
220 
110 

1,430 

5.335 

10 
25 

10 

5 

7.3a5 

COW. CHINA 
CHiNE COMM. 

1 O0 

140 

400 

880(b)  

120 

60 

690(0) 

300 

2,690 

130 

100 
15 

560 
l,OOO(d) 

' 1.805 

10 

400 

410 

4,905 

C-M(70)42 

(O) Number of perrons present  for (I period of at leart one month.  Estimates arc rounded to the  noarqst five. 
Nombre  da  personnes  présenter  pendont ou moins un mmr.  Evolvmtmn onondie ou plus  proche multiple do cwq. 

(b)  lncludlng 30 North  Vistnomcre and 50 North Koreans. Y compris 30 Nord4etnomienr et 50 Nord.coréenr. 
(c )  lncludmg 5 North  Korsons. Y compris 5 Nord-coréens. 
(d)  Nearly 011 at work on tho  road  construction  between  North-East  Koshmir  ond  Sinkiong. This figure may be on underestimation. 

Presque IDUS trovaillent à Io construction de la  route qui doit relier le Cochemm  Nord-oriental ou Sinkiong. 
Cc chdfre est  peut-être inférmur d la rialdé. 
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TABLE VI  - T A B L E A U  V I  
~~ ~ ~ _ _ _ _ _ _ _  

COMMUNIST NON-MILITARY  TECHNICIANS  IN LESS- 
DEVELOPED COUNTRIES 

T E C H N I C I E N S   C O M M U N I S T E S   N O N   M I L I T A I R E S   D A N S   D E S   P A Y S  

E C O N O M I Q U E M E N T   M O I N S   D E V E L O P P E S  

C - M (70) 42 

TO TAL 

2,725 

4,935 
6,210 

7 . 9  68 O 

9,465 
11,885 

14,475 
17,810 

22 , 205 

20,920 

21,575 

2 1  170 

USSR 
URSS 

EASTERN  EUROPE COMMUFJIST CHINA 
E U R O P E   3 E   L ’ E S T  CHINE  COMMUNISTE 

55 
855 

9 60 
820 

42 5 
470 

2,150 

4,365 
5,135 
4,695 
3,940 
4,905 

(1) First  half - Premier  semestre 
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TABLE VI1 - TABLEAU VI1 

"GROSS  DRAWINGS"  AND "NET FLOWS" OF COMMUNIST AID 
(ESTIMATES) 

"TIRAGES BRUTS" E T  'MONTANTS NETS" D E  L'AIDE COMMUNfSTE 
(EVALUATIONS) 

C - M ( 7 0 ) 4 2  

S 

Cr: 

I. SOVIET-UNION - UNfON SOVlETfpUE 

DRAWINGS 
BY DEVELOPING 

COUNTRIES Y EAR 
ANNEE TIRAGES  DES 

EN VOIE  DE 
PAYS 

DEVELOPPEMEN' 

1 

1955 
2 

7 1956 
3 

1957 30 
1958 97 
1959 112 
1960 

272 1969 
252 1968 
292 1967 
327 1966 
357 1965 
371 1964 
354 1963 
258 1962 
187 1961 
109 

TOTAL: 3,028 
- 

1955 
19  56 
1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 

TOTAL: 

l955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 

TOTAL: 

REPAYMENTS 
OF PRINCIPAL 

'EMBOURSEMEN1 
DU CAPITAL 

3 - 
- 
- 
- 
7 

19 
22 
30 
45 
64 
83 
109 
125 
135 
140 

779 

OF  INTERESTS 
PAYMENT 

D'fNTERETS 
PAfEMENT 

4 - 

3 
6 
8 

10 

15 
21 

27 
36 
40 
45 
50 

261 

II. EASTERN  EUROPE . EUROPE DE L'EST 

1 
6 

15 
22 

14 
29 
44 
87 
57 

113 
89 
85 
97 
l19 
108 

884 

(1) 
1 
2 

3 
4 
6 
8 

10 
12 
15 
18 

80 

I NET  RECEIPTS 

1 
6 

15 
22 

13 
26 
38 
79 
44 
95 
65 
53 
59 
74 
58 

648 

1 1 1 .  COMMUNIST CHINA - CHINE COMMUNfSTE 

- 
19 
7 
6 
26 
11 
10 

14 
. 23 

66 
80 

90 
76 
55 
65 

548 

- 
19 
7 
6 
26 
11 
10 
l3 
21 
62 
74 
82 

66 
45 
55 

497 

1 
6 

15 
22 
12 
25 
36 
76 
40 
89 
57 
43 
47 
59 
40 

568 

- 
19 
7 
6 
26 
11 
10 

13 
21 
62 
74 
82 

66 
45 
55 

49  7 
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TABLE V l l l  - TABLEAU VI / /  

THE  "NET" FLOW OF ECONOMIC  AID TO DEVELOPING  COUNTRIES 

M O N T A N T   " N E T "  D E  L 'AIDE  ECCJNOMIQUE  AUX  PAYS  EN  VOIE  DE  DEVELOPPEMENT 

C - M (70) 42 

C O M P A R I S O N   B E T W E E N   C O M M U N I S T   A N D   N A T O   C O U N T R I E S ' A I D  
I 

C O M P A R A I S O N   E N T R E   L ' A I D E   C O M M U N I S T E  ET C E L L E  D E S  P A Y S  O T A N  I 
1968 

POPULATION 

UN est imates 
F low  of   f inancia l  
resources  from 

DONOR COUNTRIES POPULATlON non-communist 

PAYS  DONATEURS T O T A L  aux  pays 
Evs luat ion  ONU non-communist 

1. Bulgaria - Bulgorie 
2. Czechoslovakia  - Tchecos/ovoquie 

B. NATO countries - P a y s  OTAN 

1. Belgium - Belgique 
2. Denmark - Danemark 

4. Federal   Republ ic of Germany 

7. Norway - Norvège 

See  notes on verso 

Voir  notes  au  verso 
N A T O   S E C R E T  
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Notes and Sources:  Table IX 
Cgtlumn ( O ) :  Donor Countries 

DAC countr ies :   include all 'CAT0 donor  countries 
and, i n   a d d i t i o n :   A u s t r a l i a ,  
Austria,   Japan, Sweden and 
Switzerland. 

Column (I) : Population 

source:  United  Nations Wonthly S t a t i s t i c s ,  
November l 969. 

Columns (2)  and ( 3 )  : GNP 

Eastern Europe : The f igures   used   a re   based  on US 
estimates as  recorded  in:  "US 
Congress -E J o i n t  Economic Committee 
publ icat ion  ' .Soviet  Economic 
Performance 1966-6711 p. l 1  9 updated 
t o  1968. I n  the Congress  publication 
est imates  o f  GNP i n  the East  European 

US p r i c e s  so a s   t o  make these 
estimates  comparable with GNP i n  USA. 
I n   o r d e r   t o   a r r i v e   a t   e s t i m a t e s  of  
GNP i n   E a s t e r n  Europe more near ly  
comparable with those of the  NATO 
European coun t r i e s  it would be 
necessary   to   ca lcu la te  them i n  West 
European  prices.  In t h i s  case a 
conversion  factor  has  been  used,  the 
e f f e c t   o f  which is  to  provide 

German prices  subsequently  converted 
t o  dollars a t  t h e   o f f i c i a l   r a t e :  If 
h ighe r   e s t i aa t e s  were t o  be u s e d   f o r  
GNP, they would only  reduce  further 
the  corresponding  percentages  of GNP 
devoted  to economic a id  and thus  
re inforce  the a q u m e n t   i n   f a v o u r  of 
Western  countries. 

~ count r ies   a re  made i n  dollars using 

I est imates  of  ,GNP c a l c u l a t e d   i n  West 

Soviet  Union  and GNP e s t i m a t e s   i n  g! of purchasing 
China: power equivalance.  These  estimates 

a re   ' c a l cu la t ed   i n   do l l a r s   u s ing  US 
pr ices   and   a re   thus  comparable with 

, the GNP of the  United  States.  

NATO Countries:  

Source: US Reaearch Memorandum 
REU-69 (December 9  1969) l t1ndicators 
of  Comparative  East-West Economic 
S t rength  - 1968". 

GNP a t  cu r ren t  market p r i c e s  
converted a t  the o f f i c i a l  exchange 
rate a s   r e p o r t e d   i n  REU-69. 

aolumn (4 ) :  Plow o f  Arblio Development A i d  t o  non-comuaist 
CIountriea 1 i 

F rom C o-ni s t  Western  estimates of drawings l e s s  
Countries: reimbursement of capi ta l   (See  

Table V I I I )  on  the basis of 
schedules   for  repayment  and, 
whenever known, subsequent  debt 
rescheduling  agreements. 

. . .  From NATO countr ies :  Source: OECD P a r i s  "Development 
Aid - 1968" an advanced summary 
of which was publ ished as an OECD 
P r e s s  communiqu6 on II th July 1969 
Figures  between  brackets  are 
provis i   ona l .  

N A T O  S E  
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R E T  

Communist Countries:  Albania, Cuba, Mongolia,  North 
Korea and North  Vietnam. 

No economic a id  was extended  to 
these  countr ies  by NATO countr ies .  

Column (7) :  Flow of f inanc ia l   r e sources  f r o m  the   P r iva t e   Sec to r  

F rom Communist I n  Communist count r ies  t he re   ex i s t s  
Countries: no pr ivate   sector .   that  could  provide 

economic aid.  

From NATO Under t h i s  item are  included: 
Countries: 

Private  investment  and  lending,  net 
Direct  investment 

New direct  investment 
Reinvested  earnings 

Bi la te ra l   por t fo l io   inves tment  & other  
Mult i la teral   por t fol io   investment  

Pr iva te   expor t   c red i t s ,   ne t  
Over l t o  and including: 5 years  

Guaranteed 
Non-guaranteed 

Over 5 years  
Guaranteed 
Non-guaranteed 

Column (8 ) :  Tota l   f low,   Pr iva te  and Public 

From Communi s t  Spec ia l   f i nanc ia l   a s s i s t ance   t o  Cuba 
Countries: (see  para.  45 of t h i s  paper) i s  

included  although such a id  i s  not 
extended f o r  s t r i c t l y  development 
purposes. No breakdown  by ind iv idua l  
Eas t  European country i s  ava i lab le  O f  
spec i a l   f i nanc ia1   a s s i s t ance   t o  Cuba. 
T h i s  a i d  i s ,  however, inc luded   in   the  
e s t ima ted   t o t a l   fo r  E a s t  European 
countr ies .  

From NATO 
Countries: 

Discrepancies  between the t o t a l  
under  "Private and Public" and the 
separate  f igures  under columns 6 
and 7 r e s u l t  from t h e   i n c l u s i o n   i n  
t h e   t o t a l  of publ ic   ass i s tance  
funds put a t  the  disposal  of 
developing  countries  outside  the 
framework of o f f i c i a l   a i d  programmes 
f o r  economic  deve1,opment (see OECD: 
Development A i d  1968). 
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TABLE I X  

GEOGRAPHICAL DEFINITION OP THE AREAS AND LIST O F  
COUITTRIES WHERE TRADE STATISTICS INITEATE 

SOIJE T’MDE WIITH THE COl’amIST COUNTRIES 

DEFINITION GEOGRAPHIQUE  DES  RE’GIOWS ET LISTE DES PAYS DONT 
LES STATISTIQUES COKMERCIALES K~TTIONNENT WCERTAIN VOLUME ; D’ US TX 

\& 1. Communist Count r ies :  

Soviet   Union 
Eastern Europe (Bulgaria, Czechoslovakiz,  Hungary, 

Polmd,   Sovie t -occupied  Zone o f  
Germmy, Rummia) 

Communist China 

2 .  Afr i ca :  

Algeria,   Angola,   Canercon, Chad, Congo(B), Congo(K), 
Dahomey, E t h i o p i a ,  Gxbon, Ghmz, Guinea,   Ivory  Coast ,  
Kenya,  Libya,  Nalagasy  Republic,  Mali, Nau-r i tania ,  
Nzuritius, XTorocco, Mozambique, N ige r ,   N ige r i a ,  
Reunion, ,   Rhodesia ,   Senegal ,   Sierra   Leone,   Somalia ,  
Sudia, Tanzania,  Togo, Tunisia, Uganda, Zmbia. 

Afghmistan, Burma, Canbobia,  Ceylon, Indiz, Indones ia ,  
Laos ,   Malays ia ,   Nepzl ,   Pzkis tm,   S ingapore ,  Thailand. 

4. Middle East: 

Imn, I r a q ,   I s r a e l ,  J o r d a n ,  Kuwait, Lebanon,  Saudi Arabia, 
South  Yemen, S y r i a ,  United Arab Republ ic ,  Yemen. 

5. Lztin America: 

Argen t ina ,   Bo l iv i a , ,   B raz i l ,  Chile,  Colombia,   Costa  Rica,  
Ecuador, E l  Salvador,  Guyma,  Hcnduras,  Mexico, 
Nicaragua, Pe ru ,  Uruguay, Venezuela. 
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Comnlunist imports from 
- 

and exports to 

AFRICAX COUKTRIES 
Imports 
Exports 
Imports 
Exports Ghana 

Exports Libya 
Imports 

Imports 
Exports '!L 
Exports - In'ports &orocCo 

~~~~~~~ 

Hiaer*ia 

Imports 
Exports - 
ImportÈ 
mGortp Tanzania 

Imports 
gxports Tunisia 
Imports 
Exports 

Imports 
Exports Zambia 
ASIAN COUNTRIES 

i,Ezz:z Afghanistan 
Imports 
Exports - 
Imports 
Exports 

Imports India 
Exports - 
Imports Inaonesia 

Imports Ealaysia and 
Exports Singauore 

Imports 
Exports y a k i s t a n  

T - 196: 

0.6 
0.C 

28.: 
26.5 
0.; 
0. l 

11.6 
6.5 

25.C 
29.i 

19.6 
5.2 

31.4 
28 .B 

1 . 2  
1.7 

6.2 
6.4 

0.1 
1.7 

- 

t 1964 1961 

39.1 29.1 
9.7 lP.L 

33.9 56.: 53.1 109.. 

196€ 1966 - 
22.8 
25.8 

41.2 
47.7 

0.2 
31 .O 

1.6 
20.2 

53.6 
64.4 

9.2 
33.4 

35.0 
32.: 

15.6 
14.9 

14.1 
24.4 

12.6 
7.1 

16.0 
0.6 - 

22.1 
79.8 

21.8 
26.5 

08.0 
70.1 

03.8 
24.1 

54.8 
79.1 

02.8 
67.8 

80.2 
88.4 - 
41.5 
75.2 

12.5 
01 .l 

50 .l 

36.0 
0.1 

8.3' 

61.3 
86.8 

i29.7 
i92.1 

1.6 
11.8 

!47.7 
23.1 

106.0 
64.1 

18.0 
4.2 

21.2 
5 .l 

19.2 
2.8 
" - 

28 .8  
55.2 
44.1 
22.0 

39.2 
6 .1  

23.7 
2.0 

56.5 
68.7 

18.3 
45.5 

34.1 
35.2 

14.0 
11.9 

18.4 
22.4 

6.1 
5.6 

18.0  
3.5 

56.6 
61 - 4  
29.6 
22.2 

54.4 
2.4 

20.7 
3.3 

62.1 
61.4 

42 .5  
33.9 

46 .9  
48.8 

16.2 
17.8  

34.4 
17.5 

7 .4  
6 .8  

10.0 
4 .7  - 

J2.6  
50.5 

3 . 1  
14.1 

58 .9  
68.6 

17 .0  
19.1 

40 .1  
58.2 

93 .9  
51.5 

15 .2  
73 .3  

23. L 

21 .c 
2.6 

46 .E 
71.2 

0.: 
13.2 13.2 

0.8 0.6 

3.0 7.5 
15.7 17.6 

13.2 5i.7 
35.4 86.1 

Y 

22.1 20.8 35.9 
5.1 12.8 21 . E  

+5.1 24.2 110.1 
34.8 28.1 26.8 

12.8 11.2 14.8 
1.7 2.5 7.: 

13.2 16.3 17.2 
7.8  10.3 11.0 

11.7 11.1 21.6 
1.3 1.7 4.9 

11.k 5.5 
0.3  0.4 

- 
- 

'6.6 27.0 22.0 
50.1 51.9 58.2 

52.5 45.7 33.9 
44.9 47.4 45.9 

25.6 
40.0 

35.5 
40 .O 

45.2 
30.5 

60.3 
17.6 

83.6 
21.8 

83.6 
21.8 

13.6 
17.3 

25.3 
64.1 

14 .0  
23.1 

68.j 
51.6 

00.8 
88.7 

49.4 
64 .1  

.61.5 
!34.3 

86.2 
06.6 

58.7 
20.7 

82.0 
11.9 

9.1  
54.0 

0 . 3  
44.7 

46.4 
93.5 

!79.4 
.48.6 

0.7 
10.7 

73.2 
19.2 

102.9 
74.7 

18.2 
5.1 

19.4 
3.0 

11.4 
5.2 - 

I8.9 10.11 69.1 59.0 161.3 70.0 

302.7 
343.1 

149.4 
82.2 

450.6 
116.4 

67.6 
49.: 

35.5 275.3 
17.6 349.9 

35.7 88.5 
13.5 lb3 .2  

75.3 105.3 
Q.1 110.4 

31.1 30.3 
17.5 56.7 

dIDDLE .ASTEill: COUXTRIPS 
L 

Imports Iran 29.3 

Imports 10.1 
Exports 06.5 

gz;:: Lebanon 15.4 
0.4 

Exports - 26.6 

ImpOI'ts Kuwait - 
Exports - 11.: 

Imports 42.6 
Exports Syria 32.: 

Imports 170.5 
210. 2 

Imports 1 .I 

Exports U' 

Exports 2. : 

70.9 
02.0  

11 .2  
00.3 
0 . 6  

56.6 

0 . 3  
54 .0  

43.0 
20.'5 

98 .0  
54.4 

0 . 6  
6 .4  

, 

62.2 
12.2 

24.6 
89.5 

15.5 
7 .6  

21 .2  
6.C 

7 . 1  
2 .7  

- 

34.3 39.7 39.1 
$0.1 47.5 41.6 

11.6 8.7 10.1 

5.8 7.5 6.5 

79.4 84.1 114.5 

31.9 28.5 42.h 

62.0 72.5 58.6 
32.3 45.4 42.b 

45.6 273.6 353.5 
39.6 256.5 338.5 

1 . 6  A.1 1.c 
2.3  3.2 . 6.C 

60.0 159.8 186.1 
12.9  18.1 32.: 

95.8 e9.0 93.: 
68.0 65.4 57. 

9.0 22.b 61.1 
2.5 4.3 5.t 

0.3 12.7 17.t 
1.4 1.6 2.' 

LATIN fi~ERIC.4.N COUNTRIES 

~~~~~~~ Argentina 
75.1 
23.: 

Imports 70 .( 
63. L 

Imports Mexico 6.: 
Exports - 1.; 

Imports Peru 7.: 
Exports - l .f 

Imports 26.( 
2.! 

Exports B- 

Exports- 
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	50 -
	56 -
	63 -
	69 -

	73 -
	78 -
	88 -
	92 -

	95 -
	98 -
	101 -
	103 -

	105 -
	109 -
	1-13 -
	116 -
	118 -
	1-21 -

	123 -
	(d) Military Technical Assistance
	129 -

	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




