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COmmIST AID TO LESS DEVELOPED  COUKTRIES -r" IN. 197$ 

Nota by - the Chairman 
Attached  for  the  attention of the  member.s of the 

Economic  Committee  is  the  summary  report  prepared by the 
Economic  Directorate on the  reinforced  meeting  held on 
3 ~ d  Gu'ty, 1975 to  discuss  Communist a id  to the less developed 
countries in 1374. 

2. The  basic  document  for  cliscussion and which 
provided t h e  salient  d.ata for the  .summary  report was pre2ared 
by the United  States  Delegation  (AC/127-D/512: SECFXT) . This 
document vas usefully  supplemented by a paper from the  
French Delegation  "L'Aide  Economique  et  Militaire de l'URSS 
au Tiers-Nondepr:- (CONFIDENTIAL) and an analysis froa the 
Canadian Dele ation  "Soviet  Policy  Towards  Black  -&fricsF*: 
(CONFIDEMTIAL 7 50th.  distributed  or^ 3rd July, 1975. A 
contribution made..by the UK Delegation  (Comrrmnist  activities 
in LDCS) dated.'18;.%h June, 1974, was also received. 

3. . It is boped t ha t  subsequeat reviews of the Commmlst 
t.;cor,omic ' penetration. of -the Third World  will  take  account o f .  
a suggestion by the  French Deleqztfon and inclu.d.2 m r e  detail 
on  Communist t rade .agrteen;enCs  and arms sales. ta .-the. LDCs. . . 

4 ,  Suggestions axid reactions to the sunnary a re '  
i' 

.requestec? fpom members of the Ecmomic Committee and the i r  
c a p i t a l s  p r i o r  to  transmitting  the report; to the  Courtcil. 

 D
E

C
L

A
S

S
IF

IE
D

 -
 P

U
B

L
IC

L
Y

 D
IS

C
L

O
S

E
D

 -
 P

D
N

(2
01

2)
00

03
 -

 D
É

C
L

A
S

S
IF

IÉ
 -

 M
IS

E
 E

N
 L

E
C

T
U

R
E

 P
U

B
L

IQ
U

E



PC[l27-!F,rP/438 -2- 

COMMUNIST  AID TO THE LESS  DEVELOPED  COUNTRIES 1974 , 

A. GENERAL SURVEY . .. 

I. New  Communist(1)  economic  and  military  aid  to  the 
LDCs in 1974 declined  to $2.6 billion,  the  lowest  level  in 
four  years.  The  bulk of this downturn,was in military  aid 
which  fell  considerably from the  high  crisis  levels of 1973. 

2. Commitments  of new economic  aid  were  down 20% on 
1973 aid  levels  and 40% from the  record 1971-1972 levels(2). 

3. Despite  this  reduced  programme,  there  are  no  signs 
of a basic  change  in  Communist  aid  policy.  Programmes 
currently  operative  continued more or  less  at  the  same  pace as 
in most recent  years,  and the number of Communist  personnel - 
both  military  and  economic - stationed  in  the LDCs increased, 
Commercial  exchanges  have also increased  sharply. 

4, Consistent  with  patterns  that  have  emerged  over  the 
past  twenty  years,  Communist  nations  continued  in 1974 to 
provide  economic  aid  on a very  selective  basis  for  projects 
in countries  where  they  are  interested in expanding  their 
politico-strategic  influence  primarily  and  their  economic 
ties only-in the  second  place. 

5 .  Of particular  interest  in  the  Soviet  aid  distribution 
pattern in 1974 was a renewal  of  interest in Latin  America  with 
particular  attention  focused  on  Argentina which became  the 
beneficiary of large  Communist  export  creditslwith  the  purpose 
of  reducing  the  huge  trade  deficit of this country with  the 
U S S V  Additionally,  it  is  noteworthy  that,  as  in  the  last 
three  years,  there  was  the  almost  complete  absence  of  any  new 
Soviet  commitments  to  Black  Africa  which  apparently  has  more 
t o  gain from Chinese  aid,  the  latter  being  geared  more 
effectively  to  meet  the  less  sophisticated  needs  of  the  local 
economies. 

6 . .  In  contrast to fluctuating  aid  extensions  and 
jeliveries,  there was a relatively  steady  growth  in  the  number 
D f  Communist  economic  technicians  in  the LDCs, LDC  students  in 
Zommunist  academic  institutions  and LDC technical  trainees  in 
Zommunist  countries.  Chinese  technicians st i l l  predominate, 
reflecting  Peking’s  continued  heavy  commitments  to  Africa, 

countries  (Warsaw  Pact)  and  China 
uniformity  and  of  comparison  with 

international  Western  aid  figures,  the  value of Communist 
credits  is  expressed in current  dollars:  consequently 
.actual drop in extensions  and  drawings  may, .in physical 
terms,  be  less  than  indicated 
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where  in 1974 some 90% of all Chinese  technicians  were 
employed, . The USSR continues  to  hcst  more foreign s-txdents 
than  any  other Communist countrys offer ing  over 400 special- 
ities  at  more  than 800 universities. This contrasts  with  the 
very  small  and  highly  selective  academic  programme  offered  by 
China . ' . 1 ;  !:, _ 1  I .( 

7. Military ai&, j'althougb  below'the 1973 record  levels 
.' 1 ; I  . . t ,  - 

once  again  reflected in 19:74, $he .degree  Soviet  and 
East  European  involvement  in  the  Middle  East.  The.largest 
&hare of pledges  and  deliveries in this sector  was  .allocated 
'Co 1raq.and  Syria  which,  incidentally,  received  shipments of 
MIG-23  jet figkters although thAs eqvsiprnent has not even 
been supplied  to  Varsaw  Fact  countries.  Military  advisers 
from  the USSR and  Eastern  Europe  also  increased  in  nunibers 
in  these two countries  during 1974, 

8, For  the  shorter  to medium termp it would  appear 
that  Conmunist  aid arrd terms policies  will  remain  basically 
unchanged:  these  programmes continue  to be chzracterised by: 

(a) the  extension o r  consolidation of gea-political 
interests  rather than humanitarian  motivations; 

(b) concentration  on  the  public  sector of  the LDC 
economies  and ori a relatively small number of 
countries; 

(c) -the  close  tying of credits  to  purchase of donor 

(d) the  virtual  absence o f  assistance  disbursements 

country  goods; 

through  multilateral  organizations; 

(e) 8 small  ratio of grant  aid ( 5  257;) , 

9. On the  other  hand  Western  aid to the LDCs ccntinues.,; 
to increase, a26 despite  Soviet  propaganda  attempts  to  prove 
the contmry ,  the  vast gulf be.tween  Western  and  Communist  aid, 
whether  measured in volume  terms o r  on the  basis of  the dortorfs 
GNP, has  not  narrowed, Tota?. Com~m:ni.st  aid  extensions to the 
LDCs since 1953 t o t a l  sme  $78.6 billion,  less  than  one half 
of which has been drawn. By contrast,  total r:et flows from 
OZCD  member  countries  amouil*l;ed to a.row&d @ 6 , 3  b i l l i o r ,  in 

challenge andp perhaFs,  erode,  Communist x id .  t o  the L E S  - 
bilateral aid conzmitmnts from the OPEC countries  which last 
year  are  believed  to  have  totalled arcund $9 '@il.lion, o f  
which at I.east- $2.5 billicin  were drawl, 

1974 srone . In. addition, a new  aid  phenomenon  arose in 1974 to 
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I O .  Finally, it should be noted  that  because of 
relatively  short  Soviet  credit  terms  and the small  ratio of 
grant  aid, LDC payments  have  climbed  more  quickly in recent 
years  than  Soviet  disbursements.  Unless  there  is a change  in 
Moscow's  aid  policy,  the  global  net flow could  decline  to  near 
zero  and  feasibly  become  negative in the  medium  term, 

B. ECONOMIC ASSISTANCE  (Extensions) . . . . . . . . . . . . .  

11. In 1974 new commitments of economic  aid by the USSR, 
the  East  European  countries  and  the  PRC  to  the  less  developed 
countries  amounted to $1.3 billion,  representin a moderate 
drop  from  the 1973 level  of $1.6 billion  and a &O:; decline 
from  the 1971-1972 levels of around $2 billion. 

1 2 ,  As  in  most  years,  the  Soviet  Union  held  the  position 
of leading  Communist  donor  country  on  the  strength  of $455 million 
(35% of  total new extensions),  although  this  sum  is  considerably 
lower than.that comitted in 1972 or 1973 (average  of 
$625 million)  and  much  lower  than  the 1971 extension of some 
$l billion. 

13.  Almost 8576 of the  Soviet 1974 commitments  went  to 
three  countries - Argentina,  Pakistan  and  Syria - $60 million 
to  Argentina  for a hydro-electric  project  in  what  may  be  open- 
ended credit  facilities up to $600 million, $216 million  for 
steel  mill  construction  in  Pakistan  and at least $100 million 
primarily  to  advance  the  Soviet-built  Euphrates  dam  in  Syria. 

14, Cumulative  Soviet  aid  extensions 1954-1974 amounted 
to some $9.5 billion.  With  annual  levels  fluctuating  widely, 
commitments  averaged  around $640 million  over  the  last  five 
years . 

15 ,  Collectively,  East  European  extensions  at $621 million 
were  above  the 1973 level  but  under  the 1972 all-time  record 
($885. million) ,. and  constituted.  the.  second.  largest.  source of. - . . . 
Communist economic  assistance.  Romania,  Czechoslovakia  and 
Poland were the  largest  East  European  donors  with  the  aid 
focus  primarily  on  Argentina ($200 million) , Syria ($185 million) , 
Guinea ($80 million)  and  Bangladesh ($76 million) . 

16. Cumulative  East  European  pledges  during 1954-1974 
reached $5.5 billion.  During  the  last  five  years,  annual 
pledges  averaged  around $540 million. 

17. PRC  commitments  of $200 million  were  lower than in 
any  year  since  the  revival of Peking's  aid  programme  in 1970, 
and  well  below  the $525 million  annual  average in the  period 
1 9 7 ~  973, As  usual,  the  PRC  concentrated on sub-Saharan  Africa, 
except  for a $25 million  grant  to  Laos,  Peking's  first  aid 
accord  with  the  coalition  government.  At  the end of 1974, 
~1nhn1  P R P  --til nrrmmJ+lr.--..&r -&--a - A  1. L*"*-- 
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C. ECONOMIC PSSISTAYCE  (Drawings) 

18. Drawings by LDCs  reached a record $930 million  in 
1974 because of  a one-time! $265 million  Soviet  grain  shipment 
to  India under a 1973 credit. . If the  Sov'iet  shipment  were 
excluded,  total  drawings in 1974 against  Commur?ist  aid  Wou-ld 
approximate  the ammal average OP 1970-1973. ($660 million) : 
f o r  the USSR, the  drawings would .?be;.  some'what  below  the  average 
for the  same  period, 

Moscow's  total  aid  pledges in the  period 1954-1974. Its 
eight  ranking  aid  recipients (wi%h. commitments Tanging from 
over $200 millicn  to  nearly $2 b i l l i o n )  (1 ) accounted. f o r  
nearly 80:; of undrawn  extensions.  India  leads  in unutilised 
comftments with  Over $600 million  to  be drawn of MoscowPs 
$ I * g  billion  pledges. 

19. LDCs .drew  sanswhat.  over half or $5.3 billion of. . . 

20, It skould be noted  that  fluctuations in deliveries 
of Soviet  aid,  which  stresses  heavy  industrial  plants,  relate 
to  timing of starts  a2d  completions of major  projects. 
Expenditures rise gpadually. duriir3.g preliminary work stages, 
accelerate  rapidly  and  peak  during  the  middle  years,  then 
drop  off  sharply  as  equipment  deliveries  are  terminated  and 
project construction is ended. In 1973 for example,  several 
large  projects  marked  important  steages of completion  (e.g, 
steel  mills  in Tgypt ,  Iran  and  India  and  the  Euphrates  Dam in 
Syria),  and  the  next  run-up  phase  can  be  anticipated  'durfng 
1975 and 1976, 

21 . Global deliveries of Chinese aid in 1974 dropped 
107: agailrst l973, Since 1970, drawdowns  have  varied  considerably 
with  the work stages on the  Tan-Zam ra i lway,  Peking's  largest 
project  in  the LDCs, The n e w  completion sf this  Tanzanian 
sector  does  not  Tappeay to &have .'Seen offset  by  .boosted.  activity. 
on the  Zambian  portion of the  project(2). 

( ? )  India,  Egypt,  Afghanistan,  Iran,  Iraq,  Pakistan,  Algeria, 
Syria 

(2)  The validity o f  annua.1  comparisons  sirice 1971 has baen 
affected  both by t he  changes in currency  values and the 
inflat3.m of pric%es or' aid g o s i s  delivered  and  used  in 
repayment for aid, kmlysis of aid  relationships a l so  
is made less  meaningful  as  data are aggregated,  This is 
especially  relevant t o  -the problem of relating  aid  drawings 
under  pre-1971  6.g-eenents t o  aid extmd9d after tha t  
data and in  cornm~ting  net flcws. Mo suitable methodology 
has so fa r  been-devised to correct for these distortions. 
Consideration m3.y be given to the.  use of cons-kant  dollars 
in temr of exchange  values - possibly  with 'is71 as a 
bas~z-yt'ar - for application  to al.1 aid  data. .A further 
~d -ills.$-mc.-rl-F - f.n accoun,t f o r  t h e  UnS1.zpe in  prices,  might 
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D. COMMUNIST AID CONDITIONS AND AREAS OF 1NTZ:RESTS 

(i) Conditions 

22. Soviet  aid  conditions  continue to be  relatively  hard: 

- development  credits  are  usually  for 10-12 years  at 
2.57&3?6 interest  with  grace  periods  usually  limited 
to one year  beginning  after  prodect  completi,on  or . 
delivery of goods; 

- commercial-type  credits  are  repayable  over 5-8 years 
at 45-6% interest.  Such  credits  accounted for 
around 2095 of Soviet  commitments in 1972, but a 
far  higher  proportion in 1973-1974 because of 
Moscowrs wheat  deal  with  India; 

Soviet  contracts  are  set  in US dollars::  the 
Soviets  Pix  the  dollar-ruble  parity for each 
individual  accord. In addition,  all  Soviet 
agreements  carry a gold  clause, i.e. repayments 
must  reflect  the  same  gold  content  as  the  ruble 
which  again  is  artificially  established  by  Moscow 
for each  accord. 

23. Normally,  there is a far  higher trade element in 
East  European  assistance.  Trade  credits  with  usually 8-10 
year  repayment  terms  carry  between 47; and 6:;. 

24. The  terms of China’s  new  credits  in 1974 adhered 
to  the  usual PRC pattern,  i.e.  interest  free,  repayable 
over 10-30 years  with a five  to  ten  year  grace  period. 

reimbursement  over 29.9 years  with a grace  period of 7.4 years 
and an annual  interest  of 2.8”/0 together  with a much  higher 
grant  element  than in the  Communist  case. 

25. By  contrast,  FTestern  loans  provide  on  average for 

(ii) Areas of interest 

26. The  Soviet  and  East  European  programme is 
particularly  interested in heavy  industry,  power  projects and 
oil exploitation. In addition to its  normal  development 
loans, Moscow often offers trade  credits to promote LDC 
imports of Soviet  equipment. 

27. The  Chinese  aid  programme  is  especially  concerned 
with  railway  and  road  construction,  light  industry  projects 
and  agricultural  projects, i.e. a basically  less  sophisticated 
type  of  aid  than  that  offered  by  the USSR and  its  East 
European  partners, 
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-7- _A_c/?4/438 
E. TECH?JICALASSISTANCE 

28. In contrast  to  fluctuating  aid  extensions and 
drawings,  there  .has been virtually  steady  growth  during  the 
last five years  in  the  number of Cornmist economic  techzticians 
in the LDCs, LDC students  in  Commrmist  academic  institutions 
aad  LDC  technicai  trainees  in  Comrunist  countries. 1974 was 
no exception $0 this  rule  with  the  Communist  presence  increasing 
by l@< over 1973 in  the  Third  World.  African  nations  received 
the  bulk of this  assistance,  followed  by  the  Near  East and 
South Asian  countries 

29. Around. 50% of the  technicians in 1974 were Chinese, 
mostly  in  sub-Saharan  Africa on transportation  projects  in 
Tanzania,  SomaLia  and  Zambia.  Soviet  technicians were largely 
employed on  Soviet  credit-aided  projects  in  the Near East  and 
South  Asian  countries.  Many  East  Europeans  also  worked  u2der 
contract  to LDCs in  posts  not  .financed  by  aid  credits. 

30. The  training of LDC tschnicians in Communist  cou1”l;ries 
is the  smallest of the  three  technical and academic aid 
programmes.  Rather  than  bring  large LDC contingents  to  the 
USSR for  technical  training,  Moscow  has  endeavoured t o  develop 
educational  facilities  in  selected LDCs to provide  instruction 
10call.y~  sending  some 1,500 instructors  annually  to  staff 
these f ac i l i t i e s .  The  trend now is for  Moscow  to  accept o n l y  
the  managerial  level  gersonnel foy more advanced trainixg 
within  the USSR. 

31 . By  con’trast,  -the PRC continued  to  accept  very few 
LDC  nationals f o r  training  in  China.  In  part,  this  is 
because  Chinese  aid  projects  involve less complex  technology 
than  Soviet  undertakings,  and  are  carried  out  by  large numbers 
of PRC technicians  and  labourers,  who do most  of  the W O Y ~ ,  
whilst  providing  on-the-spot  training  to  ïocaL manpowe~. 

32. At  the  end of  1974 Over 25,000 LDC students were 
receiving  train:iug  at  Communist acae-emic institutions; of  
these  more  than 50$ were  African.  The USSR repeatedly  hosts 
more foreign  students  th,an  any  other  Communist  country, 
followed by Eastern Europe. Main areas selected for study 
include  medicine,  science,  engineering  and.  law. A s  in The 
case of tech?rr?.cai  tr-aining,  the  PKC t S academic  pmgrarnme is 
small  and  highly  selective. 

F. MILITAPY AID 

33 .  As compared  with economic aid o f  $1 275  million, 
comm,mist mi3.itzry aid  in ,1974 amounted to $1 9315 million. The 
Arab s t a t e s  remained  the focal point of Communist  arms  diplomacy, 

n P ~ m n  C V ~ D F T  
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AC11 27-WP/438 -8- 

The  Soviet  Union  was  the  main  donor  with  Syria  and  Iraq  as 
the  chief  recipients  receiving  near1.y 60;; of all  new  Soviet 
assistance.  Clearly,  military  aid is always more politically 
oriented  than  economic  aid,  and  this is reflected  in  the  fact 
that  Noscow  offered no new aid in this  sector  to  Egypt, 
compared  with 1973 when  Cairo  received  some $635 million  in 
pledges.  Another  major  arms  customer  for  Moscow  was  Iran  which 
concluded a record $250 million  deal  for  ground  forces  and 
engineering  equipment, . . .  , L  . .  

Drawings 

34. The  bulk of arms  deliveries  came  from  the 
Soviet  Union in 1974 with  deliveries  dropping  sharply from 
the  record $2,1 billion  in 1973 to $1,3 in 1974, due  primarily 
to  the  huge  decline in Soviet  aid  to  Egypt,  Despite  this 
declfne,  it  should  be  noted  that  Soviet  deliveries were the 
second highest.on record,  with  Syria  and  Iraq as the  main 
recipients.  The  picture of drawdowns f o r  Egypt,  Syria and 
Iraq for 1973 and 1974 looked  as  follows: 

1973  j974 
(million US $) 

Egypt 
Iraq 
Syria 

565 80 
335 275 
700  435 

TOTAL 1 ,600  790 

35. Soviet  deliveries  to  India  fell  to  their  lowest 
level  since 1970, although  this is due  mainly  to  the  completion 
of  old  agreements  with  new  ones  to  be  implemented  to  begin 
in 1975. 

36, The  bulk of East  European  arms  deliveries  went  to 
Arab,  states in 'l974 with  Iraq  rece-iving  over 5056 of. the . 
assistance. Chinese  deliveries  were  mainly  to  Pakistan. 

37. Although  clearly  not  within  the  definition of aid, 
mention  should be made  here  of  the  large  cash  sales  in  the 
military  sector  to  Libya,  including  development  of  that 
country's  air  force  infrastructure  and  procurement of  SA07 
and SA-9 missiles.  Some  experts  evaluate  the  total  Soviet 
sales  contract  at  some $7 billion,  although  it  is  highly 
unlikely  that Moscow could  honour  such  commitments  in t h e  
shorter or even  medium  term.  Nevertheless,  the  size  of  such 
an accord  could  imply  an  attempt  by  the USSR to  strengthen 
its  position  within  Libya by obtaining  bases  there. 
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38. The,Soviets have  always  carried the major  burden 
of LDC military  training.  In 1974 the  Near East and 
South Asian  countries  remained  the  largest  users of Comunist 
military  training.  The  main  contingents of LDC trainees  in 
Comunist countries  came from Afghanistan,  Guinea,  Iraq, 
India,  Libya  and  Syria, 

39. It is interesting to note  that  Soviet  military  aid 
during 1954-1974 totalled  around $11,850 million,  an  amount 
significantly  greater  than IVIOSCOW~S economic aid  commitments 
of $9,562  million  over  the  same  pericd.  Because of the 
I1shelf itemEt.nature of  military  equipment  in,corrtra.st  to  the 
long  lead  time  needed t o  implement  many  economic  projects, 
the gap in  the  respective  programme  deliveries was more 
pronounced - roughly 90% ($10,450 million)  of  military  pledges 
compared  with  about 5.C$ ($5,309 million) of economic  aid 
extensions, Thus 'Che value  of  Scviet  military  deliveries 
was  about  twice  that  of  its econoaic aid  programme. 

G. TH3 CHALLEXGE OF WESTERN AND OPEC " AID 

40. It  would  seem  relevant  in  this  analysis  to look 
briefly  at  the  other two prime  sources of aid to the LDCs - 
Western and  OPEC-based  assistance,  both of which  constitute 
a very definite  challenge  to  aid  from  Communist  sources. 

(1) Western Aid 

41. There  is a huge  gulf  between  Yestern  and  Communist 
aid to  the LDCs and the  available  figures speak for th.emselves 
(see paragraph 9 )  . For exmpls in  the  period  1963-*19'ï3 such 
Western aid totalled  some $71 billion  (ioe.  drawn)  (excluding, 
of courseD  private  aid f l o w s ) ,  whereas  the  parallel  figure f o r  
%be USSR, Bstosm Z s m p ~  and ths FRG O O ~ B S  t o  some $6 billion 
only.  Again, in t h e  period 1(;55-1973, officiai  Wes%ern 
deliveries  averaged'$6,5  billion amually compared  with the  
annual  Soviet  and  East  European  figures of around $570 nillion. 

42. A similar.  pattern  emerge  of  course,  if  aid is 
assessed in terms  of GMP, m kr example, such  countries 
as  t'ne UK, the  Netherlands or Belgium give  much more official 
aid  proportionately  than  the USSR: in 1974 the  net a id  flow 
(i.e. after  repayments) €or the USSR amounted to  some .Omo% 
of estiruated  Soviet G-W, for -!!he PRC, the figure was around 
0.1 2'796 to  be  compared  with C).gO$ for the  Netherlands, 0.50% 
f o r  Belgium  and Oc3S0/3 f o r  the  United  Kingdom  (official  flows 
only in all three cases}. The respective  figures f o r  France 
and  the US wex-e 0.60js and O s  25%. 
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4 3 .  In addition to  the  aid  gap,  it  should  be  remembered 
that  Soviet  terms  are  often  much  harsher  (see  D),  and  that  no 
Western  supplier of aid t o  the  LDCs  links  its  assistance as 
closely  as  does  the USSR to the  provision  of  its own goods  and, 
moreover,  to  the  realisation of such a limited  group of projects 
which  the  Soviets  insist  should  be in the  public  sector. 
Practically  no  Soviet  aid  comes in the  form  of  direct  gifts ; 

or interest  free  loans  which  represent  at  least  half of all 
Western  aid b . .  

44. Finally,  it  should be remembered  that  Western  aid 
must  be  seen in more  complex  terns  than  Communist  assistance 
to  the LES, i.e. it  does  not  consist  exclusively of aid 
disbursements or transfers of funds; rather  its  objectives  are 
to  raise  the  technological  level of the LDCs to enable  them to 
develop a viable  commercial  structure  and  thus  boost  trade,  to 
co-operate in large-scale  projects  as  joint  ventures, and to 
help the  hungry  nations  develop  and  expand  their own capacity 
to  produce  vital  foodstuffs. In addition  Western  industrialised 
countries  have  implemented  measures  to  facilitate LDCsI exports 
to  their  markets  (Lome  agreements,  measures  to  stabilise 
commodity  markets,  etc . ) . 

(Li> -(-I) 

45. OPEC  bilateral aid commitments to LDCs totalling 
about $8.5 billion in 1974 were  responsible f o r  almost  all of 
the  increase in global  aid  undertakings  during  the  year.  Aided 
by their  huge  surplus  oil  revenues  and  pressed  by  the  emergency 
requirements  of P.ab states,  OPEC  provided  roughly 50% of  this 
aid in cash; the remainder is believed  to  be  for  project 
assistance.  Probably  as  much  as 85S6 of  the  total  aid  committed 
was  designated  for  nations  with  which  OPEC  had  geo-political 
or  religious  ties:  Egypt,  Pakistan  and  Syria  were  the  biggest 
clients. In addition India benefited  from  special  facilities 
for  settling  her  oil bill. For  the  most  part,  repayment  terms 
were apparently  liberal:  Saudi  Arabia,  the  largest  donor, 
gave  the bulk of grant aid. Iran's  terms  were  hardest  and 
grants  comprised  less  than 5;; of its  total  undertakings. 

46. By  mid 1974 several  new  currents  were  discernible: 
OPEC  nations  (except  for  Kuwait)  had  no  institutional  structures 
for aid  giving. To pursue  actively  project  assistance,  some 
organization  had  to  be  developed  and  OPEC  recognised  the  need 
for  Western  know-how. In many  cases  the IBRD will  provide 
technical  assistance; in sone  cases  triangular  arrangements 
are  evolving  to  include a developed  country  "partnergf. 

(l.). Mainly  fr.om  Saudi  Arabia,  Kuwait,  Iran,  Venezuela  and  the . 
United  Arab  Emirates 

. .  

""" 
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47. Concurrently, OPEC awareness of the  possible  snort-  

l ived  character of the i r   weal th  has generated  concern  about 
longer-term aid programmes Tne evidence  points  increasi@y 
t o  ass is tance f o r  p ro j ec t s   t ha t  w i l l  be !;mutually  beneficialE'. 
Many pro jec ts  are taking  the fo rm of j o in t   ven twes  with 
OPEC taking  an  active management rô l e .  Such ventures   are  
included i n   t h e  aid category  only when OPEC covers  the  credit  
or grant f o r  t he  LDC share of the  undertaking. 

45. It is an t ic ipa ted   tha t  Arab oil producing  countries 
w i l l  sus ta in  2. b i l a t e ra l .  aid prograrme,  mostly t o  the ?/loslem 
nations. However, due t o  the  current   decrease  oÎ . their .   earnings 
it i s  not  expected tha t  cash  grants w i l l  continue on the  1974 
scale.  In granting  such aid Ayab oi7. exporters  not  only 
demonstrate t h e i r   p o l i t i c a l   s o l i d a r i t y  with the   s t a t e s   f i gh t ing  
d i r ec t ly   w i th   I s r ae l   bu t   a l so   t he i r  long-term i n t e r e s t   i n   t h e  
economic development of the countr ies   ass is ted.  These l a t t e r  
may i n   t u r n  become suppl iers  of commod-ities of which the  o i l -  
producing  countries  are  domestically short ( f o r  instance 
agricul tural   products  from the  Sudan). 

the large number of  i n s t i t u t i o n s  mushrooming under t h e i r  
auspiceso w i l l  continue t o  f ind irwestznent i n  IBRD bonds and 
i n  other  international  insti-butions  such  as  the O i l  Facili-%y 
t o  be  sound and therefore  worthy of support. A s  of 30th April9 
1975, OPEC provided  the I W  O i l  F a c i l i t y  with $3.2 bj-lliGi?, 
They have also len t   sGbs tzn t ia l  amomts t o  the World Bank 
($1 -8  biLlion a% the  end of  1974) 

H. CONCLUDTNG REMARKS AND OUTLOOK -. 

49. Nu l t i l a t e ra l ly ,  OPEC, in   addi t ion  t o  involvement i n  

50,  During 1974 there  wa.s l i t t l e  evidence of any 
s igni f icant  new t r e n d s   i n  Communist economic aid a c t i v i t y .  
The $265 mi1li.cn. Seviet   grain shipment t o  India was m 
unusual  i'eature of -1974, although  such commodity tloalss- hEve ' . 

been  extended by the USSR t o  the  LDCs i n  previous  years - 
a l b e i t  on a much smaller  scale.   Pressure f rom Lhe LDCs 
for t h i s  type o f  a i d   i n   t h e   f u t u r e  could become a more 
s ignif icant   aspect  of assistance  negotiations.  

the  usual +,me of  development pro jec ts  and many were intended 
t o  cover   ex is t ing   p ro jec ts ,  New pro2ects  continued 'Co be of 
the  type  generally  associated ~ 5 t h  the donor  cow-ixies: 
USSR and the East Exopean  coruztries  concentrated on the 
large-scale and more sophfs t ica led   indus t r ia l   p ro jec ts  
wbereas  Chinese aid was al located in gsnerzl t o  smaller- 
s ca l e   l i gh t   i ndus t r i a l  and rural deveiopnent schen~es * China, 
nevertheless, may be moving towards  1.aYger-scale pmjec- t s  i n  
.Africa  (apart  from the Taxam  railway) f o r  example i n   t h e  
f i e l d  o f  hydro-electric power pro jec ts  

51 . Most o f  the  new c r e d i t s  extended i n  1974 were Tor 

N A T Q ~~ -5"~ C R 2 T 
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52. Also,  as in 1973, both  the USSR and  Eastern  Europe 
apparently  continued to increase  their  efforts  to  secure  oil 
in exchange  for  project  assistance,  although  the  actual  amounts 
of oil  involved are small in terms  of  Soviet  bloc  consumption 
and of world  oil  trade.  It  seems  likely  that  this tred will 
continue  and  possibly be extended  to  other  vital  raw  materials 
e.g.  bauxite,  phosphates  and  copper,  where  Soviet  bloc  and 
Chinese  aid ( o r  offers of aid) in exploiting  these  deposits 
in  the L E S  are  repayable  in  kind. . 

53. The  WQrld  economic  crisis  during 1974 exacerbated 
the  repayment  situation of a number of L E S  which hoped for a 
re-scheduling of debts  together  with  credits  under  more  generous 
conditions  from  the  Communist  bloc. In an  unusual  move,  Moscow 
cancelled  part of Somalia’s and South  Yemen’s  debts:  however, 
given  that  both  these  countries  are  strategically  situated  at 
the  entrance  to  the  Red  Sea  and  that  their  importance  with 
their  naval  bases for the USSR will grow with  the  re-opening 
of the Suez Canal,  it  is  clear  that  Soviet  motives in both 
cases  were  less  altruistic  than  geo-political.  Other  countries 
such  as  India  and  Egypt  were  less  fortunate.  For  instance 
following  the  recent  Soviet  Union  decision  to  re-value  the 
ruble  vis-a-vis  the  rupee,  India, in order  to  pay  for  what 
she  had  received  from  the USSR, has  to  deliver a larger 
amount of corixnodities . 

54. It  follows  that Russian aid  motivations t o  the LDCs 
continue to rest  on  the premise that  whil& not ignoring  the 
economic  needs OS the LDCs to  which  they  grant  their titiedit 
aid,  the  Soviet  donors  keep  political  considerations  firmly  in 
mind.  Where  possible,  as for example  in  India,  Bangladesh or 
Iraq  and  Syria,  the USSR has  made  every  effort  to  consolidate 
o r  extend  its  sphere  of  influence  through  aid  programmes. 
Failing  this,  Soviet aid continues  to  be  granted  either  to 
protect  Soviet  interests in the LDCs, currently of lesser 
strategic  importance,  to  ensure a presence in uncommitted 
countries or t o  counter  Western  aid - and  possibly OPEC aid 
policies in ,the. future. . . - .  . . .  

55. It  seems,  finally,  highly  unlikely  that  any  fundamental 
change will take  place in the  nature of Soviet  aid.  Communist 
assistance  to  the LDCs is  infinitely  less  than  Western  aid, its 
conditions  are  harsher,  and  the USSR concentrates on a far 
smaller  number of countries . There is, moreover, a limited 
ratio  of  Soviet  grant  aid  and  the  virtual  absence of assistance 
disbursements  through  multilateral  organizations. As donors, 
the  Soviets  have  attempted - and in some  cases  succeeded - in 
extracting  the maximum of profit  from  the  minimum of aid. 

56. All the  basic  principles of Soviet  aid  to  the L E S  
enumerated  above  will  very  probably be’ operative  over  the 
next  twelve  months. 
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Total 

Total ................. I , Z 5  
Africa.. . . . . . . . . . . . . . . .  267 

C a n m o o n . .  . . . . . . . . .  S c ~ l .  
(:had,. .............. 1 
Ethiopia. . . . . . . . . . . . .  1 
Gmnbin. . . . . . . . . . . . . .  Scgl. 
Cuine:t.. ............. 
>Iauritnnin. . . . . . . . . . .  
K igtr .. ..... .t ...... 

Somalia. ............. 
Tanzanin. ............ 
Cppcr Volta . .  ........ 
2:tmbin. .............. 

East  Asia ............... 

Scncgnl. . . .  . . v . .  ..... 

h G S .  ................ 
.Latin  America.. ......... 

Argentina.. .......... 
Bolivin..  ............. 
C'olorubia.. ........... 
Guyana .............. 

Xraf F:ast>nd South Asin. 
Usnglnclc~h. .......... 

Lcbsnon ............. 
n'orth Ycmrn..  ....... 
1'xkist:in. ............ 
Sri  Lnnka.. .......... 
Syria. ............... 

EgYJ'C.. ............. 

84 
37 

6 
1 
G 

7.5 
4 

52 
25 
2.5 

333 
314 

1 
8 

10 
G50 
1 O4 
20 
9 
5 

216 
I I  

28.5 

USSR 

455 
13 

Scgl .  
1 
1 

Segl. 
3 

XegI. 
1 
1 
5 

2 
.... 

.... 

.... 

.... 
73 

. l  
8 

3F9 
28 
20 

3 
216 

1 O0 

$4 

.... 

.... 

.... 

Total 

G21 
so 
.... 
.... 
.... 
.... 
80 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.." 
.... 

260 
230 
.... 
.... 
10 

2SI 
70 

9 
.... 
.... 
.... 
1 1  

l ss 

nulgsria 

74 
I.. 

.... 

.... 

.... 

.... 

.... 

.... 

..... 

.=.. 

.... 

.... 

.,.. 

.... 

.... 

.... 

.... 

.... 

.... 

.... 

.... 
7.f 

l 
.... 
.... 
.... 
..... 
.... 
73 

Czt.Cbo- 
slo\akin 

l O0 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... .... 
.... 

S.A. 
S.A. 

.... 

.... 

.... 
100 
.... 
.... 
.... 
.... 
.... 
.... 

100 

East 
Germany 

35 
.." 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
,, - .... 

.... 

.... 

.... 
10 
.... 
.... 
.... 
10 
25 
25 
..... 
.... 
.... 
.... 
.... 
.... 

62 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.." 
.... 
50 
50 
.... 
.... 
.... 
12 
.,.. 
.... 
.... 
.... 
.... 
.... 
12 

100 
." 

..... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 
.... 

100. 
1 O0 
.... 
.... 
.... 

Itonlania P R (  

250 . 199 
60 174 
.... .... 
.... .... 
.... .... 
.... .... 
80 2 
.... 3; 
.... . .) 
.... .... 
.... I 

" .... l . I  

.... 2 
52 

.... 25 

.... 2.: 
1 no ... 
1 O0 ... 

.... 

.... ... 

.... ... 

.... ... 

y: 50 
70 Xcgl 

... 
.... .... ... 
.... B ... 
.... .... ... 
.... .... ... 
.... 11 .! SrC.1. 

.... .... .... 
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TABLE 2 

COMMUNIST ECONOMIC AID TO LESS DEVELOPED COUEITRIES. EXTENDED 
DRAWN 

Million  Current US $ 

Extended Drawn 

Eastern 
Europe 

1 , 461 
385 
91 
74 

114 
116 
91 

j 1 2  
145 
97 
117 
118 

Because of rounding,  components may not add to the  totals shown 
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"_ . "" " 

"_"" ___ __L "-I-. ... 

Total.. .................. 13.C55 
19.55-65. .............. 4 .?''.'O 
1966 .................. 525 
1%;. ................. 6.55 
196s.. ................ 5.50 
1969 .................. 430 
19Co .................. 1.090 
1971.. ................ 1.550 
1 9 2 . .  ................ 1,003 
1973.. ................ 1,815 
1974 .................. 1.315 

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

11.910 
3 ,  5SO 

37.5 
500 
530 
P 75 

l ,030 
915 
s i 5  

2 ,  1.15 
1 ,161 

10,450 

4 30 
3,025 

450 
450 
425 
9.50 
..I 

l45 

730 
2.000 
I , 11.5 

1.230 
5-50 
25 

50 
75 
50 

1 O0 
100 
75 
I50 

" 

1 3  

1,000 
500 

50 
25 
50 
25 
75 
" 

6 :J 

50 

75 

" 

I .> 
. .- 
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NEX to 
Communist  >lili~acy  Tcrllnitinns in  Ixss Dcwlnyrd Countries' 

TABLE 4 . Pcrsons 
_____ """"_ "__ _"_""_ -. 

197 .I 1973 
""__"""I_ 

VSSR USSR 
n nd end 

Eastern E8SlCfn 

To181 Europe PRC Total Europc PRC 

T o ~ n l  ....................... 7,760 6,730 1,030 ?,Of5 6.020 1,025 
.... .4fgh:tnist:rn.. . . . . . . . . . . . .  470 4 i o  .... 425 4 P5 

.4ll;r!i:t.. . . . . . . . . . . . . . . . . .  650 G50 .... ' 650 630 
f h n g l : ~ d e > h .  .............. 50 50 .... l O0 l 0 0  
J3urundi.. ................ .... .... .... 10 10 

Egypt. .................. 200 ?F0 .... 520 5202 .... 

Ind ia . .  .................. 270 2co .... 300 300 .... 

J r a q . .  ................... 1,030 1,030 .... 785 785 .... 
Libyn.. .................. 100 I O0 .... 10 10 

JIorocco .................. .... .... 10 10 

SortI l  Yeinm..  ........... 120 1 ?O .... 130 130 .... 
Pttkistan. ................ 25 .... 25 2 5 .... 25 
Peru. .................... 15 l 5  .... 15 15 .... 
Sierra Leone. . 10 .... 10 30 30 

6 " ' " " " "  Somalia.. ................ 1,000' 1,000 .... 700 700 .... 
South Yemen. .  . .:. ....... $10 260 50 225 225 .... 
Sri Lankn. ............... ..... .... .... 5 .... 5 
Sutlnrt. .................... 140 O0 50 70 20 S 0 
Syri.1.. .................. 2,150 2,1.i03 .... 1,780 1,7SO .... 
Tnnzania..  ............... 745 .... 745 7.15 .... 745 
Uganda. .  ................ * 30 30 .... . 25 25 
Zam hi:l. ................. 70 .... 70 70 .... 70 

.... 

.... 
.... 

Congo. .................. 60 36 30 50 30 20 

):quatorial Guinea. .  ....... 25 10 15 20 10 10 
Guinea. .................. 135 110 25 160 110 50 

Iran ~. . ~. . -. . - -.  -. . -_-. -. 70 50 ". GQ 60 . . I .  

.... 
l l n l i .  .................... 25 l 5  10 55 45 10 

.... ..I* 

Sigrr ia . .  ................. 60 60 *.. 70 70 .... 

.... 

.... 

"""- _."-_L_"~-".- "." 

1 3linimurn estilnntcs of tt!c nunlbcr of pcrsons present for a period of one month or more.  Sulnhcrs 

2 ?IIost of tltesc nrrivctl r v i t h  the e q ~ ~ i p n l r n ~  suplIlird  nficr t h 2  outbreak of the  October w r .  
3 Ksclutling pcrsonncl nssignrd t o  Fovict oprr;ltional units. 

arc roundrd to  thc nearczc five. 
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NET FLOWS RELATED TO GNP OF USSR, CHINA AND EASTERN EURC 
1974 

COUNTRY 

USSR 
CHINA 
BULGARIA 
CZECHOSLOVAKIA 
GDR 
HUNGARY 
POLAND 
ROMANIA 

TABLE 5 
y, OF G N P W  

0.05 
0.127 
0.06 
0.02 
O 
0.02 
0.01 
0.003 

(l) Estimated by Professor H. Machowski, Deutsches "_ " _  . . -. - ~ ~ "  L 
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ALLEMAGNE 

NORWAY 
NORVEGE 

UNITED KINGDOM 
ROYAUME-UNI 

UNITED STATES 
ETATLUNIS 

SWITZERLAND 

NEW ZEALAND 
NOUVELLE-ZELANDE 

l I 
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TABLE 7 - TABLEAU 7 

NET  ECONOMIC AID TO THE  DEVELOPING  COUNTRIES 

AIDE  ECONOMIQUE  NETTE AUX PAYS  EN  VOIE D E  DEVELOPPEMENT 

(1968 - 1974) 

Million US $ (AT  CURRENT  PRICES - AUX PRIX  COURANTS) 

1 

11 O00 

9 O00 

8 O00 

Eastern Europe 
Europe  de / ' E s t  

OECD (Officiai Sector Only) 
OCDE (Secteur  officiel seulement) 

6 300 

O 

6840 

, 

7717 

9 400 

195 

c 

... 

11 300 

1971  1972  1973  1974 

1 

L -1 

1968  1969  1970 
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