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The present  draft   report   has been  prepared  by the 
Economic Directorate i n  accordance  with  the  procedure  initiated 
i n  1957- It  covers  the  period January 1967-December 1968, Fad 
includes  preliminary  information on develo2ments i n  IgQg(1). 

par t  i s  concerned, on the deta i led  "Data by Individual Lsss 
Developed Countriesi' (AC/89-\:vP/274 of 25th  June, 1969 - NATO 
Confidential)  that may be  added as an  annex t o  the  present 
Working Paper, 

2, This  draft  is mainly  based, as f a r  as the s t a t i s t i c e l  
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ECONOMIC SUB-COMMITTEE 
"P 

.. ... 

D W T  TrTELFTH REPORT 

After a decade o f  impressive  expansion (1954-1964), 
the  economic actlvi-t ies of the- Communist countries In tile 
developing  areas of the  non-Comrm€st world level led o f f  a f t e r  
the m9d-196Os9 and will probably  not undergo any  dramatic 
change during  the  next few years, A t  the  present  time,  in  the 
matter o f  a i d  and trade  with  the Thi rd  World, the Communist 
countr ies   re la t ive t o  the  Vest  play on ly  a minor  and, indeed, 
diminiehi.ng  r81e. The l eve l s  s o  f a r  reached  remain wel-l 
below what could  have  been  expected a few years ago given  the 
economic poten t ia l  o f  the  Communist wor ld ,  I n  1968, a id  
del iver ies  from Communis'c countries, amounting t o  l e s s  than 
0.17; of  t h e i r  GNP.$ were 1-9 times  smaller  than t o t a l  net  
YJestern official a i d  disbursements and 30 tinea  smaller i f  
the  flow of pr iva te   meas  were t o  be included i n  this t o t a l .  
Stmilarly,   trade of developing  countries with the  West was 1 2  
t b e s  as p e a t  as with t h e  Communist world, After 15  years 
of  t rade promotion, the Communist world was absorbing only 
cbout o f  the  t o t a l  t rade  o f  the  developing  nations,  as 
against 74% going t o  t he  Wehtern industrialised  countries.  
During t h e   l a s t   t h r e e  yezrs, Western a id  and t rade have  been 
growing faster   than tbt  o f  Communist countries. 

2. The growing t%tagonism between Communist China and 
the  Soviet Union, the increcsing  assertion of confl ic t ing 
national. interesi;s  withiil t he  Communist  camp, and the  slowing 
down o f  economic growth Sn a l l  Communist countries  have a l l  
contributed t o  reducing  the  priority  previously  attached t o  
economic a r lZvf t i e s   i n   t he  Third World, At the same time, as 
the  enthusiasm of  the  origlual  drive faded, the Comnuaist 
couul'ck:ies learned by experience  the  limitations of using a id  
and t rade as part  of  theSr  foreign  policy.  Fluctuations  in 
the   in tens i ty  of ecor,omIc links between developing  countries 
and the Communist m e s  ?roved t o  be the r s m b t  r a the r  L'flan the 
cause of Znternal   pol i t icd.  changes, Over 15 years, no t  a 
s ingle  colantry has turned C o r n m i s t  as a consequence of the 
a i d  and t rade   po l ic ies  Fursued by the  Eastern  coxntries, 

. .- 
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3. This i s  not t o  deny the  occasional  successes 
achieved by the Communtst countries. Communist mi l i t a ry   a id  
has proved t o  be one o f  the most disturbing devel.opments fo r  
t he  Western world and hes served t o  exacerbate  local  tensions 
among developing  nations. By befng  concentrated  in a l 'snited 
nmber of  countries,   the Communist aid axid trace e f f o r t s  have 
had a more important  impact on the econonfes o f  the  countries 
concerned  than  the  overall  average would suggest. 
Nevertheless,  the  industrialised  countries have, by now, 
assessed  the  relative  importance o f  this threat  and have 
learned t o  l i v e  with it. The  economic  means and techniques 
a t  their   d isposal  t o  mee-1; %he  needs of the  developing  countries 
are, quantity and quality  xise,   imensely  superior t o  anything 
the  Communist countr ies   cm  offer .  

4, A t  present,   the Western  countries  have a choice 

( a )  t o  leave  the Communist countries t o  coctinue  their  
haphazard  and  vmsteful at-tempts t o  reap  occasional 
benefi ts  from wh,.tever opportunity may occur, 

countries. This would mean that the Communist 
countries would go on asser t lng   the i r   p resence   in  
the  developing areas and thus  the  exis t ing  threat  
would continue8 

contribute t o  a common e f fo r t  t o  a l lev ia te   the  
economic difficult ies  experienced by the Third World 
i n  course of  Cevelopment, 

be-t;ween the  foll-owing al ternat ives:  

v (a 
L without  regard t o  the   rea l  needs of  the  recipient  

(b) suggest that  t h e  Communist countries should 

Should the  Communist countrtes  be  ready t o  accept  Western 
proposals as regards  par t ic ipat ion i n  joint   effor ts ,   the  West 
might eventually  exercise some influence on the  orientation 
o f ,  a t  least ,  par t  o f  the Communist trade and a id  e f fo r t s ,  
such part ic ipat ion mighL perhaps also contribute t o  increase (0 the  economic efficiency o f .  a id  .and trade.  t o  the  greater  benefet  

such  proposals,  the  Comuniat  countries would, once again, 
openly  demonstrate tha t   they   a re   no t   rea l ly   in te res ted   in  
optimieing  the economic development o f  the Third World. 

\Y' of  Oeveloping countries, If, on the  other hand, they  refuse 

s i s r i n q ;   t r e n d s   i n   C o m u n i s t  eçonomic a c t i v i t i e s  

51 The a id  and t r c d e   a c t i v i t i e s  o f  the Communist 
countries r?n t h e   l e s s  developed areas of the non-Conmmist 
wozld over   the  las t   three years have  tended t o  s low down i n  
cornpartson with ear l ie r   years ,  when the  'economic offensive' 
was rapidly expanding, 

Hew economic c9d commitments during 1967-1969 
m o u n a  t o  the  equivalent of about $540 mill ion  per 
year; L e ,  less than  half   the  average o f  the  three 
precedhg  yecrs(1).  Altogether,  since  1954, 
$10.4 b i l l i o n  have s o  f a r  been committed. "- %-;a-. 

(1) See Graph 11 
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- Economic aid cctusl;?jde;ivered  reachsd i ts  peak i n  
1964 (about $??m or! a n m a s  since  declined t o  
about '$425-4'50- million ir~ 1969. Thfs declining 
trend would be more noticeable i f  net   del iver ies  
were t o  be considered as the repayments by the 
developing c o w t r i e s  of cap i t a l  and in t e re s t s  have 
been  growing over the same period.  Since  1954, 
$4.5 b i l l i o n  have  been  actually drawn by developing 
countries, 

- The  number of  c ivi l ian  technicians  sent  abroad by 
T o m  c-es t o  assist cEZloping  countries, 
which grew s t ead t ly  from 2,700 i n  1958 t o  22,200 In 
1966,  declined  thereafter and, by mid-1969, s tood  
a t  21,575(1), 

UL 

for t ra in ing  
S run  into 

d i f f i cu l t i e s ,  and th;! nknber of new students  admitted 
has been  reduced since 1966. 

-. Drawings on mili tary aid, notwithstanding  the  large 
s c a l e   e f f o r t s   - m s u p p f y  Arab S ta t e s   i n  1967 and 
1968,  have  declined from a m a x i m u m  of $520 mill ion 
i n  1966 t o  about $400 mill ion o r  l e s s   i n   t h e  
following  years(2), 

" 

.) 

am grew d r a i - o m  1954 flm Trade of develolsfn  countries with Communist countries, - at abou- O 

per year) ,  has since  stagnated. Between 1966  and . 
1968, the averr,ge r a t e  o f  increase of this t rade 
(2 .3%)  remained well below that  with the  industr ia l ised 
Western countries (6.4% per year)(3).  

Y" 1lI.creasïng  concentration on a limited number of countries 

countries.  attempted . t o .  pr .eseme  their  image at3 the  major. 

concentrating  their  effor-bs on a l imited number of countries, 
In   these few selected  countries, Communist  economic a c t i v i t i e s  
have had an impact much more s t r ik ing  thaa the  overal l   f igures  
would suggest , 

' ,  LP- 

6, Notwithstanding this overall  decline,  the Communist 

' Y '  @ a l te rna t ive   sowce  of aid, t rade  and mi l i ta ry  equipment by 

...) Nore than half o f  t o t a l  economic aid  delivered has 
gone, in   recent   years?   tT"Fee   coGtr ies  only: 
UAR (27$ o f  t o t a l ) ,  India (13$), Afghanistan (10%) , 
A fur ther  307; went t o  six other  countries (Iran, 
Syr i a ,  Pakistan, Yemen, Indonesia,  Algeria) The 
r e s t  (20%) wes very  thinly  spread  over 24 other 
c o w t r i e s  (of  which 17 were 8 in   Afr ica)  ( 4 ) .  

l) See Graph I V  
See Graph VI1 
See Graph VI11 
See Graph V 
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Technical  aseistagce:  in 1969, more than half o f  
€he to'm n m m  of c ivi l ian  technicians from 
Communist co9niztries  were a t  work in   Afr ica  (2,820 
i n  Algeria; 1,970 i n  Libya; 1,640 i n  Tunisia, 
1,380 i n  Pliali; 1,020 i n  Gufnea), The other  countries 
which recezved moke than 1,000 Communist technicians 
each were: India,   Iran,  UAR, Pakistan,  Afghanistan, 
Iraq. 

Military a i d  tvas mainly  concentrated on a few Arab 
comtrtes   (nainly UAR, Iraq,  Syria,  Algeria) which, 
since 1954, hme  absorbed more than half o f  a l l  
mi l i ta ry   de l iver ies  from Communist sources, and a 
much larger   proport ion  in   recent   years(1) .  

" . 

A few developing  countries  have  been  dTrecting a 
considerable p a t  of t he i r   t o t a l   t r ade  towards 
Communist .countries: Afghanistan- of t o t a l  trade 
was with Comamist countries  -in -1967), Yemen (50$) ,  
UAR (41%) , Sgria (30%)* Traâe relat ions between 
developing  nations and Communist countries were 
repor ted   in   the   s ta t i s t ica l   re turns  of  over 70 
different  developing  countries  outside Europe, but i n  
l e s s  than a dozen of  them d i d  total   t rade  turnover  
(imports plus exports)  exceed $100 million  per  year, 
India and the  W -  absorb together  about  one-third o f  
t o t a l  Communist t r ade  with developing  areas  outside 
m o p e (  2)  . 

I___ The r z o n s  f o r  the  declining  trends . ," 

7. There are  various  reasons why the Communist countries 
have  apparently  sought i n  recent  years t o  consolidate rather 
% h m  t o  expand t h e i r  overall stake i n  world economic affairs 
as 9ar 2s developing coml r fe s   a r e  concerned, In   the  order  o f  
p o l i t i c a l   p r i o r i t i e s ,   t h e   . i n t e m a l  problems o f  the Communist 
world have  tended t o  push In the background the i r   s take   in   the  
Third World, Among these  internal  problems, the  Slno-Soviet (e schism is probably.  the  mast  cructal, The growing a s s e r t f m -  of 
nat ional   tnterests   within the COMECON group of countr ies ,   in  
the  case of  Czechoslovekia, b ru t a l ly  crushed by invasion,  the 
iilcrea.siIIg economic burden f o r  the  Soviet  Union of keeping  the 
Cuban  economy a f loa t ,  and the e f f o r t  o f  China i n  favour  of 
Albania,  have all contributed t o  diver t   the   a t tent ion of the 
ComunSs.i; leaders t o  t h e i r  o ~ l l  internal  ai lments.  

- *  

B.,. 'Pbe slowing down of economic growth i n  a l l  Communist 
countries in the l a s t  decade, as  compared t o  the   ear ly  1950s, 
and the increasing  impatience of  the   min   in te rna l   c la imants  
f o r  resomces:  the rising expectations o Î  the consumer, the 
wiclening technological gep wtth the  SndustriaLised West, the 
requirements of the  defence  effort ,   led t o  the more inward 
looking att i tude  adopted L? few years ago. The cul tura l  
revolu-bioi? i n  China and %he economic reforms in   the  Soviet  Uaion 
2nd i n  ikstern &.rope reduced  the  previous  priority  attached t o  
aid and- t rade   po l ic ies  -Itow~~!ras the Third World. 

P," "- 
I s t a t i s t i c a l  annex 
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9, Simultaneously,  the Communist countries have learned, 
from expérience,   the  l imitations and f rus t ra t ions  of  the use of 

assert . ing  their   influence  in  the  developing  areas  outside  the 
Comml;uzis-t camp. Some of  the countries which, a t  one LTme, 

d5sappuSnt%ng, In  A s i a  - Jndomesba- i n  black Africa - the 
Congo (Lumumba); Guines (Scku Toure); Ghana (B*Klumha); 
Mali (Keita); i n  the MfddPe East -. I raq  (Kassem)J in N g e r f a  
(Ben Bello), The  Cornmw29st countries and the Soviet Union f n  
par t icu lar  have come t o  realise  that   the  challenges  presented 
by the  developing areas are much more  complex than  they had 
anttcipated, 

U economfe, mi l i ta ry  and technical  aid and trade as a means of 

. seemed proatsing  targets o f  Communist penetration proved t o  be 

10.. The decolonisation  process  has  not  yielded  .the 
resul ts 'expected by the Comunists. The Western world has 
enjoyed, du rhg   t he  lh'st decade, an unprecedented  growth o f  
prosperfftg which has aLlowed it, in recent  years,  not only t o  
mc,,irmtain but also t o  expzud i t s  economic exchanges with f o m e r  (0 calontal  territories mwc rapidly  than the Ccmmunist countrtes 
have  been abLe t o ,  

Results achieved by C o m u z i s t  countries 
-, 

11. This i s  not  t o  deny the  obvious  successes  achieved 
by Comumist countries  through  their   aid and t rade   po l ic ies  
vts -bv i s  the Third World, The most d is turb ing  development for 
the  Western world is the growing  impact of C o r n m i s t  mi l i ta r .  
aid i n   t h e  f o m  o f ' de l ivc r i e s  on c red i t  terms, which in valu! 
exceed that of economic assfstance,  Some 23 countries have so 
f a r  recaived  about $5,2 bslllion worth of mf l i ta ry  equipment, 
85% of  which from the Soviet Union and another 1076 from 
Ecstern Europe, A t  present,  Soviet military aid- represents 
roughly l$ of the  total  defence  spending  in  the USSR. The 
Soviet Union is  economically  capable of increasing i t s  n i l i t a r y  
aSd without  inpciring i ts  own defence  posture, and by doing s o  
it might gala fur ther   inf luence  in  highly sens i t ive   sec tors  o f  
the developing  countries. The. type of  dependence. which 

serious  than that resultdng from economic aid. 
.œ r e su l t s  from the accep tace  o f  such  offers  tends t o  be 'more 

12. Through t h e i r  much publicised economic a td  ro samges, 
t he  Cornmis t  countries  have been able t?i assert l % e e a  
. in  a rcp.fcllly growing nwber  o f  ccuntries and t o  exert  sÔme 
ZnfL-aence on governments that, previously, were hardly aware of 
t h e  existence o f  ConnuYljtst co-mtriea. Results, however,  have 
seldom some up t o  expectct,ions, From 1954-1969, a total of 
$10.4 b i l l t o n  was firmly  cambtted t o  42 different  countries,  
but, OP this t o t a l ,  only $4,5 b i l l i o n  had been actual ly  
ut.ilised by developing  countries by the end of 1969, What 
remîns 9n the tpfpeliaet a t  present i s  suf f ic ien t  t o  allow 
the Cornmis t  economic programmes t o  continde a t   t he i r   p re sen t  
r a t e  o f  .tapleaentation for the  next 13 years, even i f  no new 
aid were forthcoming, 

-12- 
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13. The slow progmss i n  implementation o f  Communist 
economic r i d  is due t o  t he   f ac t   t ha t   t he  bulk of  such n i d  wag 
proaised  in   the 1'364-66 period, The type of large  scale  
projects  favoured by Sovie-t; a id  require  considerable  tfue f o r  
oonstmction and the Communist countries have generally  been 
eager t o  draw, as soon CS possible, propaganda  advantages from 
the amouncement o f  declarctions o f  intentions that  required 
conaidemble  refinement cad elaboration  before  practical work 
could be s tar ted,  I n  cddi -b io~,  the  capacity of recipient  
countries t o  absorb  aid h5s often been  over-estimated by the 
ComunisLs, Nevertheless,  the mere f a c t  tha . t  Communist a id  
'has been offered hns kelpel! t o  create  n sense of  competition 
previously  absent from kies-tern a id  considerations. Technical 
persoaamel fsou Connunie-i; countries  have  played a najor r61e i n  
estsblishfng  the  reputction of Communist  economic aid. 

W 

Q. To the newly independent  nations, Communist a i d  and 
t rcde wcs presented as c nmns of  gaining economic independence 
from the  ex-colonial powersz  Comnunist countries  occasionally 
offered additional ou'i;le%s f o r  t h e i r  surp1.u~  primary 

" (0, cornodittes, hard t o  s e l l  on world narke ts ,   in  exchange f o r  
c sp i t a l  goods urgently needed f o r  the i r   indus t r ia l i sa t ion ,  

Oomunlst s ta tes .  By the end or" 1968, 70 developfng nations 
(33 African, 15 Latin Aslesican, 1 2  Asian and 10 Middle Eastern) 
Included Comaunist countries amongst their   t rade  par tners ,  The 
theoretilczl po ten t ia l  OP 8 Gommunist market with a population 
of about 1,100 mill ion -(or nearly  one-third o f  mankind) remains 
a fcscinct.ing  prospect for exporters   in  b o t h  inrlustrialised end 
develop.iag non-Communist' c o u t r i e s ,  

. Before 1954, only  sone 20-25 countries had t rade relations with 

The present  sco st  t rade with developing  areas 

15. After 1 5  years of t rade  promotton in   var ious 
d-eveloping areas of  the non-ComunS.st world, the  share o f  the 
Commm1iS-b countr ies   in  t o t a l  world a id  and t rade is s t i l l  
minimal, qui te  o u t  of proportion with the economic weight of 
the Communist world(l), al16 hardly comparable t o  the  r81e 

Cammist  share has been  dwindling  during  the last  few years, 
ComuSsL  countries as a whole, i n  1968,  absorbed only about 
57; o f  the total exports f r o m  developing  countries and supplied 
less   than 8% of t h e i r  total imports,  Trade o f  the  aeveloping 
c o w t r i e s  wfth the West was 1 2  times as great as with the 
Comunis-b world, t h a t  is, about 74% o f  the  total ,   the  remainfng 
2076 being  trade between  developing  countries. 

-a played by indus t r i a l  W.es-l;er.n countries, Moreover, .the . . , . 
I 

. .  

16. Developments i n  recent  years  have, once again, 
demonslxsted 'chat the  economic expansion o f  the more backward 
cowtrfea i s  closely ltnked t o  the  continued  prosperity o f  
the  Ves"tem3 Industr ia l ised  nat ions,  Developing  ccuntries, 

(1) The population or' the Commxnist world represents  about 
one-third of world population and i t s  t o t a l  production 
itbout one-fifth o f  world production 
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. .  

a f t e r  en l n f t i a l  period o f  eagerness t o  demonstrate t h e i r  newly 
ga.ilzed .independence by diversifying the i r  %rade, b v e  

b i l a t e r a l  barter deals offered by the Communist countries and 
the  cdverse effects  these  could have, i n  the long  tern,  on t h e i r  

The present  scope o f  C o q u n f s t  econonjc a id  

Sndustriclised Western world brings  out  clearly the marginal 
r 6 l e  o f  Communist aid. Met o f f i c t a l  development a i d  from the 
Western world between X960 and  1968  mounted t o  $56,000 n i l l i on ,  
Th&t of  Communist countdes  was 19  tines  smaller: 
$3,000 mill ion o r  5.74% of  ,world total-  development aid. In  1968, 
actual  public economic aid disbursements in  fcvour o f  
developing  countries amounted, i n  Czechoslovakia t o  $1.39 per 
head or" population, m d  .in the  Soviet  Union t o  $6.56. Esononic 
a i d  f rou  public  sources In  Prance  mounted  during  the stme year 

t he  Metherlands $10.52 .In Germany $9.21  and i n  the United 
Kingdom t o  $7.74. If $he f l o w  of pkivate means t o  developing 
couYltr.Ses  were t o  be  incluiled i n  Weatern aid, the r a t i o  between 
Western  and  Comwlfst a i d  f o r  the whole period 1960-1968  would 
be 30%1(1). 

. gJcduclly come t o  r e a l i s e  " c e  l i n i f s  and drawbacks o f  the   r ig id  

" efforts t o  divers i fy   their   exports ,  

. .  

27.: Comparison with t h e  economic a i d  provided by the 

* '0 to $17.15 per  inhabitan%?  .in the Uni€ed States  t o  $16,64, i n  

DL, It is  not -.surpkLs.ing therefore   tha t ,   a t   the  UNCTA.D 
meeting i n  February 1969, the  Soviet  Union, lmlike  the Western 
countrtes,  chose t o  ignore  the renewed appeal. made by the 
developing  countries that the t a rge t  o f  l$ of  GMP f o r  resource 
transfers should be accepted, In 1968, the  share of GNP 
devoted t o  net aid t o  developing  countries o f  the non-Coamunist 
world was 0.09% i n  Czechoslovakia, 0,08$ i n  Hungary,  0.05% i n  
East Gemany  and 0.03% i n  the  Soviet  Union, while it mounted 
t o  0,41$ €11 the  case o f  ITA20 donor  countries, and t o  0,78$ i f  
private  neans  are  included, 

19, Contrary t o  the  claims o f  Communist progaganda, 
Comunist  a id  is  extended  under  terns which are   not  more 
generous  than  those o f  TiJestern official aid. Half o f  the t o t a l  
Western assistance  consSsts o f  outright  grants,  while the 
non-repayable part  o f  Cammist economic a l d  amounts t o  only 
37: of t o t a l  comitnents,  The average r a t e  of interest   a t tached 
t o   o f f i c i a l  a i d  in   t he  Vest has fluctuated between Set$ i n  1967 
and 3,377; .%D 1968, while -i;hc duraticn o f  such loans was 
lengthened t o  25 years 9x1 1968. Soviet loans,  on average, 
carry  an  ilriterest o f  2.8$ and a r e  o f  about 15 years  duration. 

(1) See Graph V I  

NATO CONFIDE?!TTZ.t;L """,:".- 
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In the  West, the aim has been t o  lower i n t e r e s t   r a t e s  and extend 
repaments  over  longer  periods, OECD members agreed in  
January 1969 t o  afn a t  loans with a m a t u r i t y  of about 30 years, 
a gmce  period of eight ye.zks9 and an   fn te res t   ra te  of 2,5%. 
During t h e  l a s t  three  years,  the  Soviet Union has  introduced 
*comerc ïa l t   c red i t s  with shorter  repaynent  periods and 
re la t ive ly   h igher   in te res t   ra tes ,  However, Comunist China - 
whose volme of a id  actuslLly  delivered amounted t o  only 12% of  
t o t a l  Conmimist a id  in   recent   years  - is extending  interest- 
f r e e  loans, and the East Euopean  countries  have sonewhat 
lowered t h e i r   i n t e r e s t  rates t o  brfng  then  into  l ine with 
Soviet  practice. 

20. Another  important drawback o f  Comunist a id  is that  
i t  is  tied  exclusiv.ely t o  purchases in   t he  donor .coxtntq?D. 
Only 5876 of gross Western a i d  disbursements i n  1967 was ' t ied' .  

MultSlat era1 aid 

= :m 21. The major  Western  countries  have  been  channelling an 
Increas.ïng  share of the. i r  a i d  (10% of t o t a l  Western o f f i c i a l  
a id  i n  1968) through  mult..t;ltlateral ins t i tu t ions .  Whereas, i n  
1960, net  disbursments by  such in s t i t u t ions  were roughly 
equal t o  t o t a l  Connunist aid during that year, by 1968 the 
f l o w  of  a i d  from these  sources was nore than  f o u r  times that 
granted by the  Communist countries. These do not   par t ic ipate  
i n  any o f  the  international  organizations which make 
dwelopment  finance  aveilable, The Communist share in   t he  
United Nctlons  techniccl  assistance and re l ie f   p rogrmaes   in  
which Comunist   countries  participate i s  only 35 of the t o t a l ,  

- P r o s p e c - b f o r  the  near fu-ture 
22. The present   ra te  o f  a c t i v i t y  which reached a plateau 

i n   t h e  l a t e  1960s will probably  be  continued  during  the  next 
f ive  years,  and no dramatfc  change i n  the Conmunist  economic 
policy v.is-&-vis the Thixd World i s  t o  be  expected. If only 
for prestige  rea6ons, it seems unlikely that the Communists 

N 

. .  
' would se r ious ly   cur ta i l   the i r   p resent   e f for t s .  

230 I n  view of  t he   r e su l t s  s o  fa r  attained,, 
Ss  l i k e l y  t o  remain the most dynamic type of ac t iv  
the Sovtet Union t o  increase i ts  influence  in  developing 
areas outside  the  Comunist camp. Developments Zn t h i s  f i e l d  
~ 9 1 1 . ~  02 course,  psinar.ily depend on the existence of 
tensions between  neighbouring  developing  countrieso A s  regards 
ams sliipmel?'i;s t o  governments, the USSR has a near monopoly 
wïthfn the Communist grou?, Coamunist China spec ia l i ses  in 
providing  l ight weapons t o  subversive movements,  and thus 
deliberately  seeks t o  create  new areas. o f  conflic-k and increase 
the  %nstGbil i ty  o f  l o c c l  governments,  Chinese m i l i t a r y  a id  
night prove aore  harmful than the  gere.   volme o f  t-bs arms - 
shfpuents would suggest, The annual  valae o f  Soviet   mili tary 
deliver.les w i l l  probably  continue at i t s  current   level  o f  
$30&$400 million,  but  could, i f  circwstances  warrant it, be 
.%pcreased without undue s t r a i n  t o  about twice this mount .  
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24, New comitments of  econonic a id  i n  the coming years 
nlght well f luc tua te  widely, r egamr ig   i n  an exceptional  year 
the  annual  levels o f  the 1964-1966 period of over $1 b i l l i o n  
but  the  actual f low o f  delfver ies  under  these programmes w i d  
most 1i'ireI.y not  exceed  thair 'present volume o f  $450-$500 mill ion 
a year, 'phis Wmld, i n   f a c t ,  mean that t'ne net  f low o f  
economic resources will continue t o  decline as repayments of  
cap i ta l  and i n t e r e s t s  by the developing.  countries w i l l  tend t o  
grow, It seems l i k e l y  that during the next  f ive  year per iod  
the   r a t e  or^ economic a id  delivered by the Commmist countries 
t o  the  developing  countries will remain below the  r a t e  of 
growth o f  the  Connunist economics,  and the gap between the 
ta rge t  o f  1% of  GNP f o r  econonic a i d  proposed by the 
develop.ing'  countries  and  the Comnunist development. .aid 
deliveries,  which i s  already  considerable, w i l l  widen further. 

25, A s  economic and  commercial considerations may weigh 
more hezvily  in  the  deciS.ions of European Communist countries, 

accor-le c i r c m i a n c e s  of  the  case. Such a 
dfvers.ification would not be t o  the 'benefit o f  the  developing 
countries. ComunZst ChSnaPs econonic a id  will continue t o  be 
s~llall in   scze  and heavily  concentrated on a few selected ereas, 
OA the  thole, Communist aid c a n o t  be  expected t o  play  nore 
than 8 marginal  r81e i n  the overal l  effor ts  t o  promote economic 
development i n   t h e  more backward areas, and i t s  share   in  t o t a l  
aid will not  exceed 57-67; 09 the   publ ic   f inancial  means put 
annually at the  disposcl o f  the Third'World countries f o r  
developincntal purposes, unless the Western countries  reduce 
ser ious ly   the i r   a id   e f for t s ,  

Communist leaders more & ? r i l i n g  than -of economic aid, and 
the  number of their   technicians working Zn the developing 
areas could  increase t o  about 25,000 i n   t h e  coming years. "his 
would imply that  developing  nations  could  accept  larger 
numbers of Communist labourers and experts no t  direct ly   l inked 

I' (0 ' t o  spec.ilelc economic development projects  financed with 
Communist a id ,  Some Middle Eastern and African  countries 
might be among those which would accept  larger numbers of  
Communist personnelo  Although  ComUnist  governments may have 
some reservathons  about  the  education and the  technical 
t ra in ing  6f nationals from developing  cowtr ies   in  Communist 
countries, 'such schemes ~€11 probably be continued, 
Henceforth,  they  might SLID more a t  es tabl ishing  t ra ining and 
educa t iona l   fac i l i t i es  i n  the  developing  countries, and 
sendfng personnel t o  staff these  centres, 

:a t he  terns of economtc z%d a r e  more l i k e l y  i n  future  t o  be fixed 

26, The f i e l d  of technical  assistance may appear t o  the 
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27,, Trade  between the  Communist and the  developing 
countries may again  r ise  a t  about 9$-10$ annually, It seems 
that, i n  an e f fo r t  t o  balmce  recent Sovie t  del iver ies ,  
Sovfet  imports will rise more rapidly  than  exports.  Chinese 
t rade might even  expand a t  a faster rate   than  overal l  
Communist trade,   provided  that   the  internal  si tuation remains 
more cr less stable. It i s  hard  t o  see how Communist 
comtr les  would be a b l e   t o  absorb more than 8% o f  t o t a l   t r a d e  
of developing  corntries by the  nid-1970s i f  the Western world 
cont.inuea t o  enjoy a reasonable  degree of  prosperity. 

" 

28, The f ac t   t ha t   t he  Communist countries, as the 
r e s u l t  o f  a concentration o f  e f for t s ,  have managed t o  achieve 
a s ignlf tcant   share  In the   t rade  of  about a dozen countries 
does not mean that they can use this for polit ical   purposes,  
since the Western world could  always  provide  an  alternative 
market'and a source of supply f o r  the  country  threatened. 
Indeed, any attempt .of t he  Communist countries t o  use 

hand, continued  trade, even a t  a low level,  gradually  iaproves 
the respec tab i l i ty  of  Communist countries as trading partners. 

' economic pressure would most probably  backfire. On the  other 

X 

x X 
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X 

X X 

I_._ l!Iotet (On the  basis of the  foregoing  summary  appraisal, a 
number  of  tentative  recommendations for NATO are 
suggested  in pamgraphs 4, 12 and 15 of the  present 
Annex ) 

X 

X X 

POLICY ~ L I C A ~ T X O N S  APTD RECOMETENDATIONS 

1, m e  most  alarming  aspect  of  these  activities  of 
Communist  countries  is  military  aid, It is  in  the  obvious 
.interest of the  West  to  limit as much as possible  the  threat 
of local  conflicts  in the developing  areas.  However,  Western 
countries  are  practically  powerless  as  long  as  the  Soviet Union 
offers 8x1 alternative ES suppliers  of  weapons  on  concessional 
terms  in any potential amed conflict,  The  most  effective  way 
of 1imft.ing arms shipments  would be to  come  to an agreement 
with Communist  countries  about a sèlectfve  international 
embargo. A1.i efforts i n  that  direc.t;ion,  such as the  suggestion 
to regjster, .with  the  United  Mations, arms shipments  going  to 
selected  zreas,  have so fcr fafled  in  view of the  refusal of 
the  Soviet  Union  to consider seriously  any  Western  proposal  to 
that effect, 

2. Even if it  appears  that  agreement  in  respect  of 
cerkin critical  areas  is still very  unlikely,  it  might 
be worthwhile  to  investigate  the  possibility  of a limited 

arms shipments  to non-cr.i-''ical areas,  where so far: 
.V' 0 .  understanding  with  the  Soviet  Union  for  the  registration of 

no major  arms  dcl.iveries  have  been  made  by  ealther 
side, apart  from those  that  could  be  justified  on 
the  grounds OP internal  security; 

- no  conflicts hcve so far emerged; 

* or where  earlier  tensions  have  sufficiently  abated 
so that  the region could no longer  be  regarded as 
critical, 

r 
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3, Both East and Wes-t; would have t o  agree f irst  among 
themselves on proposals f o r  freezing  deliveries  geographically, 
t o  be presented  jointly to the  developing  countries,  possibly 
a t  t he   i n f t i a t ive  o f  the  Secretary General o f  the United 
I\Ja"cons, Tpwo main problems may a r i s e   i n  this connection: 

the  def ini t ion o f  non-critical areas; 

- the   d i s t inc t ion  between arms for in te rna l   secur i ty  
purpmes and those that could be used i n  a conf l ic t  
with another  nation. 

I n  any case, it would be necessary t o  avoid  creating the 
impression that the  industr ia l ised  countr ies  were attempting 

developislg areas i n  a s t a t e  of  military weakness. 
- 1 . .  t o  perpetuat.e the i r  .privileged  posit ion by keeping .the 

4, In copcln%i.gn, .?JATO count-rtes might wish t o :  

(i) exchange fu l l e r  .information within NATO on  Communist 
mi l i ta ry  a i d  t o  developing  countries, s o  as t o  reach 
a commonly agreed  assessment of the  importance of 
this threa t ;  

i:" 

(fi) .improve the i r  exchanges of views on the Various 
problems created by thls type of Communist 
a c t i v i t i e s ?  

(iii) study  further measures tha t  could  be  proposed f o r  
reaching. a l b i t e d  agreement with the Comm-mis t 
countries on the  one  hand, and with the  developing 
countries @n the other. 

EcoaomSc aid 

5, As demonstrated aJi the  various UNCTAD conferences, 
developing  countries are keenly aware of the  urgency of  t h e i r  
economic needs,  but i n  many instances have shown themselves 

and mobilising  resources by t h e i r  own ef for t s  o r  through 
internat ional  a id ,  It .is i n  the i n t e r e s t  of NATO countries 
t o   he lp   t he  Third World, not  only  f inancially  but a l so  
technically and through  educatfonal  assistance i n  the 
tmplmentatiom of their   ' se l f -help? development pclfcies.  
Jc. tnt  ac-kzon i n  this f i e l d  would accelerate this process. 
Although .it is generally  recognised that the  efficiency of 
a id  can be  increased through co-operation,  practically none 
ex,ists SO far between East and West. The impression that  the 
*riich*  countries, bo th  East and West, mfght be  seeking agreement 
%O maintain t he i r  economic  'Lead over  the  developing 'poor* 
c o u n i ~ i e s ,  could  be  avoided by l inking such  co-operation t o  an 

mUtf la te ra1  a id  more rapidly than t'ne  economic growth of the 
donor countries and to impro-Je the  terms o f  aid. If such a 

developing  countries w o a d ,  no doubt, draw the i r  own 
conclusionBo 

. .  
J 10 incapable o f  establishfng'&  reasonable  order o f  p r i o r l t i e s  

9 undertaking t o  increase  the volume of  both b i l a t e r a l  and 

c proposal was refused by thé C o m w i s t  cowt r i e s ,   t he  
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6. Communist governments, which are  extending economic 
aid t o  those  developing  countries f o r  whfch, a t  Western 
. in i t ia t ive ,   spec ia l  aid consortia bave been established, 
could be  tnvited t o  join(1) with a  view t o  harmonising 
assis tance  pol ic ies  with the par t ic ipa t ion  o f  the  developing 
coun t ry  concerned. 

7.. Arrangements a€m€ng at  the  reschedulin o f  debts a t  
the  request o f  a particular  country fzm - ,specTa  -ü.ties 
can best  be carr ied OVA .if a11 the   credi tors  concerned 
par t ic ipa te  i n  these  discussions.  Otherwise,  there i s  always 
the  risk tha t  new credits  extended by one credi tor  which 
accepted  debt  reschedulPng mTlfght be  used t o  reimburse  another 
c red i tor  which refused .a similar .arrangement. . The heavy . . , 

indebtedness of developing countries is giving  cause t o  
.increas.ing concern. At the end o f  1967, i t  reached  roughly 
$2 b i l l i o n  owed t o  Communist countr ies ,   i ,e ,  9.1% of t h e i r  
total   indebtedness  in  respect o f  o f f i c i a l   b i l a t e r a l  loaos(2). 

'* a The rescheduling o f  Indonesiats  debt  in 1966 i s  a s t r ik ing  
demonstration of  the  need f o r  East/West  co-operation, 
Repayment obligations amounted t o  the  Soviet Union t o  
$800 m l l l i o n  (of which over two-thirds was f o r  mi l i ta ry  
deliveries).  Poland  and  Czechoslovakia were also among the 
credt tors ,  The obligations on economic  development loans 
towards the  main Western industrialised  countries was of the 
same order of magnitude, Debt rescheduling  negotiations with 
the USSR have  dragged on over  the  past  years  while Western 
countries  reached - ,  agreements  before the end of 1967. 

8, Recent trends  .in  the  terms o f  Communist a id   tndicate  
a hardening of the  granting  conditions. A t  the same time, the 
Vest has been pressed by aid-giving,  international 
. inst i tut ions and the  developing  countries t o  sof ten   the i r  

(1) Consultative  aid  co-ordination  groups and consortia have 
been fomned f o r  17 developing  countries,  including  the 

the  Soviet Union  Etnd/or East European countries: 
(a) Under s p o n s o r s h a o f  the  Internat ional  Bank f o r  

<a, ; -folLowing, which hcve. .elso. accepted some economic ai,d from 

e c o n s z c t i o n  and-  DeverGmen 
b o n  m = i w m i a  (Kenya, Tanzania, 

UgandaJ, Indic, Morocco, Nigeria,  Pakistan,  Peru, 
Sudan, Tunisia 

(b) Unde? sponsorahi-e Internat ional  Monetary Fund - Ghana 

- Indonesia 
(2 )  According t o  the  calculations o f  the  World Bank reproduced 

in   t he   Les t e r  B, Pearson  report on devel-opment aid,   'Partners 
i n  Developmect', of September '1969. T5is share i s  
considesably  larger  than that o f  Communist a id  i n  world 
t o t a l  due t o  the   fac t  tha.t;, i n   t h e  former, grants play 2 
negl igible   role ,  whUe In   the  West more than  half of the 
a i d  extended  need  not  be  repaid 
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terms o f  a id  (i .e*  longer  maturity,   lower  interest ,   less  ' t ied') ,  
The diverging  evolution mfght tempt some developing  countries 
t o  exploit bo th  a id  somces and t o  use  the  concessional 
Vestern Loans t o  reimbuxse Communist f t i ed '   c r ed i t s .  This 
could lead t o  the   Sovie ts   se l l ing  commodities t o  the 
develop.ing  countries  agzinst payment i n  hard currency 
obtained  through  Western aid, Such a p o s s i b i l i t y  may 
const i tute  a l imi t ing   f ac to r  t o  Western readiness t o  'unt ie* 
and soften i t s  assistance.. Hence the advantage o f  in ternat ional  
co-ordinEtion o f  econmic  assistance t o  dispel  mistrust  between 
vartous  donors  detrimentel t o  the  recipients.  This question 
hcs been raised i n  the  15ux, Geneva, but s o  far   has   not  met with 
any favourable  reaction on the Communist side, Communist 
cow-bries  presumably f e e l  that, by co-ordinating  their a id  
yol ic ies  with Western  countkies,  they might l o s e  t he   po l i t i ca l  
beneflts  they hope t o  derive from their   foreign economic a id  
p o g z m e s  

9,  Mult i la te ra l i sa t ion  o f  aid.haa been presented as a 
' 'a meam of reducing undue p o l i t i s a t i o n  of the developmental 

problems of  the Third World. A t  present,  the  Soviet Union and 
mas-i; of  th0 East European countries  contribute  only  token 
mounts  (less  than $10 mill.iorm annually) t o  a few United  Nations 
p rogrmes .  There is  no Cornmuxist par t ic ipa t ion   in   the  main 
international  agencies  f.inzncing economic development,  such 
os the  Internat ional  Bznk for Reconstruction and Development 
(IBRD), the   In te rna t ions l  Develo ment Association ( I D A ) ,  the  
International Monetary Fund (IF= P o r  t o  the regional 
d.evelopmcnt banks : the Jh%eer-Auerican Development Bank (IDB), 
the Qsirn Development B a &  (.!!s.DB), the  African Development 
Bank (AS.DB). The L. Pemson r epor t  suggests that the 
Western countries should double  the  share of t h e i r   o f f i c i a l  
a i d .  disbursements via  multi lateral   agencies  during  the  next 
f i v e  years 

10, A t  the  time of'the establishment o f  the  A s i m  
Develoyment Bank i n  1967, the  possible   par t ic ipat ion of the 

More recently,   the  African Development Bank has sent  
invi tot ions t o  27 countries,  including  the  Soviet Union, East 
L h ~ o p e c n  countries and China, t o  p a r t i c i p a t e   i n  t h i s  fund. 
ITegotictions a r e  under way. 

,a, Soviet Union was envisagefi,  but  subsequent,  negotiations  failed.. . .  

11, !J!he participc-bfon of Communist countries  in  such 
i n e k t u t i o a s  &S the  IBRD, D A  o r  IMF may present a number of  
-kechntccl d i f f i c u l t i e s   r e s u l t i n g  mainly from the  non- 
conveztfbtl i ty o f  Commmist cmrenc€ear Some t rans i%ional  
ueasmes'might  have t o  be  devised t o  overcome  them. F o r  
instance,  instead of  a contribution  in  convertible  currencies,  
C O ~ L U I ~ S %  countries might pu t  8 given  quantity of goods and ' 

services CL the dispos& of the  re levant   internat ional  agency, 
the v d u c  of which could. be expressed  in  agreed  accounting mits, 
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If such a proposal  psovod  to  be  unfeasible,  the  setting  up  of 
a specinl  fund,  where  ‘ttiedl*  aid  from  various  sources  could be 
treated  multilaterally,  might  be  considered. RAT0 countries 
might  encourage  interested  .International  agencies t o  study 
further the possibility of  attracting  Communist participation, 
possibly  under Q specie1 status during. a transitional  period, 

(.i) study  further the possibility  of  inviting  the 
. .  Communist  countries  “bo,  partfcipate  in: . .  

... consultotive  aid  co-ordination  groups  and 
consortic?  deeling  with  countries  that  have 
already mcepted economic  aid from Communist 
countries; 

on the  rescheduling  of  developing  countries’ 
debt obligctions; 

economic  aid; 

.I future spccial meetings of creditors-countries 

m discussion8  aimed  at  improving  the  terns  of 

(91) exchange views on conditions under which Communist 
countries  night be invited  to  participate  in  such 
nwltilsternl  .institutions as the IBRD and IDA and. 
possibly, as observers, in the  Developnent  Assistjnce 
Comittee of 0323; 

(iii> exchange infomatton on the  negotiations,  past .and 
present, concemixg the  participation of Communist 
coutrfes in -?he funds of the  Asian  and  African 
Development Bk=, 

Crade 
- - . .  

IS, The  recent  trend  discernible in Communist  countries8 
foreign trade  policies  .indicates  their  interest in triangular 
trade  arrangements, !the Poles  have  proposed  to  purchase  more 
equipaent- in the  West  provided  the  latter  increases  its 
purchases of prinary comoaities in the  developing cowtries, 
which, in turn,  would use the hard  currency  thus  obtained  to 
buy  industrial  goods in Poland.  The main  problem of  the 
developfag  countries  rernoins,  however,  to  diversify  their 
exports so as to  include t? larger  share of manufactured  goods. 
Increased  deliveries of tropical  fruits,  semi-durable  and 
durable  oonsumer  goods  (textiles,  footwear), and packing 
mcterfcls  to  Communist  corn-tries  could  serve  to  improve  the 
living stmdard of the  consumer  in  Communist  countries,  Such 
a development  can  only be welcomed  by  the  West,  as  it  favours 
the evolu-bion o f  Communfst  countries  towards  consumer-orfented 
economfeso . 
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14. Various types o f  co-operation i n   t h e   f i e l d  of trade 
hcve been  suggested by some East European countries,  notably 
Hungary. These include  joint   delivery of conplete  plant 

power s tk t ions)  o r  o f .  components o f  important  projects 
tub thes ,   genera tors )  -to Third World countries (e.g. Lebanon, 

Indta),   the  establishuent of  joint   enterprises  in  developing 
cou.ntr.ies, jo in t  narke-king arrangeuents for the  sale of  
cerLa.în commodittes  and  equipment, Stlggestions, some of which 
have  already  been implemented, should  not be discouraged by 
Western c o m t r i e ~ .  

In  conclusfmB XA.TO countries mi.ght wish t o :  

continue t o .  fo.llow. Communist trade .dem.elopmen%s with 
the  Th i rd  World in order t o  ascer ta in   the risks t o  
Western in t e re s t s ;  

encourage the development of jo in t   de l iver ies  o f  
equipment with t h e  East European countries and the 
esta5lfshment o f  jo in t   en te rpr i ses   in  the developing 
areas: 

seek ways o f  encouragjlng the  par t ic ipat ion of 
Communist count r ies   in   the   in te rna t iona l  agreements 
on cer ta in   basic  commodities. 

HATO SECRET 
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I. " ECOITOMIC ASSISTAJKE 

As " MAGNEI?UIIE ABD DIRECTION O F  CO?IIMIJNIST ECONOMIC A I D  

(a)  New Commitments 

During the two years (1967  and 1968) under  review, 
the   to ta l   va lue  of  new econcimlc a id  commitments undertaken by 
Comw-ist countries has been markedly smaller than during 
earlier years, and, on -the bas is  of partial   information so  far 
available f o r  1969, this trend  has  apparently  continued. In  
1967, new credits  extended(1) amounted t o  $340 million, i n  
1968, they  reached $735 mfllion, and werel i n  1969, probably 
of %he order o f  $550 rn9119on. During these  three years, the 
annual a i d  extensions thus averaged only about $540 mi l l ion ,  
as against $1,350 mill ion per annum i n  each of the three 0 preceding  years, 1964-1966, when the record  levels of  Communist 
aid extended a t t r ac t ed  wide a t ten t ion(2) ,  This decline i n  new 
commitments is la rge ly  the r e s u l t  of the  much more cautious 
approach t o  economic a id  adopted in  recent  years by the  Soviet , 

union. 

2, A t  the  end of  1969, out of a t o t a l  of about 
$10.4 b i l l i o n  o f  credi t6  and grants extended  during  the  15-year 
per9od s t a r t i n g   i n  1954, 624: had been pledged by the Soviet 
Union as against  27% by the  East Ehropean countries, in which 
Caechos1ova.ki.a played a leading  r61e, and 11% by Communist 
China. During  1967 and 1968, however, the  share o f  the USSR 
i n  L o t a l  Communist aid exkended  dropped t o  leas  than 455, 
while th& o f  the East European countries,  taken as a whole, 
rose t o  excsed this percentage, and Commqnist Chinese 
undertakings  levelled o f f  a t  about 10$ of t o t a l  new  Communist 
commitments. In 1969, it would seem tha t  the s'izare of the 
Soviet Ufiion i n  the t o t a l  increased,  while, by the middle of 
the  year, no new a id   comi taents  had been  announced by 

construct.ion by China of  the Tanzanian-Zambian railway was 
still not   ava i lab le   a t  the end o f  the year, 

a Communist China. Definit ive  infomatfon'on  the  pro-jected 

3. During the per.€od- under  rev€ew, the main e f fo r t s  
have  been directed a t  the  HIDDLE EASTERN cou'ntries. Over the  
l a s t t h r e e  years,  the most5 outstandin  single  beneficiary wag 
Irw, which was granted $485 million 7$200 million by the  USSR, m mlllfon by Czechoslovzlria, and the r ea t  by Hungary, 

. . .  

(1) The tern  "extension"  refers  to a fomnal undertakb.ng t o  
. "" 

provide goods and services  e9ther on de2erred payment 
terms o r  as grants. Assistance is considered t o  have  been 
extended when an agreement; i s  signed and commits the donor 
country  formally t o  provide  such aid, A c red i t  i s  
considered t o  be ltdravmft when the goods are  ac-bually 
delivered o r  the services  rendered 

(2) S ee 11th Report on Economic Act iv i t ies  o f  Communist 
Countries (C"( 67) 55 and AC/89-W/217) 

-24- 

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



-2 5- NATO COID'IDENTIU 

' B ) '  

Rumania and Bulgaria), These new commitments are  intended t o  
promote the indus t r ia l i sa t ion  of  the  country  in  general and 
the development of  the  heavy industry  in   par t icular .  The 
recipient  country i s  expected t o  repay this  a id   l a rge ly  i n  
the form o f  o i l  and natural  gas,  the  output o f  which is rapidly 
expanding. During the f.irst half of 1969, Ira accepted 
credits  mounting t o  $205 mill ion from the d ov e t  Union and 
the  Soviet Zoze o f  Germmy.  The Soviet   credits ($121 mill ion) 
a re  t o  be  used f o r  the pixcchase o f  petroleum equipment  and 
f o r  technical  assistance,  the c red i t  from the  Soviet Zone 
($84 m i l l i o n )  f o r  various  factories,   cornmicatton and 

Among the  other   recipients  

from Communist China i n  
($25 mill ion from 

from the  Soviet Union i n  

4. The most s t r i k ing  new development i n  Communist 
economic zfd t o  AJ?RJCA during the  recent past was undoubtedly 
the commitment unTrXken by Co.munist China t o  a s s i s t  
Tanzsnia and Zambia in   buflding a 1,750 km long  railway  link 
between Daz-e-aa  encl the  Zambian copper be l t ,  The 
Chinese o f f e r  came af te r   negot ia t ions  with Western  governments 
and private  consortia had fai led.  In September  1967,  an 
agreement i n   p r i n c i p l e  was reached and survey and design work 
was nearly completed by the end of  1969, The s i z e  and the 
repayment conditions of the  interest-free  loan extended by 
China were s t f l l  unknown at  the time of the preparation of 
this report,  but it was already  c lear  that it would be the 
largest   s . ingle aid project  ever  attempted by China, The 
est.jlmated t o t a l  cost o f  the  project  had been put a t  
$260 mill ion by Western experts   in   ear l ier   years ,  of which 6O$ 
might  have t o  be accounted f o r  by Tanzania  and 4% by Zambia. 
"he  envisaged  transport  cqacity of the l i n e  would be 
suff. icient t o  meet Zamb.ian needs and leave  spare  capacity f o r  
!3?Panzarmiors projected  mineral and agr icu l tura l  developments i n  
the  southern highlands. 1% may be recal led that  i n  Mey 1967 
the USSR exten6ed $6 millfon t o  Zambia f o r  s c i e n t i f i c  equipment 
and- ess is tznce (both economic and technical)  i n  ru ra l  
electrif .5cation and roeGbuïlding,  but by June  1967  Chinese 
n id  hcd elready taken  the  lead: a $17 mil l ion  interest-free  
loan  wcs-extended t o  cover the equipment cost o f  various 
projects, and China has since continued t o  concentrate i t s  aid 
m d  t r ade   e f fo r t s  on this African  regim, The Tmzam rcilway 
project . I s  t! major po l i%ica l  investnent, and a f a i l u r e  would 
be par t , icular ly   ruinous  for  Chinese  prestige. 

5, Apart from this major  venture, a $50 m i l l i o n  c red i t  
extended by Ceechoslovckfc t o  Al e r i a   i n  1967 might  be  mentioned, 
Loans by various East J 3 u r o p e a n h i e s  were granted  to TusLa&, 
mou?t.ing t o  $52 million .in 1968,  and t o  Sudan ($37 m i l l i z n  
1967 and an addi t ibna l   c red i t  o f  an u n k n o w n o u n t  extended by 
the  Soviet  Zone of Gernany .in  1969). In  Gainea, Mali, 
Mauritmic! and  Sene a l  ninor  amounts were reporte-extended 

Comwlis t  China, 
m l a s t  + ree  years both by the Soviet Union and 
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6,. Ss far as ASIA i s  concerned,  Afghanistan,  traditionally 
a major  recipient o f m t e t  aid,  obtained  in 1968 a new line 
of crodzt  of $132 million from the USSR for industrial  projects 
under .its third five-yem p l m .  Pakistan  received  additional 
Chinese  loans in 1967 ($7 M l l i o n m %  1968 ($42 million) 
and more  recently, in 1969, a new Soviet  credit  of 
$20 mfllion. By the end of 1969, Communist  China  had  thus 
extended  to  this  country  s.ince 1954 credits mounting to 
$109 mfZlion as against $203-1 million  extended  by  the  Soviet 
Union. I n  Ne al Communist  China  reasserted  itself as the 
nain  source "Fe O omn1mia-t c i d  by  adding  another $2 nilfion  to 
the  $63  million  credits  cxtended  earlier. 

7. Hew economic aid commitments  to  LATIN  AMERICA  were 
undertaken  largely  as par t  of  the  renewed  trade  interest of 
the  Soviet  Union  and  the  Xast  European  countries in this  arear 
Chtle  obtained in 1967 a $55 million  credit  from  the  Soviet m and another $5 million from Czechoslovakia in 1968. 

received $10 million from Hungary  in 1967 and 
' *, lion from  the  USSR .En 1969. Ecuador  accepted $5 million 

Prom Czechoslovakia  in 3967 and $5 m m f r o m  Poland  in 
1969; flroentina  $5  million from Poland in 1968, Peru $6 million 
from CE*ojzakia in 1969, and  Colombia $2.5 m m o n  from  the 
USSR in 1968. 

8. Alfhough  the  number of recipient  countries  has  been 
growtng  steadily  ever  s.9nce 1954 to  reach, by the  middle of 
1969, 8 "cota1 of 42 comtxtes accepting  Communist  credits,  one 
of the main characteristics  of  this  aid  remained  unchanged: 
.its concentration on a limited  number  of  selected  countries. . ' 

Out of the $10.4 billiosn so far extended, 36% was  allocated  to 
two corntriest  ïndfa am3 the UAR. Three  countries  (Iran, 
Indonesia and Afghanistmi)  absorbed  another 25%. Among  the 
remaining important  benefzciaries  of  Communist  aid  are:  Iraq, 
Syria and Pakistan, In Mrica, which  accounts  for 17% of total 
co~~~~ftme~~ts, Algeria,  Ghana,  Guinea  and Mali are  the  major 
beneficiaries  of CommunSst aid so far promised. - a  9. It would  appear  that  the  main  target of the  Soviet 
Union and the  East  European  countries*  aid  activities  remains 
%he  Middle  East  and  adjacent  MuslZm  countries  such as 
Algeria  and  Tunisia in the West,  Afghanistan  and  Pakistan  in 
the East, Sudan in the South. Apart  from  its  traditional 
interest in Asian  neighbourlng  countries (Pakistan, Nepal, 
Cambodia),  Communist  Chfna'  devotes  particular  attentioa  to 
the H o r n  of Africa (Ugendc, Kenya,  Somalia) and adjacent 
axem, 2s was recently  highlighted by the  announced  assistance 
to Tr?nzmia and Zambia, as well as to  South  Yemen. 
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ECONOMIC AID  EXTENDED BY COMMUNIST COUNTRIES 
AIDE  ECONOMIQUE DES PAYS  COMMUNISTES - ENGAGEMENTS 

(1954 - 1969) 

( IN   M ILL ION US $) - ( E N  MlLLlONS D€ $ U S )  

O 

I 638 I 

COMMUNIST CHINA 
CHINE  COMMUNISTE 

312 

O 

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

( I )  Pmvisional estimate on the b a s i s  o f  half  year's  results 
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(b) !I!he .Implementa"con  Record 

10. References t o  the s i ze  and trends of economic a id  
rlextensionsff(l)  are o f '  i n t e r e s t  as they   cons t i tu te   o f f ic ia l  
declarglions of in ten t ,  formally agreed by  bo th  donor and 
recipient country, and thus provide a valuable  indication as 
t o  the   l ike ly   d i rec t ion  end scope that Communist economic a i d  
del iver ies  may toke  in tho  coming years. These f igures  do 
not provide, however, a y  evaluation o f  the flow of  a i d  
ac'cmally received by the  less-developed  countries. While 
new nid exteEsions  are  widely  publicised by the Communist ' 

donor countries,  offîcicl  .information on the  annual amounts o f  
aid u"cilSsed is scanty and geuerally .Lacks..pz.ecXsion. This . 
leaves Western experts with the   d i f f i cu l t   t a sk  of estimating 
what the  less-developed  countries  are,   in  fact ,   obtaining 
from the  Communist promgses. 

11. There was a rap.idlg growing gap between the volume 
o f  CommmSst a€d pledges  and  actual  deliveries  during  the 
period 1954-1961. Drawings exceeded the low l eve l  o f  new 
extens.ions i n  1962  and 1963,. But, when commitments reached 
new records  during  the  next  three  years,  the gap  between 

and flfulfi lmentn widened again markedly, and has 
sfnce  remined  very  large, At the end o f  1969, o f  t h e   t o t a l  
$10.4 b.iLllton economic aid extended s ince 1954, only  about 
$4.4. b i l l i o n  had ac tua l ly  been drawn. 

12. A considerable -time lag between the  "extension" of 
Q credt t  and its a c t u a l   u t i l i s a t i o n  by the  recipient  less- 
developed country is  typ ice l  of  most a id  programmes, Western 
and Cominunist alike,  Shortcges o f  technical skill and o f  
t ra ined,   adninis t ra t ive 2nd managerial  personnel  delay  the 
implementz-bion of a id  projects,  To deal with these problems, 
Communist countries from the beginning of  the i r  a i d  progrmpes 
hme  prov.iaed  the  developing  countries with technical  
ass .%stace ,  but they hcve m m  into  unforeseen  difficultAes, 
Soviet economic l i t e r a t u r e  has discovered rather receptly one 
09 the  most pers i s ten t  problems  connected with aid programmes: 
the  l imited  capacity of  recipient  coun*ri.es.. t o  abaorb new 
capi ta l  goods. Most of  t'ne less-developed c o w r i e s  have 
been unable t o  provide the local  currency  counterpart that 
the Xmplementation of  e i d  projects  required, The Soviet 
Union has had re luc tan t ly  t o  extend  about 5% of its t o t a l  a i d  
del iverfes   in   the form or" commodities i n  order  to   genera te   a t  
l e m t  part o f  the lo sa l  ourrency component needed f o r  this 
purpoee* The very  nature o f  the large  scale  Communist aid 
projects Tias ~ L S O  p l a y e d . f t s  role   in   explaining  the time lag  
between extension and zc tua l  drawing, For instance,  the 
ftrst Soviet   credit  f o r  the  Aswan D a m  project  i n  the UAR was 
extended .in December 1958, Work d a r t e d  i n  1960, and the 
ent i re   project  will repor%edly  be  completed by nid-1970, 

(1) See footnote (1) on page 24 
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Drcwïngs on these   c red i t s   s ta r ted  $lowly two years   a f te r  the 
s i g n a t e e  of the first agrement,   reached  their  peak i n  
1964-65, when the  first repslynent instalment was apparently 
nade, decl ined  in  1966, but regained momentum i n  1967. Thus, 
&wrings on  these  credi ts  will have  been  spread  unevenly  over 
c period o f  1 2  years, clthough, i n  this par t icular   cme,   the 
project might be  completed  ahead o f  schedule. 

13. On the whole, t h e  speed of  Communist economic aid 
implementation  conpared rather   poorly with Western aid. The 
%zmkeytt  type of arrangement, which had long  been  associated 
with Westérn assistance,  providing  not only f o r  del iver ies  of 
equipment, material and technical  a&vice,  but a lso of  
building and insta33wt.-fon, was only dtscmemd-by %Be' Soviet 
Union Zn 1961, While, .in the past, the  Soviet Union had 
sought t o  reduce its respons ib i l i ty  for project implementation, 
more recently,  fewer lerge scale  unspecified  l ines o f  c r ed i t  were 
extended and more careful  consideration  given t o  the 
suitability of  t he  proposed projects,  It may be noted, for 
instance, that  i n  1968 the USSR deferred  undertaking f i r m  a id  
commitments to  Brazil ,   Nlgeria and Pakistan,  pending  the 
outcome of  extensive  feas . ibi l i ty   s tudies ,  

14.. At the  end o f  1969, the backlog of unuti l ised  credi ts  
had accumulated t o  a record of nearly $6 b i l l ion .  ThSs amount 
would be suf f ic ien t  t o  keep  the Communist aid programmes 
running for the  next 13 y e a s  at  the rate of implementation 
presently  prevailing, even .if no new commitment  were t o  be 
undertaken by the  Communlst countr ies   in   the coming years, 
The r a t e  of  u t i l i s a t i o n  o f  c r ed i t s  extended by Communist Chfna 
(!X)$) wag s l igh t ly   be t t e r   t han  that  of Soviet aid (46%). The 
apparently  poor  performance of East European countries (less 
than 40$ 09 the a i d  extended was drawn by the end of 1969) 
results, i n  part, from the f a c t  that these  countries  have 
entered  seriously  into this f i e l d  of  act ivi t ies   only  during 
recent  years: 55% of  to ta l   mount  of East European cred i t s  
were extended  during  the last  five  years,  

(c) Economic Aid Delitveries i n  1967  and  1968 

15, Annual drawings of Communist  economic a id  by 
developing  countries  increased  gradually between 1954 and 1964, 
when they  reached  their  peak of about $560 million, and have 
steadily  declined  since t o  $490 mil l ion   in  1966, $465 mzllion 
in 1967 and $426 mil l ion   i n  1968, They may be  estimated a t  
a5au?; $450 mi l l ion   in  1969,' This decline  results  mainly from 
a &ea- reduction i n  aj.6 fieliveries from the Soviet Unlon, by 
fa? t h e  mest important eotwce of  Communfst economic aid, Aid 
deltvefies by Communist a h a  were also reduced i n  comparison 
with the peak reached i n  2966, while  the-East Euro?ean countri-es 
hzve sonewhat improved tl1ei-c performance a f t e r  that  yearo 
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GRAPH II - GRAPHIQUE I I  

ECONOMIC  AID  DRAWN BY DEVELOPING  COUNTRIES  ON  COMMUNIST  COUNTRIES  COMMITMENTS (1954-69) 

AIDE  ECONOMIQUE - TIRAGES DES PAYS EN VOlE DE DEVELOPPEMENT SUR L E S  ENGAGEMENTS  DES  PAYS  COMMUNISTES (1954-69) 

CUMULATIVE  TOTAL  EXTENDED 
BUT SO FAR  UNUTILIZED  CREDITS 
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Estimated  Drawings by Developing  Countries  on  Economic Aid 
commitments u n d è i m e n  by Communist  Countrie? 

- 1954-1959 

1954 
1955 
1956 
1957 
1958 
1959 
3.960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969(1) 
EOTAL 
2s $ of total 

EOl?ffi 
Extended 

. .  

_1 

Total 

.- 1 
3 
32 
52 
125 
152 
149 
241 
359 
434 
5 50 
526 
500 
465 
426 
445 

4,460 
(100) 

10,437 
(100) 

East ern 
Europe 

. .  . . - 
1 
6 

15 
22 
14 
29 
44 
87 
57 
113 
89 
83 
97 
119 
108 

884 
(20)- .. 

2 860 
( 2 7 )  

Communist 
China 

- 
19 
7 
6 
26 
11 
10 
14 
23  
66 
80 
90 
76 
55 
65 

548 
. . .( . . 

1,098 
(11) 

Cumulative 
Outstanding 

Credits 

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



- 30- NATO CO.I!?TIDENTIAL 
P 

16. mis overall   decline i n  Communist economic aid 
deliveries  during  recent  years should not, however, hlde the 

' f a c t  that i n  some cases  deliveries have not  only  continued a t  
their  previous  level  but have  even  been  stepped up. In  addition 
t o  a somewhat reduced,  but,  nevertheless,  important, flow of 
Soviet a id  t o  the UAR, Indfa and Afghanistan,  deliveries t o  
Iran and Algeria gatkered speed,  while  those t o  Syria and 
Somalia were reactivated, Similarly,  East Evropean delfveries 
t o  Iran and Syria were added t o  the  constant flow t o  more 
t radi t tonal   recipient   countr ies   such as the UAR, India and 
Indonesia (where a id  from other  Communist sources had faded 
awes)*  Commuist  Chinese hain aid recipients,  such as Nepal, 
Cambodia, Ceylon  and Yemen, continued t o  draw s t ead i ly  on the 
c red i t s  extended,  but an a c c e ~ ~ ~ ~ k o n L , - i n . , . ~ ~ e   g a c s  of--ëkeEivefie's+ 
t o  Pakistan and t o  some African  countries,  such as Tauzania, 
was noticeable. 

' 0  
17. The general  direction  of economic aid del iver ies  

during  the last three years has not,mdergone any major change. 
From. the  Soviet  Union, more than half o f  total. a id  del iver ies  
went t o  e E a s z  countries  (mainly  the UAR and, more 
reccntly%n). As before,  one-third went t o  Asia (India, 
Afghanistan) and about 15% t o  Africa  (Algeria,  Somalia), The 
geographical  distribution of  a id  f rom East Euro ean  sources 
f o l l o w s  c losely  the  pat tern  set  by theme*: nearly 
60$ went t o  Mittdle Eastern  countries (UAR, Syria,   Iran),  
roughly one-third t o  Asta (mainly Indfa and Indonesia), and 
about 676 to   Afr ica  (Ghana, Guinea, Tunisia,  Algeria);  token 
amounts w e n t  t o  Brazi l  and  Argentina. Economic aid del iver ies  
by Communist China  have rather   different   dest inat ions:  more 
than half of tbem are concentrated on Asian countries (Nepal, 
Pakistan, Cambodia, Ceylon), Most of  the  other half goes t o  
Africa  (Tanzania, Algeria), while, i n  the  Middle East, Yemen 
remains the  main ta rge t  of  Chinese aid.  I n  consequence, 
although t o t a l  Chinese de l iver ies  amounted t o  Less  than a 
ua r t e r  of  the Soviet   onesj   in  a number o f  African  countries 
anzania, Zambia, Uganda, Mauritania, Mall) and i n  Nepal, 

. *  9r they  exceeded  the f low of  Sovfet aid. 

. ... . . 18, Although d e t a i l e d   i n f ~ - ~ ~ o n ~   - 0 n " t - e  cd@pd'Qi.tt.on .of ~. . . "  :,'...: 

Communfst aid del iver ies  is scarce,  according t o  Soviet 
sources, 23011% 70% of  delfver ies  from the USSR concern hemy 
industry,  Ferrous and nonkferrous  metallurgy,  hydro and 
W z m a l  power, engineering ard metal working have t r ad i t i ona l ly  
been the  sectors  specizlly  favoured by Soviet aid, Light 
industries,   transport  and  communication, agr icu l tura l  
eq7cipmentt account f o r  about 20$, while  the  remaining 10% 
consists  mainly of dcliverltes o f  commodities and foodstuff, 
non-project  technical  assistance, and financial. aid,  such 2.3 
funding of  trazCe d e f i c i t s  or cash  loans,  Eaet European a i d  5s 
spread in  smaller  anounts  over a l a r g e r   v a x e t y  of projectg, 
and del iver ies  under economic a id  agreements f o l l o w  closely 
the  foreign  trade commodity patten1 of  these  countries. 
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C_ONTRIBUTION OF VARIOUS  COMMUNIST COUNTRIES IN  TOTAL COMMUNIST AID TO THIRD WORLD 
CONTRIBUTION  APPORTE€  PAR  LES  DIVERS  PAYS COMMUNISTES A L'AIDE COMMUNISTE AU TIERS-MONDE 

(1954 - 1969) 

EXTENDED - ENGAGEMENTS 

TOTAL 1954-1969 
$ 10,437 million 

(100) DRAWN - TIRE 

TOTAL 1954-1969 
$ 4,460 million 

(43 % o f  extended) 

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

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

Extended - Engagements : 

6,s billion 
EAST.  EUROPE - €UR. D E L ' E S T  

TOTAL 1954- 1969 
Extended  *Engagements 

2,9 billion 
C. CHINA - CHINE C. 

TOTAL 1954- 1969 
Extended - Engagements 

1,l billion 

Inutil isé 

jusqu ' ic i  
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Deliveries of  l i gh t   i ndus t r i a l  equipment play a l a rge r  r61e 
than  in  Soviet   aid,  Each o f  the East European countries 
expor t s ' i t s  own special  range of cap i t a l  goods. Tor instance, 
m a n i a ,   a p a r t  from l igh t  . industr ia l   capi ta l  goods and 
agr.icultura1 machinery, has concentrated on o i l  exploration 
and exploitation equipment$  Czechoslovakia on machine building, 
t ex t i l e ,  shoe  production and food processing equipment and 
plants. Communist China has been interested  in   labour   intensive 
projects  -ding, experimental  agricultural schemes) as 
well as . in del iver ies  of l i gh t   i ndus t r i a l   p l an t s   ( t ex t i l e ,  
food  processhg, cement)  and, i n  i t s  e f for t s  t o  outbid  the 
Sov.Set Union, has no t  hes i t a t ed   t o  extend commodity loans o r  
even cash t o  a number of  countries where the USSR had shown 
some reluctance t o  provide "t'lis- 'type"oT f inanc ia l  as'sI.Btrznce, 

3 

(d)  Technical  Assistance 

l -  

19,  Apart from the role  played by technicians employed on 

t o  absorb capital  investments  delivered by Communist countries, 
increasingly  large numbers of teachers,  advisers,  planners and 
doctors  have  been sent  in  recent  years,  mainly to  African 
countries, t o  assist i n  nonbproject work. Contrary t o  Western 
practice,  Communist technical   ass is tance is  seldom provided on 
a grant basis, A l l  costs,  including  salaries,  allowances, 
travel,  medical  care and Insurance, are considered as par t  of 
the cost  of  the pro jec t  t o  be reimbursed with in t e re s t  under 
the conditions  governing  the Communist loans, Non-project 
personnel f o r  which the réc.fpient  country  kas t o  pay are sent,  
u d e r  spec.ific  agreements, or even, as i n  the  case of East 
European technicians a t  work in Libya and Tunisia,  under 
oommsrcial contracts, The only exceptions  to th i s  ru le  of  
deb.it.îng  the  cost of technfcal   ass is tance t o  the  recipient 
countFy are  those  result . ing from "gif t"   projects ,  which on ly  i n  
the  Chinese Communist aid programme have any significance. 

0 development p ro jec t s   i n   a s s i s t i ng   t he  a id  recipient  countries 

., a 20. The  number of c.€v.ilian  technicians a t  work i n  
developing  countries  has  steadily  increased  over  the  years, as 
the  volme o f  aid de l iver ies  expanded from 1954-19.6.4. 
However, when t h e   l a t t e r   s t a r t e d  t o  decl ine  in  1965, the  
sending  of.non-project  personnel  allowed Communist technical 
ass is tance,   in  terms of  numbers o f  technicians a t  work i n  
developing  cowtr ies   to  grow fur ther  and t o  reach i t s  peak 
i n  1966, when an estimated 22,200 c iv i l i an   spec ia l i s t s  were 
repor ted ly   a t  work i n  at l e a s t  34 different  countries,  Since 
then, %hi6 number has tbnded t o  l eve l  o f f  a t  about 21,200 in 
1967  and 20,900 i n  1968, although spread  over 43 cquntries, 
During the  f irst  half of 1969, t h e   t o t a l  nuaber of  Soviet 
experts  continued t o  dec1ine;mainly as a r e su l t  of the 
temninat.ion of a new stage cf work a t  the Aswan Dam i n  Egypt, 
but this was more than compensated by increased numbers o f  
Chtnese labourers and a moaest  growth in   t he  number of 
techlzical  assistance  personnel from Eastern Europe. The 
overa l l  result was tha t  t h e  number of techaicians from 
Comunist   countries  at  work by mld-1969 reached 21,585, a higher 
figure than fa 1967, but below the 1966  peak. During  1969, 
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only  43$'of thfs personnel  (9,285)  consisted of Soviet 
citbzens,'one-third  (7,385) came from Eastern European 
countries, and nearly FZ quarter  (4,905) from Communist China, 
Thus, i n  comparison with the  volume o f  aid deliveries,   the 
technical  assistance component plays a larger r 6 l e   i n  East 
European and, more i n   p a W c u l a r ,   i n  Chinese a id  programmes 
than  . in ' that  of  the  Soviet Union. It shculd be noted, 
however, that the   f igure  f o r  Chinese  technicians  includes large 
numbers o f  labourers  in  charge  of  construction works (road and 
railroad  building, for .fnstance) whose technlcal skil l  caa 
hardly  be compared with technicians  in   the Western sense o f  
the  worde 

21, The heavy  concentra&hon of. -techn&cians... i n  a few 
countries has been a constant  feature o f  Communist technical 
ass.fstance programmes, but the  selected  countr ies  have been 
changing  over  the  years. t h i l e ,   i n  1962, one-quarter  (2,365) 
o f  the  c tvi l ian  ass is tame  personnel  from Communist countries 
was located  in  nine  Africzmcountries,  by the middle o f  1969, 
more than half (113@3] 02 the to'tarwere  reportedly a t  work 
i n  22 African countries3  Algeria (2,820), Libya (1,970), 
!Cunisis'(1,640)  and Malt (1,780). In the Middle East, where, 
in  1969,*nearly  one-quarter  of a l l  the t e c m r e  
occupied, the  reduction of  those  in   the UAR (2,000 i n  1967; 
1,200 i n  1969) was pa r t ly  compensated b increased numbers i n  
Iran'(from 800 i n  1967 t o  1,385 i n  1969  and Iraq (from 850 
t o  1,040)e Syria kept Its number of Communist technicians a t  
755, In  Asia, the f igure f o r  L969 (4,8603, representing 
roughly o z i f t h  o f  the ' to ta l ,  shows a rnayked decline  since 
the  peak reached i n  1966, as a r e s u l t   e i t h e r  of the 
completion  of  various  important  aid  projects, as in   Ind ia ,  
Afghanistan and Nepal, or of  the  pol i t ical   decis ion  taken by 
Asian countries t o  reduce Communist a i d  (Burma, Indonesia). 

22. The country  employing the   l a rges t  number of  Soviet 
technicians  in  1969 was Algeria (2,000), where they were 
assigned  mainly t o  medical,  education, o i l  and mineral 
exploration  duties. O f  the  9,285  Soviet  technicians working 
i n  35 d i f fe ren t  developin.. countries, 2?$ were loca ted   i n   s ix  
Middle Eastern  countries ~Iran~-Wk€.-~~'.F- ? laq;- ' "  Syria, Yemen and 
South Yemen), where they  are  mainly employed on development 
projects:  (1,000 o f  them had been working till the  end of 
1968  an  the Aswan Dam in Egypt, several  hundreds on a gas 
p. ipel lne  to  be b u i l t   i n  Iran, and similar numbers  on *he 
Buphrates Dam in   Syria) .  Large groups of Soviet   c ivi l ian 
personnel were s t i l l  a t  work i n   Ind ia  and Afghanistan, 
notwithstanding a noticeable  retiuction  over  recent  years. 

technical  assjestance was heavily  concentrated on 
absorbed about 72% of  a l l  East European  ex e r t s :  

par t icu lar ly  Libya  (1,970),  Tunisia  (1,430)  and  Algeria P 720). 
In Libya  and  Tunisia,  the m a j o r i t y  o f  them were employed as 
skelled  lzbourers9  technical o r  medical  personnel  not  linked 
-to a spec.ific economic a i d  project. Some 55% of  the Chinese 
technictans and labourers were loca ted   in   four  c o u n t r m  
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equatorial  Africa:  Malt.$  Tanzania,  Guinea  and  Zambia.  Large 
contingents o f  Chinese  carried  out  preparatory  works f o r  the 
Tanzanian-Zambian  railway,  and  others  were  assigned  to 
agricultural  developmeat  projects  in  Mali.  Most  of the rest 
of  the  Ch€nese  technical.  assistance  teams  were  working on road- 
buildfng  Sn  Pakistan (l1Q0O), Nepal  (560)  and  Yemen (4QO), and 
smaller  groups on various  projects  in  Congo  (Brazzaville), 
Afghanistan,  Mauritania,  Algeria  and Cmbodia, 

23,. Q striking  feature  of  Communist  technical  assistance 
has  been  its  growth  independent  of  aid  deliveries.  Libya  is 
an example of this, Unt.51 mid-1969,  the  country  did  not 
accept  any  credits  from  Communist  countries,  but  technical 
asststance  personnel  were s.ent.'in'in~easing..numbers';from.'the 
East  European  countries, so that,  by  that  time,  one-quarter  of 
ell their  nationals  engaged on tecbfcal aid in develop$ng 
countries  were  working  there - the  largest  group of East 
European technical  personnel  in  any  single  country. In this 
way, a certain  gap  in  the  system of East  European  economic 
slid t o  the Muslim  countries  stretching  from  Algeria  to  Pakistan 
has  been  filled. 

24, On the  whole,  technical  assistance  personnel  from  the 
Soviet  Union  and  the  East  Lbropean  countries  have  been 
favourably  regarded by the beneficiaries.  !hey have  been 
praised f o r  accepting  difficult  working  condftions, f o r  their 
performance  in general, and for  avoidîng open proselytism of 
the  Communist  regimes,  Concern was, nevertheless,  expressed 
.in some  cases  about  the  large  numbers of Soviet  technicians 
needed  to  implement a project,  and  the  financial  burden  entailed, 
China  has  been  extending  technical  assistance  with  less  caution 
than the Soviets.  Chinese  personnel  have  been  used on 
projects  requiring  less  skill  and  more hard labour.  There is a 
suspicfon  that  Chinese  labourers  sent  abroad  may  be  tempted  to 
engage .in cruder  forms of propaganda,  but in  the few cases 
where  the  withdrawal of labour was actually  requested  (Burma 
and  Indonesia),  this  was, no doubt,  the  consequence  of  the 
deterioration of political  relations  with  China  rather  than 
its cwse. 

25. 5 e  Communist  countries  have  certainly  gained 
politiccl  benefits by sending  technical  assistance  personnel 
ab~oad. m e  Western monopoly in  this field has  been  broken, 
and  Comunanist  ideas  and  technical  achievements  have  been 
demonstrcted In countries.  where  their  existence  were  hardly 
known of previously. Among the  beneficiaries,  coctact  with 
Soviet  and  Chinese  techr-icians  and  labourers  generates  mixed 
feelings  towards  Communist  institutions and their  system of 
values,  Competition  between  the two major  Commuaist  powers 
has been  detriaenta1  to  both,  Nevertheless,  as  difficulties, 
delcys  and  inefficient use of equtpment  delivered  are  generally 
blamed on the  donor  country,  regardless  of  the  share of 
responsibility of the  rec.ip.€ents,  technecal  personnel  have 
played a major role in est~blishing the  reputation of Communist 
economic aid, Furthermore,  these  experts  and  skilled 
techn9cians  have  built up .important personal relationships  with 
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GRAPH I V  - G R A P H I Q U E  IV 

NON-MILITARY  TECHNICIANS  FROM COMMUNIST COUNTRIES  IN  THE  DEVELOPING  AREAS' 
( M e m b e r s  a t  work a t  the e n d  of  each  year) 

TECHNICIENS  NON  MILITAIRES  DES  PAYS  COMMUNISTES  DANS  LES  ZONES  EN  VOIE DE D E V E L O P P E M E N T  
(Ressort issants  en  poste à l a  fin de  l 'année  considérée) 

24 

22205 
22 SOVIET UNION 

UNION  SOVIETIQUE 

20  EAST  EUROPEAN 
EUROPE DE L ' E S T  

18 COM. CHINA 
CHINE  COMMUNIST€ 

16 

14 

12 

10 9465 

6210 

14475 

7680 

1781 O 

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

......... ......... n ......... ......... ......... ......... ......... ......... ......... 

21170 20920 
21 575 

1958  1959  1960  1961  1962  2963  1964  1965  1966  1967  1968  1969  (1) 

For more detailed  information see Tables VI and VI1 a t  annex 

Pour plus de précisions, voir Jobleaux VI  et VI/ en onnexe 

(1)  At work mid-1969 
En poste mi-7969 D
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indivi6urls of the  host  countries,  who  may,  at a later date, 
occupy  leading  functions  .in  their  respective  countries:  the 
Soviet  Union is known  to h m e  made  special  efforts  to  place 
personnel as advisers  to  influential  officials in  key 
ministries  and  on  important  projects,  Although careful.  to 
avoid the appearance of engaging in subversive  activities, 
technical  assistance  personnel  from  the  Communist  world  are 
undoubtedly  exerting  influence  in  directions  favourable  to 
Comunfst aims. Back home, the exp.erience  gained  by  this 
personnel  can, in turn, be  exploited  by  the  Communist  foreign 
aid  policy  makers  to  improve  their  understanding  of  the 
ac-i;ucl problems  facing  %he  various  developing  countries. For 
these  reasons,  it is likely  that  technicians  will  continue to 
be sent abroad  in  increas.ing'numbera and -that the  'importance 
of  personnel  relative  to  other forms of aid  will  grow, 

{e) Academic students and  technical  trainees 

26. Since  1956,  various  technical  training  schemes  have 
been  organized in Communist  countries  for  skilled  workers, 
technicians  and  adminis-brative  personnel  from  developing 
countdes; on  their ret- home,  these  people  will  be  employed 
on  projects  set up with  economic  aid  from  the  Communist 
countries. In 1968, ou% of a total of about 1,650, includipg ' : 
1,500 new'arrivals, 70$ erne from  the UAR, Afghanistan,  Iran 
and India, where  the  Communist  countrdes  have  major  projects 
under my. ' Since  the  s-bort'of  this t y p e  of technical 
assistsnce, an estimated 18,000 national8  from  developing meas 
benefjited from  such  trctning  programmes  by  the end of  1969. 
The Soviet  Union  has  in€tiated  the  building  of  technical 
training  facilities  inside  the  developing  countries.  During 
the last  few years: 20 technical  training  establishments 
have so fsr been  built by the USSR and a further 20 are  now 
under  construction, most o f  them located in countries  where  the 
Soviet  Union  has  undertaken  major  projects. 

27, Compmed with  the  1,650  technical  trainees  from 20 
different  developing  countries,  about 16,000 academic  students 
from 76 different  countries  -were  reportedly  following  more . 
prolonged  studies in the Com~W.s% countries. So -far, 
Comunist programmes for ccademic  students have enrolled about 
53,000 students, of which  some 70% have been  tratned i n  the 
Soviet  Union,  Communist  China,  whose  academic  training  schemes 
have  been  practically  abandoned  since  the  cultural  revolution, 
cccepted no new  students  .in the  years  under review.  The 
number of students  going -bo the USSR has  declined  over  the  last 
feGr years'as  Moscow  aims  apparently  at limitilng the  number t o  
11 000-12,000, the level  reached.in 1965. Although  more 
seiect.ive than  in  the pest, the  Soviet  programme  continues t o  
accommodate a number  of  those  students  who  lack  the  financial 
and  education  prerequisites for entrance  into  Western  high 
schools  and  universities. Half of  those so far trained  cane 
from  African  countrles,  ebout  ons-quarter  from  the  Middle  East, 
about  ane-sixth  from AsLa, and the  remaining  one-tenth  from 
Latin  Amer.ica, 
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28. The educational programmes aimed a t  training  students 
from developing  countries i n  Communist countries  appear  to be 
yie ld ing   less   sa t i s fac tory   resu l t s  from the Communist point of 
view than  sending  experts abroad. Indoctrination  courses  have 
had t o  be  discontinued .fa some cases a f te r  of f ic ia l   p ro tes t s .  
Students have  complained  about  language d i f f i cu l t i e s ,  poor 
l ivtng  condi t ions,   severe   securi ty   res t r ic t ions and r a c i a l  
segregation. Some of these young people seem t o  have  been 
dis.illusioned by the  contrast  between ideals  and Soviet   practice 
o r  even by the educational programmes of fered   a t   the  Communist 
academic . inst i tut ions,  The impressions gained by these 
students i n  the USSR and other  East European count r ies  could 
well  tamrish  the image of Commwnist societ ies   prevalent   in  
developing  countries, iVeverthe1es.s~;~" it  seems unlikely that ._ , ... 
extended  periods  of  exposure t o  Communist environment would not 
leave some posi t ive marks, Personal l i n k s  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 
ra ther  poor results achzeved by their  educational programmes 
\ti11 probably  induce the Communist foreign  aid  policy makers 
not t o   i nc rease   t he i r   e f fok t   i n  t h i s  f i e l d  above the  present 
levels,  On the  other hand, the building of educational and 
t r a5n ing   f ac i l i t i e s  ins3.d.e the  developing  countries is l i k e l y  
t o  be intensif ied,  

. .  

- a  

B. THE ?'BURDEN" OF ECUNOP'IIC AID ON THE COMMUNIST ECONOMIES 

(a)  Share of GNp devoted t o  economic aid t o  the  - n o n - K u K c  countries 

29. Q commonly used way of expressing  the  "aid burden" i n  
s ta-bis t ical  terms consis ts  .in comparing the t o t a l  value of  aid 
del iver ies  t o  the  overall   resources  available t o  the donor 
country as measured by .its gross national  product, Thus, a t  
the second UNC'PAD meeting .in Mew Delhi (March 1968), the l'one 
percent of  G N P 1  t a rge t  t o  be devoted i n  the   indus t r ia l i sed  
countries t o  the  net  flow of f inanc ia l  resources  put a t  t h e  
disposal of  the  developing  countries was generally  accepted by 
Western countries,  although  the  time per iod  a t  which thls  .goal 
should  be  reached was not  decided, -'The calculation o f  the 
percentage of GNP a t  market pr ices  devoted t o  economic del iver ies  
is  compl.icated i n  the  case of Communist countries by the f a c t  
that neither  the  actual  disbursements f o r  a id  del iver ies   nor  
the aggregate  figures f o r  GNP are of f ic ia l ly   re leasedo  For 
the G I P  f igures ,  this report  has had t o  r e ly  os US es t imates( l ) ,  
m y  a rough indication o f  t he  magnitude of  ac tua l  a id  
de l iver ies  in re la t ion  to the s i z e  o f  the resources o f  the donor 
countries is attempted, 

(1) US Congress - "JoinC Xconomic Committee: Soviet Economic 
Performance: 1966-1967Iv, pages 16 and 119 
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30, In  order t o  evaluate summarily the impact on the 
economics o f  donor counCrZes o f  aid  deliveries  during a given 
period,  account has t o  be  taken of  the reimbursements made i n  
that period by the recipient  countries,   In  calculating  the 
*%etvt amounts of  a i d  del.ivered by Communist countries,   the 
importance of repayments by less-developed  countries of 
princ.ipa1 and in t e re s t  .is a l l  the la rger  as ttgrantsw  play a 
negligible  r61e i n  t h e i r  a i d  programmes, According t o  the 
Communist concept,  the  value of a l l  the  aid  delivered should 
be repaid i n  due course,  lfGrantsfr  represent  merely 1.5% of 
t o t a l  Soviet economic Etid commitments s ince 1954,  and less than 
O,!$; of East European extensions, Only i n  Chinese a id  do 
grants have some significance8 14,0$ of the aid extended 
appears t o  have  been f r e e  o f  reimbursement, m e  only  "grants" 
recorded  during 1967-mid-L969 were those  extended by China t o  
the U N I  ($21 mil l ion)  and t o  Nepal ($2 m i l l i o n ) ,  and a minor 
g i f t   o f fe red  by Bulgaria t o  the UAR (valued a t  $0.1 m-illion). 
Since 1954, only 3% of Communist aid extended t o  developing 
countries has been i n  the form of  grants f o r  which no 

97"b has t o  be  repaid. 
repayments of principal  or  . interest   are  expected;  the remaining 

31, A s  cumulative  deliveries  under  credit  conditions 
have  been  growing  repayments increased markedly, Data ox1 
repayment  of Communist loans are   not  r e a d i l y  avaflable  but can 
be estimated on the basis o f  the  duration and the   in te res t  
rates  applied by these  countriest !2he normal duration f o r  
which a Soviet  loan is  extended is 12 years, with a one year 
grace  period.  But,  whercas'in  the past locger terms had 
someLisles been  provided for, a s   i n  1963 when 18$ of  the loans 
exbnded'were f o r  periods of  more than 15 years and l e s s  than 
25 years,  since 1965 shorter  periods have become l e s s  
exceptional as "commerci&L credits",   generally f o r  f i ve  t o  
seven years, and occasionally up t o  ten  years, have  been gaining 
. in  importance.  East European countries have  tenCed t o  adopt 
similar conditions f o r  the amortisation o f  t h e i r  loans,  
Communist Chinese l o a n s  are apparently  extended f o r  longer 
periods (15-20 years),  P r i o r  t o  1945, the  average  rate o f  
in terest   appl ied on Soviet loans was about 2.5%. Since  then, 
higher  rates have  sometfmes  been  app1i.e.d. .( on commercial c red i t s  
up t o  4%) bringing  the tmighod average  rate of i n t e re s t   t o  
about 2.8$, The East European countries  have been moving i n  
the  opposite  direction:  before ,1964, the weighed average  rate 
was above 3% ( i n  1963: 3.2$), but  has  since  levelled o f f  t o  
about 2.e;. A l l  known Chinese  loans  are  reportedly  interest- 
free.  

32. It has been calculated that scheduled  cumulative 
repayments  of Sovie t  l oans   s t a r t i ng   i n  l959 amounted, a t  the 
end of 1968, t o  between $825 m i l l i o n  and $850 million. O f  
th is  t o t a l ,  some  $165 millisn-$175 milllion f e l l  due i n  1968. 
Three-quarters  of  these sums represent repayment of pr incipal  . 
and onequa r t e r   i n t e re s l .  It is d i f f i c u l t  t o  determine t o  
what extent  such repayments were met  on sohedide,  but it is 
known "chat, In  some cases,  rescheduling has been  requested by 
debtor  countries ani€ accepted by the c red i tor  Communist countries, 
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A c _ / 8 - 2 r -  

The total  indebtedness of developing  countries is thought to 
have  amounted,  at  the  end of 1968, to  approximately $ l e g  
billion vis-&-vis  the  Soviet  Union, $0,6 billion  vis-a-vis 
the  East  European  countries, and $0.4 billion  vis-a-vis 
Communist  China.  Since tho Western  concept of llnetll flow of 
aid is taken  to mean gross  disbursements  less  repayments of 
principal,  the  net f l o w  of Soviet  economic aid to developing 
countries of the  non-Communist  world may have  declined  over 
the las t  five  years  as  follows: 

Year 

1964 
1965 
1966 
1967 
1968 

Gross 
disburse- 

ments 

376 
356 
327 
292 
252 

IC" . .  . , 

Estimated 
mpapent 

of 

G5 
80 
110 
115 
3.20 

"Nettr  flow of Soviet 
Economic  Aid 

33. For 1968, the net  f l o w  of other  Communist  countries 
has been estimated as indicated  in  the  following  table, 

c 
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TABLE 2 

Flow of Economic Aid i n  1968 from Communist countries  other 
$%an 'the Soviet l f k $ m .  t o  "developing  courïbies of 

-c the  i?ofii'&mmunist world 

BuLgarta 
.Czechoslovakia I , .  3: 
Hungary 15 
Poland 
Rumania 
Sovie-% Zone of 

?. 
i 
i 

1: B: 
Estimated 4 Net flow of Economic Aid f :  repayment 

- Of k a 

I 0.07 ' l  
16 ri K l. E 

0.09 . 

45 74 0.06 

10 45 0-05 I 
34. In view of the above estimates, i t  i s  not  surprising 

thet the  Communist countries  rejected  the UNCTAD "one percent 
o f  GB?" target  on the grounds that underdevelopment was the 
consequence of  colonialtsm and tha t   the  Western world, being 
solely  responsible 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 t h e i r  
problems, The adoption o f .  the  UNCTAD proposal would have 
meant the need t o  increase, a t   l e a s t  twenty-fold, the aid 
e f fo r t  of  the Soviet Union and the  Soviet Zone of  Germany, 
sixteen-fold that of  Poland  and  eleven-fold that  o f  
Czechoslovakia or, a l t e rna t ive ly ,   t o  claim that the GMg'of t he  
mos t  advanced Communist countries i s  very  small   relative t o  
comparable  Western countries, 

,, a 

(b) The i n  apt on the Communist economizs of  a id  
d i e s  t o  n o ~ n - ' ~ ~ ~ c o l m t r i e s  . .  

I_ 

35. The bwden of economic a id  t o  developing  countries 
of t he  non-Communist world i s  f a r  from heavy i f  measured as 
a percentage of nat ional  .ii.;c=ome, There is, however, a notable 
exception t o  this generalisation: Communist China is t h e  
only  less-developed  country i n   t h e  world which extends economic 
a i d  t o  nat.ions whose per   capi ta  incomes are  often  considerably 
larger   than i t s  own, 1x1 addition,  since China  cannot compete 
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with the other Communist countries  in  the volume. o f  a id  
deliveries,  she has  not  hesitated t o  o f fe r  far  more generous 
te rns  t b n  those o f  the  wealthier Coinmunist countries  (grants, , 

lnterestwfree long-term loans). Compared t o  t he   s i ze  of her  
economy, the  burden i s  s m a l l ,  though i n  1968 heavier  than that 
borne by the  Soviet Union.  Given the  very low standard of  
l i v ing  of  'her population and the  countless  needs f o r  in te rna l  
development,  Chinese a id  must be  viewed as  an  expensive 
e f f o r t  t o  claim  leadership o f  the underdeveloped world. 

36, The aid commitments of the  Soviet Union can hardly 
be considered as a burden s ince the de l iver ies   a re   fa r  from 
large and do not   entai l  the most technically advanced 
equipment,  Occasfonally s p e c 9 i ~ a . i - ~ ~ ~ ~ t r i e s ,  such as the 
heavy  equipment producing  industry, might  have f e l t  a 
temporary  pressure t o  meet the  necessary  deliveries,   but,   in 
the mafn t h e   p r o g r m e  can  be  considered as an  appendix t o  
foreign  trade, It is e. standing  trade  practice that exports 
of heavy  machinery,  equipment o r  complete p l an t s  should  be 
delivered  under long-term credit  conditions. This concept is 
reinforced by the  "aid tyingg1  procedure, a permanent fea ture  
of Communist aid, according t o  which p r a c t i c a l l y   a l l  Communist 
development aid agreements  provide f o r  the  dellvery of goods 
a d  services t o  be  purchased  exclusively i n   t h e  donor countryI 
Foreign aid can only be considered a "costn t o  donors t o  the 
extent that the  aid-financed  exports  take  the  place of exports 
which would otherwise  have  been s o l d  elsewhere o r  a t  less 
advahtageous .terms f o r  the  recipient.   Soviet  long-term credf t s  
have, on the  contrary,  acted as an incentive f o r  increased 
t rade  with the  developfng  countries. 

37, Nevertheless,  current  Soviet  domestic  needs might 
compete t ~ t h  the  requirements of  development a id  programxnes 
whenever the problem o f  a l loca t ion  o f  resources beaomes  more 
acute, 211 the more s ince  the  sectors  supplying the  aid 
p r o g r m e s  might be  prectsely  those where domestic  needs  are 
most seriously  felt:  chemicals,  metallurgy,  engineering, 
e l e c t r i c  power industr ies  and complete fac tor ies   for  consumer 
gobds, Mili tary and spcce  programes nay further  reduce  the 
nwber  of  options l e f t  for dmesti;c-.bfvil€an  needs and 
foreign aid. !There has been criticism  about  the  choice o f  
coulltrfes  selected f o r  aid snd  about the slowness i n  completing 
projects. I n  other  Communist countries,  there has also been 
sone'cri-bicism of  Soviet z i d  t o  non-Communist countries; i n  
foc%,  events  have shown that Soviet   pol i t ical   inf luence has 
not always  been  maintalned despite  substantial   outlays,  
Parthemore,  the  technzcal  assistance prograume deprives  the 
Sovlet Union of  thousands of ski l led  technicians and 
engineers wo,rking abroad, while  large numbers o f  students from 
developing  countries are taking  advantage of academic 
f a c i l i t i e s  and housing  accomodaticn sometimes denied t o  
Soviet  youth, All these  factors  may a t  t ines  generate 
diacontent  fnconmensurcte with the r ea l  eoononic cost  of the 
progrimme, f o r t  i n  te rns  o f  economic capacity,  the  Soviet Union 
could, i f  it wrshed, increaae  substantially f ts  f o r e i g n  a id  
s i f o r t  Zn the  non-Communist developing  areas, 
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38, Among East m o p e m   c o u n t r i e s ,  Czechoslovakia is by 
fcr the   nost  committed t o  economic aid, 1% was %be first East 
European count ry   to   en te r   the   f ie ld   ( in  1955). It is  
providing economic a i d   t o  a la rger  number o f  individual 
developing  countries  than m y  other  donor  country i n  t h a t  group, 
Its tcital commitments i n  cbsoluta  terms exceed those o f  
countries with la rger  econonic  resources,  such  as  Poland o r  
the  Soviet Zone o f  GermLwy, and i ts  del iver ies  Ln 1968, on a 
per .  oap.i$a basis,  o r  as a percentage o f  G N P ,  are  more than 
twPce those o f  the  Soviet Union.  Even s o ,  i t  does no t  seem 
that del iver ies  t o  non-ComUis t  world impose severe  s t ra ins  
on the Czechoslovak economy, Much o f  what has  been said  about 
-the impact o f  a id  on the Soviet economy is applicable t o  
Czechoslovakia, i n  partictl;l5ur, the+:.e€fect of  a id  as a stimulas 
t o  exports of cap i ta l  ea,uipment. The poor  performance of the 
Czechoslovak economy during  the  past  few years,  fn comparison 
with other  East European countries which do not  o f fe r  similar 
anounts'of foreign  aid, and the resu l t ing   d i ssa t i s fac t ion  have, 
however, exacerbated the undercurrent of  resentment against the 
alleged burden of foreigu economic aid, An additional  reason 
f o r  dascontent  resulted from the  growing awareness that, if 
not  dfrected by Moscow, the foreign aid programne of 
Czechoslovakia was largely  inspired by i t ,  while urgent 
domestic  needs  required a ser ious  reor ientat ion i n  the 
allocat. ion of  resources. 

.. .,, 

39. The impact o f  economic a id  t o  developing  countries 
of the  non-Communist world op1 the economies o f  Poland and 
€iun&myp which a re  the next   largest  sources  of  ac tua l  Communist 
a id ,  is less important than persis tent   press  and other reports  - 
of  public  resentment would warrant, The Soviet Zone of  
Gemanyo apart  from some spec i f ic  efforts undertaken f o r  
pol i t fcs l   prest ige  reasonsI  has avoided  getting  involved  in 
any large  scale   foreign a id .  programmes. Although the Zone is  
cconomicclly  the most edvcnced among the East European 
countries, it devotes c, s m l l e r  share o f  i ts  resources than 
the other industrialised Xast European countries t o  aid. A 
poss.ible  explanation f o r  this state o f  a f f a i r s  may be found i n  
that  her  production of ccp.itz1 goods is  o f  d i r ec t   i n t e re s t   t o  
the  Soviet Union, which already absorbs the bulk of  the Zone% . . ,., . 
exports i n  thîs f i e l d ,  ,and inh ib i t s   t he  USSR t o  exert  pressure 
on the Zone f o r  a l a rger   par t ic ipa t ion  i n  the  East European 
economic aid  e f f o r t  t o  developing  nations, 

a id  t o  Communist donor countries, it should  be borne i n  mind 
that  such  ald is never  conceived o f  by i t s  authors  in 
f,incnc.fcl  terms,  fPCreditstr  extended by Communist countries, 
although  generally  expressed  in  roubles o r  occasionally i n  
the  national  currency o f  the  recipient  country,  are  merely 
indicntfve of the volume OP material  goods t o  be  delfvered, 
the "repaymentrt of which wlP1 a l s o  be i n  the form  of material  
goods, The ava i l ab i l i t y   i n   t he  Communist donor country o f  
"aPd good;sn, mainly capPtal. equipment, is a l imit ing  factor .  

40. Nevertheless, when evaluating  the  ltcostll of economic 
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Such goods are  produced according t o  plan,  and it rare ly  
happens that   they become available  incidentally,   as  the 
r e su l t  of  the  plan  overfulfilment f o r  instance. O f  course, 
economic calculations may hcve t o  give way t o  po l i t f ca l  
considerations and, in order to  take  advantage of an 
opportunity that has  presented  i tself ,  it may be  decided t o  
diver t  equtpment from in te rna l  t o  external  use, Such 
developments,  however, may have d i s rup t ive  effects  out of 
proportion t o  the  wroubleS* value o f  the  goods involved. It 
i s  indeed one o f  the main charac te r i s t ics  of the command 
planning system that resources  tend t o  be ful ly   s t re tched,  
leaving l i t t l e  "idle1t  czpscfty  for emergencies, The system 
thus  reduces  the  f lexibi l i ty  of the  economic a id  programmes, 
'ph0 Western  concept o f  rel9tionshi.p. between "aid" and overal l  
economic cApabilities,  expressed  in  global  value terns 
( p  of Gm), tends t o  overlook the r i g i d i t y  of the Communist 
economy, where a rapid shAft may create  disturbances which 
can be resolved with g r e z t e r   f l e x i b i l i t y  and f a s t e r  by a 
market type of  economy. 

(c) Communist Mutual Economic Assistance 

41, When appraising  the economic weight o f  economic 
a s s i a t m c e   p r o g r m e s  for developing  countries,  aid  deliveries 
t o  developing Communist countries might be taken  into  account. 
Current  plans f o r  economic  development i n  the   l a t te r   count r ies  
re ly   heavi ly  on medfum 2nd long-term credi t s  t o  cover t h e i r  
purchmes of  indus t r ia l  mcchiaery,  complete plants  and 
transportation  equipaent  cvailable  in t h e  nore advanced 
Communist countries,  including  the  Soviet Unfon, The so-called 
t9nutu,?l economic aid" pragrammes among  Communist countries 
were in i t . f a t ed   a f t e r   t he  war, and at the end of the decade 
1945-1955, when the aid programmes t o  non-Communist nations 
were launched, t o t a l  commitments had reached a cumulative t o t a l  
valued a t  about $3.5 b i l l ion ,  of which 735 extended by the 
Sovfet Union. Since  then,  another $11.0 b i l l i o n  have  probably 
been added' ( a s  against  $10 b i l l i o n  extended t o  non-Communist 
countries), o f  which about 70% by the  Soviet Union, Mcmy o f  
these  credit  arrangements  (grants  are  thought t o  represent 
about 127; of these commitment.s) include..  provisions for 
techn€cal  asststance and c l a u e s  for the construction of 
buildings and the  fnstal lc t . ion o f  the  purchased  capital goods. 
Furthermore,  educational a d  t r a i n i n g   f a c i l i t i e s  have  been 
put 2% the  disposal o f  nct.ionals from recipient  Communist 
countries. This "mutucl Cidr' gene ra l ly   en t a i l s   i n t e re s t   a t  
27; with repayments i n  15 mual ins ta lments   s ta r t ing   a f te r   the  
actual  delivery o f  the goods. 

'42. It is d i f f i cu l t ,   . i n  the absence of p rec i se   o f f i c i a l  
dctc, t o  evaluate  the drawings on such credits, and even more 
s o  t o  es t imate   the   ac tud  repayments of cap i ta l ,  Assessment 
o f  the economic impact o f  a i d  i s  conplicated by the   f ac t  that 
prcctical-ly all the East b o p e a n  countries are simultaneously 
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donors  and recipients,   Purthemore,  it should be borne i n  
mind that, in   t he   ea r ly  post-war per iod ,  the Soviet Union 
took from the  East European countries, i n  the Îomn of 
reparctions, dismantled  plants and shares   in   indus t r ia l  

these  countr ies   in  the form of  development credits.  Most o f  
these  credi ts  have been  used t o  res t ruc ture   the   indus t r la l  
production of the rectl.pient  countries  according t o  Soviet 
needs, thus intensifying  the  interdependence of these 
countries and the USSR;; **I4utual credits" between the  Soviet 
Union, the  Soviet  Zone of  Germany;Czechoslovakia, Poland  and 
Hungary have  been  disregarded i n  the fo l lowing  estimates, 
cvh%crh seek t o  evaluate a i d  t o  "developing"  countries. 

4, companZes, amounts compcrcble t o  what was l a t e r  extended t o  

43. Judging by Sov. ie t   off ic ia l   sources( l ) ,  o f  the 1,560 
indus t r ic l   en te rpr i ses  and other  projects s o  f a r  envisaged  by 
the  Soviet Union, some 890 ( o r  57%) had been completed  by the 
end of 1968. Since 1945, a t o t a l  of 80,000 Soviet 
spec ia l î s ta   a re  said t o  have  been  sent t o  work i n  other 
Communist countries and 40,000 nationals from Communist 
countrfes.to  hcve had some t r a i n i n g   i n  the USSR, It would 
seem tbt, out  o f  a t o t c l  of $7.7 b i l l i o n  committed since 
1954  by the  Soviet  Union t o  Communist developing  countries, 
some $6,0 b i l l i o n  had been drawn by the end o f  1968, including 
$1,5 bil l ion  del ivered t o  Communist China before  1961 and 
completely  repaid by the la t ter  before the  end o f  1965. 

44. Another indicckion of the s i z e  o f  the ac tua l  f low 
o f  Soviet economic development a i d  deliveries t o  Communist 
countries mcy be  found in the o f f i c i a l   t r a d e   s t a t i s t i c s  of  
the  exports o f  lfequipmerrt and materials f o r  complete  plants". 
It has been  estimated that; these  f igures may represent some 
807; o f  to'ial drawings on economic aid c red i t s   in   the   case  o f  
del iver ies  t o  non-Cornlist '   countries,  the remaining 20% 
covering  technical  services,  machinery and equipment other  
than  for  com l e t e   p l an t s ,  grants and other development aid 
arrcngemnJcs P 2). If this calculation is applied t o  de l iver ies  
t o  Communist countries,  reported i n  the of f ic ia l   Sovie t  
stzrktstics,  the  following  p.icture emerges. 

EKOHOMICHESUYA GAZETA (November 1968) 

Performance 1966-67*', page 119 
[:{ US Congress, Jo in t  Economic  Committee, "Soviet Economic 
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TABLE 3 

assistance,  as indicated i n  AC/89-W/207, page 59 
(b) Provisional 

45. Keeping the mban economy af loat   represents  for the  
SovSet Union a far  more costly  operation  than would appear f r o m  
the del iver ies  of development a i d  recorded i n  the t ab le  above. 
According t o  S o v i e t   s t a t i s t i c s  f o r  1968, t he   de f i c i t  of Cuba 
.in its t rade  with the USSR.jtncreased t o  an a l l  time  record of  
$346 mil l ion (Soviet exports: $624 million,  Soviet  imports: 
$278 million), bringing  the  total   Soviet   f inanced  trade 
de f i c i t ,  which has been s t ead i ly  growing since 1960, -to some 
$1.9 billion, Besides, .it should be recal led that the  Soviets 
have  been  buying Cuban raw sugar a t  a suppor t  pr ice  of 6.1 cents 
per pourmet fro.b., while  the  average  spot  price  prevailing on 
world markets declined f r o m  about 2 cents  per pound i n  1967 t o  
1.7 cen t s   i n  1968. SovSerf;. .purchas.es--of Cuban sugar a t  -such 
prices amounts t o  an  estimated  additional  subsidy of  
$160 million--$180 mil l ion f o r  the year 1968. Thus, non- 
developmental aid, such as balance of  payments assistance and 
sugar  subsidies, may have amounted to about $465 mill ion 
d-wing the year. T o t a l  ass.istance t o  Cuba (exclusive of 
mi l i t a ry  aid) represented more than the t o t a l  net flow of  
Soviet a id  t o  the rest of  the  world and some 0.12% of the 
estbnated GNP- of  the USSR. 
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46, !The other  major Communist claimants of  Soviet   aid 
have  been  Bulgaria, Mongolia  and North Vietnam, while smaller 
woun t s  09 economic deveLopment aid went t o  Rumania, 
Yugoslavia and North Koreao Whereas, during  the  six-year 
period 1955-1960, East European COMECON countries  received 
55% o f  Soviet economic a i d  extensions t o  Communist countries, 
during  the  next s i x  years 1961-1966, their  s h a r e   f e l l  t o  
about 347;. I n  1967 and 1468 increased  deliverfes of cap i t a l  
goods gnd complete  plants, i n  pa r t i cu la r  to Bulgaria,  have 
srfnce redressed  the  balance  in  favour o f  East European 
countries, 

47. Communist Chiha  and East European countries  (mainly 
Czechoslovakia, Rumania, ..~he.iSa~~~,~..;.~ZO~~ of  Germany and 
Bulgaria) have carefully  maintained  thetr  trade  balance with 
Cuba more o r  l e s s  even. U 1  of them have  extended 
development c red i t s  f o r  specif ic   projects  and technical 
assistance, and  agreed t o  pay for Cuban raw sugar a t  a premium 
pr ice   a though some of them L9ve occasionally  paid  less  than 
the  Soviet support  price. It may be es t iaa ted  that 
development a i d  deliver. ies t o  Cuba i n  1968 from such  sources 
amounted -bo some $35 mill ion and sugar  subsidies were equivalent 
to further $80 million. 

' 0  

48, Albania, which absorbs nearly as much Chinese c red i t s  
as those  extended by China t o   t h e   r e s t  of  the world, 
represents a serious l i a b i l i t y  f o r  the l a t t e r  country. The 
main development a id  rec ip ien ts   in   the  Communist world of 
Chinese assistance  suring 1968 are thought t o  have  been 
Llbania ($70 mil l ion) ,  Cuba ($15 mill ion),  North Vietnam 
($7 miElion),  while North Korea and Mongolia received  minor 
amounts, East European cotufries,   apart  from a i d  t o  Cuba, 
par t . ic ipated  in  economic a i d  deliveries  mainly t o  North Vietnam 
and Nongolia. Estimates 09 a l l  a id  t o  Communist developing 
countriee  are as follows: 
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Estimated Net Flow of.Communist Economic Aid i n   1 9 6 8   t o  
I - - m e v e l o p i n g  i u i . .  Countr ies  

Donor Country 

Poland 
Rumania 

Grand T o t a l  

49. The Communist coun t r i e s  are providing  developing 
Communist count r fes  with 80$ more c red i t s   t han   t hey   g ran t  t o  
other   developing  nat ions.  In 1967-68, de l ive r i e s   pe r   head  o f  
populr?i;.iton of t h e s e  countries ( s i x  o f  them with a t o t a l  
popula%.ioh of 53 m i l l i o n )  was considerably higher than  . 

elsewhere, tkus: Albania $35,0, Cuba.. ..$10,5, compared with . 
$5,8 t o  Syr i a ,  $3,8 t o  UAR, and less than $3 i n  the o t h e r  
cotmtrZes, The aid rece ived  by these few Communist developing 
coun t r i e s  i s  comparable with that rece ived  by the most 
f avoured   r ec ip i en t s  of  Western aid(1). Communist China, still 
i n  i ts  early s t a g e s  of economic  development, has undertaken t o  
provide Cid but is  no t   r ece iv ing  any. The s p e c i a l   p o s i t i o n  of 

, . -, 

The r e c i p i e n t s  o f  the largest amounts per   head  of n e t  
off.ic.ia1  economic assistmce from OED-DAC count r ies   (annual  
average  1964-67) weret 
Overseas F r e n c h   t e r r i 2 o r i e s  i n  America: $177.1 
Overseas :*ench terrt tories In   Af r i ca :  $115.7 
Izrrael  $44.2; Papua em3 New Guinea $38.2; Jordan $31.9; 
&os $23,7; South VTetnau $23,O; Wzlsia $18.9 
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the USSR has been  "just.if9edlo by the  Soviets on the  ground that 
the fast  economic growth of the  Soviet Union is the surest way 
tomrds'economic  progress for the Communist world as a whole, 
In fact ,   the  widening gap between rrrichff and ffpoor"  countries, 
often denounced in the West, i s  jus t  as much a feature  of  the 
Communist as the  non-Communist world. 

C, !IFCE IMPACT OF COJ!IlEUlj?IS'P AID ON THE ECONOMY OF €UXDIENT 
T c 
(a) In General 

50, The Sovret economfc system is presented by the USSR 
t o  developing coun&&es,-as- a .bluepr&nt :.of a short  cut  - to 
development  and  economic  .independence, The Soviet Union, when 
it claims that i t s  aid helps t o  speed up economic growth, 
v,tews the  l a t t e r  i n  terms of  the Sovie t  experience,  hence  the 
insis tence on the development o f  "heavy industryn with d i rec t  
governmental control a d  p l ~ m f n g .  The  aim is a social 
res tmcturzng along Marxist l ines ,  promoting a f a s t e r  
increase   in   the  numbers o f  workers in large  scale   industr ia l  
units th2.n in   egrfcul ture ,   hcndicraf ts  and services.  Soviet 
a id  thus  favours the unbalanced growth pat tern  typical  of the 
C o r n m i s t  system,  implying a relative  disregard for the 
consumer goods sec tors  and a near  neglect of agr icu l tura l  
development, Though amicu l tu re  s t i l l  plays a c ruc ia l  r81e i n  
all the mderdeveloped  cornitries,  Soviet help has been  minimal 
i n  this sector,  About 707; of  Soviet development afd has been 
concentrcted in   s ec to r s  such =S s t e e l  production,  engineering 
and metal working, dams and hydro-electric power s ta t ions ,  
o i l  2nd other  mineral  prospecting and exploitation,  chemicals, 
Agricultural  projects  accowlt f o r  only 2$ of  t o t a l  aid 
delivered, 

51. I n  the past, thé Soviet Union was often  ready t o  
approve,  without  questfon, hny project whfch the  recipient  
country  wished t o  undertcke, whereas investment aid from the 
West was generally  conf.ined t o  p ro jec ts   jus t i f ied  on the basis  
of a careful  study o f  t h e A r  profit  earning  capacity. The 
'Wne of creditn  procedwc, .+offer.i.ng..-*global large  scaze 
mowts f o r  unspecified  projects,  introduced by the Soviet 
Union snd  used u n t i l  the end of the 1950s, occasionally  led 
t o  the underttlktng cf cost ly   prest ige  projects  whose 
wastefulness has s ince  been amply demonstrated. The pr incipal  
and i n t e r e s t  on some of  the  sports  stadia,  luxury  hotels,  
official  palaces,  exhibit.lon  buildings,  theatres,  are s t i l l  
being repaid by developiw  countries  in t'ne f o r a   o f  Etdditional 
expor%sI Such cases o f  misuse, however, should not  be 
exaggemted, The USSR has learned by experience that 
uneconomic use of  c r ed i t s  may backfire on the lender even if 
he refuses  t o  accept the respons ib i l i ty  of  te l l ing  sovereign 
nations how t o  spend the money provided. Over recent  years, 
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the extensSon  of m y  important new Soviet  credit has always 
been preceded by detai led  feasibi l i ty   s tudies ,   Nevertheless ,  
i n  the Soviet Union, the economic u t i l i t y  of  a given  project 
i s  assessed  according  to  the Comxunist concept of economic 
growth, while  poli t ical   considerations  contime t o  play a 
decis ive  role   in  the f inal   Soviet  answer. Thus, the Soviet 
Union hrs undertaken a number of projects  that had been 
rejected by Western c o m t r t e s  o r  f r o m  which t h e   l a t t e r  had 
been  excluded (Aswan D a  in Egypt,  Euphrates Dam in  Syria,  
Bokcrra steel mill i n  India, o i l  explorat ion  in   I raq) ,  The 
optimm economic a l loca t ion  of  resources  requires a 
sophisticeted  analysis  (opportunity  cost) which, i n   t h e  
absence o f  comprehensive  and r e l i a b l e   s t a t i s t i c a l  and 
finmc.ic1  infomatfon, beoomea.- dif$,k.c;üGt~. .4?urthermor?e-, the .. . 

final  dec.isions of governments are  not made 03 purely economic 
grounds. In  the case of developing  countries,  social and 
political  considerations  (econonic independence, nat ional  
prest ige)  have often  played a decisive  r6le  independently o f  
the  cost-effectiveness of the  project ,  

52. The have  been more cautious 
in   the i r   appr   e r the less ,  some 
spectactdlar and widely known mistakes due t o  lack of 
experience have  been made (e.g. a sugar  refinery  using sugar 
beet as mcv material  wszs.sent to  Indonesia, where only  sugar 
cane .is zva%lable;  bulldozers  fabricated f o r  use i n  snow and 
ice  were sen t   to  Guinea There has been some attempt t o  
co-ordinate  aid efforts wtthin COMECON. The Soviet Union is 
the  only'country  capable of wadertaking  the  really  large  scale 
p-rojects,  while  the  East European countries  concentrate on 
l e s s  ambitious and more diversi f ied  projects .  The l a t t e r  have 
devoted a larger   share  of t h e i r  efforts t o  indus t r ia l   sec tors  
more d i rec t ly  concerned vrith the production of  coneumer goods 
(-textile, footwear, t y r e  fas tor les ,  cement, food processing, 
p r in t ing  presses). I n  some cases,, East European countries 
ac-b as subcont rac tors  f o r  l a rge  SovSet aid  projects,  and, i n  
general, can  be safd t o  provide aid complementary t o  that o f  
the Soviet Union, A new f o m  of .collaboration with 
dweloping  countries  started by East European countr ies   in  
recent  years  consists i n  se t t ing .q- ,+uixed"   p lan ts  i n  '. 

developing  countries t o  assemble component parts tha t  cannot 
be produced local ly ,  The loans granted  are  considered  as 
share  capital ,  productiosz is  planned i n  common, and the 
repayment takes  the form o f  de l iver ies  o f  the goods produced. 
Such form of  aid benef i t s  both the  lender and t'ae  borrower, 
but it is d i f f i c u l t  t o .  determine kho benefi ts  the most as it 
reduces  the  f lexjlbil i ty of the economy of the rec ip ien t  
country by l imi t ing   the  freedom of  chorce f o r  i t s  purchases 
and del iver ies ,  mis system, which has been  adopted by the 
Sov.2e-i; Zone of Germany, Polaad, Rumania and Hungary, has not 
y e t  reached significant  proportions, but it may well  develop 
considerably Sn the  near  future. 

d a  
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GRAPH V - GRAPHlQUE V 

MOST IMPORTANT  RECIPIENTS OF COMMUNIST ECONOMIC  AID (1954 - m i d  1969) 

PRINCIPAUX  BENEFICIA IRES  DE  L 'A IDE  ECONOMIQUE  COMMUNISTE (7954  - m i  1969)  

1957 

787 

41 5 

42  7 

9 5a 

1 49 
a 

155 

123 

3 57 

1205 

K E Y  - LEGEND€ 

Extended  Engagements I (in  mi l l ion $1 (en  mil l ions  de $) 

Drawings  Tirages 

( in  mi l l ion $) (en  mil l ions  de $) 
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53, Comunist China, which had unfortunate  experiences 
with the S o m F a d e v e l o p m e n t  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 ,   to  
preserve   the i r  independence and t o  pay more a t ten t ion   to  
economic considerations  .in  their  investment programmes. The 
Chinese a lso l a y  more s t r e s s  on the   agr icul tural   sector ,  as  
they  see  the  peasants as the  main revolutionary  force  in  the 
Third 1;Torld.  The economic capabi l i ty  o f  China t o  extend 
meaningful economic a id  t o  developing  countries is obviously 
liaiteCl, and t h e i r   c r e d i t s  have  been generally concentrated on 
undertakings of a labour  intensive  character, su.ch as road 
and rai l road building, srnziI.3.. Ugh& .i.n&u&rial enterprises and 
a g r i c u l t m a l  p i l o t  projects. Even so, i t  has been reported 
that Chfnc was unable t o  meet i ts  obl igat ions  in  Nepal and 
Btma and had t o  subatf tute  less demanding projects  f o r  the 
ones it had originally  .intended t o  construct.  Nevertheless, 
in t h e i r  effort t o  outbid the  Soviet  Union, the  Chinese  have 
occasiondly  delivered  cornoditles  (r ice,  wheat, sugar) under 
cred-it Lems and extended small loans o f  hard currency t o  some 
African  countries.  In  1967,'for example, they  extended 
$21 million, on c red i t  Lems, i n  wheat and foreign exchange to  
the UAR, Chinese a id  has been helpful t o  8 few developing 
corntr ies  i n  overcoming  short-term d i f f icu l t ies ,   bu t  is  
inzdequ&e t o  exert  a decisive  influence on the  fundamental 
problems o f  economic grow-kh, 

54. Given the  l imited scope o f  Communist  economic aid 
delivered up t o  mid-1969, .it is only by being  heavily 
concentrated that it could be expected t o  have an impact on 
the development of  recip.ient'  countries.  Furthermore, Communist 
a i d  progrmes   ga thered  momentum only  af ter  1961 and i n  most 
recipieu-i;  countries  the  mmistance so fa r  drawn has not  been 
very  18rget Out of  the $2 countries  accepting Communist aid, 
26 coun'ir.ies have so far  ailawn l ess  than $50 million  each, 
2nd oizly f o u r  countries more than $250 million. The s i z e  and 
s h g e  o f  development recched by the  recipient  countries are 
also t o  be  considered when an  attempt i s  made t o  evaluate  the 
contribution o f  aid t o  ecomm&.c-growth. Out o f  the 42 recipient 
c o w t r i e s ,  22 have a popUrbfon o f  less   than  ten  mil l ion and 
only f ive  countr ies  have more than 35 million  inhabitants. 
Smell mounts o f  a i d  in   countr ies  of l imited  s ize ,  development, 
resources  and  population (Yemen, Mali Guinea a l l  have 
populetions o f  l e s s  thzn f ive   mi l l ion j  may contr ibute   in  an 
apperently more effectfve way than much larger   del iver ies  t o  
vw-b countries  (India: 524 mill ion  inhabitants) . 

55, Xn very few com%rfes, Communist aid has contributed 
t o  c? s.izable  increase  in  productive  capacity. This was the 
case 5x1 Afghanistan, the United Arab Republic, Sy r i a ,  Iraq and 
India. In most o f  t he   s the r  main reoipient  countries,  such 
83td has been  used t o  bu i ld  up the ecanomic infrastructure:  
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.is a t  l e a s t  as important as economic a id  from Western countries, 
mainly the United  States and Gemany, Soviet a i d  s t a r t ed  a8 
early  as 1954. During the f irst  five-year  plan (1956-61), 
roughly  one-third of  t o t a l  gross investment in  the  country 
consisted of Soviet  delWer.tes. This share was fu r the r  
.Sncreased t o  about a half during the second plan (1962-67). 
By mid-1969, a volume o f  $183.4 mill'ion  worth of Soviet  aid 
remained at; the d isposa l  of  the  country f o r  projects  under the 
second pl= t o  be  completed and f o r  new projects Vmder the 
th i rd  plan (1968-73)6 Sov'iet   participation i n  the th i rd  plan 
s o  fa r  tmdertaken amounts t o  $127 milllion new cred.its  extenaed 
.€l? 1968, and w i l l  continue t o  be concentrated  mainly on basic 
industr tes '  and communicat.ions, I n  comparison with Soviet; 
assistance,  aid  extended bg the  East European countries  ( in 
t o t a l  $11 mil l ion  s ince 1954) and Communist China ($28 mill ton 
.in t o t a l )  is negl igible  tn economic terms, 

57. Up t o  now, road.oonstruction has absorbed a f a i r  
share o f  Soviet aid.  The maj6Fprcjecls  cagpleted  should 
be  mentioned the  Kus"ka-Herat-I<andahar road  linking  the North 
Western region, from the Soviet  border, t o  the  South  Eastern 
pa r t  of the  country. For .its construction, the USSR extended 
i n  mid4959 a grant of about $120 mil l ion.  In  addition, 
sevexal bridges and road  maintenance  projects were undertaken . 

as well as improvement works on var ious  a i r f ie lds ,  I n  the 
f i e l d  o f  mer* out of a total   nat ional   product ion of about 
350,000 k i j d l 9 6 7 ,  more than a quarter was provided by a 
hydro-electric  plant in the horth of the country a t  Pa-I-Khumri, 
b a l e  wtth Soviet  assistance, that went into  operat ion  in  
May 1962. The USSR helped t o  s e t  up a t   l ea s t   t h ree   o the r  hydro- 
elec-t;rr%c plants  with a t o t a l  capacity of 100,000 kwh, par t  of 
which Sa t o  supply  e lectr ic  power t o  the Uzbek SSR, A nuclear 
reactor bra8 also t o  be put a t   t h e  disposal of Afghanistan f o r  
research  purposes  fn the f.teld of  atomic  energy,  Another 
major pro Sect  under way prsv.ides  for the extract ion of 
2 b . î l l ion cubic  metres sf natural  gas  per  year, of which 
1.5 b i l l i o n  is t o  be sen% t o  Dusanbe i n  the USSR along a pipeline 
alreadg b u i l t  with Soviet aid. In   addi t ion   to   the  
oons$ructisn of liquid  fuel..dumps  in  sexen major towns, the  
USSR .is biztlding an o f 1  re f inery  with an  annual  capacity of 
502000-60,000 tons, 

58, A s  f a r  as the ohemfcal industry is concerned, the 
Soviet Un€on has under%aEii?n a survey Tor a f e r t i l i s e r   p l a n t  
and will eventually  set  up a chemical  research  institute in 
Xabul. The building of  a s teel  mill had  been considered, but 
the r e su l t s  o f  the feasibiltty  study  undertaken by the  Soviet 
Union are not  yet known, 5 e  Chfnese contribution has mainly 
been the building of  a text.ile plant  near Kabul and the 
Czechoslovaks  have b u i l t  two cement plants  and a f r u l t  cannery. 
Motor repair workshops have 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 
how9ng factory,  two f l o u m i l 2 s ,  grain silos ancl addi t ional  
storage buildings  has  been completed. 
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59,' A s  regards a i c u l h r e ,   s e v e r a l  fmportant f r r iga t ion  
projects,  including % fi.."%a, e Go-tion of dams, have  been 
undertaken by the  Soviet Union, mainly in  the  northern  half  of  
the oountry.  Four  experimental  farms  linked with the  
irriget.Son  projects  have been established, These various 
projects have  und.oubtedly contributed t o  increasing 
agrtcultural   production, m d  the Soviet Union has  occasionally 
helped ou% by sendin izsud-ly i n  the form of g i f ts ,  sizable 
quant i t ies  of  wheat 7 40,000 metric  tons  in 1959; 50,000 tons 
in 1960; 25,000 tons in 1963). In addi t ion,  commodity c red i t s  
(sugar, gasolene,  etc.)  have been extended on several  
occasions. 

60. As far a s  educattf~..fs.-..~oaacer,rre&, various  technical 
schools,  laboratories a n t i t U t e s  have  been constructed 
with Sov.iet  aid. Over the past  5-6 years, between 1,000 and 
2,000 Sovfet  civil ian  technicians have been a t  work in   t he  
oountry a s s f s t ing  the Afghbs  in  the  conetruction of the 
various  projects.   Finally  since 1956, nearly 900 Afghan 
academic students and 580 technicians have benefited from 
education and t r a i n i n g   f a c . i l i t i e s   i n  the Soviet Union o r  i n  
other &st European countrtes. 

61, On the  whole, i t  seems that  Soviet  aid has 
contributed  significantly t o  the  opening up o f  the  country, 
t o  developing  the  exphi ta t ion of its natural  resources, and 
t o  helping it i n  i t s  first steps towards indus t r ia l i sa t ion ,  
Mever-kbeless, this development  has incidental ly   led t o  
linking  Afghanistan  economically more closely t o  the  neighbouring 
Soviet  Republics, The Soviet   effor ts  have  been  mainly 
concentrated on the no r them 'pa r t  of the  country, and the 
development works undertaken;  e,g, a t  the Sher Khan f l u v i a l  
p o r t  on the  Amu Dariah  river,  have provided a  permanent base 
from which the  Soviet-Afghan economic re la t ions  can be further 
intensif.ied. 

62.  The degree of economic dependence on the  Soviet 
Union reached by Afghanistm is  without  comparison i n   t h e  
non-Communist world, In 1967, it imported  an  estimated 63s of  
a l l  .its foreign  purchases from Communi-sQ-;wcountries  and 
exported 38% of its sales t o  them. Yet Afghanistan has 
cons-t-antly  avoj-ded  any djlrect  Soviet  interference  in i t s  
.intemal a f f a i r s  and hm kept its l inks  with the  West a l ive.  
If t h o  Soviet  motive wes or.iginally t o  use economic penetration 
as a mews t o  absorb this country  into its orbit,  Afghanistan 
hc?s so far been able  t o  keep its own path of p o l i t i c a l  and 
economic aevelopment, For  the time being, it would seem t h a t  
the USSR has hsd t o  accept  the view t h a t  it might  be wiser t o  
use the country as a s h o w w e  f o r  Soviet   aid t o  a non-Communist 
country  rather  than t o  attempt t o  tu rn  it by force  into a 
r e c c l c . i t r a t  satell i te.  
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6 3  UNITED ARAB REPUBLIC 

NATO CONFIDEWTIAL 
AC/89-\Vl?/287 

Next t o  Afghanistan, the  U A 3  (Egypt) has been the  country where 
t h e  economic a i d  a c t i v i t i e s  o f  t he  Communist count r ies  have 
apparently had the  most  d i rec t   bear ing  on t h e  economic 
develo-gment o f  the  country,  but, i n   t h e  U U ,  corj.trary t o  what 
happened i n  Afghanistan, t h e  E a s t  Europeari countr ies   contr ibuted 
s i g n i f i c a n t l y  t o  a common Communist e f f o r t ,  i n  which  even 
Communist China has  attempted t o  play i t s  par t icular ,   though 
modest, raie. The Communist countries  have,  since 1958, been 
the   l a rges t   sou rce  o f  c r e d i t s  f o r  t h e   i n d u s t r i a l i s a t i o n  
programme o f  Egypt,  exceeding  Western a id  i n  that f i e l d .  It c m  
be s a i d   t h a t   t h e  Communist a i d  e f f o r t s   i n   t h e  UAR cons t i t u t ed  
the  first ma jo r  b id  by Communist co?mtr ies  t o  gain influence in  
the  Middle East. t 
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64. !!?he programme s t a r t e d   i n  e a r l y  1958, when the Soviet 
Union extended a f i rs t  Line  of  credit o f  $175 million. The 
largest   share  of these  credi ts  went t o  the  metallurgical 
. industry,   particularly $0 the   i ron and s t e e l  works a t  Heluan, 
Petroleum  prospecting end exploitation  consti tuted  another 
favouri te   sector  of Connnunist aid, although  here  these e f f o r t s  
proved less successful thau Western ventures, The engineering 
and chemical industr ies   received  their   share   in   addi t ion t o  a 
number of projects  in  such  sectors as food, t e x t i l e s ,  
shipyards, It was i n  L958 t o o  that  the USSR extended its 
first c réd i t  ($100 million) f o r  the construction of  the Aswan 
High Dam, supplemented .in 1960 by an  additional  credit  of  
$225 mill ion,  Drawin 8 on Soviet economic credits  during  the 
Sirst f.ive-year  plan f1960-65) .-are  estimated t o  represent 
about 10% o f  t o t a l  gross .investment  and  nearly 25% o f  
investment i n   i ndus t ry ,   e l ec t r i c  power and the  Aswan Dam, 
Duxing that period, the shzre of manufacturing  industry  fn  the 
nat.iona1 .income was stated to have r i s en  from 20% t o  22$, 
and induetrial  production rose by about 45%. 

65, Pollowing  the f irst  five-year  plan (1960-65), a 
second  seven-year  plan was announced i n  1966 providing f o r  
t o t a l  .investment  of $7.4 b. t l l ion (i2E 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 red i t  of  
$177.7 mill ion f o r  projects  under th i s  second  plan. However, 
a t  the end of  1967, a peappraisal of the  prospects   af ter   the  
June lkr l e d  t o  the approval of a three-year programme 
(1967"70),. consisting of p r ior i ty   p ro jec ts  due f o r  completion 
i n  the current  seven-year  plan. !J!he t o t a l  amount of investment 
for t h e   t h r e e y e a r  programme was expected t o  reach 
$2.5 b i l l i o n  (%E 1.1 bf l l i on ) ,   In   t he  first year,  the 
.investments ($816 mil l ion or .CE 355 mill ion) were t o  be  divided 
between industry (l%), i r r i g a t i o n  and 
drainego (11%) the   t ransport  and 
communication t14$) , the Suez Canal (3$), and 
miscellaneous  services, However, progress on several   projects 
slowed down considerably c2ue t o  postwar dislocstions,  and 
&ter June 1967 the   ComWt   coun t r i e s   concen t r a t ed   t he f r  
a id  on short-term  needs f o r  commodities and hard  currency, 
!they undertook t o  de l iver  l .miFltm-.tons of wheat (valued at 
$11 million) and $10 mi l l i on   i n  hard currency. Apart from 
r e l s t i v e l y  small amounts o f  aid extended i n  1967 by France, 
Germmy and I t a l y   ( i n   t o t a l   l e s s   t h a n  $30 mil l ion) ,  Western 
aid dried up. 

66, Since  then, the Soviet Union has concentrated i t s  
effort i n   t h e   f i e l d  of  economic assistance on the  sapid 
completion  of t he  Aswan High Dm, the  power s t a t i o n  of which 
WGS .inaugurated i n  January 1968, one year  ahead of schedule, 
and the en t i re   p ro jec t  .is t o  be termins$ed i n   J u l y  1970. The 
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o n l y  work  still  outstanding in January 1970 was  the  installation 
of  three  power  station  turbines.  The  other  major  project  for 
which  the  Soviet  Union bas .indicated a special  interest is the 
expansion  of  the  annual  production  capacity of the  Heluan 
steel  plant, for which the USSR extended  in 1964 a credit of 
$155 mill.ion,  Rumania and  the  Soviet  Zone of Germany  agreed 
to ass.ist in  some of the  pr.iority  industrial  construction 
projects  .included  in  the new three-year  programme under credits 
êxtènde-d  earlier. 

67, The  major  contribution  by  the USSR towards  the 
ecoliomic  development of Egypt is obvfously 1ix;ked to  the  Aswan 
Dam,  ormethird of which was financed  by  Soviet  loans  amounting 
to  $325  million. It was  stated  by .;&he ,~W.iAuthorities in 
January 1970 that  the  first  loan ($100 million for  the  first 
stage) had been  completel  repaid  and  that  repayments on the 
second loan ($225 million 7 would start'at the  end of the  year 
and  consist  of 12 instalments,  the  last  one in 1982, The 
economic  significance of the  Aswan Htgh Dam may be indicated 
by the following figures:  it has  been  estimated  that  the 
increase  .in  national  income  resulting from the  dam  will  equal 
.its  total  cost  in  two years* time. The electric  power 
produced will practically  double  the  electric  energy  available 
to the  country. By  the end of 1969, the  hydro-electric 
power  station  had  already  generated 4 million  kwh,  while  total 
domestic  electricity  production  in 1966 amounted to slightly 
less  than 6 mfllton kwh. It will  provide cheap power to 
industry  and  the  construction  of an alumina  factory  with 
Soyiet aid is  under  conaideration,  The  elimination of annual 
losses in agricultural  produotion  due to floods  in 1969 has 
added slyl estimated  $25 million to  the  annual  national  income 
der.ived  from  agriculture.  The  'total  benefit  in 1969 from the 
A s w a n  Dam represented  about 4% of national  income. 

68, Nevertheless, the economic  consequences of the  Arab 
defeat in June 1967, and  the  renewed  priority  accorded  to  the 
defence  Sector, are reduc,ing  the  rate of growth of the 
economy:  in 1968-69, the .industries  in  the  public  sector 
.increased  their  product.$on by 3.6%. On the  other  hand, 
discover.ies of new  petroleum,zdeposbts, i.aa4nl-y as a result of 
Ti,Testern prospecting, have continued, and, despite  the 
prevailing  tension,  wlth  Israel  from  April 1968 until April 1969, 
petroleum  exports  increased  by 7,2$, The closing  down  of  the 
Suez Canal and  the  poss.ib.tlity of serious  war  damages  to  the 
.industrial installations, as exemplifie?  by  the  destruction 
of  the o . i l  refineries at Suez,  have  altered  the  economic 
prospec-ts of the  country, 
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The bulk o f  Communist a i d  t o  I r aq ,  provided m i n l y  by the  USSR, 
dates  back t o  t h e  time o f  the Rzssem rggime, In March 1959, 
the   Soviet  Union extended a l i n e  o f  c r e d i t  o f  $137.5 m i l l i o n  
f o r  a l a r g e   v a r i e t y  o f  projects   under   the,   then  prevai l ing 
development p l m .   A f t e r   w e r i o d  o f  h e s i t a t i o n ,  i n  1964-65, 
re la t ions   wi th   the   Sovie t  Union gradually improved again, m d  
de l ive r i e s  o f  economic a i d  were reac t iva ted   ZÎ te r   the   June  1967 
\Yar, Western aid, which had  been  considerable  before 1958, 
f luctuated  inversely.  Du.x-ing the  first ha l f  o f  1969, t he  
Soviet  Union uadertook new a i d  commitmel?ts amounting t o  
$121 mill ion.  A , m a j o r  e f f o r t  was made by the  Soviet  Zone o f  
Gemmy, which extended $g4 million f o r  vz r ious   i ndus t r i a l  
enterprises,   comvvnication  projects and a g r i c u l t u r a l  development. 
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70. The most tang9ble  assistance  received from the Soviet 
sfde so far has been concentrated on the important 
Baghdad-Basra ra i l road  link, which has been repaired and 
extended with the aid of 'Soviet  equipment  and technicians. 
In  the  . industrial   sector  about 30% of  the t o t a l  investment 
during the  perfod 1958-65 was of  Communist origin,  including 
such items as  a phamaceut.ica1  plant, a glassware  factory, a 
canning'faotory, a co t ton   t ex t i l e  mill, a kni t t ing  and hosiery 
factory, an e l e c t r i c a l  equipxnent factory. 

Communist aid proved,  however? not   par t icular ly   eff ic ient ,  
and complaints were voiced as t o  the qua l i ty  of  the equipment 
delivered, The Soviet: . ~ . ~  ~ n ~ h s l ~ e ~ . . . ~ ~ ~ ~ ~ o . - . . . ~ n -  developing the 
broadcasting and te levfsion network, and s e t  up the  East 
Baghdad telephone exchange, In agricul ture ,   var ious  I r r igat ion 
schemes .in  South  Iraq were undertaken,  five  experimental farms 
constructed, and four t m c t o r  stations  established.  Grain 
s to rage   f ac i l i t i e s  were a lso  provided, After 1965, the main 
effor t  seems t o  have  been on the  technical   ass is tance  s ide of 
the economfc aid p r o g r m e ,  Technical aid was extended by the 
USSR t o  ' the governmental oil explorat3,on  and exploitation 
company, where Soviet e:;perts were able  t o  exer t  a df rec t  
influence on the governmental  policy, I n  addi t ion,   dr i l l ing 
oqutpment  and  a small geological equipment repa i r  shop were 
delivered, In 1967* Ir&q signed a technical  co-operation 
agreement with Bulgarie, and Czechoslovakia  undertook t o  
provide  industrial  consu2t.ing  servioes. The amber  of 
Communist civil ian  technfcians i n  the  country is indicat ive of  
the  overal l   t rend of C o m i s t  a id  mentioned  above: it 
reached its peak i n  1963, when it was reported that 1,175 i. 

experts were a t  work i n  Iraq; th i s  f igure  dropped t o  475 i n  
1964, and increased  gradually  thereafter t o  reach 1,040 by 
mld-1969. After  the  l967 war, Iraq  received  part  of the 
$10 mfllion emergency r e l i e f   a i d  extended by the East European 
countries t o  the  Arab s-tates. 

72. Xt is too  early to evaluate  the  use that  will be 

71. A l a rge  number of inaus t r ia l   p ro jec ts  set up with 

made'of the  new l i n e  o f  c red i t  opened by the  Soviet Union i n  
1969, but .it seems that  t he  -.min e f f o r t  -3d.11 continue t o  be 
i n  the provision of pe t ro lem equipment and technical  assistance,  
Petroleum const i tutes  more than 90% of  t o t a l  I r a q i  exports, of 
which so  far  only a negligible  fraction  has been sent  t o  
Communist couYitri,es (mainly Communist China). A s  long  as the 
Soviet  requirements of o.iL .me covered by domestic  output, the 
eoolaomic development o f  I r aq  w i l l  continue t o  depend on its 
ab.ilfty. t o  buy equipment .in  the West, against   sa les  of  
petroleum, Iraqi imports from Communist countries  reached 
the.ir 'peak  in 1965, when they  accounted f o r  a T a r t e r  of  the 
to ta l , ' a f te r  which they  declined t o  about 20% i n  1968. The 
most .frnpor%an=t sources of  supply f o r  Iraq i n   t h e  Western world 
have t r ad i t i ona l ly  been: the United Kingdom,  Germanyr the  
United States,  Japan and I ta ly ,   whi le   I raqi   exports   f ind  their  
main markets in   t he  United K;Tngdom, France, I t a l y ,   t h e  
Netherlands,  Japan and Gemmy, 
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73 SYRIA 

t o  mid-l969 : 
$ 181 million or 
$ 3 2  per inhabitant 
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74. After these inlkial  s teps ,   the  USSR made a major 
move in   Apr i l  1966 when .it undertook t o  provide $133 m i l l i o n  
f o r  the  first stage of t h e  hbphrates Dam.  Soviet   in terest  has 
since been concentrated on th i s  gigantic  multipurpose 
undertaking?  the  rest  o f  .its aid being concerned with petroleum 
prospect.ing and railway Lransport. The other Communl.st 
countries have also contr.ibuted t o  the overa l l   indus t r ia l i sa t ion  
prcgramae. Ceechoslovakta  agreed t o  expand the Homs petroleum 
refkneryvs i n i t i a l  capccity from about 750,000 tons t o  
2.5 nillion tons  per  year.  (Domestic consumption of  o i l  
products  averaged in   t ho  1960s  about 1 million  tons  per  year.) 
Poland  and Bulgaria underLook Lo help the country  increase its 
output O% phosphates. Rumania s o l d  machinery  and  equipment 
on credi t  terms. m e  Ssvie-t -Zone -:of Gemany  extended aid f o r  
port  equipment,  machinery f o r  highway construction and various 
other minor projects.  

75, The second fivc-year plan (1966-1970) is t o  3e 
financed two-thirds by domestic  resources and one-third by 
e x t e m l  sources. Sy-riz .Ss heavily  relying on  Communist 
countries i n  general, m a  on the  Soviet Union in par t icu lar ,  
f o r  external aid resources, Western a id  over  the last  t en  
years has been  minimal, I ta ly   being  the main country that has 
extended  s.izable amounts 09 off ic ia l   ass i s tance .  By fa r  the 
most outstanding  project  under  the  present  plan is tbe  
construction of the  first s tage  ($180 mi l l i on )  of the Euphrates 
Dam on which work was s t a r t e d   i n  March 1968. m e  t o t a l  cost  
of %his project  has been estimated a t  about $650 mill ion 
(Se 2.4 b i l l i on )  and the Htgh Dam is scheduled t o  be  completed 
.in 1972. It has been calculated  that   the  dam will a l low the 
i r r igat9on of 640,000 hectares  o f  land,  thus more than 
doubling the t o t a l   a r e a  =tier i r r iga t ion  i n  the mid-1960s 
(600,000 hectares). It will, a t  the  same time, boos t  the 
produot.ion of e l e c t r i c i t y  by addllng an anticipated  capacity 
of 1,5 million kwh t o  the present  level of abmt 7OO,OOO kwh, 
!I?he overall importance of  the  prozect is bes t   i l l u s t r a t ed  by 
the  calculation that, once finished, it could add about 20% 
($7.80 million)  annually t o  the  national income of the  country. 

76. By concentrat.iy1g-.t~~~~.-..aid "èffrrrts on selected 
sectors  of industry and  communication, the Communist countries 
have  been able t o  play a pert i n   t h e  economic development o f  
SyrSa according t o  their favouri te   pat tern of strengthening 
the public  sector i n  tho  .industry and, more pa r t i cu la r ly ,   i n  
o i l  prospecting and exploitztion.  Nevertheless,  the small 
sca le  industries, hand lc ra fk  and serv ices   in   the   p r iva te  
sec tor  have been expanding,  though a t  a slower  pace  than  those 
i n  the public  onea The bulk of the  population is  s t i l l  engaged 
.in cqgrxLcuLture, which t?ccomts f o r  about  one-third of the  
ns t ione l  income, Overd l  economic perfomance  over  the las t  
deccde has not been very  &Fiking: the average annual increase 
i n  per capita income has been estimated at less   than 2% as 
against  the  over-ambitious  -target o f  5% s e t  i n  t he  first 
five-year plan, Since  then,  increased  tension with I s rae l   has  
diverted. a t ten t ton  from economic growth towards defence, 
clthough  the work on the major  projects,  including  the 
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total .  drawings, However, r e l a t i v e   t o  the s ize ,   populat ion &d 
needs o f  this vast underdeveloped sub-continent, this a i d  i' 

amounts t o   v e r y   l i t t l e .  Moreover, t o t a l  Communist a i d  del ivered 
t o  India r ep resen t s  o n l y  about 10% o f  ex te rna l  means put  at  t h e  
d isposa l  of  the   count ry  by Western  sources.   Soviet   credits 
amount to   one- th i rd  o f  those o f  the   Uni ted   S ta tes  and are   about  
10% smaller  than those  granted by the Federal  Republic o f  
Germany. World Bank a i d  exceeds that of   the  Soviet  Union, 
Aid f r o m  Czechoslovakia,  the  second  major  source o f  Communist 
economic a s s i s t ance  t o  Ind ia ,  m o u n t s  t o  only  one-fifth  of 
that of   the  United Kingdom, less than half that o f  Japan and 
is about   equal   to  that  o f  I t a l y +  Aid from  France and Canada 
exceeds that  from  Poland,  Smaller  Western  countries  (the 
Netherlands,  Belgium,  Switzerland, Austria, Denmark, Sweden) 
a r e  a l s o  cont r ibu t ing  t o  t h e  common Western e f f o r t  o f  a i d  t o  
India.  

79. Soviet  a i d  f r o m  the start, i n  1955-56, w a s  c h i e f l y  
'' e' d i rec t ed  towards  t he  development o f  h- operating 

within the publ ic   sec tor ,  The Bkilal S ee wor S, on which 
c o n s t r d c t i o n   s t a t e d  i n  the l a t e   OS, under an i n i t i a l  c r e d i t  
of $135 million extended in 1955 and 1956 still remains, 
toge ther  with t h e  A s w a n  Dam i n  Egypt, the mos t  importznt 
showpiece o f  Soviet  development aid. Between  1956 and 1966 
more t À a  $270 m i l l i o n  o f  Soviet  a i d  d e l i v e r i e s  were devoted 
t o  the building, i n  two s tages ,   of  a s t e e l  p l a n t ,  with an 
annual capac i ty  o f  2.5 m i l l i o n   t o n s  o f  s t e e l  which made it the 
l a rges t   s ing le   p roduc t ion  unit i n  India. Further  expansion 
of  the p l an t  is envhaged,  Another  major  achievement is t h e  
heavy engineering complex at Ranchi, built with Soviet  a i d  and 
able  t o  produce 85$ of t he  equipment  needed f o r  a s t e e l  p lan t ,  
Next t o  t h i s  Sovie t   p ro jec t  and i n  the same town, Czechoslovakia 
has built  a heavy  machine t o o l  p l m t ,   C o m u n i s t  a i d  was a l s o  
used t o  expand the  mining s e c t o r ,   e l e c t r i c  power production 
and pe t ro leum  ex t rac t ion  and  re f in ing ,   Sovie t   exper t s  working 
with the  Indian  National O i l  and N a t u r a l  Gas Commission have 0 - been, able to   i n f luence   t he  government. pol icy i n  that. f i e l d .  , . 

80. In 1967 t h e  Indian  Governent   decided t o  reduce the 
pace  of  the  public  sector  development in  an e f f o r t   t o   s t o p  
inflation, and t he   r e su l t i ng   budge tay   s t r ingency   exp la ins  
the  low l e v e l ,   s i n c e  196T9 of drawings on  credi ts   extended by 
Communist countries.  In May 1968 t h e  government  decided n o t  
t o  undertake  any m a j o r  industuial p r o j e c t s  f o r  t h e   n e x t   f i v e  
years  but r z t h e r  t o  consol ida te   ear l ie r   ach ievements ,  The 
Soviet  a i d  is  c?.t present  concentrzted o n  the b u i l d i q  of t h e  
first s tage  of  t h e  Bokaro steelworks due t o  be  completed by 
t h e  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 of t h e  heavy  machine building plzint 
at Ranchi, ad on t h e  development of the petroleum  ref incry 
at Koyali. 
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81, A s  f a r  as is  concerned,  an  experimental 
s t a t e  farm was b u i l t  y days as  a Soviet  grant,  but 
apparently met with l i t t l e  success. Equipment f o r  a number 
of s t a t e  fams and agr icu l tura l  machines and t r ac to r   s t a t ions  
was del ivered   la te r ,   bu t   resu l t s  have not come up t o  
expectations. To he lp   a l l ev ia t e   t he  consequences of the two 
major  droughts that plagued Ind ia   i n  1966 and 1967, the  USSR 
undertook .Pn December 1966 t o  de l iver  200,000 metric tons  of 
wheat (valued a t  $14 ni1l. ion)  as a grant. I n  economic terms, 
Communist agr icu l tura l  a t d  has been negligible, and the 
Soviet Unton, which prov.ided a wide var ie ty  of  indus t r ia l  
undertaktngs, had apparently mot attempted t o  promote the 
construct.ion o f  chemical f e r t i l i s e r   p l a n t s .  

t o t a l  a i d  received by India  consisted of food ,  but  recent 
agr icu l tura l   resu l t s  have  been  uuch more sat isfactory.  I n  
1968-59, India's food output was about 10% higher  than the 
previous  record  year, 1964-65, and it would seem that i n  a few 
years from now food  a i d  r c t l l  no longer be  needed.  According 
t o  some recent  expert  viewst  India may even become a grain 
exporter i n   t h e  1970s. 

82, Over the twelve-year  period 1958-1970, about 35% of 

83. Since 1967, there  has been a reappraisal  of the o l d  
policy of expanding India  steel   production, which s o  pleased 
the Soviet Union. India soems indeed t o  be suffering, a t  
least temporarily, from eicccss capacity i n  th i s  sector.  Under 
the second plan (1,956-61), th ree  new s t e e l  p l a n t s  i n  the 
public sector, each with slyl Ingot capacity of  1 mill ion tons ,  
were brd l t :  Bhilai ,  with Soviet  help;  Rourkela, with Gemnan 
assistance, and Durgapur with UK aid,  Simultaneously,  the 
pr.ivate Tata steelworks was encouraged t o  double its exis t ing 
capac.ity of 1. m i l l i o n  tons and the  IISCO works was expanded t o  
I million  tons. Dwcing the th i rd  plan (1961-661, the 
capacity of  the  Bhi la i   p lant  was increased t o  2,5 million  tons 
and that of  Rourkela t o  1.8 millîon, The fourth plan (1966-=71), 
envisaged or ig ina l ly  a, growth in   s teel   product ion  capaci ty  up . I I 

t o  19,5 million  tons, In f a c t ,  demand f o r  steel over t h e   l a s t  
f,ive years has ha rd ly  r.ison, and has stagnated a t  about 
6.4 mi l l i on  tons o f  crude s t e e l  and 4.5 mi l l i on  tons of 
f , inished  steel .  The two p lan t s  i n  the  pr ivate   sector  have  been 
opera-king a t  about 85% of their   ra ted  capaci ty ,  while the  
production of  the  steelworks  in  the  public  sector has n o t  
exceeded 55% o f  their   capm.ity,  The. only  favourable 
developmeirt wa8 in   the  export   f ie ld ,  which, i n  1968,  absorbed 
about 700,000 tons  of f . inished  steel ,  that is three  tîmes  the 
1967 figure,  However, the  production costs o f  Indian  s'tee1 
are high and exporters  have  been  asking f o r  very  large  export 
subs.idies (up t o  30% of  the value of the  products), These 
sobering  facts  have  led t o  the reappraisal  of the  planned 
targets .  Under the  revised  plan,  the capacity of the f irst  
stage 09 the  new Bokaro s tee l  plant,  t o  be b u i l t  with Soviet  aid, 
will be limited t o  1 , T  millfon  tons, and the task o f  expanding 
capacity t o  4 mPllion  tons w i l l  be  postponed u n t i l   t h e  f i f t h  
plan (1971-76), !?he czpac.ity of the  other  Soviet-aided  Bhilai 
s t e e l  complex will be expanded marginally from 2.5-3.2 million 
tons by end-1972, 
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84, Most of the  equipment  needed f o r  the expansion of  
steel production  capacity from about 9 mi l l ion   in  1969 t o  
11.2 mfl l ion  in  1973 will be  manufactured i n  India a t  the 
heavy engineerfng complex at Ranchb, which was s e t  up with 

machincry production, C o m f s t  a id  seems t o  have  been m o s t  
successful i n  the  expansion o f  petroleum refining  capacity,  
where Rumania, a long wi-i-h the  USSR, contributed t o  the  
developncnt of  the f o u r  r e f fne r i e s   i n  the public  sector with a 
t o t a l  capacity of 6,5 mill ion tons a year. Four other  
refinerPes i n  the prfva-ke sector  provide f o r  an addi t ional  
2,5 nillion tons,  but  total.  domestic demand i n  1968 was 
cstimrrted a t  15-8 million  tons and i s  expected t o  reach 
20.5- mZl'l.ion tons by -1970=73.: ' Present  plans  provide' f o r  a' 
to ta l   re f in ing   capac i ty  09 22.2 million  tons by 197Q-71, i n  
whjlch the  pr ivate   sector  will have a r81e t o  play  notwithstanding 
strong  Soviet  influence .in the O i l  and Natural Gas Comission, 
There a re '   a l so  good -prospec-f;s f o r  donestically produced "0 aluubinium, as a subs t i tu te  f o r  Smported copper, lead,  zinc and 
'kin, but t h i s  would require  further e l ec t r f c  power developmerh, 
In  this  f i e ld ,   t he  SovieL Unton has s o  f a r  contributed 
relatively l i t t l e :  ebout 15% of the increase between  1950  and 
1965, o r  some !% of t o t a l  domestic  production. 

.I Soviet aid, Apart from the heavy engineering m d  coal minfng 

85. India is learning by experience the danger of 
mcepting 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  markcttng the product.  Notwithstanding  the  recent 
nat ional isat ton of the SankZng 'system, the  new trends  in  
plcnnfrmg a re  towards m o m  f l e x i b i l i t y ,  less s t r i c t   c o n t r o l  by 
t h e  p l a n i n g  commission and the  government over  industrial  
developaent,  and  increased  attention t o  agr icu l tura l  
developnent  along l i n e s  more i n  conformity with the farmers* 
ora wishes and in i t i a t ives ,  During the f i sca l  year 1968-69, 
India .Imported about $220 n i l l i o n  worth of f e r t i l i s e r s ,   t h e  
bulk 69 which was financed wfth US aid. During the  coming 

chemical fe r t i l i se rs ,   bu t   the   count ry  will s t i l l  need t o  
import m o n f a ,  

, 0 .  years,  efforta. Wi.13. be rnzlde'to increese  -donestic  .production o f  

860 I n  recent  yecrs,  about 53% o f  India's  exports have 
been going t o  Cammis t  coultries and about 10% of her tmports 
bave come from these  corntries.   India 's  economic l i n k s  with 
the indus t r ia l i sed  ncn-Camunist world a r e   f a r  more essent ia l  
f o r  economtc g r o f l n  thm those established with Comuulist  
oouultries, Trie economic outlook at the  end of  1969 was a g a h  
ra ther  gloomy, xi th  a contZnued threa t  o f  i n f l a t ion  as money 
available was increasing more rapidly  than  production, and 
wages were growing faster  than  productivtty,  

87, The financing of  .investments  poses serious problems, 
a d  the  country will continue t o  Eeed foreign  assistance.  Cver 
the   l zs t   th ree   years ,   the   ne t  amount o f  foreign  assistance  has 
dwindled ($lt307 mill ion .in t he   f i s ca l   yea r  1964/65, 
$603 m.illion in 5.968/69). Tbe nmber of foreign  private 
.investment of fe rs  dropped from over 800 in 1965/66 t o  114 is 
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little cotton). Industry .$S almost  non-existent,  and  handicraft 
suffered from the  Jewish  exodus  in  the 50s. Coffee  remains 
the  main  cash  crop,  Other  exports  consist of hides,  skins and 
some cereals.  Geological  prospecting  undertaken by Soviet 
experts has so far  not  revealed  any  significant  oil  deposit, 

89, Communist  aid ha8 contributed  to  the  development of 
the  oowrtryfs economic  infrastructure,  Relatively  little  atd 
from Western  sources  had  been  accepted by Yemen  before 1966, 
Amomg the few projects  undertaken  with  Western  aid  may  be 
mentioned  the  water  supply  system  of  the  town  of Tafizz, built 
by the  United  States,  The  Chinese  Communists  concentrated 
their  efforts  (over $35 mfllion d r a m  by  the  end of.1969) on 
the  constmnctfon of  the  rozd  connecting  the  Hudaydah  port  to 
Santa, the- capital of the countrya ,In addition; .they , . . . .  , 

completed a textile  miU.  early in 1967, The Soviet  Zone of 
Germany,  which has been  the  most  active  of the East European 
countries in Yemen,  prov.ided t'ne telephone  system  and  electric- 
generating  equipment in the capital-,  -and  carried  out  part  of a 
telecommniuations project t o  whlch  Czechoslovakia also 
contributed, Hwagaryfs m i n  aid  contribution was equipping 
and  staffing a Soviet-built  hospital. 

90, !Phe main  Soviet  effort so far in opening up the 
cowltry to the  outside  world has  been  the  construction of a 
new port at Al Hudaydah, for which  about $15 million  was 
prov.ided on credit  terms .in 1956, The  inclusion  of  this  port 
in the  Red  Sea  schedules of several  Soviet and East European 
shippfng lines  before the  closure  of the Suez Canal in 1967 
contributed  signif3cantly to the expansi-on of Yemen's  trade 
with  these  countries, The Soviet  Union  was  also  engaged in 
afrfield construction,  .in  land  reclamation  schemes,  and 
.Improvement  of  cotton  oulQ.fvation.  At  the  end of 1968 the 
USSR agreed  to  reactivato'various  projects,  including {he 200 km 
long Huclaydah-Tafizz  road, on which  work had been  started in 
February 1966 but had been  abandoned  during  the  civil  war, 
Tle building of a cement  plant and a fish  canning  factory,  and 
the  aevelopment. of a fishing. port  at A l .  Hudaydah. was . . . . . . I . 

reconsidered. In the  field of education,  the  Soviee  Union  has 
proposbd the  setting  up OF some  vocational  training  centres. 
Over 1,770 Yemeni  have so far received,  or  are  receiving, 
accdmic or technical  training  in  Communist  countries, matnly 
the USSR; Ove,- recent  years,  some 900 civilian  technicians 
and Iabomers from Communist  countries  (nearly  half of which 
were  Chinese  working on rord  construction)  have  worked in the 
country  though  their amber declined  sharply in 1969. 

91, Yemen has a continuing  need  for all types of economic 
ax2 technical  aid,  However,  it  produces  very few exportable 
goods, The Communist  countries have had to provide  foodstuffs 
and  consumer  goods,  under  various  commodity  loans,  that  were 
so3d.in the  country  to  generate  the  local funds needed  for  the 
.implmontation  of  their aid pro  rames. After  the  Arab-Israeli 
V ~ P  .in2967* Western  influsnce 'T mainly  that of the  United 
Statea,  Germany and Itely) was further  reduced, and its 
iuterests  practically  eliiaznated,  The  civil  war,  which  cont3-nued 

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



-6 5- NATO COIWIDEIYTIAL 
AC/89-W/2V 

throughout 1968 and the  m a j o r  p a r t  o f  1969, precluded .?my 
ser ious  economic progress during this period. The cowltry, 
which has no t   ye t   s t a r t ed  i t s  indus t r ia l i sa t ion   p rocees ,  
depends a l m o s t  exclusively on i m p o r t s  from t he  C o m u n i s t  
count r ies  for development aid.  The influence o f  t he  G o m i s t  
countr ies  i n  Yemen is l i k e l y  t o  continue Ln the   foreseeable  
f u t u r e o  as the r o a d  t o  i n d u s t r i a l i s a t i o n  and economic 
development will probably  be a very long one. 

Guinea, which  up t o  now has received more Communist a i d  thm 
any  other .   Afr ican  country( l )  , is  3. t y p i c a l  example o f  a 
developing  nation where po l i t i ca l   cons ide ra t ions   a r e  
p r e v a i l k g   o v e r  economic ones  - in  the  question of development 
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asa . i s taoe .  The Communist aid p r o g r m e  f o r  Guinea has 
fluctuated widely  according t o  the changes in  the  countryts 
pol i t ioal   or ientat ion.  hfter the  break wi th  France in 1958 
and up t o  the  end o f  1961 it looked as if Guinea would  become 
a major base f o r  Cornunis$ a c t i v i t i e s  i n  Africa,  Indeed, m o s t  
o f  the aid. received was extended during the years 1959 and 
1960 no% only by the USSE but   a lso by various  East European 
coudr i e s  such as Czechoslovakia Hungary, Poland, the  Soviet 
Zone of  Gemany, and by Communisi China, An ifoportant part 
of  t h i s  assistance  was'promptly  used on the  construction of a 
powerful  kadio station,  public  address systems and rallio 
equipment, thea t res  and &wembly hal ls  and publication 
fac i l i t i es .   In   addi t ion ,  E nmber of  c ivi l ian  technicians from 
Comrrtmist countries  replaced French experts in various  functions 
both .ins.ide and outside' the.   govemélztal   services,  The 
Soviet Union, ass i s ted  by Czechoslovakia, improved the  access 
t o  and faci l i t ies  o f ' t h e  Conakry a i rpor t  and provfd.ed a i r c r a f t  
and tecMfca1  assfstance for the egtahlishment and operation 

cid,  assistance t o  increase  the  production  capacity was l e s s  
.important  though a few . industrial   plants and agr icu l tura l  
projects.were completed, 

93. When, i n  December 1961, the  Soviet Ambaseador was 
expel led  for   interfer ing with in t e rna l   po l i t i ca l   a f f a i r s ,  the 
Gutnem Government attempted t o  a t t r a c t  new Western a id  and 
pr.ivate  investment, The loca l   au tho r i t i e s  complained  about 
the  !'overpricingtt of  S0v.io-b del iver ies  and the  inadequate 
quali ty of the equipment  provided, The government a t  the time 
even refused  to  pay irts outstanding  debts t o  Ccrmmunist 
oountrles, However, prospecta f o r  Western a id  remained 
mcer t a in  and the  authori t ies   gradual ly   real ised that their  
a b i l i t y  t o  play o f f  Commw-ist against  Western a id   o f fe rs  was 
no t  unU.tnlted, A more sophfsticated l i n e  of neut ra l i ty  between 
East and l'?est was consequently  adopted, and, a f t e r  a sharp drop 
i n  the early 60s, Communist a i d  regained some  momentum. Mew 
credi t s  were ex-kended, a large par+ of  which was used t o  fund 
accmulatcd  .trade  def.icita: . By l%?., about 1,670 .c ivi l ian 
technical  peraonnel from Communist countries were again a t  
work i n  Guznea, o f  which about 3,,000 were Chinese, engaged i n  
varbow agricultural   projects  ( tea,   tobacco,  coffee,   cotton) 
and on the  completion of  a small scale  dam. The Soviet 'U;nion 
moved with more caution and proposed new credf t s  t o  put 
various existing  projec&s on a sounder ecocomic  and technical 
basis. In the meantime, c loser   re la t ions  with France and 
varfous  other Western cowtr ies   ( including the Untted Zingjlom) 
were resmed,  and the gcmcment  decided  to  develop the 
exploitat9on of its vast  reserves o f  bauxite  near Bok6 with 
Western assistance.  

' 0  of  the na t iona l  a i r l ine .  In comparfsm  with' infrastructure 
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9 5  LI 

MALI 
Population (1968) : 
4.8 million 

GDP per head (1967) 
estimated at about 
$75 
Communist aid : 
Tota I exteqded 
since 1961 : 
$ 155 million 
T d a  I drawn 
(mid-1969) $89  
million tx $ 19 
per head 
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Communist countries, although both Chfna and the Soviet Union 
provided some hard currency  in 1966, U n t i l  then, Communist 
a i d  had mainly  consisted . i n  providing on cred i t   t e rns  a 
geological 6 w e y  which did not  lead t o  any  important new 
discoverfes, some eqilipment  and technical   ass is tance f o r  
transport  ( a t r  and road) slnd various small t o  medium sized 
i n d u s t r t a l  plants,  as w e U  as   agr icul tural   projects ,  most of 
which had t o  be postponed i n  vtew of  the  ser ious economic 
crisis.  After  devalutng  the  national  currency by 50$0 a t  the 
end of  1967, Mali  sought t o  obtain  assistance from France. 

96, Since then, Soviet  aid  has been  confined t o  the 
constmctron of a cement p l a t  and the  de l ive ry  of equipment 
and tschnical  assistance.  for. the  "Office  du.Miger9' s e t  up .in - 
ear l ler   years  by France. Communist China, which, before 1966, 
had buil-i; a sugar refinery,  a c igare t te  and a match factory, 
recently  completed-bhe  construction of a motel, a cinema, a 
broadcasting  station, a $8 mi l l ion   t ex t i le   p lan t ,  and a 
tannery, and continued t o  provide  technical  assistance t o  
Malian agricul ture   ( tea   f ice ,   sugar) .  Communist aid has a l s o  
provided some help f o r  &he heal th   services   in   the form of 
hospi ta l  equipment and medical staff, and contfnued t o  assist 
.ih the  f i e ld  of  edccation, I n  1969, there  were s t i l l  about 
1,300 c.iv.91ian experts from Communist countries a t  work i n  
Mali, of which 800 were Chinese and 400 Russian. 

the economic development os-" the country. The economic 
s l tuat . ian remains  precarious,, The countryrs  balance of 
papent8  oontinued..%o  deteriorate and the  unfavourable  weather 
condltfovls  during the 1968j69 crop  season  adversely  affected 
exporta  and  increased the need f o r  food imports, The annual 
debt  service has been  est.imated t o  amount t o  nearly 
three-quarters of  Malian export  revenues i n  1966/67.  Western 
aid (parbfcularly  France) proved indispensable, and could i n  
par t  be channelled through the European Economic Community, 
of  which Mali is an assoc.iate member, In  1967, Mali was &ill 

comtrtes,   but,   since  the  mili tary coup i n  PJovember 1968, the 
new regime has attempted t o  strengthen i t s  ecoacmic l i n k s  with 
the West. Western trade and aid could  well  prove t o  be a 
be t t e r   a s se t  f o r  economic  development thac credi t s  from 
Communist countries. 

97.  Communist a id  has not  contributed  sfgnificantly t o  

directing'about 30% of  ita t rade  towards the  Comunist . .  
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The  Soviet  Union  started  its  attempts  to  gain a foothold  in 
the H o m  of Africa  in 1961 by extending  credits of over 
$50 million to Somalis,  This  was a considerable  amount f o r  E! 
country  which  was even more backward  than  the  other Afr2.cz.n 
countries  mentioned  above. Somalia is  still  in  the  stage of 
a subsistence  economy, E. large  part  of its population  konsists 
of nomads, it has no railways, and it  exports  only  lives-t;oclc, 
hides m d  skins, g~2.m~ cereals, c o t t o n  and fmrit (banana 
exports  have  been  favoured  with  Italian  assistance).  Apart 
from a weaving  and iz spinning  factory  built  with  Eggptian. 
assistLmce,  industry i s  practically  non-existent, 
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99. From the start ,  the Soviet economic a i d  programme 
enooun'cered serious  diff.icüLties  as  the Somali Government was 
unable to pay the   l oca l  aos t s  o f  the   projects  under-i;ak- o r  
to  maintain them i n  operakion a f t e r  completion.  Soviet 
assistance went mainly t o  the  establishment o f  t h ree   s t a t e  

packing and f i sh  camlng),   the development sf the  Berbera 
POX% and a small hydro-electric  plant. In an e f fo r t  t o  help 
Somalia solve  the problem of  loca l  costs ,  the USSR agreed t o  
extend I n  1966 a conmodïty loan (worth $8.5 m i l l i o n )  
consisting  mainly  in the delivery of petroleum t o  be s o l d  
1ocaJly t o  generate some local  currency  funds,  but  the  lack 
of cap i ta l  and technical  howledge  continued t o  plague  the 
.Sov.iet eoonomic a id  pro jec-ts,. , I n  August 196.8, the .USSR had. . . . . . 
to   agree   to   the  postponement o f  the repayments on overdue 
loans  extended t o  Somalta for  another  period of one t o  two 
years*  Chinese aid, which s t a r t e d   i n  1963, was hardly more 
successful. as f a r  as' eoonomic development pro Sects. .were 

L 0 ooncerned, It was only  .in .!flugust 1967 that the  first project, 
an  exper2rnental r i c e  and tobacco  cultivation scheme, was 
formally  agreed and i n  June 1968 tha t  the loan agreement 
mdertaken by China f i v e  years e a r l i e r  was f ina l ly   r a t i f i ed ,  
In the meantime, the  Chtnese had constructed, as a grant,  the 
National  Theatre and ex-bended budgetary  support and r e l i e f  
aid as f ree  gifts. By mid-1969, about 170 civil ian  technicians 
from Communist countries were a t  work i n  Somalia. 

5 farms, a  few food  proceming  plants  (milk  processing, meat 

LOO, The experience .Zn Somalia drew Soviet   at tention t o  
h i ther to  unfamiliar problems; such as the  l imited a b i l i t y  of  
developing  countries  ta  absorb aid,, Communist economic a id  
sometZmeb helped  the  cowtry  to  overcome temporary  budgetarian 
problems, but d i d  l i t t l e  t o  he lp   i n  economic development, 
In   fact ,   the   loans extended imposed a  heavy  burden on the 
balance bf payments of the recipient  country. For fur ther  
progress,  technical and educational  assistance may be a 
prerequdaite and, i n  this f . ield,  Western countries with 
longer  experience may well  be a t  an  advantage. Somalia, which 
.is aware o f  the  need. f o r  Vestern  assistance, i s  also an 
associate  member of  -the European Economic Comunity, and 
d i rec ts  i t s  exports  almost  exclusively t o  non-Comrmnist 
oountriés. A s i zab le   p s r t  of i t s  imports  (in 1967, 17$), 
however, come from the USSR and w i l l  have t o  be repaid by 
increased  exports, 

(d)  Other main rec.i.ient  countries 

101, In most other recipient  countries,   the impact of 
Cornmis t  aid 0x1 their  economic development has s o  f a r  been even 
less marked than  in  the case of  the countries examined i n  the 
precedhg  paragraphs. In some cases, such as Al er ia ,   PaAsia ,  

E o y  resu l t s ,  It w f l l  o n l y  be a f t e r   t h e  completion of some major 
projects  (such  as the A_l?nz?'oa stee2xorks  in  Algeria) that it w i l l b e  

Iran, lzrge sca le  a i d  p r o g r m e s  have  been sta* t o o  W'- xccenmy t o  
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102. 1n.donesia is a special  case.  Notwithstanding  large 
scale   ass is tance extended by a l l  the Communist countries 
between  1955 and 1961, amoLmtfng t o  same $650 mill ion,  %he 
psllcy followed by S-ukamo up t o   t h e  end of 1965 f rus t ra ted  
any attempt t o  provide a so-and basis f o r  economic growth. 
Indeed, between  1958  and 1966, i n d u s t r i a l  output first 
decreased and then  stam-zted a t  about  the 1958 level.  Over 
Yne decade 1958/67, gross domestic product per  head d id  not 
r i s e  a t  al l .  . . .  . 

103. The la rge   sca le   publ ic i ty  campaign that has 
acompanied  the economic a i d  programmes of Communist countries 
ditrec%ed towards the non-Communist developing  countries  centres 
mainly on three  object ivest  

creat ing  the .image of a Communist world that could 
offer   the newly  Andependent states an a l te rna t ive  
source of large sca l e  economic development 
assistance. !I!hfs wozild enable them t o  replace 
Western a id  and reduce t h e i r  economic dependence 
on the   ex-colonid powers f o r  their  rapid 
indus t r fa l i sa t ion ;  

presenting Communist aid as   f inanc ia l ly  more 
advantageous t h a  Western a id  by poin t ing  out  the 
'pgenerousft  condit.ians  attached t o  Communist credi ts :  
.low . in terest   . ra tes , ,  Long repayment periods and the 
poss ib i l i t y  of repaying  principal and i n t e r e s t   i n  
the  form o f  expor t  commodities rather than hard 
currencies; 

s t ress ing   the  "unselfishtr character o f  CommunPst aid 
directed t o  indus-i;rial developrient pro jec ts   in   the  
public  sector  fzvouring  raTid  overall economic 
growth. Inves tmnts  by the  industr ia l  West would 
lead t o  an eve-growing drain of foreign exohange 
from the  recipient  country i n  respect of  i n t e re s t  
charges and  repayment of principal. Western aid 
would contribute l i t t l e  t o  growth, and serve t o  
replace  the o l d  colonial   type of d i rec t  domination 
by a new system OP economic subservience t o  the 
wealtiy Westem nations, 
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104.- After 1960, however, Communist China turned most of 
these propaganda  themes agatnst   the  Soviet  Union, seeking  to 
throw dfscredi t  on Soviet a i d  progmames, In   an   e f for t  t o  
csser t  5-ks own presence .in Third Wor:Ld countries, China d id  
not  hosi-bate t o  t r y  t o  undercut  Soviet a id  by offer ing 
.interest”free  longer term credi ts ,   special   types  of  purely 
f inanc ia l  aid, and the  sending of technical  assistance 
personnel.  under  conditions whzch would be  lmacceptable  to 
Sov.iet or East European experts, 

105. Any comparison o f  the net  f l o w  of f inanc ia l  
resources t o  developing  countries  demonstrates that  the  
Comnunist~countrles are providing  only a minute, and indeed 
dwindlfng, f rac t ion  of  the t o t a l  put a t  the  disposal of 
develop$rzg countries. Over .the las-% -five  years, 1964-1968, 
t he  avers e annual  net flow of finance from Western sources 
h m  been &0,8 b i l l i o n  ($6.6 b i l l i o n  from the public sec tor  
cad $4,2 bi l l ion   f ron  the pr iva te   sec tor ) ,  as against  t o t a l  
r i d  del. iveries by Communist countries mounting annually t o  
cbont $1.0 b i l l i o n  ($300 nz911ion t o  developing  countries of 
the aon-Cbmmunist world, $350 n i l l i o n  t o  Communist developing 
co‘Lzultries, and $380 million normal and special  a id  t o  Cuba), 
As regards the developlag  mtions of the Third World, during 
tho Icst five  years,.ComunLst  oountries  provided  less  than 
37; of %be f inanc ia l  meens u t  a t  their   d isposal  by the 
industr ia l ised  Free World y.i.e. including the flow from 
privcte  sources) and less than 5% of offj lcial  Western aid, 
The comparison f o r  the  year  1968 between  Western and Eastern 
aid(1) .is even more discdvmtageous f o r  the Communist 
countries: Western off.ic.ia1 a i d  was nearly 28 t i nes   l a rge r  
thcw Eastern a i d  and, if .pr.ivate  Western  investment fur,ds are 
.incLuded’  (which, although not a id  in   t he   s t r i c t e s t   s ense  of 
the  tern, nevertheless  contribute t o  economic development) , 
the  flow of f i n snc ia l   meas  from the West was some 50 t i nes  
lmger   than  from Communist sources. 

106. With a GNP est.i,aated t o  represent   s l ight ly  less than 
half (4876) that of the United States, the annual  average  net 
Soviet a id  del iver ies  over the l a s t  f ive   ears  (1964-1968) 
mounted to   l e s s   t han  one-2-ifteenth (6.5$ 7 of the  3s o f f i c i a l  
aid flow t o  developing m t i o n s  o f  the non-Communist world. 
Compming the Soviet   effor t  with t h a t  of the  European 
mmbcrs o f  3TAT0, wherees Soviet GNP represented  about 70% of  
their   to t&,   Soviet  a id  over the l a s t  f ive  years  has mounted 
t o   s l i g h t l y  more than 107; of  that  delivered by NATO-E-xrope, 
France has been  deliver.ing  annually  three  times more o f f i c i a l  
a.id to developing  countr.tes of  t he  mird Warld than the Soviet 
Vaton, clthough  her GNP .is about  one-third that of  Yne USSR. 
In  more recent  years,  the  Soviet  perforaance has been  ever 
poorer  thzn  the f i v e y e c r   c m u s l  average would suggest. 

(1) See Table I X  a t  Amex 
. . .  
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GRAPH VI - G R A P H I Q U E  V I  

NATO  CONFIDENTIAL 
AC/89-WP/287 

OFFICIAL  DEVELOPMENT  AID WESTERN & COMMUNIST 
Net flow of  Financial Resources from the Public Sector to less developed Countries of the Non-Communist World 

A l D E  ECONOMlQUE OFFlC lELLE DE L'OUEST E T  DES COMMUNISTES 
Montant net de /'aide financière fournie par le  Secteur public aux pays en vue du développement du monde non-communiste 

( 0 )  AS PERCENTAGE  OF  TOTAL  OFFICIAL  DEVELOPMENT  AID  DURING  THE  PERIOD 1960-68 
POURCENTAGE  DU  TOTAL  DE  L 'AIDE  ECONOMlQUE OFFlC lELLE PENDANT  LA  PERl ,ODE 7960.68 

OECD - DAC  COUNTRIES 
PAYS  OCDE - CAD 

COMM. COUNTRIES 
$ 3 bi l l ion 

PAYS  COMMUNISTES 
3 milliards  de $ 

$ 56 b i l l ion 

56 milliards  de $ 

(b) IN  MILLION $ 
EN MlLL lONS  DE $ 

OECD - DAC  COUNTRIES 
PAYS  OCDE - CAD 

COMM. COUNTRIES 
$ 3 bi l l ion 

PAYS  COMMUNISTES 
3 milliards  de $ 

94.6 % 

$ 56 b i l l ion 

56 milliards  de $ 

EN MlLL lONS  DE $ 

Oo0' 
COMMUNIST COUNTRIES - 
PAYS  COMMUNlSTES 
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107, A s  t o  the 21,500 technicians and labourers from 
Comuunist countries E t  work during recent  years i n  the 
developtng x..zaeas of the non-Connunist world, there  were more 
than fire t tmes t h i s  nurrber of experts  in  these  countries 
provided s f f f c i a l l y  by the West (103,000 i n  1966 and 111,000 
.in 196‘7). S imi la r lyp  wherms  about 17,500 students and 
t ra inees  f ron  developing  comtries were receiving  technical 
and’ acr;demfc t ra in ing  iS Conaunist  countries,  over 69,000 
(35,000 students and 34,000 technical   t rs inees)  were taking 
advmtage of  edxcation and t ra ining  ass is tance schemes i n  
Vestem  countries,  while  aore  than 11,000 were benefit ing 
f ron  s t m i l a r   f a c i l i t i e s  se% up with Westelm a i d  i n   t h e i r  own 
cowntr,ies, These  Western f.igures do not  include  technicians 
prov.fded by individual Western fimns f o r  the   ins ta l la t ion  of 
equlpment and plant  delivered on a private  basis, no r  students 
or technical   t ra inees  s-lmdying i n  Western countries on their  
own cccomt.  Furthermore, whereas Communist technical 
c?ssiststnce is aormalJy~’.inclxde?ï in   the  overall credit 

108. m e  record o f  economic aid  del iver ies  t o  the Third 
Vorld by East European countr ies   in  comparison with the West 
.is hardly  better,  Czechoslovakia, which leads the group of 
Warsaw Pact  countries in terns o f  economic aid del iver iea   to  
developtng  countries, . a d  wbse GNP per head is perhaps o f  the  
s m e  order as t ha t  of  I t c ly ,  spends  about $1.40 per 
înhabi.t;tmt per year on économic a i d  t o  the developlng areas of 
the noiz-Comunist world, while the  net  o f f i c i a l  flew of 
Italian a i d  mounted  over the l a s t  two years t o  about $2,70 per 
head. The net  govermentcl aid disbweements o f  a l l  the 
Eu-ropecn >TAT0 countries  represented $8.20 annusllly per 
inhcbitcnt  during  the-  years 1964-68, I n  a l l   t h e  Warsaw Pact 
countries  (excluding  Czechoslovakia)  net economic aid 
deliveries  represented  less  than $1 per  inhabitant. 

( c )  Terms o f  Aid 
. a  109.. Contrary t o   t h e   c l a i m  of  C o r n m i s t  propaganda, 

Comunist  aid on the whole .is extended  under terns l e s s  generous 
2h.n those of  Western off.ic.ia1 Cid. The Cor;munist nethod of 
coapcrzng in t e re s t   r a t e s  and repaynent  periods  appliczble t o  
govemexttzl   loans  cnits the f a c t  that  half t he  t o t a l .  Westem 
assistsnbe consists of grents  without  repopent,   2iring  l967 
and 1968,  Western grants  mounted  annually  to  sone $3 bi l l ion .  
Up LUIWL 1960, grants eccoiuated f o r  sone 85% of  Western 
off.icir=l c i d  contributions,  while  the  remainlng 15% was extended 
c?,% high  conmescial interes% r a t e s  2nd f o r  r e l a t ive ly  short 
periods,  Since  than,  the Bhare of  grants has gradually 
declined (50% i n  1968) but, s imataneous ly ,  the  terns   a t tached 
t o  Ifestorn o f f i c i a l   l o a m  hcve been considerably eased,, 
Nevertheless,  the  picture vzries wrdely fron one l?estern 
country t o  another: 936 of Belgian  econonic a3-d extended i n  
1968 WL?S oh ran t  bas.Zs, This share was 925 f o r  Norway, 75% 
f o r  Camda, 722 f o r  the Netherlands and 70% f o r  France, I n  the 
UIC .It wzs 4674, i n  the US 45$ rad i n  t h o  FRG 36$. I n  con t r a s t ,  
98,!5$ of  Soviet a id  and 99,4$ of East Europsm afd  nust  be 
rcir;ibursed by the recip.fent  oountry, 
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Communist China 

TABLE 5 

GRANTS IN COMMUNIST ECONOMIC AID 

NATO COEJFIDBN!I!I& 

Soviet Union 

as % o f  
t o t a l  a id  
>onmitmenta 

1 
2 
10 

O 

2 
ne& 

2 
O 
O 

1 , 5  

. .   . . . .  
" 8 

Eastern Europe Communist ToLa1 

11.2 0,5 I 222.2 

4 
I 
P 

I 
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110. The  growing  burden of servicing  the  accumulating 
foreign  indebtedness  of  developing  countries,  estimated  at 
necrly $48 billion  by  nia-1968 and requiring  annual 
reimbursemenls of  nearly' $3.0 billion  in  principal  and 
$1.3 billton in interest, has become a subject o f  concern in 
both  recipient  and  donor  countriea. In the  West,  the  aim  has 
been to lower  interest  rates  and  extend  repayments  over  longer 
pesiods(l), Little  has  been  done in this  direction  by  the 
Comrrrrmist  coun'tries. The  Soviet  Union has increasingly 
introduced  ltcommerciallg  oredits  with  shorter  repayment 
perfods  and  relatively  higher  interest  rates.  Communist  China 
is extending  interest-free  loans  rather  than  grants,  which  in 
the  early  yea,rs (1960-62) represented a large  share of 
Chfnese  aid. The East  European coiintries  have  lowered  their 
interest  rates  somewhat to bring  them  into  line  with  the 
Soviet ones, but do not seem to  have  lengthened  significantly 
the  repayment  perfods. 

111, In the  West, the merage weighed  rate of interest 
attached  to  official  aid has fluctuated  between 4.7% in 1961, 
3.19 in 1966 3.8% in 1967 and 3.3% in 1968. The  average 
duration of these  loans was 18 years  in 1961, and  has  since 
been  lengthened t o  233 years in 1.966; 2'3 years  in 1967 and 
25 years in 1968. Those ftmres demonstrate  that  the 
generosity  of  Soviet loans 7011 average, 2.8% interest, 
dwation about 15 years) .is nothing  exceptional in Western 
official aid, and is largely  overtaken by Communist  Chineae 
terns of afd. 

13.2. llhe willingness of the,Communist countries  to  accept 
as  repayments of principal  and  interest  the  tradktional  exports 
09 the recipient  country,  and  even,  in  some  instances,  the 
goods  produced  by  the  enterprises  established  with  Communist 
aid, has undoubtedly  contr.ibuted  to  easing  the  constant 
pressure on the  recipient  countries  for  convertible  currencies, 

. . .  . . .  . . .  

(1) The CAD members  of the  ;OECD.=agreed in February  E969  on a . L , 1  

reomendation that  member  countries should extend 70% of 
the.ir  total  official  development  assistance  in  the form of 
grants or grant-like  contributions or to  ensure  that  their 
developmen?  assistance  commitments  contain an average 
concessional  element (i.e. the  face  value of the  commitment 
leas the  discounted  present  value of the rewired 
amort:isatfon plus ixterest  payments,  using â 10% discount 
rate)  of  at  least 8576, 
Esamples of  such l oans  are: 

. .  . . . . .  
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mis advantage is, however, l imited t o  the extent that  these 
exporta  cannot  normally  find  an o u t l e t  i n  Western  markets; the 
poss . ibi l i ty  o f  repaying Communist debts with t r ad i t i ona l  
exports may thus tond t o  reduce  the  economically  healthy 
pressure for redirecting  the  production o f  the  developlng 
country  towards  economioally more competitive  types o f  goods, 
although they a r e  undoubtedly a welcome, i f  temporary, r e l i e f  
f o r  the recipient  counlxies, 

(d) V&ngtt of econom,ic a id  

13.3. "Aid  tying", which implies the  imposition by donor 
oomtr ies  of the  condition  that  goods and services  financed by 
aid should be  purchased  exclusively i n  the donor  country, is 
generauy  recognised  ae one of the worst constraints  hampering 
the good functioning .& aid,..- ..Su&,= ..condition may indeed-. compel- : ;.'.U 

them to accept  higher prices o r  a lower q u a l i t y  of goods than 
they would if they had free chofce as t o  available  sources of 
aupply, I n  the West, the   p rac t ice  of  "tying"  aid had been 
gaining i n  importance in the  608, par t icu lar ly   in   the  United 
States,   faced with balcnce of  payments d i f f i cu l t i e s ,  but  there 
i s  a general agreement that the  free  choice of  suppliers remains 
the  object ive t o  be rezched as soon as the   in te rna l  economic 
s.ituat.fon of t he  donor pemt ts .  l'he United States  has  recently 
decided t o  %nt iev t  a Iz rger   par t  o f  i ts  a i d   p r o g r m e ,  It has 
beon estimated tha t   a id  tying i n  1967 applied t o  58% of gross 
Western  development aid  disbursements, and t o  s l ight ly  l e s s  
than 75% of  t o t a l  aid 92 the t ied shares of  de l iver ies  of 
Eiervices  and goods under  technical  assistance schemes are included, 

114. Nevertheless, .in 1967, $le8 bilZJLon of aid  delivered 
m s  extended  "untiedft, all by  non-Comunist countriesI The . 

share of %on-tied'f a id  .in t o t a l  ne t   o f f i c i a l  disbursements 
varies  widely from coun-kcy t o  country,  In MATO donor countries, 
it represented: 

WIiE 6 
Nowtied a i d . a s 9  of  t o t a l  Western o f f i c i a l  a i d  

Country I . 1966 I 1967 1 
. "  

Portugal 73 86 
Germany 38 40 
United Kingdom 29 35 

. Belgium 1;' 28 34 
F:  Netherlands 4' 4 '  

1' 24 32 
Prame 
I t a l y  
Norway 
Denmark 
United  States 
Canada 

f : !!' 

In  nddftion, a la rge  pcr-t; (nore  than 40$ i n  1967) of the %-',edtt 
afd consisted of granta n o t  involving any sepaymert burden on 
recfplen"t;  countries. 
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115. A s  against  the  prevailing  Western  practice of leaving 
at  leest  some  freedom  of  choice  to  the aid recipient, all 
Communist  aid is extended  on a non-convertible  basis,  thus 
requiring  that  any  delivery of goods  or  services  under a 
Comnunist  aid  programme be purchased  solely in the donor 
countrs. 'While  reciDients  of  Western  "tiedf9  aid  can  choose 
betweb-competing subpliers  within  the donor country,  even  this 
limited  freedom of choice  .is  denied in Communist  donor 
countries  where  there 1s no  internal  competition. 

116, Although  it  is  generally.,agreed anong developing 
countries  that  multilateral  aid is one of the  best  channels 
for avoiding  "attaching  undue  strings"  to  economic  aid,  the 
Communist  countries  have  steadily  rejected  any  form of 
ass.istcnce  that  does  not  allow a clear  identification  of  its 
netional ortgfn,  None of the Communist  countries  participates 
in such  international  organizations  as the International  Bank 
f o r  Reconstruction  and  Development,  the  International 
DevelopmenI  Agency,  the  International  Finance  Corporation, or 
.ln regioml development hanks established for Africa,  Asia or 
South &erica.  They h&ve been  unable  to  set up, even within 
COMECON, anything  nearly  equivalent  to  the  Common  Market 
inst.itution,  which  prov.ides  such  assistance  (European 
Development Fund). Even .ln the few United  Nations  Aid  and 
Develspnent progrmes, where Communist countries do 
contribute  (only 3% of the total  contributions  to  these 
p r o g r m e s  is of Communist  origin),  they have been  anxious  to 
separate  clearly and to  control  the  use  of  their  participation, 
Contrcry to the  general  practice, the contributions of Coununist 
countries to  such progrmes are extended in non-convertible 
currencies  restricting  the  use of such  funds  to  deliveries  from 
the  donor  country. I k e  Soviet  Union, ,for instance,  has  sought 
to  concentrate  its  assistance  on  selected UN projects,  where 
.its  con%ribution  either plcys a leading  r61e or can  be,  at 
least,  identified  and,  therefore,  openly  presented 8s a Soviet 
contribution. A further  indication of this  reluctance  to join 
in  nultilateral  schenes vms .recently. gfv.en..i.n ECOSOC by  the 
evmive attitude  adopted  by  Communist  countries  vis-b-vis the 
second UXT decade for development  due to start in 1970. 

11'7. Idotwi%hstanding  the  striking  absence of Cocnunist 
pcrticfpation,  the  uulLllctcra1  institutions  have,  since  the 
emly  1960s, been  playing a rapia1y  growing  r6le in the  world- 
wide  developnent  atd  effort.  Whereas,  in 1963, net 
disbumenenta by these  institutions amounted to $284 nfllion, 
or an order of magnitude  comparable  to  total  Connunlst  aid 
d m n g  that  year,  by 1968 the f low of aid  received by 
non-Comunist  developing ooixntries from nwltilateral  sourceB, 
~s%inated at $1,200 nillston,  was more than four tines  larger 
than tk-L; obtained from the Communist world. It  represented, 
in 1968, 8ome 17% of  totcl  irestern  bilateral  official  net 
disbursements as against 5.5% in 1960. A nuuber of KAT0 
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-7% 

oountries have  been chcnnelling  increasing  shares o f  t h e i r  
o f f i c i a l  zid programmes tlmough multilateral  organizations. 
Over the last  f ive  years  (1964-1968), on average, two-thirds 
of  Norwegian, more than half of Danish, one-third of  I t a l i a n  
2nd Netherlands,   nearly  onefifth of  Canadian,  and more than 
14$ o f  Belgian  off ic ia l  aid followed th i s  course. The share o f  
nlfl tPlatera1  aid was incrézsed  during the l a s t  two years i n  
the  case of Gemany (15$)+ t he  United  States (8%) and France 
(6$), while, i n  the Unitecl Kingdom, it  remained a t  about 
l&ll$. OM zverage,  during  recent  years, the contribution of 
Western c o w t r i e s  t o  mult.flatera1  agencies rtrlomted t o  about 
l@ of -t;he.ir t o t a l  disbursements f o r  o f f i c i e l  devdopment  aid, 

(f)  Conclusion 

118. Western financi31 cad technical  assistance,  accounting 
f o r  over 97% of rece ip ts  by developing  countries, f low from a 
wfde v m i e t y ’ o f  ~ O U T C ~ B ~  o f f i c i a l  and pr iva te ,   b f la te ra l  and 
r ru l t i l e te ra l ,   in  the f o r a  of  grants and cred i t s  t o  sone 100 
developfng  countries  over  the  five  continents. Compared t o  
this flow, Communist a id  looks skimpy. By s t r i c t l y  l imi t ing  
the.ir aid p rogrmes ,   govémen t   con t ro l  over the volune and 
dzrection‘ o f  ara extended, careful   se lect ion of  recipient  
countries,  painstaking  svotdance of any possible  confusion as 
t o   t h e  orSgin of  a id ,  the &?,st European countries and the 
Soviet Union have  anply  demonstrated that  they  consider a i d  t o  
developing  nations  nore ss m instrument o f  t he i r   fo re ign  
policy  than a neans o f  genuine  pronotion o f  economic growth. 
This subordination of  economic t o  pawely p o l i t i c a l  
considerations is  even more srtrikizctg i n  the case of a id  extended 
by Cormwlfst ChSna, which aim a t  discredi t ing both Western 
and Sovie-t; econonic aid. 

119, Given the  economic capabi l i t i es  of the  Soviet Union 
2nd the East Emopean countries, a subs tan t ia l ly   l a rger   e f for t  
aould  be mde  by these  countries k f  f t  was f e l t  that this 

I) would yield  sufficiently  . important  poli t ical   dividends,   After 
an i n i t i c l   pe r iod  of op%..laisn i n  Communist quartersp  ‘events. . . .  

have, however,  proved the ephemeral nature o f  p o l i t i c a l  
.influence  matnly  based on a i d  outlays. The  more econonically 
advanced Communist countries,  including the USSR, have  tended 
gradudly  t o  assess more r e a l i s t i c a l l y  what they  could  gain 
from economic a id  commitments. . This l ed  them t o  use 19aid11 
clore and aore as an i n a t m o n t  f o r  promoting their  exports of 
ccp.îtal  equipnent. The momentum of  the  loudly  acclaimed 
c l l - o u t  Communist economic aid  offensive a t  the end of the 1950s 
seems, however, t o  have slcckened  under the sobering  influence 
o f  rea l i ty .  
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120. Comparison between East and West i n   t he  f i e l d  of 

The West continues t o  hsvo a genuine i n t e r e s t   i n   t h e  rapid 
economic growth of  the  less-developed  areas. Western aid 
should not be viewed as L: means of countering  the economic 
Cid e f fo r t s  nade by C o r n m i s t  countries. Western a id   s ta r ted  
long before the Communist countries  pretended t o  discover the 
problem, The f a i l w e  of t h e   l a t t e r  ahould  not be used'as a 
just.9f.ication f o r  slackening Western e f f o r t s   i n  this f ie ld .  
If a goal of 1% of GNP to be  devoted t o  economic aid were t o  
be reached by 1975, as agreed i n  princi.rrle a t  the  second 
lJNCTm 1968 meetPng i n  New Delhi,  Western  countries would have 
t o  ensure  that  the annual   ra te  of growth of the volume o f  
f.fnancfal means u t  at,.,&he.. .diepo.sal ..of developing  natiana. 
reached i n  1968 814% more' than i n  1967) was maintained  during 
the coming years.  Indeed whereas i n  1961, t h i a  f l o w  was the 
equivalent  of 0.96% of t o k a l  G M  of  M C  c o u t r i e s ,  by 1966 
this  percentage had dropped t o  0.73% and has since  increased 
t o  0.75$ . l n  1967 and 0.77$ in 1968, The la tes t   increase was, 
however, en t i r e ly  due to   the  great ly   enlarged f low of pr ivate  
meem ("-40% Over 1967) over which Western  governments  have 
l i t t l e  control, while off.S@.ial  aid declined slightly (-1.2%) 
from the $7 b i l l i o n  peak reacbed i n  1967, 

I economic a i d  should not, however, lead t o  f a l se  conclusions. 

'0  
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II, MFLIT&RY ASSISTANCE 

Ag, SIZZ. AMD DIRECTION. QP. COï"EN1ST MILITARY  AID 
Y r _ . O  

(a) Definition of Ca.mn%st mili tary - aid 

121, Whereas, for obvtous  propaganda reasons,  the 
s.igmture of  economic ai6 agreements by Communist countries is 
generally accompanied by large scale   publ ic i ty   far  less 
.informatfon is released  about  the military deals between 
Cornuni& coun%ries and developing nations of the non-communist 
world. The problem of separating the element from what 
would be a normal trade  transaction adds t o  the   d i f f icu l ty  of  
ovaluat.ing Comunist; milftary  aid,  'Po make such an assessment, 
one m w t  start with the os.t;';mated value of mili tary equipment 
committed t o  be delivered, From th i s  amount are deducted the 
dom-payments made by the recipient  country, which vary from 
ca6e t o  case but are  estimated t o  represent, on average, 
between 3 and 4% of  the value 09 the military  supplies 

' 0 promised..  Tae amount 09 m%litary I1aidq1 is  l imited t o :  (a) the 
credi t  arrangements of the arms deals, and (b)  the discounts 
and grants accompanying mil i tary  a id  agreements. It may be 
noted. that the  prices listed fo r   mi l i t a ry  equipment ere  f ixed 
a r b i t r m i l y  by the  C o m u i s t  countries s o  thet the  discounts 
might tend- t o  exaggerate the sfgrant" element o f  Communist 
military ala, 

supplied by Communist corm-bries are delivered on credi t  and 
that nearly 40$ of  t h e i r  total value i s  written off, i n  the 
form of outright gifts  o r  reduced  pricea and discounts, The 
%erns under which mi l i tc ry   c red i t s   a re  extended are   ra re ly  
revealed,  but they are,  on the whole, lnore stringent  than  those 
attached  to economic lo~ns. Although it appears that i n  some 
i n s t a c e s  repayment cf mfl i tary loans i n  hard  currencies  has 
been expl ic i t ly  cal lsd for ,  i n  most cases such  repayments 
hme epperently been  included i-n the t o t a l  trade  exports of  
recipient  countries,  implging  that  these have  been made i n  

ammunit.ion and equipment, C o m u n i s t  countries send mil i tary 
advisers and inst ructors  to the  recipient  countries and 
provide i n  their own coun t r i e s   t r a in ing fac i l i t i e s  for mili tary 
personnel comfng from dcvcloping coun.tries, 

122, It is generally %hough% that about 60% of  the arm; 

. 0. goods rz ther   than  cmenc. iesa  Apart, from del iver ies  o f  arms, 

123, It has been  est.ima-ted that, during the period 1960-66, 
new mi l f tmy  aid csmmkimen~s undertaken by Communist countries 
cveraged ,?bout $550 millYon annually with two peak years: 
1961: $850 million and 1964: $1,000 million. New extensions 
mounted t o  $600 aillfon i n  1967, and i n  1968 t o  a t  l e a s t  
$200 million, During the flrst s i x  months of 1969, new mili tary 
a i d  is  est.9mated a t  $50 million, The t o t a l  mi l i ta ry   a id  
extended by Comnunist eoun-trZ,es from 1955-mid-1969 reached a t  
1ec.st $3.6 b i l l i o n  on c red i t  and $2*3 bi l l ion   in   respec t  of 
discounts or gran . t~~,  
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124,0Durtng  the last  three  yecrs of the decade, the  Soviet 
Union was, as usual, by far t he  most ac t ive  of the Communist 
countries  granting militcq aid: accounting f o r  about 90% of 
new comltments  in 1967 and f o r  75% of those  signed Ln 1968, 
Czechoslovakia, whose r81e . in th i s  f ie ld   6 iu in ished   a f te r  1960, 
prov.ided the  bulk of the r e s t ,  and Communist China  added l i t t l e  
t o  the to t a l ,  During the f,irst half of 1969, no arms 
shipments of najor  equipmont from Comnunist China have  been 
reported, Most of  the  now aras agreements  concluded by the 
USSR . in 1967 and 1968 concorned  Near Eastern and Arab countries.. 
In J e n w y  1967, the  S0v.Sc-t; Union signed a $100 n i l l i o n  
mil i tary  ass is tance  agrement  with Iran,  and a f t e r   t h e   s i x  days 
Israel i   cmpaign of June 1967 undextook new conmitments t o  
res tore   the  Arab mi l i tc ry  equipment inventories t o  t h e i r  
pre-mr leve ls ,  The UAP, Syria and I raq  were the main 
bencf.iciaries o f  these new comitnents.  I n  addition,. the USSR 
&d conclitded i n  1967 minor rims agreenents with Guinea, 
Indoncs.ia, Morocco, A i g e r h  and Yenen, and i n  1968 South Yenen 
and Sudm were added t o  %his list. The Soviets  apparently 
mzde of fers  t o  Jordan, Lebmon, Libya  and the Congo (Kinshasa), 
Among the East European countries, CzechoslovakiE is  known t o  
have signed i n  1967 sndl cgreeaents with Iraq, Syria,   the UU, 
Morocco a d  Nigeri,c* 

' 125, Contrcry t o  the  slow r a t e  of u t i l i s a t i o n  of economic 
c id i  &,?wings  on Comur?,ist mi l i ta ry  aid ind ica te  that, the 
Uplclrentctîon o f  t h i s  type of nssistance fo l lows  closely  the 
s.ignnture of  the  agreemnts,   Since the beginning, in 1955, 
of Cormmist a c t i v i t i e s  .in the field,  the  non-Cornmist, 
less-developed  countries b v e  drawn up, till the  end of 1969, 
ne,?rly $5.2 b i l l i o n  of the $5.9 b i l l i o n   n i l i t a r y  aid extended, 
representing c ro t e  of  inpleaentation of  nore  than 855, i.e. 
nore t h m  double that  prcvc i l ing   in  the f i e l d  of  economic 
assis tsncee This explaina why, although  the  total  m i l i t a r y  a id  
wdertelcen by Conaunlst  countries  since 1955 represents   less  
thm 607; of econoaic a id   comftaents ,  the value of ac tua l  
suppLies of m m 9  n i l i t c r y  equipment and services  under 
css.istcnce  terns exceeds by soue 165 that of del iver ies  f o r  the 
economic developnent of  the  recipient   nat ions of  the Third 
World. 

126, !Phe largest   d i f ference between the flow of mi l i ta ry  
ess . ts tmce and tha t  o f  econonic a i d  occurred in  1962,,  when %:he 
fomer wcs estimated a t  soue $810 n i l l i o n  agrzinst hardly Dore 
than $350 n i l l i o n  f o r  the lat ter,   Since  then,  the overwhelnfng 
predonimlce of  n f l i t m y  over  econonic aï.d i n  Conmunist 
del iver ies  has been gr,-,dw.l.ly reduced, Over the period 1960-66, 
tho m u z l  average drawtnga on m i l i t a r y  a id  agreenents m o u n t e d  
t o  sone $440 n i l l i o n ,  znd during  the two more recent  years 
$400 n i l l i o n  worth of  ra i l i t c ry   a id  has actual ly  been delivered 
to  the  recipient  countr, ies,   In view of  the  reduced voluue of 
new undertakings  during %be ffrst half o f  1969, it w o u l d  seen 
thzt del iver ies  during t h a t  year m y  decline t o  about 
$300 n i l l i on ,  
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127. More than 85% of the mi l i ta ry  aid delivered  over  the 
last two years by Comurmis-t; countries has come from the  Soviet 
Union, the  main additiovlzl Communist sources of  supply  being 
Czechoslovakia and Communis% China, while Bulgaria,  the  Soviet 
Zone of Germany and Poland have contributed  only token amounts. 
After the  emergency resupply  operation of June 1967, 
including  an a i r l i f t  of some 300 f l igh ts  and the subsequent 
ship del iver ies ,  the flow of  del iver ies  t o  Arab s t a t e s  (UAR 
Syria-l e r fa  Yemen) declined somewhat i n  1968. *se 
roduc ons werz-ffset by increased  shipments t o  
the other recipient  cornCries  such as Iran and more 
espec. idly India, where Sov.ie% supplies now const i tute   the 
main s o u r c e m q u i p m e n t  f o r  the  Ind&an.-armed  forces. The 
se t t i ng  up of  the  assembly plan f o r  MiGSaircraft with Soviet 
ass is tace in   Ind ia  is progressfng,  but  indigenous  manufacturing 
of complete a i r c r a f t  is not expected to   s t a r t   be fo re  1970. 
t?..ft'l? .its spec ia l   re la t ions  with India i n  mlnd, the USSR moved 
cautiously  in  Pakistan where Communist China has concentrated 
its main e f f o r k T T 4 6 7 ,  the USSR agreed to  provide  spare 

' 0 par t s  03 a 'cash   bas i s  for *he hdonesian navy and a i r  force, 
Since 1967, B i  e r i a  has r c c c i v m a r y  equipment from bo th  
the Soviet + m o a  and  Ceoohoslovakia. fphc main ams deals by 
the l a t t e r  have  been the agreement negotiated  in 1967 with 
Morocco f o r  the  delivery OB an  estimated $20 mil l ion worth of 
-forces equipment t o  match the  building up of  Algerian 
mil i tary  s t rength,  

128. Altogether, since 1955, some 2 3  countries have 
received a t   l e a s t  $4.3 b.iUion worth of Soviet   mili tary 
ass.istance. !The most ouistanding  beneficiaries so  far  have 
been the Urn ($1.4 b i l l i o n )  and Indonesia ($1.1 bi l l ion ,  most 
of which before  1966), who together  have  absorbed  over half 
of  t o t a l   m i l i t a r y  aid, followed by Iraq and India,  who have 
wcomtod.   in   to ta l  f o r  over $1.0 b i l l ion .  Next come Syria, 
nfghznistan, Algeria, and-, fur ther  down the l ist ,  the Yemen. 
The eight above-mentioned countries  together  have  received 
over 95$ of  all Soviet mi l f t a ry  a id  s o  far delivered. The 
rest has gone t o  Pakistan,  Somalia, Morocco and  minor amounts 
t o  variibus other  Africa.   comtrfes". .fGhana, Guinea, Mali p 

Higeria, Sudan, Tanzanie, Uganda) 
(. OL 

129, Czechoslovak  m€lli$ary a id  has gone t o  Il o f  the 
countxies- already receiving  Soviet  deliveries  (mainly  the UAR, 
1ndones.ia Syrir?, Yemen and India) ,  Poland (in  Indonesia), 
Bulgarie, t i n  India  and Algeria), the  Soviet-occupied Zone o f  
Germmy ( i n  Tanzania) hcve participated  marginally  in 
Commis% ventures  in this f ie ld .  On the other hand, the 
geographical  distribution of Communist Chinese small sca le  
nzilitarr assistance,  representing  about 4% of  t o t c l  Communist 
mi l f t a ry  aid, differs  from that of the European Communist 
countries* The main beneficiary among the  eight  countries 
which have  received  Chinese arms and equipment s o  far has been 
Pak i s t a ,  followed by Algeria (mainly  before  independence) 
Cambodia a d  some Africm countries,  e,g. Congo (Brazzaville),.  
Ghclna, Mali, Tanzania cad Uganda. 
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(d) Military  technic31  assistance 

1'30. Following  the June 1967 war,  the  number  of  Communist 
mil.itary  technicians  and  advisers in Arab  countries  fncreased 
signifie-tly, In the UAR'and Syria,  the  r81e of Soviet 
adv.isers,  numbering  over 2,000 and 1,000 respectively,  is 
growtng  not  only in military  training  but also as regards 
.influence on military rn&ters  in  general,  Soviet  advisers  in 
both  these  countries  are  apparently  attached  to  line  units 
dom to  the  battalion  level,  individual  radar  installations and 
SAM aites. At higher  echelons,  Soviet  personnel  assist  unit 
commanders in  preparing  operational  plans  and  in  supervising 
the.ir  execution. In Alger.ia(P) and3raq, .where  the  next 
largest  concentration of Soviet  military  technicians  have  been 
reported,  they  are  mainly  engaged in assembly  tasks and in 
more  traditional  types of military  training,  The  rest of 
Soviet technicians are distributed  according to the 
geographical  pattern  adopted for military  credit  and  grant 
deliveries.  Altogether, 8s a result of intensified  activities 

* .in thfs field, the number of military techniciam and advisers 
at work in  the  less-developed  areas of the  non-Communist  world 
for periods  exceeding  one  month  is  estimated  to  have  risen 
f2om a stabilised  level of less than 3,500 in 1966 to  about 
6,100 in 1967 and 7,200 .in 1968. By mid-1969, this figure 
declined  to 6,400. 

(e) Military trainux&s-. f rom developing  countries 

131, Contrary  to the upward  trend  noticeable  in  the 
numbers of military  adv.iscrs  sent  to  developing  countries,  the 
figure f o r  new  military  personnel  from  developing  countries 
enrolled .Zn trafning programes set up for them i n  Communist 
cou;.ltr.ies tended  to  decline in 1967 2nd 1968 as compared  to 
prev.ious years, From the information  available,  it  seems  that, 
durilzg the years 1961 a d  1962,  the  number of annual 
departures reached Q peck of about 3,500. By  1965,  this  figure 
hcd declined  to 2,720 a d  f e l l  to 1,550 in 1966, Figures for 0, 1967 a d  2968 were  estimeted  at 1,200 and 1,500 respectively, 
coming from 11 different  developing  countries,' By the  middle 
of 1969, about  3,500 n~t,ionslls from developfng  countries  were 
reportedly  receiving rnili%i;eky training  in  Communist countries 
CS agafnsL 3 800 in 1968, 3,500 in 1967, 3,630  in 1966 and 
4,355 .in 1965. More then 907; 01' them  were  located in the 
Soviet Union and  the rest divided  between  East  European 
countries  and  Coanunist China. Apart f rom the Arab countries 
such CS Ugeriz, Iraq, UAR and  Syria),  Afghanistan,  Congo 
Brazzzvflle),  Guinea, India, Somalia and  Tanzania had t 
sizable numbers  enrolled. 

. .  . .  , .  

(1) Q figure of 800 up Lo 1,000 military  assistance  personntl 
.in that  country hc.s boon  quoted 
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132, Since 1955, E: t o t a l  of  approximately 25,000 mi l i ta ry  

persoul.rme1 from a t  least 15 developing  countries  hme been sent 
to C o r n l i s t  countries for t ra ining,  of which 85% t o  the USSR. 
'Phe l a rges t  number came from Indonesia (more thcn 15,000), 
which practically  stopped  sending new t r a i n e e s   a f t e r  1966. 
Tho next most important  recipient o f  such  military a id  &S 
been the U .  (about 6,000 trainees),  but,  here  again,  since 
1967 the number of new.dcpzrtures has been  reduced. 

B. ~ ZVLGUATION OF C O m T I S T  MILITARY A I D  

t t o  the n ~ t l O ~ f t  country 

133. As ind ica ted   ear l ie r ,  Communist m i l i t a r y  aid is 
provided clmost ent i re ly  by the  Soviet Union with the  other  
East Buropean countries  playing  only a conplsmentary rQle.  
fChe value of the annual Sovjict mil i tary  ass is tance  del iver ies  
during recent  years (abou" $350 mill ion)  represents roughly 16 
of %he estimated  total   uil i tary  spending i n  the USSR and can 
h m d l y  be regarded 88 ef fec t ing   the  burden of the Soviet 
mi l i tc ry  e f fo r t  one way o r  the  other,   Deliveries t o  
developing countries are %bought t o  be  taken  fron  existing 
stocks. Some years ago, complzints were voiced as t o  the 
quzlity of such Soviet del iver ies ,  For instance,   in  1982/63, 
Ircq tms reportedly  dieszt . is9ied with what i ts  au thor i t ies  
considered 2s "obsolete*' ,and fvsecondhandtr  equipment  provided 
by the Soviet Union under its military assistance  agreeaent, 
Since  then the USSR hcs gredually released more modern types 
of  c i r c r c f i  2nd land and na ry  equipment, including more 
edvzaced SAM equipment comonly used in  the  Soviet armed forcea, 
a d  no further  complaints hzve  been heard from the   rec ip ien t  
cow?tries. 

134. It i s  c lear  th& tho  Soviet' Union does not  envisage 
dl .ocst ing t o  its mi l i t a ry   a s s i s t ance   p rog rmes  any spec i f ic  
f rcc t ion  o f  i ts  product.ivo  cc,pacity, The only known exception 
t o  this has been the estc?bLishnent i n  India of a plant ,  first 
for t he  5,ssembly and letsr f o r  the construction of M i G 2 1  
c i r c rz f t ,  which i s  now .in the process of being  completed. 
For this pzr t icu lar  purposo, the  Soviet Union, a t  the end of 
1964, extcnded the  equivcleilt of $86 mill ion on c red i t   t e rns  
t o  Indi2. In 1968, tho  USSB appeared t o  be incrensingly 
conccmed with the ability sf the  recipient  countries t o  
absorb m d  use  effect ively the equipment delivered. While 
continuing t o  replace the zms losses of  its Arab c l ien ts ,  the 
Soviet Vaion hcs apparen-tlly sought t o  re inforce i t s  close 
control  over  requirenents cad use of i t s  ams aid. 

135, Por  conparison  pvqosea,  reference may be  ncde t o  
United States m t l i t a r y   w ~ i s t a n c e .  There has been 8 gradml  
s h i f t ' i n   t h e  US mil i tary  del iver ies  from grants t o  c red i t  
scles, m8 nore  recently t o  ccsh sales, United States grant 
ra i l i tmy c id  (exclusive of Vietnm)  mounted t o  $904 nillion 
dw.€ng  %he f i sca l   year  1966167, $484 n i l l i o n  i n  1967/68, and 
$620 n i l l i o n  i n  L968/69,. For the   f i s ca l  year 1970, an m o u n t  
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of $684 a i l l i o n   i n   t h e  f o m  of grants  has been  provided f o r  i n  
the  Pcdorzl Budget. In  cddition, it is expectcd that, i n  
1970, $600 n i l l i o n  of off . icia1 a m s  sa l e s  froa goverment  to 
goverment w i l l  be on c~ .sh   t e rns ,  $400 n i l l i o n  on cash from 
pr ivz te  US industries,  $550 n i l l i o n  on credit  terns  through 
the Expor't;-Iaport Bank going  nainly t o  indus t r ia l i sed  
c o u t r i e s t  2nd  $350 n i l l i o n   c r e d i t s  and  grants  under  the 
Foreign  Mxlitary  Sales Aot destined  nainly f o r  developing 
notions.  Infornation on other Western t ransact ions  in  the 
f . i e ld  of mi l i ta ry   a id  t s  lccking, and no fur ther  conp'arison 
between the value of C o m u n i s t  and t o t d  Western n i l i t a r y  
deliver. ies is possible, 

136, Since 60% of the a m s  supplied by the USSR and the 
other Ecst European countr.ies are s o l d  on credit terns  with 
re .bbursments  by recipient  countries  generally  taking  the 
form of  exports  o f  tradiLiona1 goods and occasionally that of 
rcpc?pents   in  hmd currencies,  the real  cost of  t h e   n i l i t a r y  
c i d  progrtrsme mounts to the stgrants and discounts"  estinated 

t o  which the  concessionmy  eleaent(1) of the  credi t   terns   nust  
be added, "his leads t o  the conclueion tha t  n i l i t m y  aid 
ncy be considered i n  econouic te rns  3s merely c neam t o  
pronote zms sales without inposing undue s t r z i n  on the  Soviet  
manents   . indus t ry ,  Ivliieed, to   the   ex ten t  that  repayments are 
made in  convertible  currencies,   mili tary  aid can be regarded 
a s  a hard currency  earner  oontributing t o  a l l ev ia t e   t he  
balance of payments problems i n  convertible  currencies,  thus 
f a c i l i t a t i n g  Communist purchases of highly needed  technology 
from IJestem industr ia l ised  countr ies ,  

' t o  represent  about $160 rr.il1ion  annmlly  in  1967 and 1968, 

(b) Aims and resul.A$f Communist military aid 

1-37. Military a id  haa proved t o  be a cheap and highly 
eff ic€ent  means of increasing Communist countries!  influence 
.in the less-developed seas of t he  non-Communist world, of 
bualding an image of power and friendship and reducing  Western 

a9d haa developed i n  an  experimental and  pragmatic way, making 
use of opportunities as they occurred,  Chronologically, 
mi l i t a ry  afd has often  preceded the extension of  economic 
asa.is%anco, as i n  Middle Eastern  countries  for  instance,  I n  

.. m/ .influence .in the  countries  accepting  such aid, Soviet   mil i tary 

Acoording t o  the "d€soowted  present  value" method used i n  
OECD (Goran OHLIN *Torelgn Aid Pol ic ies  Reconsid.eredrf OECD 
P a 5 s  1966, Annex: "The grant element i n  development 
lendingtr lîThe flow of financial   resources t o  less-develo  ed 
courbries 1961-65" O E D  Par i s  1967, Annex I and page  146 P 
for calculating thLa  element, and on the  assumption that  
credit terns  applied on economic aid (2.5s i n t e re s t ,  1 2  
yoers maturity  period, 10% discount   ra te)  with repayment 
s t a r t i n g  one year   a f te r   de l ivery ,   a re   va l fd   for   mi l i ta ry  
c r e d i t s ,   S o v i e t   m i l i t a y  loans would contain a grant 
element of 7.5 x 4.5 x (1 + 1/12) = 36,56$ as a m a x i m u m  
c,g,?iszst cpproxfmately 4Y$ f o r  the t rad i t iona l   Sovie t  
eoovlomic development loans 
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adopt.ing this policy,  the  Soviet Union acted more as Q 
comcn-kional power than as %he  promoter of world-wide 
ideolog%cal  interests.  Offers of arms and m i l i t a r y  equipment 
were extended t o  recipient  countries,   irrespectfve o f  t h e i r  
att.i'tude v.is-&-vis t he t2   l oca l  Communist parties; indeed, 
Soviet m s  del iver ies  mcy hme  contributed t o  the local 
cuthori t ies*  s tand  against  the i l l e g a l   a c t i v i t i e s  of  the  local 
C o m t s t  parties, The Chinese, who a re  no t  i n  a posit ion t o  
challenge  Soviet  militz.Ty a i d  i n  volume,  have  been highly 
c r i t i c a l  of such   Sovie t   ve~~tuses   in  non-Communist countries, 

138. A specffic  aspect of Communist n i l i t a r y  a id  and 
technical   ass is tance is that it aims at   gaining  influence i n  
the po ten t i a l ly   impor t a t  groups of ' the  m i l i t a r y  personnel of 
developing  countries, In these   cout r les ,   eager  t o  
demons-brrte the i r  n c t i o n d   i d e n t i t y  and p o l i t i c a l  independence, 
the mmy general ly   const i tutes  one of the very few well 
organized social  s t ruckccs   wi th in   the  couwtry. By sending 
raflftary  experts t o  t h e s e   o o u t r i e s ,  who keep in  constant 

' 0 touch wZth their  local  counterparts, and by inv i t ing  promfsfng 
young military  personnel t o  s t a y  and s tudy  in  Communist 
ooun%riest   mili tary  techniccl  rssistance aims a t  building up 
persond.  relations with c? selected group, which, i n  due course, 
m i g h t  plcg c decisive polf"c.fca1 rQle  in   - their   respect ive 
oountries,. Simultaneously, Communist mi l i ta ry   a id   he lps   to  
exclude  Western m i l i t a r y   f m i l i t i e s   i n   a r e a s  of s t r a t eg ic  

Mediterranean zrec, petroleum producing A m b  
oourmtries , providing  c l temative sources of m i l i t a r y  equipment 
t o  countr.ies on the periphery of 'Western a l l iances  
(Afghanfstan,  India), o r  even, i n  an e f for t  t o  disrupt  these 
al l iances  (CENTO, SEATO), to  countries  belonging t o  them (Iran,  
Pakistan) e 

f 

139. "he aggravation of local   quarrels  has served 
Cornmist   objectives and teaded t o  upset Western re la t ions  with 
a l l  padies  concerned, The Soviet Union has  often  exploited 
the desire of one party i n  L? loca l   conf l ic t  t o  strengthen 
i tself  cgainst a rival  presented as befng supported by the West 
(Arab veksus Israel,  Inaia  versus  Pakistan,  Indonesia  versus 
Malqwis;,, etc.). Once a oertain volume of mili tary equipment 
has been put t o  use i n  c developing  country, the Communist 
oomtr ies  have a t  t h e i r  dïspoaal a convenient means o f  making 
their   presence  felt   through  oontrollfng  the  deliveries of 
indispenszble  spare  parte,  replacements and ammunition. 
A t  the Srne time, by fmouring  the  military  build-up of one 
country,  %hey  induce  the  neighbouring  potential opponent t o  
.Jtmprove .its own miliktary posture. I n  the  absence o f  Western 
response t o  such  requests,   the  lat ter  country might f e e l  
oblfged t o  turn t o  the Comunists f o r  mi l i ta ry  equipment, 
Such wag the case with $IOTOCCO Efter  Soviet arms del iver ies  59 
Algeria S 
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140.. The n i l i t n r y ' s i d   p o l i c y  pursued by the  Comnuntst 
cowltries has, however, .its l imi ta t ions  and i t s  drawbacks. 
By fosterfng na-biona1ist.j.c a t t i tudes  in   the  recipient   nct ions,  
the  Cornmist  countries limit not only the  influence of the 
Idest but clso hamper t h e i r  own ef for t s   a t   ideologica l  
penetr&.ton. The 1ndones.ian experience  has  denonstrated that, 
notwithstanding  large  scale   ui l i tary a i d ,  the   rectpient  
cowltry m y  r e t a in  suff,ic.tent independence t o  refuse t o  a l ign  
.itself wtlth the Cmnunist powers  and  nay turn t o  the Western 
world f o r  support. Similarly, by giving Yle impression of 
taktng aides i n   l o c a l  oonflicts,  the  Comunist  countries r i sk  
antagonSs.tng the other pmrty, The def ian t   a t t i tude  of 
PalcZstan .In P;urnlng for support-ta the Chinese in   the   face  of  
Sov.iet a i l i t a r y   a i d   t o  India  i s  an exmaple of this. 

( c )  Economic consequences f o r  recipient  countries 

143,. Since none o f  the developing  countries has a t  its 
d i s p o s d ,  the industrial,  capacity t o  produce a t  hone the arms 
m d  equ ipen t  which the.ir lezdership  thinks  indispensable, the 
mi lZ tay  build-up in these  countries  represents a very heavy 
drain on reBources without any economic advantage, m d  is  thus 
delsying development. The del iver ies  of sophisticated  types of 
cmment  a d  equipment generate  additional  expenditure for the 
mtntenance o f  such  eqnipent,   In  addition, by diver t ing 
skilled technicians t o  the  servicing o f  the advanced types of 
m a  End equipment, the  developing  countries  are  further 
eggrzvatiag the lack of  trained manpower i n  the c iv i l i an  
sectors of  the economyt which const i tutes  one of the main 
bottlenecks  in  econonic  amclopment. The Development Assistance 
Committee of the  OECD, in considering  the  problem of a id  
cllocstloi1 i n  relation t o  Chevelopment, raised  the  question, 
"how t o   r e a c t  t o  the  diversion of resources t o  mi l i ta ry  
purposes  by  developing oountriestl(l). Sone of  the  nain 
mc.iptents of Comnunist m i l i t a r y  a id  have,  indeed,  been  devoting 
c? cons.fderable  shcre o f  t h e i r  GMP t o  defence  although  the 
Liv.fng standards of  the.ir  populations remain low, as shown i n  
llcble 7(2) below. 

Tdam 'I 
Defence Expendi-hm..in  Selected Arab Countries 

n i l l i o n  1 i n  $ per I per head % devoted 
czpi ta   in  $ I t o  defence 

I 173 l 14 I 210 f 6.4 I 
252 30 260 11.2 
137 25 12.6 
690 22 12.5 

. . .  . 

AssXsLc,nce - 1968 R eview - OECD Paris, page. 
. .  

Mil i tmy Balance 1969-70f1, The I n s t i t u t e  c <  
Stretegic   Studies ,  London 

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



-88- NATO SECIBII 

The value of Communist n t l i t a r y  a id  deliveries  to.   these 
oountries .is estimated  to  be  roughly  one-fifth of the t o t a l  
rnilttary  spending  in  these  countries, 

142. Since  delivery of mi l i ta ry  goods follows more closely 
the s.5.gna-ture of ”aidt1 agreements  than economic developmental 
equipment, % i l i t a r y   c r e d i t s ”  have a more immediate impact on 
the Cebt servicing  obligations o f  the recipient  countries. 
The Ciifficulties’encom”cred by developing  countries  in 
meeting t h e i r  heavy  repayment obl iga t ions  are seriously  aggravated 
by reimbwsements due for aims deliveries. llhe case o f  
1ndones.ia may be  quoted as an example: under Sukarno, this  
coimtry had received between 1957 and 1965 about 
$1,340 mill ion worth of mi l i t a ry  equipment (about 
$130 million from Poland $100 m i l l i o n  from Czechoslovakia 
and $1,110 mill ion from %he USSR), of which over $1 b i l l i o n  
on credit  terms, !&e leadership that  came t o  power a f t e r  Sukarno 
was faced. i n  1966 with debt repayment obligati.ons amounting 
t o  $800 mill ion due t o  the Soviet Union, o f  which over . two-thirds for   mi l i ta ry   de l iver ies .  The country had no 
zl-ternat.ive t o  requesting both i t s  Western and Communist 
credi tors  f o r  a rescheduling of  i t s  obligations.  Since 
September- 1965, major Sov.iet   mili tary  deliveries have  been 
suspended, while the Soviet economic a id  was slowed down and 
cane 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 as t  years. It 
may be  noted that a l l  the  developing  countrfes which have 
asked their  Communist c red i tors  f o r  concessions(1) on t h e i r  
repapen%  obligations c r e  precisely those that had been 
receivfug Communist mi l i t a ry  aid. 

143. It could  be argued that the slowing down of  economic 
growth .An developing  cowtr ies   resul t ing from the  Communist 
mi l i ta ry  a i d  de l iver ies  m 3 g h t  contr ibute ,   in  the long run, t o  
the growing dissatisfact3on of the  population with t h e i r  
liv.ing  oonditions and thus promote the  social   unrest  on  which 
the l o c a l  Communfst parties might  count t o  gain more influence, 
While such developments  zre’obviously t o  the  disadvantage o f  

SoTTjlet Union would be  the  primary  beneficiary o f  popular 
discontent, as t h e  Chinese Communists might derive p r o f i t  i n  
cxitic.ts.ing  the  Russians,  Recent  Soviet tendenclbés t o  show 
more cartion, if not  hesilction,  in  sending  mili tary equipment 
t o  vaEl,om developing  countries may r e f l ec t  an  increasing 
awareness  .in  the  Soviet Union of  th i s  aspect o f  the matter. 

. Western in t e re s t s ,   t he re  .is, however, no evidence that the  

(d) Prospects m n c l u s i o n  

144, I n  view of  the  results ettained, military a i d  is 
Xikely t o  remain one o f  t h e  most favoured means used by the 
Sov.iet Union f o r  gafnfng  Sxfluence  in  the  developing  areas of  
the non-Communist world. The USSR has the  ccpabi l i ty  t o  expmd 

(l) Yeuen, Guinea, Ghana, Mali, Afghmistan,  Somalia, 
a .  

Indonesia 
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the  sfse of i t s  mi l i ta ry   de l iver ies  without  impairing i t s  own 
defence  posture, and tho  development of i t s  more sophisticated 
weaponry, Thus, the  flow o f  arms and mi l i ta ry  equipment will 
depend primarily on the  evolution of the loca l   sea ts  of 
con-bent.ton and antagonism between developing  countries This 
I s  not t o  s a y  that the Sov.ict Union would deliberately  seek 
t o  multiply  the  points o f  po ten t i a l   f r i c t ion  i n  the  'Phird 
World, but that the Soviot leaders  will remain a l e r t  t o  
explo.it rapidly and eff.ic.fently t o  t he i r   bene f i t  any 
opportwi-ty that might arise, So far,  the  value o f  
del.ivories of Communist ~rms has been a t  beast  equivalent t o  
the flow of Communist economic aid del iver ies ,  though mil i tary 
a i d  has been  even more hcev.ily  concentrated on a smaller number 
of countries  than economic aid. Furthermore, no other 
Communist country,  European' o r  Asian,  can ser iously compete 
d t h  the USSR i n  this f.ield, s o  tha t   the   p res t ige  and 
influence  gained by this type of ' tassistance"  are t o  the 
cxclusive'benefit  of the  Soviet Union, There is no reason, 
therefore,  t o  assume thct, . in coming years,  the f low of Soviet 
crms itnd mi l i ta ry  equipmeat will diminish from its current 
levcl,  estimated a t  $350-$400 m i l l i o n  a year, and tha t  this 
flow might well increase if new areas of f r i c t i o n  were t o  
arise .in the developing  regions of the non-Communist world. 

14.5, Communist China, notwithstanding its l imi ta t ions ,  
will tllzdoubtedly pursue .its ef for t s  t o  asser t  i t s  presence  in 
a f . ie ld  where the  Soviet Union maintains  within  the Communist 
world a near monopoly pos.ition. China will probably continue 
t o  send a m 8  and equipment t o  the  subversive  forces  in the 
develo .trig area8 while coademning loudly  the  ffimperialist iclt  
charac P er of Soviet  military  aid. The value of Chinese 
m i l t t a r y  del iver ies  is, however, unlikely t o  exceed  about 
ono-tenth of similar  Soviet   supplies.  

146, The developing  countries, where nat ional   feel ings 
of ten  const i tute  one of  t h o  main driving  forces of the  nation, 
tend t o  meet the need t o  .insure t he i r   i n t e rna l  s t a b i l i t y  and 
oxternal  security by the  building up o f  t h e i r  mi l i t a ry  
establishment, Offers of mil i ta ry   amis tance  are thus 
directed a t  highly  sens.f%ive  sectors. The type of  dependency 
which results from the  acceptance of  such offers  tends t o  be 
more serious than that rcsu l t ing  from economic aid. Once an 
amy  has been  equipped wt-bh supplies from the Soviet Union, 
t h o  permanent requirement f o r  maintenance,  replacement and 
technical   ass is tance fo r  learning how t o  use  such equipment 
creates links with the USSB i n  a sec tor  of v i t a l  importance 
for the  recipient  country which a re   d i f f i cu l t   t o   l oosen ,  The 
Indonesian example is e c lear   ind ica t ion  o f  the  problems that 
au.& dependency may crea-bo, Finally,  as mentioned e a r l i e r ,  
a m s  mcca  mong develop.Slng countriea might  have disrupt ive 
conscquences on t h e i r  ecoaomic  growth, thus  exacerbating i n  
the  longer tern  interncl   tensions and loca l  d i s t o r t i o n s  t o  the 
detriment o f  Western in te res t s .  NATO c o w t r i e s  have,  therefc-e, 
an . in te res t   to   c lose ly   tmtch  developments i n  Communist militc-y 
c€d a c t i v i t i e s ,  and night; f i n d  it adviscble t o  improve the 
exchcnge of views  on the problems ra i sed  by this type of 
Commuulist a c t iv i t i e s .  
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GRAPH VI1 - GRAPHIQUE V / /  - 

COMMUNIST MIL ITARY AID (Mi l l ion US $1 
A I D E   M I L I T A I R E   C O M M U N I S T E  ( E n  millions US $ 1  

1 O00 

$ 5.930 mil l ion 

TOTAL FIN 1969 
5,930 mil l ions  de $ US 

TOTAL END 1969 
$ 5.170 mi l l i on  

TOTAL FIN 1968 
5,770 mil l ions  de $ U5 

GEOGRAPHICAL  DISTRIBUTION  (Military  Aid  195568) REPARTITION  GEOGRAPHIQUE  (Aide mil i taire 1955.68) 

UA R 
RA U 

Indonesia 
- Indonésie 

India 
Inde 

Syria 
Syrie 

AI geria 
Algér ie  

Afghanistan 

Iran 

Yemen 

Pakistan 

Morocco 
Maroc 

Soma1 ia 
Somalie 

Others 
Divers 

m On credit  terms - Sous forme  de crédits 

790 890 

TOTAL EXTENDED $5.830 mil l ion (end 1968) 

of which on credit  terms $ 3.500 mil l ion 

I discounts  and  grants $2.330 mil l ion 

I I TOTAL OCTROYE : 5,830 mi l l ions  de $ U S  ( f i n  1968) 

dont sous forme  de  crédits: 3.500 mil l ions  de '$  

I escomptes e t  dons : 2,330 mi l l ions  de $ I 
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III; TRADE ~ !KITH DEVELOPING COUNTRIES 

A; . M.AGITI'PUDE OF COl!"Ul?IST. -.O- . TRADE WITH DEVELOPING COUNllRIES 

i n   t o t a l   t r a d e  of developing 

147, During the 1cs.t; two gears f o r  which t o t a l  
s ta t ts t ioal   information .is avai lable( l ) ,   the  t o t a l  value of 
the  forc.ign t rade  of tho Third World expanded a t   t h e   r a t e  o f  
3$ bn 1967 and ebout 9% . i i ~  1968. ?Che Connunist  countrdes 
contribu%ed l i t t l e  t o  this overal l  growth. Trade turnover 
between C o r n m i s t  coun~.f .es  and the developfng  areas  outstde 
&mope decl ined  s l ight ly  (4.1%) during  1967,. and increased 
by less than 3.5% i n  1968. 

TABLE 8 

Trade of D-eeloping Areas (1964-1968) 
" 

WITH TKE C O W N I S T  COUNTRIES 

Exports Î-0.b. 

Million 
S 

$ 
Change 

l,gdco + 11.6 
2,590 + 23.2 
2,340 - 2.1 

2,150 - 8-1 

2,220 + 3.3 - 

Imports f.0.b- 

Million P 
Change 

2,650 + 7-3 
2;930 + 10,6 
3;230 + 10.2 

3,360 + 4.0 
3,470 + 3-3 

WITH WORLD 

To tal T r a d e  
Turnover 

Million 
;21 

% 

69,565 + 9.3 
73,510 + 5 -7  
799030 + 7.5 

Change 

81,410 + 3.0 
88,650 + 8-9 

11 

148,. fPhe poor  perforrncnce of the Communist trade  partners 
.in the overal-l  trade  pattern o f  developing  countries was 
pat.- icularly  noticeable on t h e   l a t t e r t s  ex ort-s ide,  These 
exports t o  Comnunis-b countr.tes d e c r e a s e d h l %  in 1966  and 
by 8.1% iin 1967, They increased by o n l y  3.3% in.1968. This is 
Q U  the  more s t r ik ing  asr 

- total imports by Communist countries  increased by 
3,,% i n  1966; 6.8$ i n  1967  and 8.2% i n  1968, 

to ta l   expor t s  of the  developing  area8  increased in 
value by 6% i n  1966, 3% in 1967 and 8.9% i n  1968. 
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NATO CONFIDENTIAL 

EXPORTS OF NON-COMMUNIST DEVELOPING  COUNTRIES 

EXPORTATlONS  DES  PAYS  NON  COMMUNISTES  EN  VOIE DE D E V E L O P P E M E N T  

(1953 - 1969) 

Bi l l ion US $ 
Bi l l ions  de $ U5 

45 

40 

35 

30 

25 

5.350 mi l l ion Po 

I 
15 

10 
5.395 mi l l ion 

us$  { 
‘5,395 m ; I I i o n s  

Pays  = cqmrn.1 J 
953  54  55 56 57  58  59 60 61 62 63 64 65 66 67 68  69 

35.400 million 

> us 
35,400 mil l ions 

de $ US 

us 
390 m i l l i o n s  

de $ US 
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The incrccse  in  1968 of the t o t a l  volume of the exports of the 
developing  areas (+M) was the largest  recorded  since  the end 
of the  war(1). Tais fcvoumble development was, however, 
so le ly  due t o  the  resunpt,ion of economic growth i n   t h e  
non-Comunist industricliaed  areaa.  In  fact,  the  impressive 
Xncrease of export  eamfngs (+WU) was the  consequence of the 
coabinat.iou of three  fcctors :  

.1 the  growing demand f o r  raw materials   in   the 
indus t r i a l  cotan"cEies, - the resu l t ing  fwourable trend  in  export   prices,  
and 

- the ra id rowth .in the  exports of  manufactured 

149, !ï?he share of the Communist countries  in t o t a l  exports 
by developing  countries grew rapidly from about  1,5$ i n  1953 
t o  a eak 09 6,5% i n  1965, s ince when f t  has receded t o  5*1$ i n  
1968 P see Graph X).. From partial   information  available,  it 
would appear that the recedfng trend  prevail ing  since 1966 
continued  during  1969, a l though i n  absolute  value  exports t o  
Cornmuhist countries may have regained  thelr  1965 level.  It 
seems nevertheless,  unlikely  that  developing  countries  have 
exported more than 5% t o  the Communist world as against  74% to  
the   indus t r ia l i sed  West;ern countries,  the  remaining 21s being 
exchanged  between develop.ing  countries of the  non-Communist 
world, 

goods P S  +20 ) fmm developing  countries. 

150. from Communist sources 
grew rap i  ween 1959  and  1966, but 
more mode nd S O S $  i n  1968. iChe 
.improvement i n  the  terns  of  t rade  and the  expmsion of  exports 
foUotffng the increased economic a c t i v i t y  i n  the West i n  1968 
l e d  t u m ' t o  a growth',in imports  from the  industr ia l ised-  
norm-Commtst countries, expanded by lu$ in   that   year ,  As a 

sources 09 supply (which grew s teadi ly  from l e g $  o f  t o t a l  
purchzses by developing  countries  in 1953 t o  8*1% i n  1967) 
deckfned f o r  the f irst  Mme i n  1968,  During the   l a t t e r   yea r ,  
73,1$ of the  total   imports  of the  developing  areas came from 
the  fndwtr ia l ised  non-Commlst  world, as against  7.7% from 
Comunist  courttries, Prom the   l imited  infomation s o  fa r  
zvcileble on t a p o r t s  by the less-developed  countries  in 1969, 
.it appems that these  percentages remained prac t ica l ly  unchanged 
las t  year, 

a" consequence, t he   r e l a t ive   . bpor t ance  o f  Comuni s t  countries as 
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1 9 5 3  
TOTAL  EXPORTS : 

21.070 million US $ 

l TOTAL DES EXPORTATIONS : 
21,070 millions de $ US 

(1953 = 100) 

Industrialised 

Non-communist World 

Pays  industrialisés 

DIRECTION OF LESS  DEVELOPED  COUNTRIES'  EXPORTS 
DESTINATION D E S  EXPORTATIONS DES PAYS EN VOIE DE DEVELOPPEMENT 

1 9 6 5  
TOTAL  EXPORTS : 

36.510 million US $ 
TOTAL DES EXPORTATIONS : 

36,510 millions  de $ US 
(1965 = 173) 

- 

71.4 % 
lndustriolised 

Non-communist World 

Pays  industrialisés 

non  communistes 

1 9 6 8  
TOTAL  EXPORTS : 

43.430  million US $ 
TOTAL  DES  EXPORTATIONS : 

43,430 millions  de $ US 
(1968 = 206) 

74.1 % 
Industrialised 

Non-communist World 

Pays  industrialisés 

non  communistes 

74.1 % 
Industrialised 

Non-communist World 

Pays  industrialisés 

non  communistes 

non  cornmunistes 

communistes  communistes 
communistes 
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151, The trade  balances of the  developing  areas as a whole 
have been rapidly -ing s ince  1966,  Trade  between 
less-devéloped  countries and indus t r ia l i sed  Western countries 
has been,  however,  nuch more balanced  than with Communist 
countries, Imports f.o.b. from Comunis t  countries exceeded 
by .increasing  mounts  exports f.o.b. to  these  countries,  and 
the result.ing t rade  def.;fait incurred by developing  countries 
.is qutte  out of proporli;.ion to their  t rade  with the  Comunist 
wsrld, 'During 1968, a t  least  $1 b i l l i o n  wae added t o  this 
def.io.tt, and this amount does not  include  the  additional 
charges f o r  f re ight  cos%s of inports ,  Roughly one-quarter of  
the  def,:.%c.%t can be  explaznod by supplies of economic aid on 
credi t   terns ,   but   milf tcry aid del.ixer2.es must obviously have 
cont r ibu ted   grea t ly   to   th fa 'def ic i t ,  'Poo l i t t l e  is known 
Ebout balmce of inv is ib les ,   se rv ices  and transport  and 
other   t ransfers ,  and, on the  other.  hand, the  balance of 
payments s i tua t ion  d i f f e r s  too  widely from country t o  country 
t o  allow any  meaningful  generalisation. -a (b) The imgortance or0 developing areas i n  the t o t a l  t rade  

152. Totcl  Comnunisf; trade expanded s teadi ly  from a very 
low l e v e l  .in l953 t o  reach B t o t a l  of $27 bi l l ion  exports  and 
$26 b i l l i o n  imports in 1968, which represents an increase of  
8.6% over the  preceding  year, However, since 1962 world t rade  
generd ly  had been growing nearly as rapidly, and i n  1968 it 
rose by U$. By the  end of 1968, Communist trade  accounted 
f o r  about 11% i n  t o t a l  world  trade. 

? Z T E t i m 5 i 7 m r t e s  

?ABLE 9 

Trade o f .  the Comunist Area 
" 

(?Tzzz%) (b i l l i on  US $) 
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153, !&e overall  expansion of Communist t r ads   i n  1968 was 
l a rge ly  due t o  a 10% increzse o f  intra-COMECON trade, which 
represents   the  l ion 's  ehare of this trade  (over 56%). Trade 
with . industr ia l ised Western countries grew  more moderately 
(+6,7$), while that with the  developing  areas  increased  only 
slightly (+3,5$),  Mever-bheless, the  overall   export   surplus 
i n  Communist trade,  whiah  doubled  between  1965 and 1967, 
.increased by more than $1 billion i n  1968,  mainly  because 
exports t o  developing cuuxWl.es continued t o  grow while  imports 
have lagged  since 1965, and even by the  end of 1968 d id  not 
reach  the  level  of the   ear l ier   year ,  

154. This general   outl tne disregards, however, the  great  
dffforences i n  the volume of t rade  o f  the  various  countries 
wtth the  developing  areasc  In terms of  t o t a l  trade  turnover 
tath the developing  cowltrtes,  the USSR ranks first among the 
Communist countries. 

- 0  2ABL.E 10 

aster0 Europe 
Communist China 

m e  S0v.ie-t lead is  la rge ly  due t o  the prominence of i t s  exports. 
IThemas %he Soviet Union .is undoubtedly  the main Communist 
source of  supply t o  the less-developed  countries,  Eastern 
Europe oonstitutes  as  important an out le t  f o r  their   products 
QEI tho USSR, Communist China is  a separate  case: it sends 
a coilsiderable part of .Zts exports t o  developing  countries of 
Qs.ia, Africa and the Middle East, and pwc3ases  the  bulk of  
.its Zmports i n  indus t r ic l i sed  Western and East European 
countr.ios while t rade  w5th the  Soviet Union has been  reduced 
t o  a negligible  quantity,  

155. The percentage ehare o f  the  developing  countries i n  
t o t e l  trade of the  ind9v.fdual  Comunist  countries  during  1968 
was as fol lows:  

- a, 

-r 
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358, Since  early 1962, the  overal l   p ic ture  has changed. 
The r a t e  of increase f e l l  and the  trade  balance  awitched i n  
favour of the  Soviet Union. As the  s ta r t ing  leve l  was low, 
rates of .increase seemed very high a t  first, although  the 
absolute amounts involved were r e l a t ive ly  small,. 'Phe l eve l  of 
imports reached in the  early 60s was more in   1 ine .wi th  what 
could  be  expected from a country  such as the  Soviet Union, It 
seemed that further  increases would depend on the  overall  
performaace of  the  Soviet economy, which tended t o  advance 
more sLow1y i n  the 60s than .in the 50s. Between 1962 and 1968, 
Sov,iot .imports fTom develop.fng comtriee roBe from 
$565 mi l l ion  (1961) t o  $860 mill ion (1968), an  annual  average 
rise of'about 6.2$, but this progsless was no longer uniform: 
fn 1964 impor%s declined somewhat r e l a t ive  t o  1963; i n  1967, 
they f e h  below the  level  reached two years   ear l ier ,  and i n  
1968 they had not  regained  their  1966 leve l ,  

159,  During the 1962/68 perfod,  Soviet  exports t o  
developing  countries  cont,înued t o  increase a t  t h e i r   e a r l i e r  
ra te ,  f.e;more r ap id ly  than imports (from $585 mi l l i on  in 
1961 t o  $1,405 mill ion i a  1968, about 17% per annum). As a 
consequence, the  Soviet  trede  balance wfth these  countries 
became favourable, The acbumulated d e f i c i t  was soon 
transformed into a surpltm, which, by the  end of 1968, reached 
a oumula%.ive t o t a l  of $2,100 million.  Deliveries of  cap i ta l  
goods on credit  terms have played a rQle i n  this change,  and 
the Sovfet Union will gradus l ly  have to  consider more 
c a e f u l l y  the problem of  t he  economic usefulness of  what it 
oan obtatn from the develop.tng areas i n  exchange f o r  i ts 
exports e 
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NATO CONFIDENTIAL 
AC/89-WP/287 

100, 

100- 

100- 

FOREIGN  TRADE  OF THE U.S.S.R. 
COMMERCE E X T E R l E U R  DE L'U.R.S.S. 

1958 = 100 

I I 
A. TOTAL  TRADE  TURNOVER I 

TOTAL  DES  ECHANGES  COMMERClAUX 

0. USSR's E X P O R f S  

EXPORTATlONS 
DE L'URSS 

C. USSR's IMPORTS 

lMPORTATlON.5 

1950 59 60 61 62  63 64 65 66 67 68 

KEY 
L EGENDE 

CI___^_____ Trade with developing  countries 
Echanges avec les pays en voie de développement 

I] Trade  with World 
Echanges internationaux 

240 

232 

305 

247 

216 

b 191 
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(million  roubles) 

/I 
. Year 1: 

I 
I. 

' r t %de with  less-develo] ?d countr .es 
~~ 

Bal  anc e : Trade 
.Exports(l) Imports 

. Annual :Cumulative 
I. 

38.7 
19 04 
66.2 
64.0 
29.1 
66.0 
67.1 
45.1 
88.1 

. 127.0 
241 O 
326 . 6 
414.5 
387 . 7 
3030 7 
525.5 
889 5 
820 7 
868.0 

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

P Soarce:  Soviet  Statistical  Yearbooks 

(1) It is likely  that  military  equipment. is included in these 
exports 

(a) Evolution of East. European t rade with developin4 - areas 

160, East European t rade  with developing  countries has 
expsnded rap id ly  over the l a s t  15 years, though a t  a more u r i f o m  
ra te  than similar Soviet trade, and more i n  line with the 
general rise in t rade  of Bast European countries. . .  During the 
decade 1959-1968, the  value of exports  nearly  trebled,  while 
that  of' 5.mports grew 2&fold, East European trade  turnover 
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with noPpComunist  developing  countries, which amounted t o  some 
$700 million i n  1959, fncres?sed t o  $1,860 million i n  1968. I n  
comparison with similar Sov.iet  trade, that  o f  Eastern Europe 
was more balanced, although exports  have, on average,  exceeded 
.imports by about $100 millton  annually  during the decade  under 
consideration. 

161, Over the l a s t  decade, t he   r e l a t ive  importance of the 
indiv.Sdua1  East European co,,uatries has hardly  altered. The 
s.€tmt.ion in 1968 was a5 followst 

Corntry 

. "" 

%i in 

. . . , . . . . 

1. Czechoslovakia 
2. Polaad 
3, S.2, Germany 
4. Rumania 

I 

:as $ of  
. t o t a l  
Eastern 
Europe 

29% 
2o"Jo 

12% 
11% 
log 

loo$ 

18% 

(S, )  Est.imated by GA!W l 
Sourc_q: Internat ional  Trade - 1968 - GATT, Geneva 1969 
Notex Pfgures  in thfts t a b l e   d i f f e r  somewhat from those 

mentioned In   paragaph 160, as the geographical 
def in i t ion  o f  d-eveloping  areas  used  by GATT 
includes  inter  alia also Cuba 

162. There has been L % t t l e  change i n  the  proportion of 
the East European countr ies*  t rade with the  developing 
countries, The f igures  f o r  Czechoslovakia and Hungary  were 
13$ and lo$ respect ively .fn 1956, and 10% and 6$ i n  1960. 
They remained %hereaf te r   p rac t ica l ly  unchanged. Comparable 
ffgmea f o r  the other  corntrie8  are:  

Poland 8$ .in  1956, 7% i n  1960, 7% €12 1968 
Sovie% Zone 3$ ** W f* 4% IV 

Bulgaria 4?: II 
Rumania 7 7 5  n 5% 4% I? 

n 
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G R A P H  XI - GRAPHIQUE XI AC/89-WP/287 

FOREIGN  TRADE  OF  EAST - EUROPEAN  COUNTRIES 

C O M M E R C E   E X T E R I E U R   D E S   P A Y S   D E   L ' E U R O P E   D E   L ' E S T  

1958 = 100 
L 

,283 

2 51 

290 

2 51 

267 

251 

A. TOTAL  TRADE  TURNOVER I 
TOTAL DES €CHANGES COMMERCIAUX 

1 O0 

B. EXPORTS 
0 

EXPORTA TlONS B 

On 2". 1 O0 

C. IMPORTS 

1 O0 

1958 59 60  61  62  63  64  65  66  67  68 

K E Y  
_c_____ Trade  wi th   developing countries 

€changes  avec  /es  pays  en  voie  de  déveIoPPemenr 

r - l  Trade  with  World 

Echanges  internationaux 
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It would appear from these   f igures   tha t  the smaller East 
European countries have not  seen f i t  t o  expand the i r   t r ade  
wfth the  developing  cou~l-bries  particularly, Only the Soviet 
Union has steadily  increased  the  share which developing  areas 
represent in i ts  overa l l   t rade :   in  1956, the  Soviet Union 
devoted 5.5% of i t s  t o t a l   t r a d e  t o  these  countries; this 
proportion  rose t o  8% i n  3960  and t o  11% i n  1968, 

( e )  Trade of  commun&^ . "" China with the developing  areas 

163,  Contrary t o  the case of East European countries and 
the  Sov.fet Union, ComunSst Chinese t rade  with the  developing 
areas dtd not show any usnstant upward trend  over  the per iod 
1958/1968, Between 1958  and  1963 it declined by about 308; 
.it then  regained some  momentun unt i l   the   "cul tural   revolut ion",  
which reduced the volme OP t r ade   i n  1967 and 1968. These 
fluutuckions  closely follow the   general   t rade  pat tern of 
Cbmmunist Chfna during the decade in question.. As was 
ment..boned ea r l i e r (1 )  Chinese  exports t o  less-developed 
oountrîes  greatly exceed .imports, and the  surplus offse ts  t o  
Eome e x t e n t  the d e f i c i t  .fncwcred i n   t r a d e  with Western 
. lnduatrfalised  countries which provide  capital goods. 

. , ,_ . ~~~ "" ., 

Comunist  Chinats.trade with the wcr d d ' t h  h 

Yecr 

1958 
1963 
1966 
1967 
2968 

r Trade with developing  areas 

Imports 
f.o.b. 

244 
152 
388 
240 
240 

T o t a l  
Trade 

Turnover 

(a) Estimates by the   Secre ta r ia t  based mainly on trading 
partnerys statistics 

, . . . . . . . . .  . . .  

. . . . . . .  . .  . . . . .  
" " . 

(1) See  paragraphs  154 a d  155 
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l.64. Trade with developing  areas is a much more important 
element .in the t o t a l  trade of Communist China than in   the  case 
of other Communist countries (USSR and East European countries), 
In  fa&, .in volume th i s  t rcde  almost equals  that between  China 
cad the  other Communist crount~ies. However, contrary  to   the 
largely  favourable  trade  balance with developirzg countries, 
Chinese  .imports from  Communist countries  (mainly  East European) 
exceed exports t o  these  oountries. 

(P) Prospects f o r .  the .$media te  future 

165, Communist t rabe  \&th developtag  countries is l i k e l y  
to oantfnue t o  increase, but a t  a r a t e  more i n   l i n e  with 
eoonomfc developments  and trade generally. From preliminary 
informat.ion, it seems that l a  1969 the t o t a l   t r a d e  of COMECON 
oomtr.ies  increased by  some 10% as against a 15% increase i n  
the   t rade  of the  non-Communist industrialised  countries.  I n  
1969, developing  countr,ies probably Encroased t h e i r  trade wi th '  
the  non-Communist indusdzfdised  countr ies  more rapidly  than 
with the  Communist ones, benefi t ing from the  continued rise i n  
world production, 

166, Prospects  for 1970 are less   sa t i s fac tory .  The 
slowing down of economic growth i n   t h e  United States  during  the 
first months of t h e   y e a  will probably  reduce  import demand i n  
t h a t  country, On the  other hand, the  United Kingdom and Japan 
m2.p .increase their  imp0r-l;~. I n  the Communist world, the 
unsat.isfactory  Soviet economic performance i n  1969 and the 
slower r a t e  of growth i n  foreign t rade  might  be r e f l ec t ed   i n  
reduced  exports t o  developing  countries with whom large  surpluses 
have  been  accumulated, It seems 1ikely.that  Soviet   imports 
from thése  countries dur$.a?g 1970 will increase more rapidly  than 
exports, and the t o t a l  t;rcde turnover o f  the  Soviet Union with 
the developing  areas m i  h-t .increase 8-9$, i.e. a rate higher 
than that a t  which the rade of developing  countries i e  expected 
t o  grow, It is possible  that, becawe o f  the i r   qua l i ty ,  
manufhc-hxred goods from developing  countries might f ind  m - eas ie r  make* i n  Commumntst than  in   the  industr ia l ised  countr ies .  

167* Czechoslovakia's  exports  declined  during  the first 
h a  of 1969, and it seems unlikely that they will increase 
significantly during 1970, Minor increases   in  Czechoslovak 
.imports will probably come mainly from indus t r ia l i sed  Communist 
countries,  Imports by Poland, Hungary and Rumania expanded 
rap.idly during 1969,  and  %he Soviet Zone of Germany increased 
both  .imports and exports by about 13$.. Here again,   overall  
.incresses i n   t r a d e  with developing  countrfes might be l inked 
with increased €mports, CTommmist China, where p o l i t i c a l  
ag t ta t fan  seems t o  have  abated, will probably  continue t o  
.încreasé i t s  trade with the developing  countries  rather 
mpiIfLy, possibly a t  a rate between l@ and 15% per  year,  thus 
regaining  the momentum l o s t  during 1967/68, 
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100. 

'GRAPH XII - G R A P H I Q U E  X I I  

FOREIGN  TRADE OF COMMUNIST  CHINA 

COMMERCE E X T E R l E U R  DE L A  C H l N E  COMMUNlSTE 

1958 = 100 

TOTAL DES  ECHANGES COMMERClAUX 

B. E X P O R T S  

EXPORTATIONS 

1958  59 60 61 

t 

142 

93 

164 

86 

99 
98 

KEY 
LEGENDE 

- m  Trade  with  developing  countries 

Echanges  ovec  les  pays en voie  de  développement 

C-,. Trade  with  World 

Echanges  internationaux 
(1) Provisional 

Provisoire 
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168, Should the  risang trend i n  the   p r ices  of  primary 
produots be halted by the  slowing down of  economic a c t i v i t y  i n  
the industrialised  countries,  the trade  balance of the less- 
developed arees, which w e  continually i n  need  of  imports, 
might be seriously  affeoted. I n  these  circumstances,  they 
might be tempted t o  resor t  t o  barter  deals with Communist 
oow-tr ies  as temporary  expedients. A mere switch of t rade  
would bring them  no las t . lng  benefi t ,  For a long time t o  come 
they  are   l ikely t o  be mainly dependent on the  prosperous 
mzrkets i n  the  ZndustriaLisod  countries. .On the  other  hand, 
the r is . ing demand i n  Communist countries f o r  their   products 
a2ongs.ido  Western demand would rnise  prdces and make it 
fezs ib le  t o  industr ia l ise   gradual ly  on rat ional   l ines .  

B;. D m C I P I O N  OF COMMUIK&YJl. TRADE WITH DEVELOPING COUNTRIES 

(c), ,&om the p o i n t  o f .  view of  the Communist countries 

169.. Since  the 1954 t rade  expansion  drive,  the Communist 
oountrtes have gradually  spread their  trade act ivi t ies   over   an 
.tncreas.ing  nuubes of developing  countries  in  various parts of 
t he  world, Available trade s t a t i s t i c s  show that about 70 
nondomunîst   developing  nations  outside  mope  maintain trade 
relatiohs with the  Communist world: 33 in  Africa,  15 in   La t in  
America, 12 1n Asia and ' l0  .in the  Middle Ess t ( l ) ,  However, i n  
less than a dozen cases,  trade  turnover  (imports  plus  exports) 
with the whole of  the  Communist world exceeds $LOO mill ion 
per  year,' Given the  geographical  situation of the  Cornmist 
oountsies, it is no t  surp*sing that t h e i r  main t rade 
partners should be found .%XI Asia and the Middle East, These 
two crew account f o r  nearly  three-quarters o f  such  trade. 

g."- 

are  by far  the  most 
ing abou% one-third of 
aeO Other countries among 
S i n  l967  are: 

F . in Asia: Pakishn,  Malaysia,  Singapore,  Indonesia, 
w a n d  Afghmistan; 

L i n  Africa: Momcco and Algeria; 

c SI Latin Americ2.t Brazi l  and Argentina. 

170. During the pest decade, Africa and, t o  a l e s s e r  
extent, the Middle East  have  increased  their  respective  share 
2%- the expense of Asia m d  k t i n  Auerica. Moreover, there   a re  
différences  in  the geogrcphical  pattern sf the   t rade  of the  
USSR, Comunist China  and the  East European countries, as the  
following  table shows: 
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(percentages) 
. . . . . . . . . . . . .  . . . . .  

Sourcest USSR: Soviet  trade  statistics for 1968 
Bastern  Europe and Communist  China:  mainly 1967 trade 
statistics of developing  countries 

171. Before  the S0v.ic-t; Union  started  its  trade  expansion 
drtve, Zt maintained  trcdo  relations  with less than 20 
non-Comuuist  countries  oueside  Europe,  and  in  only  four cases 
was thts  trade of any significance in 1954: Argentina  (Soviet 
exports $37 nillion; t a p o r t s  $36 aillion); Iran (exports 
$14 millf,on' imports $19 nillion);  Ghana  (Soviet  imports 
$20 nillion); Uruguay (Soviet  inports $20 aillion). In 1968, 
of tho 53 non-Comunlst developing  countries  outside  Europe 
listed .in the Soviet  Trcdo  Returns, only in 15 cases  did  trade 
turnover  anount to $30 nillion,  and for half  the  countrfes  it 
wcs less than $10 million. 

172. The  developing  countries  with which the USSR 
nzintains 3 significant  volume of trade  can  be  divided  into 
throe groups: 

b those where  credits  have  contributed  to  the  rapid 
expansion of Sov.iet  exports and, where,  consequently, 
in the  recent years, the USSR has  been  accuaulating 
substantial tmde'surpluses: the UAR, Syria,  Iraq, 
Irm, Afghanistan,  Pakistan,  Algeria; 

L those  wiLh  which'trade  tends  to be more or less 
balanced:  Indta, Morocoo, Ghanaj Nigeria,  Ceylon; 

c those  from  which  the USSR has  traditionally  imported 
raw naterials  and  Grnicultural  produce and for which 
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GEOGRAPHICAL  DISTRIBUTION OF TRADE OF COMMUNIST COUNTRIES WITH  DEVELOPING  AREAS  OUTSIDE  EUROPE 

DISTRIBUTION  GEOGRAPHIQUE  DU  COMMERCE DES PAYS COMMUNISTES 
AVEC LES REGIONS  SOUS-DEVELOPPEES  HORS  DE  l'EUROPE 

- FROM 
ISTES DE 
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173. The t rade  of Enst European countries is more evenly 
spread over a larger  nmber  of  developing non-Comunist 
countxyles than Soviet trade. In   t he  1967 trade  return-s of  65 
different  developing  comtrtes East European countries were 
ment.ioaed. Normally, in the  pas%, East European exports 
slighS3.y exceeded  imports; th i s  trend has become  more 
pm;,?,oimced recenely i n  Lfr.9can countries  such as Ugerfa ,  
Ltbya; Ethiopia and i n  most Middle East cmntr iee:  Lebanon, 
Sycia, tihe UAR, Increased .imports from other  African 
mun%-des (Ghana, Guinea) @ontain an element of  repayment of 
eoonomic a t d  delivered earlier. Thfs a lso   appl ies   to  $mpo&s 
from India3 Morocco, Ceylon, O n  the   other  hand, 5a t fn  
her , tcan  countr ies  have mainly  served as sources of  supply 
rathef  than as markets for East bbccpean  productls. On the  
whob,  the  geographical  pattern of East European t rade does not  
dWPer s igni f icant ly  from thaL of the Soviet Union except f o r  
the much greater  r61e played in the first case by Latin America. 

174. Comm-mist Ch&na*s t rade  is primarily directed towards 
Asian countries, I n  1967, Singapore, Ceylon, Malaysia, 
Sakistan and  Xndonesia were China's most important  trade 
partnera oixbside Europe, Trade,  except i n  the case of  Pakistan 
and Ueylon where it iB balanced, I s  a one-way f low of Chinese 
exporta,  it seem  l i ke ly  t ha t  par t  of these  exports t o  
Singapore and Malaysia, a8 i n  the  case of Hong Kong, are 
re-exported t o  Western countries and provide some of  the hard 
ourrenoy  needed by China for i ts  imports from industrfnl ised 
non-Commurist countriee. I n  nearly a l l  o f  these  countries, 
and ,in Caabodia,  Chinese exports exceed those of %he Soviet Union 
and Eastern Europe comb.ined, Chinese exports  to  Pakistan i n  
1967 were of the same order of  magnitude as those of the USSR 
or Eastern Europe taken separately,  

175, In  recent years, Communist China has made determined 
efforts t o  penetrate A f r i c a n  countries, and is thus openly 
oompetfng with t'ne USSR .2n t r y i n g  to gain irfluence by means of 
trade. Xn 1966 and 1967 Chinese  exports t o  Africa exceeded 
thoso  o f  the USSR, In  2467; they  equalled o r  exceeded the 
oornbZned Soviet and East  Wopean  exports t o  the  following 
oountrfes t 

-102- 

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



c 

-1C3- 

They.oq~a,all,ed o r  exceeded those o f  the  Soviet Union in: 

Cameroon 
Chad 
Congo (Kinshasa) 
Ethiopta 
Ivory h a s t  
Kenya 
Libya 

Uganda 
Zambfa 

The mounts  involved  are  admittedly small, but, given  the 
economic s i ze  of  most of these  African  countries, these exports 
tend to play a more important  r81e than t h e i r  mere value would 

much Urger volumes of t m d e  t exports and imports) are 
involved, Communist China cannot coEpete with the USSR and 
Eastern h k o p e ,  although f-t ho lds  i ts  ground i n  Kuwait and 
Jordan. Communist Chin2 has prac t ica l ly  no t rade with 
Afghanistan o r  with India, and since 1966 its t rade with 
Latin her.ica has been minimal, 

suggest. 
- 0  176, I n  the Middle Zaat W, Syria, I ran,  I raq) ,  where 

(b) E"rm the  ,.point of :view of the developing - countrges 
177. Although the shcve of Communist countries  in  the 

t o t a l  trade turnover o f  the developing Thi rd  World does not 
exceed 6-7%, a number of developing countries are  economTcally 
much mare dependent on thet2 t rade with the Communist 
o o m t r i e s  than th i s  figure would suggest. 
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n,a. = not available 
negl, = negligible 

. .  . .  . .  

c) is tho non-Communist developing  country 
the l a s t  decade, has depended most heavily 

on the Sov.ie-L Union both for Imports (more tban half 
o f  the t o t a l  oomes from the USSR) and exports  (about 
40%) 

Q. Yemen is the next most dependent country, but almost 
excïwfvely as regards fmports, 60% of which i n  1967 
came from the USSR; P rac t i ca l ly  a l l  i t s  exports 
(over,95$) go t o  non-Communist countries., f o r  t h e .  . . 
most part , neighbours 

U since 1958 has directed 

(mainly the Sov.3:e-t; Unfon and Eastern  Europe) and 
purebaaed there  between one- f i f th  and one-lhfrd o f  
.its imports. 

ts t o  Cormmis t  coun-tries 

LI Linea, i n  the e m l y  196Os, obtained  over 40% of its 
imp%?f% fron the  Communist countries, 'Phis share 
decLfned t o  about  @ne-third  after 1964, when imports 
f r o m  Communist China were p rac t i ca l ly  haltecl, while 
that  of East Emopean countries drew l e v e l  with thc t  
of the Soviet Union. The Comnunist countrtes have, 
however, never succeeded i n  replacing the Western 
countries as L? mcrket for the Gufnem  exports of  raw 
material, it w ~ s  only i n  1967 t h t  Guineals expo:txs 
t o  t he  Soviet Union end Eastern Ett-ope reached abcxt 
35$* During the preceding  years, it had seldom b 6 . a  
more than SO$, 
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S r i a  has stecdily  increased  the  share of i t s  imports 
*Comaunisi; countries from about 4% i n  1956 t o  16% 
.in 3965 and 31s fn 1967.  llhe importance of the 
Comunist world CS an ou t l e t  for Syrian  products 
grew even more rapidly up till 1964, when over 4w0 of  
tots l .  Syrian  exports went t o  Comunist  countries 
(mainly the USSR and Emtern Europe). This 
proportion  subsequently  declined, and was about 30% 
.in 1967. 

Me19 is the only country i n  which t rade  with Communist 
m a  has p l q w d  Q signif icant  role, mainly as a 
source O% supplies, I n  1964, China absorbed  about 
10% of Malian  oxports and provided a sfmilar percentage 
of %total. imports, . Thereafter,  Mali‘.was  .able t o  
purchase  about  one-fifth of i ts imports from that 
country, but .Its exports   to  China represented a 
negligible  share o f  i t s  t o t a l  sales, ‘phis country, 
which directed u-p t o  40$ of  its t o t a l  exporta  to 
Ccmmuniat countr,des i n  1964# a t  a time when nearly 
half of i ts  imports came from these  couatries,  has 
since sough5 maSsz3,y in t h e  non-Communist world 
markets f o r  i t s  products  (only 12$ of its ex o r t s  were 
s e n t   t o  Communis-t; oomt r i e s  in 1966 and 1967 P although 
i t s  imports  from Communist countries s t i l l  accounted 
.in 1967 for nearly 40$ o f  t o t a l  purchases. 

. I  

In   Afr ica:  Sudm 3.6% 

Ghana 11% 
Tunis.ia 11% 

I n  Asia: , Ceylon 18% 
Burma 14$ 
Cambodia 13% 
India 13% 
Pakistan 11% 

Communist 
turnover   in  

None in   t he  M.fad.le E a s t  nor i n   La t in  America 

In nos% of these  countr,ies*  trade,  the  relative  importance of  
Comwz%s% countries has been  declining s h c e  1965, both as an 
ou t l e t  90s t’neir products and as a s’ource of supply, It is 
only in the case of SomaL.J,a, Pzurisia and Pakistan that the 
share of Comm-mist c-S -1 t r a r -3  t o  r i s e ,  I n  
S.terra.Leoae, I r a  and Jordan, imports fx-om Comunist countries 

exports t o  these  countries  are  negligible (less than 3.5%). 
o d t a l  e z i ! i i l  purchase in   recent  years, but 
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(c)  Co%?l.usions 

180, Communist t rade  ,951 general, and Soviet   trade  in 
par t icular ,  i s  concentrated OM a relakively amall number of 
countr.Zes, where it plays a l a rge r  r o l e  than the   overal l  
percentage share which Communist countries  account f o r  i n  
t o t a l  trade  turnover o f  %he Third World would indicate,  
Nevertheless; even i n  these  countries (with the  exception of 
Afghanistan), the   industrW.ised Western countries s t i l l  
matnta.Sn a def in i te   l ead  over Communist countr ies   in   t rade 
with these  developing  countries.  Afghanistan, whose 
percentage of: trade with the Sovtet Union and the East 
m p e s n  countries i n  1967 was comparsble with tha t  sf 
Yugoslmia i n  1947, has  demonstrated that economic re la t ions  
by themselves  are insuff.ic€ermt t o  tu rn  an  independent  .country 
.into Q Communist satel l i te .   Sfmilar ly ,   the  domdnant posi t ion 
o f  the  West 9n the t rade  of developing  countries is no 
guara-bee tha t  t'ney would not   tu rn   to  Communist countries f o r  
t rade and aid if, for poli-tical  reasons,  they  preferred  to do 
60. 

181. In the  l i gh t  o f  developments during  the las t  decade, 
.it seems most unlikely thzt the  Communist countries  could 
. increase  their  own t rade  tzi,th the  developing  countries t o  the 
extent o f  depr iv ing   the   hdus t r ia l i sed  West of i t s  t r ad i t i ona l  
sourcex of supply, Durfng recent  years,  the Communist 
countr.ios have  been less capable of  absorbing increasing 
m0wt-t;~ of products from developing  countries  than of 
offer ing alterna.Give SOUTCCS of  supply t o  be repa id   a t  a l a t e r  
date i n  the form of increased  exports. This trend  has been 
par'bfcularly marked i n  %he  Middle East and African  countri$s, 
which oontfnue -to be the two main target   areas  of  the Communist 
trade expamion ef for t s ,  It appears  further from the avai leble  
t rade   f igures  that the  oompetition between the USSR and 
Communist China was par l . icular ly   acute   in   Afr ica .  

182, L i t t l e   d e t a i l e d  and  up-to-date information on the  
oommodzty composition o f  the t rade  of  the  developing  countries 
i a  avztlcble,  'Cs~munist  purchases of  r E w  materials  (rubber, 
cotton,  metals,  ores) 2.ocouslted f o r  two-thirds of the t o t a l  i n  
1953$ three-quarters a t  %he rind o f  the 509, s ince when the 
f .Qwc  has f a l l en  t o  50$. The share of food  product? has 
Sluotuetod more wfdely axord ing  t o  %he  Zemporary neeas of the 
Cornmiat  countries. 33'006 represented about a quarter of 
t a t c l  . b p o r t s  i n  1953 md 'dcc l ined   t o  one- f i f th  i n  1959; it 
reached c peak in 1965/66, when over  one-third of imports 
consisted of food and food  products, a percentage whPch 
declined  only s l i gh t ly  .in 1967, from 
develop.ing  countries  hcve  graduc  ive 
fmportenco from l e s s  than i n  1953 t o  over double this 
f.igure .in 3967, 
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(c)  Conclusions 

180, Communist t rade .in general, and Soviet  trade i n  
partt;..ieul.aY3 is concentrated on a relat ively  emall  number o f  
comtr%es, where It plays G larger  r81e  than the overal l  
percentage  share which  Communist co-mtries  account f o r  i n  
t'oks.2 trade  turnover of  %he Third World w3uI.d indicate,  
Hevextheless; even i n  these  countries (with the  exception of  
Afghanistan) , the indus t r ia l i sed  Western countries s t i l l  
maPnta.%n a def in i te  leed over C o m ~ ~ ~ ~ i s t  countr ies   in   t rade 
W$-& these  developing coun-krles.  Afghanistan, whose 
perceutage of t rade  with the  Soviet  Union  and the East 
European countries i n  1967 was comparable with tha t  of 
Xugoslmia i n  1947, has d-emonstrated that economic re la t ions  
by themselves  are  insuff.Xc.ient t o   t u r n  an  independent.  country . . , 

.into a Communist s a t e l l i t e .  SLmilarly, the dominant posit ion 
of  tho  Vest i n  the t rade  o f  developing  countries is  no 
@.armtee that   they would not turn t o  Communist countries f o r  
t rade and aid 9f for poli%.ical   reasons,   they  preferred  to do 
80. 

181, In  the l i gh t  o f  developments during  the l as t  decade, 
.it seems most unlikeiy th& the Communist countries  could 
increase their  own trad-e wtth the developing  countries t o  the 
exteat  02 depriving the indus t r ia l i sed  West o f  i ts t r ad i t i ona l  
sources of supply. .Dur.ing recent  years,  the Communist 
countrtes  have been l e s s  capable of absorbing  increasing 
m0wl-C~ 02 products from developing  countries  than of 
offering a l te rna t ive  sowccs o f  supply t o  be repaid a t  a l a t e r  
date  .in the form-of increased  exporta. This trend has been 
particularly marked ln the  Middle East and African  countries, 
which oontinue t o  be the two main ta rge t  areas of the Communist 
trade  expaasion  efforts, It appears  further from the  avai lable  
trade figures that the  oompetition between the USSR and 
Cornmist China was part . icularly  acute  in  Africa.  

( a )  Imports by Cornu#& countries 

182. Li t t l e   de t a i l ed  cnd u-?to-date information on the 
mmmodity composition o f  the   t rade  o f  %he developfng  countries 
is zvaEkb1e.  'Co~munist  purchases of  raw materjials  (rubbey, 
cotton, metals,  ores)  cocowted f o r  two-thirds of  t h e   t o t a l   i n  
1953, three-quarters at tho end or" the 509, sinue when Yne 
f.tgure hzs f a l l e n  t o  50$, m e  shaze of food productB has 
f lustuctod more widely  scoording t o  the w o r a r y  needs of the 
Communist countries. Po02 represented abaut a quarter of 
t o t a l  .imports i n  1953 znd'dcclined t o  one-fifth i n  1959; it 
reached a peak i n  1965/66, when over  one-third of  imports 
consisted of  food  and food products, a percentage which 
declined  only slbght2.y ,in 1967, from 
develop.%ng cowt r fe s  have  gsaduc ive  
.Lnrp~r-t;c.noo from l ess  than 57; i n  1953 t u  over  double this 
fSguxe .in 1967. 
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NATO UNCLASSIFIED 
AC/89-WP/287 

” 

COMMODITY  COMPOSIT ION - 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 VOfE D E  DEVELOPPEMENT 

- 1960 - 
I 

EXPORTS - EXPORTATIONS (o f f i c i a l   t r ade   s ta t i s t i cs )  IMPORTS - fMPORTATlONS 
( s ta t i s t i ques   commerc io le r   o f f i c i e l l es )  

$ 952 m i l l i o n  

::;:: 

I 
I. SOVIET UNION 

UNION SOVIETIQUE 

To ta l   va lue  : 

of which : 
Va leu r   t o to le  : 

dont : 
Others 
Autres 

Machinery 8, equipment 
f o r   c o m p l e t e   p l m t s  
Mach ines   e t   ou t i l l age  
pour  usines  complètes 

Other  machinery  and  equipment 
Au t res   mach ines   e t   ou t i l l age  

Food 
Produ i ts   a l imenta i res  

67% 

Food,  wood  products  ond  other  crudes 
Produi ts  a l imentaires.  b i s  e t  
autres  mat ières  premières 

$ 830 m i l l i o n  

Raw  moter ia ls   (cool )  
Mat ières  premières 

Manufactures 
Produi ts   manufacturés 

II. E A S T E R N   E U R O P E  

Cot ton  f ibre ’ 
F i b r e  de  coton 

$ 884 m i l l i o n  

F w d  
Produ i t s  
a l imenta i res 

EUROPE DE L’EST 
(es t ima tes  ~ es t imat ions)  $ 928 m i l l i o n  

To ta l   va lue  : 
Valeur   to ta le  : 
of   wh ich  : 
dont  : A u t r G  

Others 

\ Natural   rubber 
Caoutchouc  nature l  

l 

22% .I’ Machinery 8, 
equipment  and 

Machines,  out i l loge 
manufactures 

e t   p rodu i t s  
manufacturés 

Natural  rubber 
\ /  

- l a  \ / 
Y 

Caoutchouc  naturel  \ 
Tea,  coffee,  cocoa 
Thé, café, cacao 

I 
III. COMMUNIST CHINA 

CHINE COMMUNIST 

(est imates - est imat ions)  

To ta l   va lue  : 

o f   wh ich  : 
Valeur   to ta le  : 

dont  : 

F o o d  
Produ i t s   a l imen ta i res  

$ 216 m i l l i o n  

Cot ton 
Coton 

Others 

P rodu i t s   a l imen ta i res  

Rubber 

naturel   Jute  and  cof ton 

Jute  e t   coton 

I 

l 
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183. About half from developing 
4 oountr.5es cons is t  of natural  rubber 

F of  211 these raw m a t e r i d s  has been gradually shrinking  sfnce 

(15%) and cotton f i b  the leading Tale, 
followed by copper, nickel and i r o n  ores,  although  the share 

1965, Sn 1968, t 
l o s t  .bpor twce .  
accounted I n  1967 
37% in 1964 and 2 
countries have g 
3?EE==TTëZe count 

'184, Indic  supplies t o  the  Soviet Union tea,  coffee,  jute, 
. .  wool,. leather ,  . considercble  .quantities of  packing mater ta l  . . 

( ju te ) ,  d s o  footwear a d  clothing,  nuts,  spices,  pepper and 
tob2,cco. There is l e s s   v a r i e t y   i n  imports from the UAR, which 
coi?s.Psts la rge ly  of raw oo-tton, materials and fabr ics  and 
considérable  uantities of  rice.  Several  other  countriea 0 (Syria, Sudan 9 also supply  cotton and wool; Pakistan  jute and 
r i ce ,  while Iraq and I ran  send d r y  fruits,  Algeria  oranges and 
w.i+re; B r c z i l  supplies c? l,?rge var ie ty  o f  goods: coffee, 
OOCOP.~ r.icc3, cotton, lecther and o i l s ,  while Argentina, which 
.in 1967'sold 1.5 mill ion  tons of wheat,  normally  provides 
lecther ,  wool. Imports from Malaysfs  consist almost 
exclusively o f  na tura l  rubber supplement.ed by small quant i t ies  
09 t.€n. 

185, Eastern %ope î ~ ~ ~ y o r t s  r e l a t ive ly   l e s s  raw materials 
from develmng co&%ms  than  the  Soviets ,   but  more food and 
trop.iccl  fruits. The share of  these two maPn categories wcs 
newly  equal .in 1965, thotrgh that of food imports has 
apparently lost some growld since  then  in  favour o f  imports of 
rcw mrtgcinls.  Purchases of crude oil from developing 
ctomtr.ies has not  yet  reeched  any  sizzble  fraction of t h e   t o t a l  
.j3llpo2%sr !Phe importance of  imported  manufactured goods from 
develop,iug  countries is o f  about  the same order as in   the  case 

..a of the-Sov.iet Union. 

186. Communist Chinese t rade  composition  has  been l e s s  
stable than i n  the case of the Soviet Union or the  East 
European countries. Food products and raw materials  account 
f o r  near ly   the   to ta l  of .taports  (over 90$> from developing 
cowtr.%es, But the shme which food represents  in such trade 
h m  f luctuated widely  eccordlng t o  temporary  needs.  Chincts 
p w c b s o s  .in 1964-1966 .hcLuded  about $80 mil l ion  worth of  
wheat cxnnmLly from Argentsna,  but these imports were ha l ted  
in 1967, Buxma provides r.ice t o  China, Ceylon rubber Korocco 
phospbctes, Sudan, S p i 2  and the UAR cotton- Manufactured 
goods (cbout 5%) have o n l y  s t a r t e d   i n  1965 to   represent  any 
s l m b l e   f m c t f o n  of imports. 
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(b) Exports from Cogmunist cc_l;trfes 

187, The nain commodit.ies exported  during the l a s t  three 
years from the Communist oountries t o  the  developing  areas of 
the  no-Communist world' oonsist of  

wht ch rep o t a l .  
g equally  dtvided between food products 

an'd rs?w materials,  among which exports o f  +el  plays a major .* 

r 8 1 e n e m o n s i s t s  09 m€scellaneous i x s ,  including 
chmiccls.  Before 1954, food  was the most important  export 
comnodity, but I t s  share i n  t o t a l  exports  has been gradually 
deolining  in  favour o f  the rapidly growing place  taken by 
ocp.itzl goods,  while  mcnufactured  products grew less rapidly 
in   re la t . ive  importance, The share of  fue l  i n  exports, 
petroleum  products  especially,  rapidly expanded up t o  the end 
of  the 50s, but has grzdually  declined  since. 

188, Machinez is  the  main item of  Soviet  exports t o  0 developfng-rles, espec.ially t o  t h o e m f e t i n g  from 
economlc aid cred i t s ,  In recent  years (1965-68) machinery and 
equipment accounted f o r  half the  t o t a l  Soviet  exports (SO$ 
complete planta and 20$ other machinery and equipment).  Since 
the  increased wheat shipasrmts t o  the VAR i n  1967 and l a rge r  
exports of su a r  and swflower o i l  t o  various Arab countries . 
(1% of  t o t a l 7  food has regained part  of the  importance it 
l o s t  .in earlier years. I n  1968, however, the share of food i n  
t o t c l  exports dropped ,?.gain t o  about 12%. Pet ro lem exports 
.in 1968 dropped t o  8% of  the t o t a l ,  mainly as  a r e s u l t  of a 
sharp decl ine  in  shipments to   Ind ia  f o l l o w i n g  the  closure of 
the  Suez Canal, . . 

accounted' f o r  m o  eloping 
countries,  the  rest  cons.ist.ing  mainly of  various raw materials, 

189. In the   t ab le  below, some indication is  given o f  the 
r e l a t ive  importance ( i n  mill ion  roubles) o f  i n s t a l l a t ions  and 
other  machinery in   exports  t o  countries  benefit ing from large 
scale   credi ts ,  The f i v e s   r e f e r  t o  1966/6? as the  commodity/ 

~. 

9 -  

@ ' comtrp   d i s t r ibu t ion   f igures '  for 1968'  are   not '   yet   avai lable , '  
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Soviet expor 

L~ ( m i l l i o n  roubles) 

f '  1966 
c 

Machinery 
h 

f . 

190. The -most importent engineering  exports  not  included, .' " 

in complete instal la t ioi ls   are  motor transport ,   earth moving, 
power s t r t f o n  equipment, in the  case of  the United Arab Republic 
agr icu l tura l ,  and for Indic aviat ion equipment. Exports  other 
t h a  machiaery  cover a vride range of  products.  Nearly a l l  the 
countries mentioned i n  'Pz.ble 17 took metallurgical  products. 
I n  addition,  the UAR imported  coal and timber, India,  
Srfghanîstan, Syr ia  and %he U2.R o i l .  Food products went mainly 

, 

. m t o  the  Arab countries. 

192. Communist Zhineso ex o r t s  comprise 8% food (sfce)  

m n  
( t e x t f l e s )  , each 'o";T""Jkese groups 
e remafntng f i f t h  is  

" 

represented  mainly by raw g a t e r f s l s ,  such as fuels  (coal) .  
&ports o f  
of t o t a l  c eloping  countries. 

W,- hardly exceed 5-6$ 

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



-110- 

(E) Role o f  t rade " with developing  countries  in  the 
'CommwXst ecogoq-res 

P 

193* The r o l e  devoted t o   t r a d e  with the  outside world i n  
the Soviet  type of centrally  planned economy has   t rad i t iona l ly  
been  mazginal,  Apart from cer ta in   essent ia l  raw materials  not 
l oca l ly   ma i l ab le ,  Communist theory tends t o  regard imports 
from capitalist ic  couatr . ies  merely as a means o f  f i l l i n g  a 
temporary gap l e f t  by the uszderfulfilment of the  plan o r  of 
overcoming an  unforeseen  bottleneck, and exports  are  nothing 
more than ways of  paying f o r  such  imports. Both the  Soviet 
Union aad Communist China are  mong  the  countries whose 
economies a re  the l e a s t  dependent on fore ign   t rade   in   the  
world. The share of imporbs as compared t o  nat ional  income is  
in both countries mong the lowest recorded  (less  than 3% of  
GIP);. The'  tendency towards national.  self-sufficiency is, i n  
both cases, apart from .its . ideological and nat ional   securi ty  
motivations, made economically  plausible by the dimensfons of 
the  cou-bries ,   their   natural  endowment with mtneral and energy 
resources1 and t 'neir   agr icul tural   potent ia l ,  

' 194. The posit ion of %he  smaller East European countries 
is  in this respect ,   basical ly   different .  They do not   f ind 
tufthin their   boundaries  ei ther the natural  resources needed f o r  
the  functioning of t h e i r  economies o r  markets large enough t o  
permit  proper economies 02 scale. In 1968, t o t a l  imports of 
East r7uropean co.un$ries  exceeded  Soviet imports  by more than 
50$, although  the sum of  t h e i r  gross national  products was 
less %hm 40% that  o f  the  Sovfet GNP. Even Poland, which, 
mong'Eas-1;  Europeans re l ies   p ropor t iona l ly   l eas t  on foreign 
trade, s t i l l  imports about 25% more than Communist China, 
although i t s  national income is  probably  only some 40% of that 
o f   t h e   l a t t e r   c o u t r y .  

195. -Sovi.et Union, . -!Che first p r i o r i t y -  of  the. Soviet  foreign 
trade  planners is the strengthening of their  economic l i nks  
between COMECON partners,. This preoccupation was reinforced 
a f t e r  the 1968 invasion o f  Czechoslovakia. The Soviet Union 
has constantly  attempted t o  make use of the   indus t r ia l ly  most 
advanced C o m a i s t  countries as works'nops for production 
"lored t o  Soviet  needs, A s  regards the Western industria,l.ised 
countrîes,  notwithstanding  the well-known l imitat ions of such 
t rsde,  Qnporls o f  technical ly  advanced  equipment have 
t radi t ional ly   played a crucial   r61e  in   Soviet   effor ts  t o  
overcome the widening  tec?mological gap in   var ious  sectars  of 
the   c lv t l i an   i ndus t r i a l  ou%put. Compared with this type of 
impoar"c, the  developing !I!hl,rd World has apparently l i t t l e   t o  
o f f e r  of v i t a l  economic i n t e r e s t  by present  Soviet  standards, 
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Some r a w  materials and rare  metals  not  locally  available 
(Malayan rubber) o r  i n  insufficient  quantit ies  (Chilean and 
Hhodesiim copper) o r  o f  m .inadequate  quality  (Egyptian 
cotton), as well as  the essent ia l  food  products  needed i n  an 
occasional emergency situa%-%bx  (Argentinian wheat a f t e r   t h e  
disastrous  harvest i n  1963), have i n   t h e  past been  imported, 
even without f u l l y  compensating exports and, i f  need  be, 
against payments in  hard'currencies.  The other  Soviet  imports 
of consumer goods (cocoa9  coffee,  peanuts,  bananas,  cane 
sugar, wine, r i ce ,  troptcal fruits and vegetables, wool, jute, 
hides m d  skins) o r  products  manufactured by developing 
c o w t r t e s  do not   contr ibute   s ignif icant ly   to   the growth 
objectives of the  economy but   ra ther . . to  the improvement of the 
l iving  standards of the consumer. !Re economic implications 
of the .increasing  well-being of the population are, however, 
gradually Sn the process of being acknowledged in   the  Soviet  
Union, 

196. This order o f  p r i o r i t i e s  is r e f l ec t ed   i n   t he  
geographtcal  pattern sf Sov,iet  trade. Over the   l as t   th ree   years ,  
two-thtrds was oriented  towards Communist countries (56% t o  
Eastern Europe  and 8% t o  Cuba,  Communist China and other Asian 
Commuuist countries),  O f  the remaining th i rd  directed towards 
non-Comunist countries, the indus t r ia l i sed  Western countries 
accounted for double (22';d) the  value of t rade with developing 
countries (12s) Soviet exports t o  non-Communist developing 
countries  represent an . fmigi f icant   percentage  (less than 
0,5$) of the  country's G I P S  Since 1962, the  Soviet Union  seems 
t o  have rea l f sed  that it could,  without any undue s t r a i n  on 
i ts  economyr increase its k a d e  with developing  countries by 
expanding its exports, whtch could be repaid  in  coming years 
by growing imports. To mzgntain a s teadi ly  growing f low of 
t rade wfth developing colantzies, the  or iginal   dr ive,  mainly 
based on expanding  pxrchases seemed t o  meet with some 
l imitat ions and recent  effo&s aim a t  priming  the pump by 
enlarged  sales on credit,.  

197. The volume, direction and composition of Soviet trade 
resu3.t not from the free  . in terplay of international  competition 
on world markets  but from a deliberate  decision  taken  at  
governmental l eve l  with due regard t o  both economic and 
pollt.fca1  implications,  Primarily  preoccupied with major 
domestic economic and p o l i t i c a l  problems re la ted  t o  the  
in te rna l  and external  secuxity of t he i r   t e r r i t o ry ,   t he  Chinese 
chslllenge in   the   ou ts ide  world and the   i n t eg r i ty  of COPIECON, 
.it would seem that the ThSrd World does not   ra te   very high Zn 
the  present  order of pr . ior i t fes  of the  Soviet  policy makers,, 
The exception of  the  Mediterranean  area and its Arab 
prolongat,ions does not  contradict th is  overall   generalisation, 
Trade  promotion e f for t s  .in M r i c a  aim as much a t  challenging 
the  growing Chinese  influence as a t  reducing Western influence. 
Over the las t  1 5  years, the Soviet Union has learned  the 
l imi ta t tons  of using econoxnîc aid and trade as a means of 
fu r the r tng   t he i r   pu re ly   pa l l t i ce l  aims, Developments i n  a 
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number o f  countries thet had established  close economic 
re1at.ions'with  the  Soviet Union (Guinea, Ghana, Maliy 
Indonesia,  etc,)  have calmed down the  optimistic views 
accordfng t o  which Communim would spread r ap id ly  in   the  foot-  
steps of the  decolonisation  process. The anticipated  evolution 
of developing  countries towards Communism in  general  and the 
Soviet Union in  particulcm .is at present  officially  presented 
as a long-term goal. 

198. I n  recent yeeys,   Soviet   efforts  in  the  f ield of  
economic zid and t r a d e   k v e  aimed more a t  gafning  influence 
wtthin the leading  c i rc les  of the developing  countries  than a t  
promotlng social   agitat . ion.  The nat ional   leadership  in   the 
Third World countries night fndeed be strengthened by Soviet 
economic ac t iv i t i e s .  !I?he o f f i c i a l  Communist a t t i t u d e  is no 
doubt that the nat ional   lecders  w i l l  eventually be compelled 
by . in temzl  c i r cms tanoes   t o  adopt  policies more favourable  to 
Commun3srn+ 012 the   other  hand, established economic l inks  
oreate  obligations which cmnot be riisrupted uni la te ra l ly  by 
the  Sov.iet Union without  considerable  losges  in both economic 
and pol i t teal   terms,  and the Chinese  challenge  has added  a 
new dimension t o  this stmxggle f o r  influence i n  the  developing 
arees of  the  non-Communist world. 

199,  Bastern Europe.. Eastern Europe is a concept  used i n  
this pape rFf f inp iZfy  %e mult ip l ic i ty  of problems which t rade 
with developing  countries  poses.  In  fact,  the  countries 
belonging to this group do not together   const i tute  an en t i t y  
i n  the economic sense. En Communist quarters, it was thought . 
thet COMECON could  serve IS  a medium for co-ordinating  trade 
of the East European cowltries  in  general ,  and with the 
developiizg countries i n  par t icular .  There is s o  far  no 
evidence that these  a t tmpls 'a t   co-ordinatfon have met with 
great  8uccess* For i n s t a c e ,   i n  May 1965, the  Permanent 
COMECOH Commission f o r  Monetary  and Pinancial  Questions 
cons.idered ways and mecns of u t i l i s i n g   t h e  COMECON Bank as a 
vehgcle f o r  promoting the sstablishment of joint   enterpr ises  
i n  developing  countries.  At'the Moscow conference in May 1969, 
the  problea was raised again, and it was decided t o  s e t  up a 
new COBECON Investment Bzdc ,  However, s o  far  not one 
developing  country is reported t o  have  put in to   e f fec t ive  use 
the  emisaged multilateral c lear ing and  investment system. 
The Soviet Union seems still more concerned with d i rec t  
ocntrol  rather  than  using  the COMECON in s t i t u t ions  f o r  such 
co-ordinatlng  purposes, The East European countries have 
ooces.iomlly been  used as spearheads f o r  Soviet economic 
penetration as they  appezred to the  developing  nations (Middle 
East,  I&in America) more acceptable  trade  partners. 
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200, 'phis is not t o  say tha t   there  is no spec ia l i sa t ion  
song E s s t  European countries  in  the  type o f  products  exported 
t o  developing  areas-  Polish  exports  consist  primarily of 
shippm3 equipment, smell power plants ,   furni ture   factor ies  
and cement plants. East Germany sends t o  the Third World 
mainly pr.inting  presses  cellulose  factories,  film producing 
mits, f sc to r i e s  of optdcal  Instruments and measuring  devices. 
Czechoslovakia supplies oornplete in s t a l l a t ions   i n  the 
electr tcal   f ie lds .   In   ooaparison t o  Soviet sales abroad, East 
European exports t o  develop.ing  countries comprise small and 
medfm plants  not  requtrtng  high  capital  investment, Such 
countrfes as Poland  and  Czechoslovakia have occasionally 
acted as sub-contractors af large  scale  Soviet  deals, However, 
.it seems that this lack  of  competition between East European 
oountries .is due  more t o  specialisation  in  production among the 
E m t  Buropean countries  rather  than t o  any agreed  deliberate 
div.ïs.ion of. foreign markets among the COMECON partners. 

201.. Over recent  years  the  East European countries  have 
rensaer ted  their  own net.Zona1 economic in t e re s t  i n  the context 
of the. i r  economic relat . ions with developing  areas of the  
nom-(?ommunist world.  Less-developed countries  could be 
regarded 2s al ternat ive  somces of supply f o r  various raw 
matertals which East Europecn countries a t  present import f r o m  
the USSR.' !I!hus, trade with developing  countries  could be 
considered by COMl3COM countries as a means of reducing 
somewhat their  economic  dependency on the  Soviet Union. 
However, from the  figures ava i lab le( l ) ,  it appears that, since 
1960, o n l y  Rumania and Bulgarfa have expanded t h e i r   t r a d e  with 
developing  countries moka rapidly than the i r   overa l l   t rade . .  
In Srct ,  Czechoslovakic, which has always played a leading 
rble i n  this par t icu lar  f.ield, has  since 1960 somewhat reduced 
the  shsre  of  i ts t rade  with the  non-Communist developing 
cowtrfes .  The developing  countries  could  offer  an  interesttng 
out le t  for various East Ahropean  manufactured  and capi ta l  goods, 
but the circumstances for se l l ing   the i r   p roducts  t o  Eastern 
m o p e  hcve not  been per-kicularly  favourable, and the East 
Iihropeaa countries are generally  not  in a posit ion t o  pern i t  
developing ones t o  accumulate  considerable  outstanding  trade 
debts whose repayment possibilities might be  uncertain. 

202, Since  the invaS.ion of  Czechoslovakia, it seems that 
the  Sov.;tet Union has tightened i t s  con t ro l  over  trade 
developnent with the  developing areas outside  the Comunis t  
cmp. 3'02 instance,  there .is some evidence tha t  the 
November 1968 commercicl negotiations between Czechoslovakia 
cnd Iran f o r  the delivery of  crude  petrolew  against  the 
supply 09 Czechoslovak  .investment goods t o  a t o t a l  o f  
$200 million had t o  be  epproved by the  Soviet Union, 
Nevertheless,  provided thct such re la t ions  grow gradually and 
do not  &ter  fundamentclly -the economic dependence of  COMECON 
oourmtries on the Soviet Union (par t icu lar ly  i n  te rns  of  exports 

. . . .  . . . .  

(1) See  paragraph  162 
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of equfpment  required  by the USSR) it  is  in  the  interest  of 
the  Soviet  Union  that  East  European  countries,  drawing  on 
their long standing  experience  in  foreign  trade  matters, 
expand  their  economic  relakions  with  developing  areas  at  the 
expense of Western  countries,  Over  recent  years,  the USSR 
has  repeatedly  insisted  that  East  European  countries  should 
invest in '  the  development of the  Soviet Union!s  natural 
resources,  especially of the  raw  materials  which  are  exported 
to the European  COMECON  partners.  The  Soviet  Union  is 
probably less  interested  .in  exporting such materials,  as a 
means of controlling  these  countries  economically,  than in 
main-baining  its  imports  from  East  European  countries. 

20'3, The  East European countries  can,  nevertheless,  be 
regarded as having a certain  amount of autonomy, i.e. 
entitled %O take  relatively  independent  decisions  regardtng 
the.ir  foreign  trade  with  developing  countries, so long as the 
geographical  pattern  set  egreed  with  the  Soviet  Union  is 
matntained, As a consequence,  these  countries  have  in  their 
aid  and  trade  relations t.rith developing  countries  attached 
more  significance  to  economic  considerations  than  to  prestige 
motivations  which  play a,n important  r81e  in  similar  Sovtet 
trade.  !Chis was  reflected, for instance,  in  the  terms 
attached to t'neir credit  commitments  (higher  interest  rates, 
shorter  maturity  periods)  until  the  time  when  these  were 
brought in line  with  SovSet  practice,  Another  consequence 
has been  the  wider  geographical  dissemination of their  trade 
relations  over a larger  range of countries, and the 
relatively  greater  diversity  of  goods  imported  from  developing 
area[3 according  to  their  needs. It would  seem  that if 
.industrialised  countries  such  as  Czechoslovakia,  Poland and 
Hungary  felt  free  to  do so, they  could  significantly  increase 
their  exports of capite1 znd manufactured  goods  to  developing 
countries  and  import from them  surplus  commodities  and  raw 
materials,.  Their  econom3.c  structure is clearly  more 
complementary  to  that of thé less-developed  countries  than  that 
OP the  Soviet  Union. IL .is, therefore,  difficult  to  explain 
.in  merely  economic  terns the fact  that  the  share  of  their 
trade  with  developing cowtries is  smaller  than  the  Soviet 
share. 

Commmist m 204. Coplmunist  China,. Among  the  Communist  countries, 

efa are  the  most  clearly  dtstinct  from  those of trade:  in  the 
former'case,  political  considerations  are  decisive,  in  the 
latter,  economic  interests  prevail.  The  stage  of 
.inaustr,ialisation  reached  by  China  does  not  allow  this  country 
to  compete  with the  developed  countries  in  deliveries  of 
capital  goods for economic  development  purposes.  The  Chinese 
denounce  both  Soviet  and  Western aid and  trade  alike, as means 
used by .industrialised  countries  to  exploit  the  more  backward 
n&t.îons, In fact, Communist China  needs  precisely  the  kind 09 
oommodi-i;fes and equipment  which the other,  non-Communist , 
developing  countries  require  and  has,  in  turn,  little  to  offer 
them  that  the  less-developgd  countries  could  not  find in othc? 
developing  areas  (textiles,  food  products,  light  manufacturee), 

. "4 na  is  the  one  where  the  motivations of economic 
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205. Since  the  interruption of Soviet economic a id  
deliveries,   trade betweerm'the USSIi and Communist China has 
rap.îdly declined and came by  1967, t o  a v i r tua l   s t ands t i l l (1 ) .  
Co.munist China consequenby  sought i n   t he  East European 
cornCrtes and In  the West alternate  sources o f  supply f o r  
equipment  and technology  denied by the  Soviet Union, but 
China needs to  earn  hard  currencies t o  buy Western capi ta l  
goods. Obviously, t rade with Hong Kong plays  the  decisive 
r81e as a convertible  currency  earner,  but  Chinese  exports t o  
such  countries as Singepore, Malaysia, Kuwait might 
conceivably  contribute -to th i s  end.  Even dur ing   c r i t i ca l  
yearsg Chjlna kept up i ts  -brade re la t ions  with Asian and African 
countries which provide some essent ia l  commodities: rubber 
from Ceylon - phosphates from Morocco, and turned towards 
Argentina f o r  par t  of its grain imports t o  overcome temporary 
food shor-bages. The need f o r  such  imports has sometimes 
promoted  Ebddftional tre,de re la t ions  with th i rd  countries, as 
in   the   typ ica l   case  of  tr-izngular  trade whereby China has been 
buying Burmese r i c e  with which it pays i t s  rubber imports  from 
Ceylon. ' O  

206. Apart from this need for a few basic commodities, 
trade \&th developing  countries  obviously plays a less 
.important r b l e  i n  Chinese  foreign trade than that with 
indus'brialised  countries. But, on the  whole, the inward looking 
tendency which i s  typicGI. f o r  a l l  Communist countries i s  even 
more evident i n  the  Chinese example than  in   the  Soviet  Union, 
Its polit.ically  motivated  exports on easy  credi t  terms of 
cszpftal goods t o  developing  countries,  though small i n  s i z e  
and value,  constitute i: cos-bly type of propaganda,  given t h e .  
.internal-  needs of the  country. They may, however, by merely 
challenging  Soviet a id  e f for t s ,   exer t  an influence on the 
volume of' del iver ies  by the other Communist countries  in some 
Africzn  countries where the competition f o r  influence is  
part.fculmly  acute. 

. m  (b) The r81e o f  C o s m i s t  trade from the  point of view 
of the develop:$.eng. countries 

207, Prom the  point of view o f  the developing  couutries, 
Communist trade,  apart from the  economic advantages  resulting 
from the   poss ib i l i t y  of f.indfng  occasional  markets f o r  i t s  
surplus   t radi t ional  commodities that  could  find no other 
buyers, has also offered opportunities t o  nations t o  a s se r t  
.independence vis-a-vis   their   t radi t ional  Western trading 
partners, It can, however, be assumed that ,  on the  whole, the 
less-developed  countries would prefer  t o  buy products  in  the 
industr$a19sed  Western  countries i f  they  could pay f o r  them 

. ~"~ ~~ 

(1) Sino-Soviet t rade,   sccording  to   Soviet   t rade  s ta t is t ics ,  
~ ~" ~.~ ". " 

f e l l  from 1,849 million  roubles  (Soviet  exports: 859 million; 
Soviet imports: 990 mil l ion)   in  1959 t o  96 million  rotlbles 
.in  1967  and 86 mill ion  roubles  in 1968  (Soviet  exports: 
53 million;  Soviet . inPorts :  33 mill ion)  
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with their   exports.  Mc1ays.I.a and Rhodesia a re  examples o f  
thlis atttb-bbde, Communist piwchases of crude na tura l  Tubber, 
f n  t he  one case, and copper, in the  other,  were paid f o r  i n  
herd  currencies and di& not l ead  t o  corresponding Malaysian 
and Rhodesian imports  of  Gom~mist  products, It is also 
well known t h a t  various less-developed  nations have occasionally 
t r ied ,  a l b e i t  wPthout Euccess, t o  obtain  convertible  currencies 
Sn payment of  their   exports  t o  Communist countries. 

208: The  volume o f  exports from developing  countries 
dest.ined Lo Connunist  cotm-tries  has  generally  been t o o  small 

exert  8 serious  influcmco on the w o r l d  market  pr9ces or" 
?;'hese products,  Indeed, ?he r e l a t i v e  improvement in   t he  terms 
o f  t rade .in fzvour of  the  developing  countries  noted  during 
recent  years  resulted mcfnly from the  growing demand f o r  
basic mrter ia ls  i n  the   in8us t r fa l i sed  Western co .n t r i e s ,  
&ports t o  Communist com-t-riea hardly contributed t o  this 
developmenta Communist buyers tend t o  play a pasaive  r6le i n  
the se-i;t;ing of  the pr ice  level  of such goods since  they can 0 o n l y  r e l y  on the prevail5xg world market pr ices   as   indicators  
of  the r e l a t i v e  value o f  the exchanged products(l), 

(c)  Characterfstics of  Co.mu.nLst trade 

209. State-controlled trade, The set-up of  s ta te -  
con-kroiled trade, w h o T % > ? m s e d  organs are   deal ing 011 the  
accoun-i; of t he  global  needs o f  a country, a c t h g  as a s i r g l e  
pmchcsing unit, favours  the  conclusion of  grotlped large scale 
dezls such QS the  purcheso of the   to ta l   surp luses  of 5t crop 
o r  raw naLeriaP(2) In E given country. Sales by developing 
countries t o  Western ones 8re  generally made through a large 
nuruber o f  competing  buyers whose individual  purchases aze 
limited. a i d  thus  less  frnarcssive  than  the Communist deals, 
The orgmizational  struc%xce of  Communist foreign  trade and 
the  hiercrchy o f  s t a t e  officials working i n  this f i e l d  allow 
the governments t o  uee  trade as a t o o l  f o r  the i r   overa l l  
foreign poll,cy whenever they  s o  wish. Communist countries, and 
the USSE fa particular,   wve  indeed  stepped i n  on several  

, occc.sj.ons t o  make s igni f lcznt  deals with developing  countries 
which n e t  with d i f f i c u l t i e s  i n  marketing  their  primary 
proc3.tzc-1;s. 

(1) See paragra,phs 23-6 a d  following 
(2) More 'than 60% of t o t c l  annual Egyptian cotton exports were 

curreiltly  sbsorbei? by the USSR and East European countries 
&%ring the first half o f  the 60s- Sfmtlarly, roughly 25% 
or" Burmese r i c e  exports went t o  the USSR and 2C$ t o  other 
Comun€st  countries,  During  several  years, 20$ of t'ne 
ann~zal cocoa  crop 02 Ghana was purchased by the USSR. Over 
half of Yemeni coffee  exports  are  currently s o l d  t o  t he  
Soviet Unfon, The recent  purchase of  5 million hec to l i t r e s  
of  KLgerSsn wine - about three-quarters of Algeria's 
c u r e n t  annual output - are of the same vein 
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210, Bilateral barber-  deals, Communist countries  have 
shown a marked preference S r T b t e r a l   b a r t e r   d e a l s  i n  t h e i r  
t rade  re la t ions-  with developing  countries,  Their  convertible 
currency and go ld  reserves are not  very  large(1) and a r e  used 
almost exclusively f o r  paying v i t a l   c a p i t a l  goods imported 
from the  industrialised  Uestern  countries.  Developing 
countries on t h e i r  part suffer from the same chronic  shortages 
of  hard currency. This makes it d i f f i c u l t  t o  set t le   balances 
which ar ise  i n  the  course of th i s  trade, neither  side  being 
wil l iag t o  allocate  scarce  convertible  currency, !'Che system 
OP imports being  paid for by exports  to  the  other  partner 
denies  the  exporting  country freedom t o  choose among suppliers, 
&en within COMECON, Commlanist currencies  are  not  convertible,  
so  that  Polish  zlotys  eamed by a developing  country  -cannot 'be 
used t o  purchase, say,  Czechoslovak  products. This problem 
has preocmpied  the COPiZCOPi countries f o r  a long time and was 
brought oace more in to  the limelight i n  the  ear ly  months of 
1970, So far ,  hQwever, no sa t i s fac tory  answer  could 
apparently be given t o  this question,  largely as a r e s u l t  of  
the  contradictory  interests  involved. ' Q  

211. Within the 
frameworlt: :orecast the 
.imports  required t o  meet- the  f ixed.  targets and a l loca te  
Tesources t o  meet their   export  commitments. The system 
requtres for long periods .fn advance detailed specif icat ion of 
sources OS supply, volume  and value of products t o  be  imported, 
hence the  Communist preference for long-term t rade  and payment 
agreements, This pract,ice  meets, t o  some extent, the 
requirements o f  the  develap.ing  countries which have  generally 
the.Zr ora1 economic development planning and sometimes 
governmen-bal bodies f o r  foreign trade. Such trade agreements 
used to be made f o r  one year and were normally  renewable,  but 
the '  Cammmlfst countries  hcve  sought t o  extend  the  duration t o  
two, three o r  f ive years,  Since 1954, more than 200 agreements 
hcve been  concluded with developing  countries, and the bulk o f  
Communist t rade  is carrSea  out  within this framework,.  They 
often are completed with parnent  agreements and other a colla-beral  pacts  providing f o r  swing c red i t s  and additional 
clearing agreements, 

212. I n  most cases,  such  agreements are merely- 
declarctions of  intent;  they  provide a framework f o r  t rade but 
do not  araount t o  formal commitments. Experiences show that 
the quotas proposed a r e  soldom achieved,  Subsequent 
negotiations as regards -the ac tua l  goods and the precise 
a,ua,n%ities t o  be delivered are necessary.  Nevertheless,  these 
trade agreements a r e  explo.i"cd f o r  propaganda  purposes, both 
when the   . in i t ia l   pac t  and the yearly  protocols  are  signed, e n d  
they also justify  the  post . ing of  t rade commissions in   var ious 
developisg areas. East Geimany and Communist China, i n   t h e i r  
que& for o f f i c i a l  recoEJ;r?i.tSon, have  often  used  trade 
agrcemen'bs as much for t he i r  p o l i t i c a l  as f o r  the i r  commercial 
value, 

(1) 1x1 case of the SovSet Union, estimates  range from 
~~ -~ 

$1.5 b i l l i o n  t o  $2 b i l l i o n  
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(d) The *Qual i ty* 2Toblem 

213, During recent years,  the  technological lead o f  the 
" 

Western industr ia l ised  comtr ies   over   the  East  European 
cowtr tes   in   genera l  and the USSR i n  particular  has been 
increasing, This technological gap, which is noticeable  in 
all. sectom of civil ian  production, i s  par t icu lar ly  marked as 
regards  manufactured goofisc. The Communist economic  system is 
mainly  oriented towards quantitative  production and in fe r io r  
quali ty h s  often been quoted as an  obstacle t o  t rade 
expas ion  between East aacl Vest. Some  West European countries, 
.in order G 8  f u l f i l  their  quotss, have occasionally  imported 
mm-ufactured  goods from Communist countries .which .were not 
sut ted t o  the   in te rna l  market, These goods were re-exported  to 
developing  nations, where they compete with d i rec t  imports 
from %he Communist countries concernedo 

214. Soviet e which 
const i tutes   the b R 
countries by the USSR, gsnerally  enjoys a reputation-for 
ru.ggedne$s, Less  sophis-klcated  than  comparable  Western 
profluc-bs, cap i ta l  good-s Prom Communist countries  require  less 
de l ics te  handlfng and mcintenance,  Soviet equipment  can stand 
E! cer ta in  mount of  rough  usage by personnel  lacking the 
required s k i l l  f o r  precise  technical  operating of the  
mechinery and whose overal l  trajining is st i l l  rudimentary, 
To some extent,  the Communist countries have  been able t o  
demlve sorae benefit  from t h e i r  relative  technological backwardness 
.in their relations with countries where cheap labour  has no 
.industrial  tradition.  Soviet  advantage  over  the West i n  this 
respect was demonstrated 211 the  case OP the  Indian  steelmills,  
where the much more simple Soviet plant  was put i n t o  operation 
with less   t rouble   than %he "cchnically highly advanced s teel-  
m i l l  s e t  up with West Geman assistance,  It may be recal led 
.€n this connection that ct-kempts  have  been made i n  Western 
ind.ustr,ialised  countries $8 organize  sales t o  developing 
countries of i ndus t r i a l  equipment whfch had become obsolete 
fur the a6vanced countries but which could a t i l l  be considered 
economically va l id  in comtrries where thel.la'n.our. .cos&s were 
low. These sttempts heve apparently met with l i t t l e  success; 
t r a m p o r t  costs have  been high and the  developing  countries 
have  teaded, f o r  prest ige masons, t o  consider second-hand 
eqniprneei as unworthy, Sov.Pet equipment might be o f  no be t t e r  
cpaU.ty9 but a t   l e a s t  it i s  new and the  best  that the  Soviets 
c m  offer.  On the  other hadd, Soviet equipment has  occasionally 
prove6 unsuitable  under '   the  climatic  conditions  prevail ing  in 
the  .importing countries,   repairs have  taken  longer, as the 
delivery OP spare par t s  fzom the  Soviet Union has not been 
part .fcularly fas t . .  The l ~ . c k  o f  a f t e r  sales services   const i tutes  
=nother major handicap t o  Comunist   sales promotion. 

I 
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215, Generally  speaking, t he re  are no complaints as t o  
the qual i ty  of  the  supplies of gaw na te r f a l  from Communist 
countries.  There is one .important  except% t o  this general 
appreciation:'  Soviet  crude o i l ,  which contains a high 
percentage of  sulphur,   ccn  create  troubles  unless  treated  in 
refineries  specially  adapted t o  this  type of  raw material. 
The high degree of waste and impuri t ies   in  bulky agr icu l tura l  
products m d  mineral r w  mc-terials delivered by Communist 
countries has occasioncl1;y  been  noted. 

216. rChe developing  countries  are  well aware of the 
conaiderable  advantages  offered by Western  products as far  as 
qucl%ty .is concerned, From time t o  time,  complafnts were 
reported about del iver ies  OP Communist exports"(faulty 
pecking of cement delivered  during the monsoon, Irregular 
shipments of coking and g m  coal, high maintenance costs of  
c.tvi19zn  Gircroft, timber de l iver ies   no t   in  accordance with 
specff icr l ions) ,  On the whole,  however, the  performance o f  
Communist countries  as -izzCing partners has not  been 
considered  unsatisfactory by the  developing  nations, 

(e> !The SPr icea  Problem 
" 

217.. Pr ices   in  Comm1is-t countries,   result ing from 
arbitrcry  decisions  taken 2% government leve l ,  do not 
necessar i ly   ref lect   reel   product ion costs o r  factors  such as 
relakive wxmcity of supply o r  i n t ens i ty  of  demand,  Hence 
the Cornatmist negot ia tors   canot   use their  own prices t o  
cclculcte  the r e l a t i v e  m3vci?tages of  the exchange of  goods 
enviscged, It is  a welX4xown paradox that ,  even in   t rade '  
moug COICECON pcrtners, the  prevail ing pr ices  on the 
* c e ~ i L a l S s L v  world  market are used as  a s ta r t ing   po in t  f o r  
negot9a2iions,  Similarly, e r  buying from developing  countries, 
the Cornmist  negotiators  generally  use  fictitious  prl.ces 
which are supposed t o  correspond t o  t he  1960-1964 world 
average of market pr ices  09 the commodities i n  question, 
They claim that these tstsblsg prices,   freed from the 
specul&t.ive  fluctuations which a r e  a feature o f  the f r e e  
m w k e - b ,  provide the develop.ing  countries with steady and 
rel iable   earnings 

218. This r l leged slr?b.€lity is advantageous t o  the 
develop.tng  countries o n l y  where fluctuations  cause  their  terms 
of trade t o  deteriorate,  as was indeed €he case up t o  1964* 
The average  price o f  prtmrry  producers'  exports,  after  rising 
sonerrhnt  between 1964 a d  1966, dropped by 1% i n  1967, but 
recovered i n  1968, improv.€ng the   t e rns  of  trade of developing 
countries (l). This overall  tendency  obviously  conceals 
divergent  trends  in  the  prices of particular commodities. 

(1) See paragraph 147 
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Rubber pr ices ,  af ter  a sharp drop i n  1967, recovered i n  1968. 
CotLon prices,  on the contrary, rose r a p i d l y  during  the 
1967/68 cmpaign,  but dropped by 1% i n  1968. Metal prices,  
which rose 20% i n  1966,  dropped by 7% i n  1967,  and, apart  
from a short-lived  izlcrezse  in copper prices a t  the  end of 
the  year,  contfaued %O d ~ 5 f - t  downward i n  1968, Pr ices  o f  
foodstuffs  rose  during 1967* but  declined  again  in 1968, It 
is d i f f i c u l t  t o  forecast   these  f luctuations,   but,  admittedly, 
the long-term prospects cre rather  discouraging for the 
developting countries , 

219, Comuunist propqpnda  often argues thz t  Western 
$ndus%rialised  countries m e  exploiting  the  economically 
wezker ' l ibera ted   countz ies*( l )  by ra i s ing  the pr ices  of t h e i r  
OVTA mcnufcctured  products  while  paying l e s s  f o r  the primary 
com,modi-i;ies bodght i n  developing  countries, If this  were 
indeed  the  ca$e, by adopting t hese   p r i ces   i n   t he i r  own 
commerc.lKL dealings,  the Communist countries would simply be 
perpehsking, t o  t h e i r  cdvcntage, the exploitation  they 

hinder the  basic  r81e of  the market pr ice  mechanism i n  which 
pr, ice  f luctuations  serves  as an indicator  of t he   p ro f i t ab i l i t y  
of production,  In  develop.ing  countries-,  fixed  prices can 
eas i ly   c rea te   the   i l lus ion  that there  is no urgency i n  
dtvers i f r ing production snd modernising  the economy. Although 
the Co.mmf.st countries  argue that the developing  nations need 
t o  overcome excessive  specialisation on certain  basic  products 
inhecïtx?d from their  colonial  past,  they do not   hesi ta te  t o  
use this legacy in   o rder  t o  ob ta in  raw ma te r i a l s   a t  world 
market pr tces  while keeping their  internal  markets  insulated 
from p r i ces   u t i ï i s ed  in t h e i r  forefgn trade. 

- condemn, Furthermore, by promoting pr ice   in f lex ib i l i ty ,   they  

220, Prac t ica l ly  st11 t rade  agreements  signed  by 
Conmunist countr ies   s t ipulate  that  the  prices f o r  goods t o  be 
exchanged are  t o  be f ixed  on the  basis o f  world market pr ices ,  
avld the five-year  agreements  generally  provide f o r  annual 
negotiations t o  determine  the  price  levels t o  be  applied. 
Thus, in   p rac t ice ,   the   so-ca l led   ' s tab i l i ty '  of  pr ices  is more 
apparent  than  r.eal, and .is reviewed  each  year, The f a c t  that,. 
by a d  large, the  qual i ty  of Communist products does not 
correspond t o  that o f  comparable  Western goods complicates 
"ce problem of valuing %ha a t  world prices, This is not  the 
case or" the  primary  export commodities of developing 
comtr ies  which a2e albo on sa l e   i n   o the r  parts of the world. 
The developing  country,  act.ing as buyer, is faced with the 
task of evaluating  the  price of  sophisticated Communist 
equipment f o r  which ccmpccigon with s imilar  goods from other 
sources .is not always eEsx, 

(1) Cornmist  terminology  $refers  to  use this term rather  than 
*developing  countrtest, although t h e   l a t t e r -  wording has 
recently been gaining some re spec tab i l t t y   i n  Communist 
publications 

. O  

. .  
Pif" . " 
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221, I n   t h e i r  competSt.ion with the   indus t r ia l i sed  Western 
nations,  the Communist oouiztries, when enter ing  cer ta in  new 
markets,  have  occasionally  taken  advantage of t he i r   a rb i t r a ry  
pr ioe  f ixing system t o  sell. at pr ices  below those of-Western 
oomtr tes .  The problems met by the West i n  competing with the 
%ast on %he markets o f  developing  countries have  been 
analysed in the  OECD. Mth the  exception of a few cases (i.a. 
e l e c t r i c   l i g h t  bulbs and lighting  appliances i n  Ghana and 
S ~ u d i  &abta) this form of  competition  does  not seem, however, 
t o  have hampered ser iously Western exports.. 

222. In t rade with Communist countries,   prices as such. 
play only a r81e t o  the extent   that  imports are  not  balanced 
by equivalent  exports. Trade agreements  provide  generally f o r  
t he   s e t t l i ng  of  clearing  accounts  in  ei ther  roubles o r  the 
national  currencies of the  t rading  par tners ,   the   actual  
exchange'rates of which are not always  easy t o  determine. In  
addit.Son, they  occasionally mention the  a l ternat ive  solut ion 
09 s e t t l i n g  i n  a mutually  agreeable  currency, which-may make 
i t  posa.ib3.e f o r  the Communist country  that  builds up a c red i t  
i n  .its trade  balance  to ask f o r  payment i n  US d o l l a r s ,  Q: s te r l ing ,  
o r  Swiss francs. However, th i s  l a t t e r   so lu t ion   has  seldom been 
sppliea, although  the  inclusion of such a clause  in   t rade 
agreements provides  the Communist country with a poten t ia l  
means of pressure on developing  nations  buying Communist 
products. 

* O  

223.. In   t he  Communia% concept,  prices  are mainly accounting 
units allowing t o  add up different  kinds o f  gcods.. . As most of 
the tr&de between Communist and developing cowt r i ea  is  
barter  balances  are small and pr ices ,  tllerefore, have  only 
lim.ite!l  .importance. The Communist countries, when act ing as 
buyers,  oould of fe r   f ic t t t ious ly   h igher   p r ices  and  compensate 
the.ir  apparent l o s s  by se l l i ng   t he i r   p roduc t s   a t   s imi l a r ly  
Snflated  pr ices( l ) ,  Developing  countries  that  export  large 
quantit3es of t h e i r  gooas a r e   i n  a weak bargaining pos i t i on  
when negot.iating  the  prices of the  Comunist commodities t o  be 

accoua-iis. It must, however, be  noted  that the system works 
both W I ~ S .  The Russians have had t o  use some complicated 
a r t i f tc ia l   expedients  t o  maintain  their   trade with India   in  
some kind o f  balance. Early i n  1968 they  agreed t o  buy over 
the  néxt  seven  years  about 40,000 railway wagons b u i l t  i n  
Indtc4* whose s u i t a b i l i t y  t o  Soviet  conditions and climate is 
doubtful, 

. 0 delivered f o r  s e t t l i n g  their  credit   in  the  annual  clearing 

" 

(1) It has been  argued by Western spec ia l i s t s  that t h i s  
- 

procedure helps t o  i n f l a t e   a r t i f i c i a l l y  the s i ze  o f  intrz-- 
Commwist trade i n   r e l a t i o n  t o  t rade with the 
non-Communist world 
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E; ASSESSMEMT AND LONGER T3RM PROJECTIONS OF CO-IST TRADE 

( a )  Assessment 

224, The Communist t rade  dr ive was launched a t  a time 
.. 

(1954-1958) when the  Cornmist   countrfes  consti tuted a 
monolithic  bloc  under the undisputed  leadership of the  Soviet 
Union,  Economic progress in the  USSR over the past decade 
had been  impressive.  Deterred from using  mili tary  aggression 
t o  reach  their   goal by the  NATO determination t o  defend the 
t e r r i t o r i a l   i n t e g r i t y  of  i t s  members, the   Sovie t   o f f ic ia l  
spokesmen resorted t o  rpesjccful  coexistence? as an ind i r ec t  
means of  achieving world leadership,  Within this context, 
trade  and'aid were to   be 'used as non-milltary weapons t o  
penetrate,  influence and, ultimately, win over the developing 
countries  outside  the NATO protected  area. The growing 
.importance of  the Third Ws~ld i n  t h i s  s t ra tegy was. fu r the r  
enhanced by the CommuniSt conviction that the  decolonisation 
process  once  initiated would be i r revers ib le  and would 
prec ip i ta te  the i n d u a t r h k e d  Western world into  the major 
economic cr is is   long  predicted by Communists. Fast development 
of  Comrnunist t rade with developing  nations,  sustained by a id  
offers ,  was expected t o  hcsten this process by depriving 
Wes-kern countries of the t r   t rad i t iona l   sources  of  supply of 
essent.ia1 raw materials a d  primary  commodities, and o f  an 
importrnt part of  their  markets. Economic progress   in   the 
Comuvlist countries wo~CJ.0 be  used as the demonstration of  the 
effiaiency'of the Communi,st economic system presented as the 
sole model, t o  be  copied by developtag  nations, o f  a short cut 
to   prosperi ty ,  

' a  

225. To the  newly fndependent  nations, Communist t rade 
was presented as a means o f  rapidly  achieving economic 
independence from the  ex-colonial powers. The capacity of  most 
of the  developing  countries  to  earn  the hard currency  needed 
for the.3.r i ndus t r i a l i s z t ion   l a rge ly  depended on their   export  
of  a few primary and agricutltural  products f o r  which ou t l e t s  
were l imited by the  lack o f  e l a s t i c i t y  of demand i n   t h e  
industrial .   countries,   Celling  attention t o  the steady 
deterioration o f  the terns of  trade of the  developing  countries 
in their dealings with the i ndus t r i a l i s ed  Western world, the  
Communist countries seemed able t o  offer:  

- e  

..I new, vas t  and  expanding, s table  and  remunerative 

LI a l te rna t ive  souscces of  supply of i ndus t r i a l  

ou t l e t s  f o r  their  surplus primary products; 

equipment  and cohplete  plants t o  be  delivered on 
long-term credi t ,  with low in t e re s t  rates, repayable 
.in local curremtes  (1). 

(l.) See GATT report on Ïn te rns t iona l  Trade  195?/1958 
- -. - . - ~ ~" " 
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226,-l lf ter more than c decade of  widely  publicised 
economic a c t i v i t i e s  o f  the Communist countries  In the 
developing  areas,  the glmour of novelty has worn off.  
Developing nations have rap.idly r e a l b e d  that i f  Communist 
o f fe rs  could oscasionally  strengthen  their  bargaining 
position  .in  order t o  obtzin some concessions from the West, 
t h i s . s i t w t i o n   h a s  its drawbacks as the   r$ le  of  Communist 
trade remrins marginal.911 oomparison t o  the much la rger   o f fe r  

thct diverted f o r  a period of  time rather large  shares of  
the. i r   t radi t ional   exports  t o  Communist countries met with 
dfff icul t . fes  when they a-ttempted t o  re-enter  the  markets o f  
the. i r  former f r e e  world c l ien ts .  

demznd of  the  industr , ia l ised West, Developing countries 

227, In   the  ear ly   years  o f  the Communist economic 
îoffensivet,   trade between developing and  Communist countries 
expanded more rap id ly  than   to ta l   t rade  o f  the  developing 
countries.  Since  the 19609,  however, the   e f fec t  o f  acceleration 
o f  economic growth i n  the Vest,  coupled with the  deceleration 
.in Communist countries, was tha t  Communist t rade with 
developing  countries d id  no" develop much nore r ap id ly  than 
similzr Western trade,  Given the   s ize  of  the  countries 
belonging t o  the Communist c a p ,  which accounts f o r  nearly 
one-third of world populction, the share of the  developing 
countries*  trade  absorbed by the  Communist world, 15  years 
a f t e r  %hey started t h e i r  -Lrn,.de offensive, must seem disappointing 
t o  +he developing  nations compared with the expectations 
aroused by the CommuniaJc announcements. In   f ac t ,  both the 
Soviet Union and Comnunist China remain bas ica l ly  inward- 
1ookS.ng. They hcve the. i r  own less-developed  areas which they 
seek t o  develop and indus t r i a l i s e  and whose output  occasionally 
competes w'ith t h a t  o f  d-eveloping countries (raw materials,  
metal ores sugcr,  tea, oo'l;ton, r ice ,  etc..),. A s  the  share of  
the Communbt countries .in t o t a l  t rade of  developing  areas i n  
L968 w m  s t i l l  extremely  dodest(l),  there  obviously  remains 
large  scope f o r  expansion,  but  recent  experience has shown that 
the speed of th i s  growth does not  necessarily exceed that o f  

" a  

. 0 Western trade,  

228, Some developing  countries  (such  as  Algeria, 
Afghanistan,  Brazil, India, Morocco) may have gained  the 
iapressfon  over  the  las% few years  that  most COMBCON countries 
offeil f a i r l y   s t a b l e  an& even expanding out le t s  f o r  the i r  
aCp0r-t products, This does not, however, apply t o  Communist 
China, as the  cultural.  revolution  gathered momentum, foreign 
trade  suffered,  including  Imports from developing c o u ~ t r i e s ,  
The a l l e g e d   f s t a b i l i t y f  of Communist markets  proved 
disappoanting t o  a la rge  number o f  developing  countries, Por 
.instance: 

Nigerian  exports  to Communist countries as a whole 
i n  1966 dropped by 5776 compared t o  1965; 

"-I--" i- 

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

... the  value o f  S.$nhalese  exports t o  Communist countries 
was reduced by 267: i n  1967 compared t o  1966; 

- Argent ina ' s   expork   fe l l  by  70% between 1966 and 
1967; 

- Mexican exports .in 1966 were 69% below t h e i r  1965 
leve l ;  

- Uruguay exporta i n  1965  dropped by 53% as compared 
t o  the preceding  year(1). 

229, I n  Western prac-:ice, export-import trade is conducted 
through a wide varfety of .individual fi.rms. The overal l  
economic performance is obv,iousIy  the main determining  factor 

* 02 of fe r  and demand, but the mul t ip l ic i ty  o f  buyers  and se l l e r s ,  
acting  .independently,  tends to   mi t iga te  somewhat short-term 
fluctuations. Communis% foreign  trade,  on the contrary,  being 
central ly  determined by government decisions,  influenced by 
polit ical   consfderations,   oonsists of massive transactions,  
and thus resul ts   occasional ly  i n  wild fluctuations.  Clear-cut 
and f.im long-term commitments t o  purchase  certain goods a r e  
seldom .included i n  Commuais% t rade  agreements. 

230. Finally,  Commwnist trade  negotiators have  proved 
just as eager  to, and as capable o f ,  defending their  
commercial i n t e r e s t s  as their Western colleagues, and exports 
t o  Communist countries  appeared t o  be no  more remunerative 
than those t o  the   indus t r ia l  West.  The benefits  o f  b i la teral  
barter deals were o f t en   d i f f i cu l t  t o  evaluate,   but  their  
1tmi.i;ations were d i r e c t l y   f e l t  by the  developing  nations. 
Even i f  Communist countries  occasionally  offered  temporary 
r e l i e f  t o  countries caught with otherwise  unsaleable  surpluses, 
cases  hzve  been  reported where Communist countries  have 
purchased more than  they were ready , to  absorb in te rna l ly  and 
resold  par t  of  the i r - impor ts  from developing  countries on f r e e  
world  markets (Cuban sugar, Egyptian  cotton, Ghanaian cocoa, 
South American coffee), 

a 

231, By the end of  %he 1960s, t rade with Communist 
countries, st211 r e l a t i v e l y  small i n   s i z e  and quite  out of 
proportion with the  expec-kations raised, showing l i t t l e   s i g n  
OP rcp.id improvement, occeaimally  subject  t o  ups and downs 
from pear t o  year,  based  mainly on s t r i c t   b i l a t e r a l   b a r t e r  
dezls, appeared t o  the  developing  nations t o  be n o t  much more 
a t t r ac t ive   t han   t r ad i t i ona l   t r ade   r e l a t ions  with t h e   r e s t  of  
the world, The schism  between China and the  Soviet Union, 

(1) For absolute  figures,  see  Table XII a t  h n e x  
. e  - 
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grovdng asser t ion  o f  the   na t iona l   in te res t s  of  countries 
belonging t o  COMECON, the  .invasion of  Czechoslovakia, the 
slowing dorm of economic growth i n  Communist countries, have 
a l l  blurred the  image of a Communist economic system 
presented  as a unique model for economic development. 
Dlsoussfoos  about econornfc reforms i n   t h e  Communist world 
must'have  been viewed by developing  nations  as an indication 
- k h a t ,  since improvements are  required,  the system is not a t  
present working as it should. In fact,  developing  countries 
a r e  a t  present  faced w i t h  a wide var ie ty  of Communist *modelsE 
f o r  develbpment t o  be cop.ied: Cuban, Chinese,  Russian, 
Hungar . iq  and  have come t o  r e a l i s e  that, t o  so lve   the l r  own 
ecoaomic problems, they éannot r e l y  on a single,   universally 
val id   blueprint ,  Indeed, t he  Chinese  and the  Soviets  are 
engaged . in   bi t ter   compet i t ion t o  win the  favour of  the 
developing  countries, end %he l a t t e r  have  thus an i n t e r e s t   i n  
thia antagonism, 

- e  (b) Longer Tern QoAections i 

232, There is nothing t o  prevent a central ly   directed 
economy of  the Soviet type f r o m  planning  increased  trade with 
develop.ing countries. However, the  central  planners must 
view foreign  trade with non-planned  economies as  a 
complica-king factor:  they can pro jec t   the i r  import  needs, but 
mey f.ind it d i f f i c u l t   t o  determine i n  advance the volume o f  
exporta  necessary t o  pcy' for  these  imports, The Soviet Union 
hea occesionally  taken aCvanta$e o f  internat ional  forums t o  
a m o w c e ' i t s   i n t e n t i o n s  as regards  future imports, For 
fnstakce, a t  the ulN%TAD meeting,  the USSR mentioned that it 
might, during  the decad-e 1970-1980, increase  over  four  times 
i ts  prescrit impmts o f  c i t r u s  f rui t ,  t reb le  those o f  cocox 
beam, coconut o i l ,  palm o i l  and other  fa ts ,  double i t s  
purchmes of coffee. The Soviet Union indicated that it would 
&Lso increase i t s  imports of: cotton  f ibre,  wool, tea ,  
ban an^^ pineapples,  sp,ices some mining products and raw 
materiais f o r  the chemical  industry. It st ressed i t s  
intentdon to  increase  purchases o f  manufactured goods and semi- 
finished  products  in repcyment of  drawn credi ts .  Czechoslovakia, 
Hungary s a d  Poland  gave s.im9lar indications. No doubt, i f  the 
Comunisl; countries so  vashed,  they  could  increase  considerably 
their  imports from  deve2op.ing countries and fu r the r  expand 
their   exports  o f  cap i t c l  goods t o  these  countries. The 
theoret ic21  potent ia l  of mcrkets  grouping 1.1 b i l l i o n  
. individwls  is a fasc i~2king   prospec t  f o r  exporters from both 
industr . ial ised and developing non-Communist countries, 

233, It can, however, be easi ly   calculated  that ,  everz i f  
during the decade 1970-1980 the  developing  countries t rebled 
their   exports t o  Communist countries  while  those of t he   r e s t  
of the world continued t o  grow a t  the  average  rate of the l as t  
1 5  yeera (about 5 s  per year), by l980 the  share of exports t o  
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Communist countries wou3.d st211 repregent  only  about 9% of  
tot& exports as againse 71$ for   the   indus t r ia l i sed  West and 
20$ for the other  develop.frg non-Communist countries, 
Moreover, the   va l id i ty  of Communist forecasts  providing f o r  

questioneble. 
4 S? t reb l ing  of  t h e i r   t r c d e  with the Third World remains  highly 

234, Chinese trade Cievelopments a re  hard ly  predictable. 
The zutarchic  tendencies OP the system w i l l  probably  continue 
t o  keep the expansion o f  commercial re la t ions  within limits. 
A s  an uaderdeveloped  comCry, China can be  expected t o  give 
p r fo r i ty  Lo imports of tec7arological  value, brat t he  
restom.t.lon o f  interna!, s t c b i l i t y  should help t o  improve 

Chinese economic a id  offers will be l imited t o  countries 
clready p o l i t i c a l l y  orieated towards Communist concepts  and 
dl1 Be the   r e su l t  rather than  the  cause of p o l i t i c a l  change, 

.. . trc.de re lc t ions  with n o ~ ~ ~ ~ i s t . . ” - d e ~ . ~ ~ o p i n g  countries ... 

- a  235. It seems at   present   unl ikely that  the  Soviet  Union would f w o u r  a more rap.id  expansion of  trade between 
C o r n m i s t  and  developfng  countries  thon between COMECOM 
members, CS this night lessen the control which the USSR still 
retains  over  the East Emopean COMZCON partners, The fu ture  
f a t e  of t rade with develop.fng  couratries depends la rge ly  on 
the evolution of  the Sino-Soviet  relations and on the  
.9n-l;em@1 economic developments  within  the  Soviet Union. 

236.. If the  next Sovttet five-year  plan (1971-1975) were 
t o  be  esseut ia l ly   or iente6 towards more rapid economic growth 
so 2s t o  redress   the  prest ige o f  the  Soviet Union, with the 
defeizco effort  maintained 2.t the  present  level,  this would 
SjnpLy an e f fo r t  t o  reduce the technological gap that has been 
widening In  recent  years between the  Soviet Union and the  
West, High p r i o r i t y  would once more be  attached t o  expansion 
of  trzde  within COMECON and  growth oriented imports from the 
West,  1ecv.jlng only a n,n.rrow margin f o r  imports o f  consumer 
goods which c o n t r i b u t e   r e l a t i v e l y   l i t t l e  t o  the expansion i n  
c Cornuslist economy. In cddftion,  such  imports would have t o  
be pcid for by increases o f  cap i t a l  goods, which would, 
%herefore, not  be  availzble-for  devebpne-t  purposes..  w%thin 
the country, If, on the contrary, the main a t ten t ion  were t o  
be  given‘to  the improvement of  the  standmd o f  l i v i n g  o f  the 
consmer, increased imports from developing  countries  could 
help  to   accelerate   s igntf icant ly  t h i s  trend. It is d i f f i c u l t  
zt the  psesent  juncture t o  foresee which course the Soviet 
leeders will choose for the coming peers, as t h e r e   m e  many 
wqrs i n  which the  various  claims on resources  could be 
balanced, 

.. 
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257. In  cny case, .it seems reasonable t o  assume thztt t rade 
between the Communist counLries 3s ZL whole and the developing 
!Phird Vorld w i l l  probably  continue t o  expand a t  3 r a t e  o f  
about g$J.O$ per annum, with Communist inports  increasing more 
r q i d l y  than  exports d e n g  the  next f ive  years   in   order  t o  
redreas the t rade  balasme, By 1980, the  Comunist  countries 
might be absorbing between 776 and 8% o f  total   exports  from the 
develop.ing countrieso However, by concentrating  their  main 
t rade   e f for t  on a few selec-ted  areEs  (Mediterranem, Africa: 
Algeria might be  an exmule) ,   the  Communist countries  could 
hope t o  galn  further  influence a t  the expense of  the West, 
although  the  target cown-ixies w i l l  obviously  not become Soviet  
s z t e l l i t e s  for merely comerc ia l  reasons. Past experfence 
{Yugoslcvia, China) must have made it c l ea r  t o  the Soviet 
lesders that the  use of  economic pressure and the  threat  t o  
curb trcde are  generally  counterproductive. 

. - .. .. 
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T A B L E  I - T A B L E A U  l 

NEW AID  COMMITMENTS  1967 - MID 1969 
(CREDITS  AND  GRANTS  EXTENDED 

NOUVEAUX  ENGAGEMENTS  AU  TITRE  DE  L’AIDE 1967 - M l -7969  

(CREDITS E T  DONS ACCORDES) 

(Million US $ - en millions de $ US) 

BY - PAR USSR 
URSS 

EAST. EUROPE 
EUROPE DE 

L’EST 

COMM. CHINA 
CHINE CO”. TOTAL 

Algeria - Algérie 
Guinea - Guinée 
Mali 
Mauretania - Mauritanie 
Senegal 
Tunisia - Tunisie 
Zambia - Zambie 

16.7 
10. O 

3.3 
3.3 
O. 6 
5 -  6 

- - 50. O - 24.0 
6.0 16.0 
4.7 8 .O - 393 
- 51.8 

16.8 22.4 

27.5 175.5 
( 2 5 )  ( 1 3 )  

AFRICA - AFRIQUE 

as % of  total - en % du total 
I I 

Afahani stan 131-7  
1.0 

10.0 
2.0 

72.7 

., 
Burma - Birmanie 
India - Inde 

ASIA - AS/€ 155.4 
as % of total - en % du total 

285.0 
98.4 

25.0 
- 

22.6 

I ran 
Iraq 
South  Yemen - Sod Yémen 
Syria - Syrie 
United Arab Rep, - Rep. Arabe Unie 

200.2 

130 3 
125 .1  - 

12.0  

21. O 
- 

I I K 802.6 
B MIDDLE EAST - MOYEN-ORIENT 

as % of total - en % du total 

Argentina - Argentine 
Chile - Chili 
Ecuador - Equateur 
Peru - Pérou 
Uruguay 

5 -0  
59.8 
10. O 

6.0 
30.0 

LATIN AMERICA - AMERIQUE LATINE  74.8 36. O 
as % of total - en % du total (12 )  ( 6 )  

GRAND TOTAL - TOTAL GENERAL 608 D J 586.5 

(percentage - pourcentage) (100) (100) 

NATO  CONFIDENTIAL 

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



c 

O TABLE II - T A B L E A U  I I  O 
ECONOMIC AID EXTENDED B Y  C O M M U N I S T   C O U N T R I E S  

1954-1969 
~~ ~~ ~ 

AIDE  ECONOMIQUE  ACCORDEE  PAR  DES  PAYS  COMMUNlSTES 

~~ ~~ 

BULGARIA 
BULGARIE 

CZ ECHO- 
SLOVAK I A 
TCHECO- 

SLOVAQUIE 

5.0 
10. O 
30.9 
21 .l 

24.9 
72 -9 
55.4 
142.6 
57.4 
5.6 

132.2 
103.6 
58.9 
75.0 
206.0 

7954-  1969 

HUNGARY 
HONGRIE 

- 
5.7 

- 
0.9 
- 

19.2 
62.0 
11.2 

- 
1.3 
54.0 
51 .O 

40. O 
10.0 

POLAND 
POLOGNE 

.. 
- 
2.3 
- 

41.7 
8.2 
44- 8 

73.7 
122 .O 
8.0 

99-0 
107.0 

3.5 
14. O 
5.0 

fl 

RUMANIA 
ROUMANIE 

- 
1.0 
- 

10.1 
- 
- 

100.9 

- 
40.0 
116.0 

22.5 
82.0 

SOV. ZONE OF 
GERMANY 

ZONE sov. 
)'OCCUP. A L L  

- 
11.6 
5.7 
2 .3  
27.2 

- 
5.0 
2.4 
- 

1.8 

65.9. 
199.3 
16.4 

2.5 J 
Est imated  to ta l   ex tended by a l l   Eas t   European  count r ies  : $ 200 m i l l i o n  

E s t i m a t i o n  du total   octroyé  par  tous  /es  pays  de  l 'Europe  de l 'Est  : 200 mi l l i ons   de   do l l a rs  

I I I l 

(1)  Est imated on the  bas is   o f   in format ion  cover ing  the  f i rs t   ha l f   o f  1969 
Evaluat ion  fondée sur des rense ignements   in té ressant   le   p remier   semest re  7969 

For   a   de ta i led   descr ip t ion   o f   ind iv idua l   c red i ts   and  g ran ts   see  AC/89-WP/274 
Pour l e   dé ta i l   des   c réd i ts   e t  dOns accordés à chaque  pays,  voir AC/89-WP/274 

Mi l l i on  US $ - en   mi l l ions   de  $ US 

C C " .  CHINA 
CHINE CO". 

- 
16.2 
40.2 
15.8 

34.4 
1.2 

73.5 
163.0 
16.3 
89.3 
312 3 
117-4 

55.5 
59.8 

102.8 

(- 1 

- ,097.7 

TOTAL 

10.8 

154.4 
330.9 
294.3 
474.0 
935.0 
794.7 

1,109.0 
287.3 
374- 1 

1,666.4 
1,164.1 
1,215.7 
339 8 

736.4 

(550) 

10.437.2 
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2'0 
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TABLE I V  - TABLEAU / V  

ESTIMATED  DRAWINGS BY DEVELOPING  COUNTRIES 
ON  ECONOMIC  AID  COMMITMENTS  UNDERTAKEN BY COMMUNIST  COUNTRIES 

1954-1969 

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

SUR L E S   E N G A G E M E N T S  PRlS AU T l T R E  D E  L ’ A I D E   E C O N O M l Q U E  

P A R  DES PAYS  COMMUNlSTES 

4 

. 

;O 

Y EAR 
ANNEE 

19  $4 
1955 
1956 
1957 
19 58 
1959 
1960 
1961 
1962 

1963 
1964 
1965 
1966 

1967 
1968 

1969 (1 
TOTAL 

os % of.totol 
en % du total 

rOTAL extendec 
T O T A L  octroyé 

-... ...., 

USSR 

URSS 

EASTERN 
EUROPE 
EUROPE 
DE L’EST 

1954-7969 

COMMUNIST 
CH I?4A 
CHlNE 

COMMUNISTE 

- 
- 
19 
7 
6 
26 
11 
10 

14 
23 
66 
80 

90 
76 
55 
65 

CUMULATIVE 
OUTSTANDING 

CREDITS 
:REDITS CUMULATlFS 

NON UTlLlSES 

(1) Preliminary - Préliminaire 

ElATO CONFIDENTIAL 

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



NATO  CONFIDENTIAL 
~ c / a 9 - ~ ~ / 2 8 7  

TABLE V - TABLEAU V 

ECONOMIC AID  EXTENDED BY COMMUNIST COUNTRIES 

AND DRAWINGS BY DEVELOPING  COUNTRIES 

TOTAL : 1954 - MID 1969 

AIDE  ECONOMIQUE DES PAYS COMMUNISTES - ENGAGEMENTS 
E T  TIRAGES  EFFECTUES  PAR  LES  PAYS  EN  VOIE DE DEVELOPPEMENT 

TOTAL : 7954 . M I  1969 
(Million US O - en millions de 5 US) 

EXTENDED B Y .  OCTROYEE PAR TOTAL 
DRAWN 

Estamated) 

UTILISE 
TOTAL 

Evaluation) 

DONATEUR 
DONOR POPULATION 

mod  1968 

RECIPIENT 
BENEFICIAIRE évaluation 

ml-1968 

(mllllonr) 

AFRICA. AFRIQUE 

AST. EUROPI 
EUROPE  DE 

L ‘EST 

72.2 

17.0 
104.1 

31.7 
- 

22.6 

35.2 
14.0 

3.4 
46.8 

6.7 
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. CHINA 

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. O 

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 

USSR 
URSS 

233.1 
7.8 

11.9 
101.8 

93.0 
106.4 

48.7 
70.0 

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 

1.6.02.8 
-372.2 

7.6 
20.8 

203.1 

2,973.1 

525.9 
309.0 
13.3 
233.8 

1.011.1 

93.0 

2,186.1 

44. O 

103.0 

54.8 
2.5 

20.0 

224.3 

6,502.6 

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 

19727.2 

736.4 
124.2 
122.6 

123.7 
1,957.5 

786.6 
14.1 
85.8 

368.1 

4,319-0 

958.0 
427.0 
25.3 

415.1 
1,682.3 

149.1 

3,656.8 

67.7 
289.4 

59 . e  
2.1 

1O.C 

6.C 
30.C 

465.1 

10,168.r 

67.0 
0.2 

2.8 

15.0 
21.8 
60. O 

135.0 
6.8 

89.0 

0.5 
6.5 
- 

1.7 
45.0 
17.5 
39.0 
25.0 

5.5 
2.0 

1. Algerio - AlpCrie 

2. Cameroon - Cameroun 

3. Centrol  African Rep. .Rep.  Centrafricaine 

4. Congo (6rarraville) 

5. Ethiopia - Ethiople 

6.  Ghona 

7. Guinea . Guinée 

8. Kenya 

9. Mali 

IO. Mauretania - Mouritmie 

I l .  Morocco - Maroc 

12. Nigeria 

13. Senegol 

14. Sierra Leone 

15. Somolio - Somolie 

16. Sudan -Soudan 

17. Tanzania. Tmmnie 

18. Tunisia - Tunisie 

19. Uganda . Ouganda 

20. Zombio -Zombie 

Totol  AFRICA - Totol  AFRIQUE 

14.0 
12.5 
4.7 
8.1 

4.1 

540. 3 

ASIA - ASIE 

% l .  Afghanistan 

22. Burma - Birmanie 

23. Cambodia. Cambodge 

24. Ceylon. Ceylon 

25. India - Inde 

26. Indonesia. Indonésie 

27. Loos 

28. Nepal 

B. Pakistan 

16.1 
26.4 

6.6 
12.0 

523.9 
113.6 

2.8 

10.7 
121.8 

553.0 
40.6 
78.0 
67. O 

964.1 
301.2 

6.5 
58.0 

122.4 

Total ASIA . Total ASIE I 2,190.8 
~~ 

MIDDLE EAST - MOYEN-ORIENT 

30. Iran 

31. Iraq 

32. South Yemen - Sud Yémen 

33. Syria. Syrie 

34. United Arab Rep. . Rep. Arobe Unie 

35. Yemen ~ Yémen 

27.0 
8.6 
1.2 

5.7 
31.7 
5.0 

120.0 

152.8 

180.6 
883.1 

107.5 

Total  MIDDLE EAST - Total MOYEN.ORIENT I 
LATIN AMERICA.  AMERIQUE LATINE 

35. Argentina.  Argentine 

37. Brazil ~ B r i s i l  

38. Chile.  Chil i 

39. Colombio - Colombie 

40. Ecuador - Equotwr 

41. Peru. Pérou 

42. Uruguay 

23.6 
88.2 

9.4 
19.8 

5.7 
12.8 

2.8 

Total  LATIN AMERICA . Totol AMERIQUE LATINE 

GRANDTOTAL-TOTAL GENERAL 
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TABLE VI - TABLEAU  VI  

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

NATO CONFIDENTIAL 
AC/89-WP/287 

( m  work during  the  first  half  of 1969) 

PERSONNEL NON MILITAIRE  ENVOYE  AU  TITRE  DE L'ASSISTANCE  TECHNIQUE 
PAR  LES  PAYS COMMUNISTES DANS  DES REGIONS EN VOIE DE  DEVELOPPEMENT 

(en poste pendant le premier semestre 1969) 

fNumbcr of 

I .  

2. 

3. 

4. 

5. 

6. 

7. 

8. 
9. 

IO. 
11 .  

12. 

13. 

14 

15. 

16 

17. 

18 

19 

20 
21 

22 

23 
- 
- 
24 

25 

26 

27 

28 

29 

30 

31 - 
- 

32 

33 

34 

35 

36 

37 

38 - 
- 

39 

40 

41 

42 

43 - 

- - 

T 
TO . A 

FRlCA -AFRIQUE 

Algeria.  Algérie 

Burundi 

Cameroon . Comeroun 

Central African Rep. - Rép. Ccntrnfricaine 

Chad.  Tchad 

Congo (8razzwille) 

Congo (Kinshasa) 

Ethiopio  -Ethiopia 

Ghana 

Guineo. Guinée 

Kenya 

Libya.  Libye 

Mali 

Mauretanio - Mwri tmio 

Morocco . Moroc 

Nigerio 

Sierra  Leone 

Somalia . Somolie 

Sudm - Soudon 

Tanzania - Tonzonie 

Tunirio. Tunisie 

Uganda - Ougondo 

Zambio - Zombie 

01.1 AFRICA. Total AFRIQUE 

SIA . ASIE 

Afghanistan 

Burma - Birmanie 

Cambodia - Combodge 

Ceylon - Ceylan 

lndio - Inde 

Indonesia.  Indonésie 

Nepal 

Pakistan 

'otol ASIA . Toto1 ASIE 

UODLE  EAST - MOYEN-ORIENT 

Ira" 

Iraq 

Kuwait - Koweit 

South Yemen -Sud Yémen 

Syria - Syrie 

United Arab  Rep. . Rép.  Arabe Unis 

Yemen - Yémen 

MIDDLE  EAST - Total MOYEN-ORIENT 

.ATIN AMERICA - AMERIQUE LATINE 

Argentina - Argentins 

Brazil . Brésil 

Chile . Chrli 

Colombia - Colombie 

Mexico - Mexique 

roto1 LATIN AMERICA - Toto1 AMERIQUE LATINE 

;RAND TOTAL - TOTAL  GENERAL 

COUNTRY  OF  ORIGIN - PAYS  D'ORIGINE 

URSS 
USSR 

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 
l10 

85 
1,100 
100 
80 

150 

2,555 

1.100 

500 

5 
545 
800 
1 O0 

3.050 

5 

5 

10 

9.285 

EAST.  EUROPE 
EUROPE DE 

L'EST 

720 

15 
20 

105 
80 

270 

1,970 
100 

180 

105 

10 
220 
110 

1,430 

5,335 

80 

5 
50 

3 30 
30 

5 

500 

285 
540 

5 
10 
200 

400 
60 

7,385 

( 0 )  Number  of perrons prorent  for a pcrmd of at least one month. Estlmmer are rounded to the neorest five. 
Nombre  de  personnes présentes pendont au moins un mois. Evalurrtioo  orrondie ou plus proche multiple de cinq. 

(b)  Including  30  North  Vietnamese  and  50 North Koreans. Y compris 30 Nord-vietnomieor et 50  Nord-coréens. 
(c) lncludlng 5  North  Koreans. Y compris 5 Nord-coréens. 
(d) Nearly a l l  at work on the  road  construction between North-Eort  Karhmlr and Sinkiang. This figure may be an underestimation. 

Presque tous trovoillent ù 10 construction de la route qua doit  relier le Cachemire Nord-oriental W Sinkiong. 
Ce chrffre est peut-être inférieur ù lo  réolid.  
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TABLE VI1  - T A B L E A U  VI/  

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  PAYS 

ECONOMIQUEMENT  MOINS.   DEVELOPPES 

TO TAL 

2,725 
4,935 

7,680 
9 ,465 

6,210 

11,885 

14,475 
17,810 
22,205 

20,920 
21 9170 

21 575 

(1) First  half - Premier  semestre 

COMMUNIST CHINA 
CHINE COMMUNISTE 

55 
855 
960 
820 

42 5 
470 

2 160 

4,365 
5,135 
4,695 
3,940 
4,905 
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AC/W-WP/287 TABLE Vl l l  . T A B L E A U  V l l l  

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

(ESTIMATES) 

"TIRAGES  BRUTS" E T  'MONTANTS NETS"  DE  L 'AIDE COMMUNISTE 

fEVALUATIONS) 

UNION  SOVIETIQUE I. SOVIET-UNION 

1 I NET  RECEIPTS I 
BY DEVELOPING 

OF  PRINCIPAL 
R E P A Y M ~ N T ~  

DRAWINGS 

TIRAGES DES 

EN VOIE DE DU 
pAYS REMBOURSEMENi 

OF INTERESTS 
PAYMENT 

D'INTERETS 
PAIEMENT 

,NET BYDEVELOPING 

REFUS  PAR  LES 'MONTANT NET' 
MONTANTS NETS 

COUNTRIES OF AID 

L'A1DE 
DEVELOPPEMENT 
PAYS EN VOIE DE 

ANNEE 
Y EAR 

1 

1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 

4 

3 
6 
8 
10 

15 
21 
27 
36 
40 
45 
50 

TOTAL : 

II. EASTERN  EUROPE - EUROPE  DE  L'EST 

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

1 
6 
15 
22 

13 
26 
38 

19 
44 
95 
65 
53 
59 
14 
58 

1 
6 
15 
22 
12 
25 
36 
76 
40 
89 
57 
43 
47 
59 
40 

568 TOTAL: I 884 236 80 648 

1 1 1 .  COMMUNIST  CHINA - CHINE  COMMUNISTE 

1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 

I TOTAL: 
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. T A B L E  I X  - T A B L E A U  I X  
" 

THE "NET" FLOW O F  ECONOMIC AID TO DEVELOPING  COUNTRIES 

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

COMPARISON BETWEEN COMMUNIST AND NATO  COUNTRIES'AID 
COMPARAISON  ENTRE  L'AIDE  COMMUNISTE E T   C E L L E  DES PAYS  OTAN 

1968 

GNP current market prices 
PNB Prix du  marché 

NET FLOW OF ECONOMIC AID - MONTANT NET DE LIAIDE ECONOM~QUE 

POPULATION 
UN estimates 

mid 1968 

( in 1.M)O) 

POPULATION 
Evaluation ONU 

mi-l968 

(en milliers) 

1 AID AS % OF G,NP 
4lDE , N POURCENTAGE DU PNB 

AiD IN $ PER INHABITANT 
AIDE EN $ PAR HABITANT 

PUBL:IC SECTOR 
SECTEUR PUBLlC 

to 
communist 
developing 

(million $) 
countries 

à des pays 
en voie de 

développement 
(en millions de $) 

Flow of  finoncial 
resources from 

PRIVATE SECTOR 
(million $) 
iriontant  de 

l'aide  financière 

SECTEUR PRJVE 
en provenance du 

(en  millions  de $ I  

TOTAL : 
Public t Private 

(million $) 

TOTAL : 
Public t Privé 

(en mill ions de $1 

TOTAL to 
communist  and 
non-communist 

6) 
TOTAL aux pays 
communistes et  

non  communistes 
($1 

(8) divided  by (1) 
(8) divisé  par ( 7 )  

Bil l ion 
us $ 

milliards de 
dollars 

Per  capita 
i n  US $ 

par  tête 
en dollars 

TOTAL 
Development Aid 

(mill ion 8) 
TOTAL 
de l'aide 

économique 
(en  millions de $) 

to 
non-communist 

countries 
(million S) 
à des pays 

non-communistes 
(en millions de $I  

TOTAL to 
communist  and 
non-communist 

'OTAL aux pays 
communistes et 
ron communistes 

to 
non-communist 

($1 
aux pays 

non  communistes 
(S) 

(4) divided by (1) 
( 4 )  divisé  par ( 7 )  
"" 

O. 60 
1-39 
O. 88 
O. 62 
0.25 
0.88 

0.73 

O. 56 
O. 06 

0.23 

Public 
Development 

Aid 
A ide 

économique 
publique 
. 

9-15 
5.95 

17.13 

9.21 

10.52 
6.81 
4.44 
7.74 

8.97 

8.42 
16.64 

12.16 

3-13 

10.51 

DONOR COUNTRIES 

PAYS DONATEURS 

(8) as % of (2) 
(S) % de ( 2 )  

(4) a: % of (2) 
( 4 )  % de (2 )  

I 
I 

l 
I 

9-07 
Q-O9 
Q. O8 
b. 06 
b.03 
p.05 

b. 06 
b.03 
0.05 

9.39 

A. Communist countries - Pays. Communistes 

5 
50 
17 
35 
10 
40 

5 
50 
17 
35 
10 
40 

O. 07 
0.22 

0.11 
0.06 

0.15 

0.15 

O. 60 
3.48 
1.66 
1.. og 
o. 51 
2.34 

5 
20 
9 

20 
5 

15 

7.4 
22.7 
11.6 
31.2 
16.5 
27.5 

116.9 

396.0 
85.0 

1. Bulgaria - Bulgarie 
2. Czechoslovakia - Tchecoslovaquie 
3. Hungary - Hongrie 
-4. Poland - Pologne 
5. Rumania - Roumanie 
6. Soviet Zone Germany - Zone d'occupat. Sov.  en All. 

Eastern  Europe Total - Total pour  l'Europe  de l 'Est 

30 
8 
15 
5 

25 

83 157 0.18 2.05 74 

132 
45 

447 
140 

3.84 
0.23 

7. Soviet Union - Union  Soviétique 
8. Communist China - Chine Communiste 

31 5 
95 

0.23 
0.20 

0.22 Communist  World Total - Total  pour.le mande communiste 597.9 559 493 745 1.20 

TOTAL 
Private and 

Public 

TOTAL 
aide économique 
)rivée  et  publiqut 

TOTAL 
Private and 

Public 

TOTAL 
aide économique 

privée  et  publique 
B. NATO countries - Pays OTAN 

1.12 
0.60 
1.17 

1.24 
O. 68 
1.11 
o. 64 
1.48 
0.83 

25.26 
15.20 
29.71 

27.18 

21.66 
9.59 

15.19 
7.82 

15.28 

21.7 
12.4 
126.6 

132.2 
74.8 
24.9 
9.0 
5.0 

102.1 

1. Belgium - Belgique 
2. Denmark - Danemark 
3. France 
4. Federal Republic  of Germany 

5. Italy - l tol ie 
6. Netherlands - fays-Bas 
7. Norway - Norvège 
8. Portugal 
9. United Kingdom - Royaume Uni 

NATO Europe Total - Total Europe OTAN 

République Fédérale d'Allemagne 

417- 

1.02 20.08 

10. Conada 
11. United States - Etats-Unis 

20,772 
201,152 

14.78 
28.22 

0.49 
O. 66 

O. 78 

0'. 7 7 

~ 

NATO Donors Total - Total des pays OTAN donateurs 480,558 5,843 5,843 

TOTAL DAC  countries - TOTAL des pays CAD 1,661.6 20.87 5 9  905 

See notes on verso 
Voir  notes au verso 
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Notes and Sources:  Table IX 
Column ( O ) :  Donor Countries 

NATO CONFIDENTIAL 

DAC countries : include all NATO donor  countries 
and, in   addi t ion :   .Aus t ra l ia ,  
Austria,  Japan, Sweden and 
Switzerland. 

column (11 : Population 

source: United  Nations Monthly S t a t i s t i c s ,  
Novemb e r l 969 

Eastern Europe: The figures  used  are  based on US 
estimates  as  recorded  in: US 
Congress - J o i n t  Economic Committee 
publication  'Soviet  Economic 
Performance 1966-6711 p. l 1  9 updated 
t o  1968. In   t he  Congress  publication 
estimates of  GNP i n  the  East  European 
countries are made in   do l la rs   us ing  
US pr ices  so a s  t o  make these 
estimates  comparable wi th  GNP i n  USA. 
I n  order   to   a r r ive   a t   es t imates  of 
GNP in   Eas te rn  Europe more nearly 
comparable with those of the NATO 
European countr ies  it would be 
necessary  to  calculate them i n  West 
European p r i ces .   In  this case a 
conversion  factor  has  been  used,  the 
e f f e c t  of  which is t o  provide 
estimates o f  GNP ca lcu la t ed   i n  West 
German prices  subsequently  converted 
t o  do l la rs  a t  t he   o f f i c i a l   r a t e .  If 
higher  estimates were to be used f o r  
GNP, they would only  reduce f u r t h e r  
the  corresponding  percentages o f  GNP 
devoted  to economic aid and thus 
reinforce  the argument in   favour  of 
Western countries.  

Soviet Union  and GNP es t imates   in  of purchasing 
China: power equivalance. These estimates 

a re   ca lcu la ted   in   do l la rs   us ing  US 
pr ices  and are  thus comparable with 
the GNP of the  United  States. 

Source: US Reaearch Memorandum 
REU-69 (December 9  1969) "Indicators 
of Comparative  East-West Economic 
Strength - 1368". 

NATO Countries: GNP a t   cu r ren t  merket pr ices  
converted a t   t h e   o f f i c i a l  exchange 
ra te   as   repor ted   in  €?EU-69. 

Column (4 ) :  Flow of Public Develoument Aid  t o  non-conrmunist 
Countries 

F rom C omrnuni s t  Western estimates of drawings l e s s  
Countries: reimbursement of cap i t a l   ( s ee  

Table VIII) on the   bas i s  of 
schedules f o r  repayment and, 
whenever known, subsequent  debt 
rescheduling  agreements. 

From NATO Countries:  Source: OECD P a r i s  "Development 
A i d  - 1 9 6 8 ~ ~  an  advanced summary 
of which was published  as an O E D  
Press  communiqué on l 1  t h  July 1969. 
Figures  between  brackets  are 
provisional.  

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

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

Column (7):  Flow of f inancial   resources  from the  Private Sector 

F rom  Communi s t  I n  Communist countries there   ex is t s  
Countries: no private  sector'   that could  provide 

ec onomi c aid. 

From NATO Under t h i s  item are  included: 
C ount ri es : 

Private  investment  and  lending,  net 
Direct  investment 

New direct  investment 
Reinvested  earnings 

B i l a t e r a l   p o r t f o l i o  investment & other 
Multi lateral   portfolio  investment 

Pr ivate   export   credi ts ,   net  
Over l t o  and including 5 years 

Guaranteed 
Non-guaranteed 

Over 5 years 
Guaranteed 
Non-guaranteed 

Column (8)  : Total  flow.  Private and Public 

From  Communi s t  Spec ia l   f inanc ia l   ass i s tance   to  Cuba 
Countries: (see  para. 45 f t h i s  paper) i s  

included  although such aid i s  not 
extended f o r   s t r i c t l y  development 
purposes. No breakdown by individual 
East European country i s  available of 
spec ia l   f inanc ia l   ass i s tance   to  Cuba. 
This a i d  is ,  however, included i n   t h e  
es t imated   to ta l   for  East European 
countries. 

From NATO 
Countries: 

Discrepancies  between  the t o t a l  
under  "Private and Public" and the 
separate  figures  under columns 6 
and 7 resu l t  f rom the  inclusion  in  
the   t o t a l  of public  .assistance 
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 development (see OECD: 
Development A i d  1968). 
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NATO CONFIDENTIAL 

TABLE X - TABLEAU X 

MILITARY AID - A l D E   M l L l T A l R E  

YEAR 
ANNEE 

1955 
1956 

1957 
1958 
1959 
1960 
1961 
1962 

1963 
1964 
1965 
l966 
1967 
1968 

19690) 

TOTAL 

by - par  

EXTENSIONS 
ENGAGEMENTS 

110 
290 

240 
4 70 
40 

570 
8 50 

3 70 
390 

1,000 

360 
340 
600 
2 O0 

100 

5,930 

t h e   S o v i e t   U n i o n  - l 'Union S o v i é t i q u e  

E a s t   E u r o p e a n   c o u n t r i e s   - l e s   p a y s   d e   / ' E u r o p e   d e  l'€sr 

C o m m u n i s t   C h i n a  - la C h i n e   C o m m u n i s t e  

(1) p rov i s iona l   on   t he   bas i s  of i n f o r m a t i o n  

c o v e r i n g   t h e   f i r s t   h a l f  of the  year  

p r o v i s o i r e   s u r  l a  b a s e   d e   r e n s e i g n e m e n t s   i n t é r e s s a n t  
l e   p remie r   semes t re   de   l ' année .  

NATO CONFIDENTIAL 
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3. Asia:  

NATO  CONFIDENTIAL 

TABLE X I  

1 . Communist Count r ies :  

2 i if ' r ics:  

4. biiddle  East:  

I r a n ,   I r a q ,   I s r a e l ,  Jordan, Kuwait,  Lebanon,  Saudi  Arabia, 
South Xemen, Syria, United Arab Republic, Yemen. 

5. Lat in   America:  
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NATO  CONFIDENTIAL 

TABLE XII AC/W-WP/Z? 

COMMLTNIST TRADE WITH SELECTED DEVEMPING COUNTRIES 

IEHANGES COMMERCIAUX ENTRE LES PAYS  COMMUNISTES El' CERYAINS 
PAYS m VOIE DFBTELOPPEMENT 

cc 

ILI 
E1 
I n  
E1 
I n  
3 1  

I L  
E: 

I r  
x; 

E1 
It 

ID 
E: 

E1 
I I  

E: 
I I  

I I  
E: 

I I  
E: - 
nr 
Il 
E: 

I I  
E: 

I1 
E. 

II 
E. 

I l  
E 

I. 
E 

I 
E 
i 

E 
I 
E 

E 
I 

I 
P 

I 
E 

I 
E 

I 
I 

1 
E 

1 

1 

i 

- 
1962 - 

0.6 

28.3 
26.9 
0.4 
6.7 

6.9 
11.6 

0.8 

25.0 
29.: 

5.2 
19.6 

31  .4 
28.8 

l .2 
1.7 

6.2 
6.4 

1.7 
0.1 

- 
- 

l 

25.8 
40 .e 

35.5 
40 .O 

46.2 
30.5 

60.: 
17.6 

83.6 
21.8 

83.6 
21 .e 
13.t 
17.: 

ATIN Ah!-ERICAIl  COUNTRIES 

~ ~ ~ ~ ~ , " ~  
75. 
23. 

Impor ts  Brazil 70. 
63. 

Impor ts  S. 
1. 

Expor ts  - Impor ts  Peru 7. 
1. 

Exports- 
ImportsU, 26,  

2. 

A r g e n t i n a  

Expor ts  - 
ExportS Uexico 

- 

I I  

1 

81 
I l  

1 

3 

5 2  
; I  

! :  

+ + 

3 

3 
3 

5 2  
2 2  

5 
3 

3 
2 

O 
6 

2 
2 

.9 
#5 

.6 

.9 

22.1 28.8 

45.1 2L.2 

5.1  12.8 

34.8  28.1 

12.8 11.2 
1.7 2.5 

13.2 16.3 
7.8 10.3 

11.7 ,ll.l 
1.3 1.7 

- 11.4 - 0.3 

26.6 27.0 
50.1 51.9 

a . 0  47.4 
52.5 45.7 

38.9 39.0 
60.1 89.1 

117.6  349.9 
85.5  275.3 

85.7  88.5 
13.5 163.2 

75.3  105.5 
22.1 110.4 

31.1 50.3 
17.5 36.Ï 

A 
965 - 

8.4 
!9.3 
16.9 
'9.5 
0.4 
!3.2 

2.6 
!l .O 

18.8 
'< .2 

!l .6 
i3.9 

LO. l 
!6.8 

4.8 
7.3 

1 .O 
7.2 

!l .6 
4.9 

5.5 
0.4 

'2.0 
3.2 

53.9 
$5. Y 

51.3 

E.7 
$3.1 

32.2 
c9.4 

50.6 
16.4 

67.6 
49.5 

70.0 

- 

39.1 
41.6 

10.1 
14-.5 

6.5 
42.4 

- 
29.4 

42.1 
58.6 

153.5 
,38.5 

1 .( 
6.( 

186.' 
3: .l 

93.' 
57. 

61. 
5. 

17. 
2. 

8. 
2. 

;Li0 
I 966 - 

2 .8  
'5.8 
c7.7 
L 1  .2 
0.2 
31 .O 

1.6 
!0.2 

j3.6 
54.4 

9.2 
53.4 

33.0 
52.3 

15.8 
14.9 

14.1 
24.4 

12.6 
7.1 

16.0 
0.e - 

?2.1 
79.8 

LI . E  
26.5 

70.1 
38.0 

23.E 
24. l 

54.f 
79.1 

32.f 
67.E 

80.2 
88.1 - 
41 .I 
75.: 

12.1 
01: 

m .  
50. 

O. 
36.8 

61. 
6 6 .  

529. 
192. 

11. 
1. 

247. 
23. 

106. 
64. 

la. 

2:. 

4. 

> ,  

!E& 
1967 - 

48.0 
22.6 

44.1 
22.0 

38.8 

23.7 
2.0 

56.5 
68.7 

18.9 
45.5 

34.1 
35.2 

14.0 
11.9 

18.4 
22.4 

6.1 
5.6 

17.9 
3.5 

25.7 
60.5 

15.6 
16.8 

51.6 
68.1 

88.6 
500.8 

54.2 
79.4 

160.6 
'06.6 

106.t 
86.: 

120.1 

82.C 
11.: 

132.t 
15.: 

44. - 
0.t 

58.1 

45.; 
92. 

448 . ' 287.f 

O. 
I O .  

73.2 
19.2 

102.9 
74.7 

5.1 1 19.4 
3.c 

lm.: 

NATO  CONFIDENTIAL 
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4 c. t 

TABLE XII1 
DIHECTION OF COMMUNIST TRADE 

MAIN  TRADE PAFEPNERS I N  THE DEVELOPING AREAS OU'i'SIDE DJROPE 
( f igures  between bracke ts   ind ica te  '$ share o f  each  country i n  t o t a l   t r a d e  with developing  countries) 

lXTSTRIBUTION  GEOGRAPHIQUE DU COMMWCE  DES  PAYS  C0"UMCSTES 
PFIINCIPAUX l?AR!'l?NERS C O M W C I A U X   D E S   R E G I O N S  EN VOIE  DE  DEVELOPPEMENT HORS D'EUHOPE 

( les   ch i f f res   en t re   paren thèses   représenten t  les pourcentpges du commerce t o t a l  des pays 
communistes avec  ceux  des  pays en voie  de  développement) 

SOVIET UNI ON 
(l 968) 

1 

Exports 

U.A.R. 

I ndi a 
I ran 
I r a q  
Syr ia  
Afghanis tan 
Pakistan 
Algeria 
hlorocco 
Sudan 

43 Other 
developing 
countries 

Imports 

Indi a 

U.A.H. 
Malaysia 
Iran 
Afghani s t  an 
Argentina 
Braz i l  

~ Algeria 
Nigeria 

43 other 
developing 

.countries 
+" -. . -.-I- 

.- """._ ""^ """" 

EAST EUROPEAN COUNTHIM 
( l  967) II COMGUNIST  CEINA 

(1 967) 
Exports 
" 

U.A.R. 
I ndi a 
Lebanon 
Braz i l  
I r a n  
Syria  
Paki st  an 
Indonesia 
I r a q  
Libya 

55 other  
developing 
countr ies  

T 
JI "_" 

Imports 

Indi  a 
U .A.R. 
B r a z i l  
Argentina 
I ran 
Pakis tan 
~ o r o c c o  
Indonesia 
Peru 
Syri  a 

55 o ther  
developing 
countr ies  

Exports 

(I 7) 

( 6) 
Indonesia (IC) 

Malaysia (l 7)  
Singapore 

Sudan ( 3 )  
Nigeria ( 3) 
Iracl. ( 3 )  
U.A,R. ( 4) 
Pakistan ( 4) 
Ceylon 

( 3 )  Kuwait 

41 other  

countr ies  
( 3 2 )  developing (39) 

T Imports 

Pakistan 

(14) Ceylon 
(16) 

(14) S ingapore 
U e A e R .  ( 9 )  
Indonesia 

( 4) S y r i a  
( 4) Tanzania 
( 4) Morocco 
( 4) Zambia 
( 4) Burma 
( 5 )  

41 other 
developing 
countries 

( 23) 

"."" 
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