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o
VIII. The USSR, despite domestic rescurce allocation difficulties,
has contil.nued to dispense and meke new camitments of aid -- both
econamic and mil.itaryv-- to its Commniset allies as well as to the
Free Warld less developed countries.
A. Total Boviet deliveries of economic eaid this year
_ _:Annmmt to sbout $800 million ~- up ebout $100 million from 1967.
"Cmmict couutriea -~ Cuba and North Vietnm -~ e.ocount for the
bulk of these deliveries (about $500 million) with the Free World
countries receiving ebout $300 million.
B. Few econcedc eid commitments {n 1968 amount to ebout
$1.1 billion, up sbhout $500 million over 1967, yet well below
the record total of $1.8 billion in 1966. Ald commitments to the
Free World, which sccounted for some 70 percent of the total {n
1965 end only 30 percent of the totel in 1968, have frequently
fluctusated widely from year to year. We do not believe that the
recent fluctuations evidense any fundamentsal policy change 4in Soviet
foreign aid. | )
| C. Total Soviet mdltary aid deliveries in 1968 amourmt to
about $800 mmon, down ebout $200 million from 1967. Deliveries
to North Vietnam were about the seme as in 1967 -- about $500 million --

&nd -account for almost all of Soviet military aid shipments to the




Communist countries in 1968. (I shall go into more detail concerning
Communist aid to North Vietnsm when I deal specifically with the

war in Vietnem). Military eid deldiveries to Cubs, declined to &
negligible level in 1968. The USSR's arms deliveries to its Free
World aid clients have declined somewhat in recent years and in

1968 amount to gome $300 miliden. Two-thirds of this year's deliveries
€o the Free World are to the Avab countries. (I will d4scuse the
Areb erms resupply situation later on).

- {cmaRr, SOVIET rcm:mn Aﬂ) ACTTVITY TN THE FREE wm)

. 2% tds potat, T would 1ike to discuss mmma.etmsmear
the espects of Soviet economie and militery eid in recent years.
wWo1aLE {acqely
A. Record economic aid extensions of $1.3 billion were
ettributed to very large credits to & few ocountries. More than
$500 mi1lton of the total went to support Indie's five year plan.
8izezhle eredits elso went to Iran, B8yrie, end Brazil.
B. In 1967, extensions of econamic aid dropped sharply, to
ebout $90 million, and recovered to only sbout $300 mill1on {n
1968. Thie is only about helf of the averege anmual amount extended
in the preceding 8 years. The reduced level of new aid undertekings

_ J,n 1967 and 19& does not not signel & fundapentsl change in Swhet

" policy but appa.rem;ly refleats the lack of suitable opporhmiﬁiea
for nevw aid extensions and the large backlog of unexpended credits.
At the end of 1967 there was ebout $3.5 billion of Boviet eid still

to be delivered under aid extended in previous years.




C. The Soviets in recent years have been getting a bit tougher

with their econcmic aid.

1. They are being more selective with the kinds of projects
uﬂdertaxen, so a8 to ensure a greater degree of success.

2. Terms of the credits are becoming more trade-oriented
andoﬁcnmhardzr-ﬁtomﬁem for repayment instead of the
customary 12, and en interest rate of 3 to 3.5 ﬁercexsb, insteed of
2.5 percent. mmdlydmmsmremrad. and yepayments
-ecmetma mst be m le in hu'd wrm
 p. Extensioms of Soviet military uahmmmamuy
from year to year, reaching e record of almost $1 billfon in 196k.
The ennual sversge over the past decade, however, hea been sbout
$450 midisan.

1. The $535 million of military eid extended in 1967
reflected the heavy Soviet resupply operstions 4n the UAR, Iraq
and Syria following the Arab-Israell war in June. Fev aid extended
to these 3 countries sccounted for almost 60 percent of the teted.
Earlier in the yeer, an eyms sgreement was Qigmzedwith Iran, the
first one Ira\n hed signed with a Communist eountry. Agreements
 alao were conluded with Figeris end Yemen, end nilitary goots
‘were airlifted to these countries. |

2. Military aid sgreements have been concluded with at
least 9 countries during 1968. The totel velue of these agreements --
some $300 million -- is roughly three-fifths of the totel committed
in 1967.




E. GSoviet deliveries of military equipment declined in 1968
&8 supply to=Aradb countries assumed & more normal rate.

1. With the near completion of resupply, Soviet deliveries
to the Arsb states have fallen off end now epproximate the pre-wer
rate. |

2. Soviet deliveries to other major erms custamers this
year include significantly larger smounts to Indie (principally
BU-7 fighter bambers) end small ehipments to both Algerie and




