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PREFACE

This work is concerned with Indis's trade and
ald relations vith the USSR, Afd to Inéis is viewed as
much in an international relations context ag in ecomomic.
- terms, _

Indo-S%viet economic relations sre deing seru-
tinised from an 1deologicsl perspective, The position
of the Communist Party of InGia and Communist Party of
Indls (Marxist) visegevis Indo-bviet economic relations
~ are stated, in attempt is made, particularly, to examine
some of the charges levelled szainst Soviet gid and trade
relations with Indis by CPI(Marxist-lLeninists) or Maoists,

Moreover, this study covers the perioc upte
1977 snd particularly attempts an analysis of the criticsl
period in Ipdo-Joviet relations sfter the Indo-‘oviet
treaty, India's economic and political relations with
the communist dloc bave in the recent past deen decoming
increasingly extensive and cordiasl, climaxed by the
- August 1971 treaty between India and the USSR, Following
this, in 1972.73, the USSR superceded the US as India's
leading trading partaoer, EHovwever, the intellectual counterw
part of this development, which should hgve found egpression
in an appropriately large uumbet'o‘i‘ trea'tizes oa the
sud ject, has so far been teauous, The present study is
an attenpt to £1i1l1 this gap,
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We are all aware thst trade and aié gre two
dltferent aspects of eeonomic coopergtion between natione.
Bowever, in Bast Wropesn litersture trade with the deve.
‘loping countries s regarded as s special form of aid,

In the Introduction, an attempt at deﬁntuon
‘of the concept of agld 1s made,. This &g followed by a
brief exemination of Hestern aid wvhich is actually
'S.mperialxsm in a new gard.as 1t tries % perpetuate ﬁhe,
relationship of dépen&euc’e 'betweeq the metropolitan coune.
~ tries snd fomer colonies, In the light of this, the
| objectives, featires and record of Sviet economic relations |
with the Third Wrld in general are exsmined,
Chapter II discusses on two' levels the politics
of foviet aid to India, It surveys the Marxist-l.eninist
theory regarding the role of the national dourgcoisie in
undeédevelopéd countries and the importsnce of the "mon.
capitslist path" in the 6evelnpmmt of ttmse countries,

" .Then it exanines the obaectives of &viaﬁ aié to India

in the context of naticnzl snd international politics,
Chapter II1I 45 eoncemed with an evaluation of‘

| Soviet atd to Indis, After briefly summax'ising the unique

features of Dviet ald and recognising the role played

by the Sviet Union in the development of our gteel, oil

and pbam.aeeutical 1ndustiies, the study moves on to an

assessment of foviet cconomic assistance, The role of

\
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military ald ‘to India in establishing a relationship of
~dependence on the U‘saa is also examznéd',

Chapter 1V deals not only with the changing
character of foviet trade with Indie, but also examines
the controversy regarding the rupecerouble parity rate,
which arose on account of s clear attempt by the supeére
powei' to- take advantage of its atronger position,

In Chapter V, an attémpt is msde to compare ald
from Soviet and k:gsterkx sources, Sviet foraign economic
policy with speclal refercace to lndis is also considered
.‘ia comparison with Chinese alid policy to the Third tbrld,

The conclusion tries to present an overall view,
exanining in tura the economic and political impact of
Soviet economic relations with India, It emphasises the
rivalry between the USSR gné the USA gnd brings the study
upt date by showing how the Soviet offer of g Rs, 225-
crore credit to the new Janata Party Govezjmnent can de
explained in nothing bit simple competitive terms,

I take this opportunity to express my deep
sense of gratitude to Professor K,P, Misra of the Centre

for Internstional Politics and Organization, School of
International Studies, who constantly encourasged me in my
work and provided helpful suggestions, I am also grateful
to Prof., Jayashekbar of theCentre for Soviet and East
Furopean Studies, School of Internstional Studies, for
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his useful comments, Finally, I wish to thank the School
bf International Studies tfor giving me a fellowship which
engbled me to undertake this seudy.

Sowdoei. Kuman  Mepos b

SANTOSE MEHROTRA

. MBW DELBI -
THE Sth of JUNB 1977,



CHAPTIR I

i TRODUCTION

Properly defined "foreign eccnomic aid is the
transfer of capital and knowhow from one country to
another which is made on concessional terss, thst ig, on
tems more favouratle than those obtaining ~urrently in
world qapital and labour msrkets, "l So grants of freely
ccavertidble currency constitute aid in the full sense,
while loans contain only some elenents of afd, "id
components depend on the length of grace and maturity
periods gnd are marked by low interest rates, Private
foreign investments and short-term capital are excluded
fron the category of aid.z j

F It 15 important to begin with a atrict cefinition
of the concept of *'aid, It actually means different
thinecs to different peopl@ In the era of decolonisation
most activities by the rich nations of the sest bocame
wurspsct ua}.ess thoy could be presented as being in the
interest of the emergine states, It s not snrprising,
therefore, that whenever possible these activities were

labtelled as development aid, This happened for different

1 La, Pat:el, hetrossaect ana Prosp@ct of Foreign
414, Forefey Mp2.S.lum nryey. an

(Calcutta, 196R) pp. 107-108
2 Little, LM.b,, ana Clifford, &M, g%gg-
W (3eorze allen aflG Unwin, aCe) ,

P 13.



reasons, ususlly in order to improve the chances of appli-
cations for a governmentzl subsidy, [%éreover, the desifa
that the nationsl effort in development aid should contrast
favourably with that of other nationsg furthered s wide
1nferpretation of the concept, This is why in many govern
mental ald programmes development gid has zot interw

wined with military aid, political support, export pro-
motion and cultural propagands, Fven such vsried private
activities as missionary work, industrisl 1ﬁvestmant and
lending at commeréial ratesvof interest are being referred
to as "ald",

étrictly def ined, interaational development aid
1s cooperation with a foreign state with an object to
assisting that state in furthering its ecchomic prowth
and socisl progress,

Developuent ald 1s a concept bound up with the
starting point of modern growth economics,3 Development
ald may bave had its roots in earller policy and may scme-
times give the appearance of being 1its contlnuatfgéZ]

The efforts, for instance, uadertsken by coloniai powets
since the bdezinning of the present century to introduce

m T = Teygen. 19757, s Pe 17



Wastern ideas andé technolozy into their.eplonies, have
of ten been presented as preliminsries to development aid,
Apart from doubts whether this policy was founded on
nutual agreement with the population in the coloniesg, the
history of economic thought provas that $ts motive and
purpose must have dbeen different from those of development
ald, The idea that economic devslopment misht be depén-
- dent on humaa volition was totally re@ote from classical
econonic thinking, After torld #ar II, economic thought
radically broke with tradition, For instence, # ‘irthur
Lewis's Theory of Heconomic Orowth, published in 1955, no
longer describes a self-evident phenomenon, tut a goal
torApuman effort. This concept has dbecome the starting
‘poing of development economics, of which development ald
i1s an application, | |

WBSTERY AID O WEQ.COLO. IALISM?

Ideally speaking, development aid ought to mean
cooperation with 3 less developed couatry (LLO) to
assist its economic growth, However, 1t has been allegeé
'that tthe existence of aid can bde explsined only in terms

‘of an attempt to preserve the capitalist system in the



Th;rd World'.,? ald has been attacked as a concession by
the Western p_bwerb to enable them to continue‘their exX-
ploitation of the éemi»coloniel countries; it is similer
in 1ts effects tc refoms within cayitaltst'couhtries, in
the sause that the exploiting classes yieid a little' |

‘4 - Hayter, Teress, Add_ag Imperislism, Pelican,
1371, p. 9. Three of the princip':i, monetsry
agencies involved in western aid programmes,

the World Bank, the United Statesg azency for

. International f:evelopmentz (AID) and the In.
ternationsl lonetary Fund, ere bouad very
largely by conventionsl eccnomie wisdom sad
their prioritics sro quite different from the
human priorities which could be emdbodisd in an
ald programme, They are concerned with shorte.
term solvency and fingncial stability, no

. - matter if this mesas severe cutbacks dcmestic

. spending, Foor countries need to feed their

. bunzry and %;oviée the basis for furthber deve-

lopments, 1ese two sets of aims, as this
study of the world Bank at work in Latin #merica
shows, are dlametriecally opposed to each other,
The attempt by the #orld Bank to discouraze the
publication of this work, although the guthor
was commissioned to make the study by the Oveore
seas Development Institute, gzives some idea of
the explosive nsture of 1ts contents, There hav
been seversl other studies of Western gid which
have characterised forelgn eid as imperisliagnm
in a new gard (see Zeylstra, ibid,, pp. 70-20%

Y. B, Brown, m_'rk%nn%m.nf;kxwlum. Pengu {
1274, Shap, 115 C, K, Hinsman, WM
lhe ueglitl i4g, Penguin, 1971; Cheryl Payer,

The Debt Trap F and the ‘dhird torld
Pelicsn, 1974), foviet efforts at develom:mt
aid have not deen subjected to any large measure
to similar scrutiny dy acsdemics, although _

E bas, evar since the Jino.foviet
split, continued %o label foviet economic
relations with the Third world as constituting
fsoclal imperialism’,




so as to retain their essential interests, The decision
to offer 'official 3id' ensures that the governments of
the Third sorld countries will allow the uninterrupted
outflow of private profits and interests on pasﬁ debts,
44c may also help in propping up govermments by provide
ing some short-term solutions to their econounic a1t doul-
ties, /gain, aid mey help to bring about and preserve,
within the LiCs, a cless which depends on the continual
flov of sicd ane foreign private capital,

| Ald has several other drawbacks, For instance,
it can de used directly as a brite to ensure the imple-
mentation of measures which favour the donors; mostly

1t adds to the dedbt burden of the recipient countries,
and hence to thelr dependence, In a certain sense, a id
is nothinz more than a subsidy for multinationzl corporase
tiocns paid for by the tax-psyers of the donor countries,
A clear example is aid which 1s tied to exports from

the country providing it zoods which are financed by
tied 31d ere usually very much more expensive than those
which could be dought elsewhere, 2id may enhance the
overseas markéts for the products of the transnational
companies; and it can be used to secure the creatlon of
infrastructural facilities such as barbours, roads and
training institutions, to commit the poorer countries
resources to such projects, and thus to enatrle these

concerns to earn more profits,



Ad¢ can also be used to build;up soclo-economio
systems which sre duratle snc resist éay.fom of sgoclal
change, On occssions, itrprovision has been made condi.
tional on certain refomms be'ing adopted within Third
world countries, especially in taxation, educatién, even
lend reform, which, possidbly, will defusge potential
revolutionary situations, 2id can also be used to ensure,
by attaching specific conditions, the smoother function.
ing of the system,A and in this way make sure that debts
are repaid, that profits cen de remitted abroad and
' restrictions on imports can be removed,

In Latin America, says Teresa Hgyter, the
Internationsl agencies are in fact pursiineg policies which
distract attention from action to lmprove the conditions
of 1life of the majority of Latin Americans, They have
concentratea on offorts to achlieve financisl and monetary
gtability, But their stadbilisation programmes have

rarely beea successful, even in their own terms'; that is,
| prices have continued to rise, The more usual result
is recession and politicsl crisis so that thes goverument,
or its successor is forced tc jettison the stabilisation
programme, The internstional agencies have continued
to hold that such programmes could be suecessful if they
were pursued with more resolution and persistence, and
that financial stabilisation is an essential prerequisite
of growth and the establigshment of an equalitarian
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soclety, Objectives other than statilisstion have been
sacrificed with s certain amount of e@animity pending
the realisation of stabilisation, ané since statllisation
is hardly ever attainéd, governments wishing to pursue
other objectives must usually do o without the support
of the international agencies, uith feu exceptions,
stabilisation programmes supported by the international
sgencies huve resulteg in iow or zero rates of growth,

‘ A survey ol the policies of the various Nestern
donor countrieé by willem Guétaafkéeylstra (a Duteh
diplomat) and who is surely no Marxist shows that as a rule
either aldesiving is largely dependent on conslderstions

'whigh have little to do with the promotion of development,

or its priority as a compitment 1s low, OUnly a fevw
smaller donor countries such as the setherlencs and, in
recent years, Swaeden appear to combine a comparatively
high dezree of generosity with a similar degree of
sincerity,

As regards trade relations between the Third
sorld and the capitalist countries, 1t is well-¥nown
that the terms of tra«ue of the Third Wrlé vis-z-vis
the %estern countries hsve been deteriorating over the
years, particularly, ino the era of neo-colonialism,

The ( Singer-Prebisch) theories on the secular decline In
the terms of trade of primary against msnufactured soods

Ad¥® too wellelnown by nouw to be elgbtorated, This trend,



1t 1s usually recognised started around the last third
of the 19th century, It wss precisely arouad these
years that industries in advéncea capitalist countries
were developing iato moaopolies, Sinultane~usly, |
capital exports into the colonilal countries acquirss
gigaificant pnop‘ortionfs. It 45 ¢ifficult to ignore the
link between these 3 apparently disparate phenomens,

Qolbnialism in the old senge may be dead, but neo-
colonialism is not. .Through the fifties of the present
cenmry %o this day, barring a .fe‘w excepticnal years
and commodities, the secular trendé of worseaing terms of
trade for Third world primary goods has continued,

o In the light of the experience of the Third
 dorld with ald from, and trade with, the wast, it is
important to carefully consider and scrutianise the
objectives of Soviet aid snd trade wth the LDCs,

SOVIET BCOWOMIC R.LATIONS WITH Tii? T IRD WORLD

Historically, the first beginaings in economic
relations including trade beotveen the soclalist couantries

of Hastern HRirope and developing countries date back to

the 19203, The main principles of socizlist foreisn
econonic policy towards the developing world were
announced by the aoviet Union in the 20s and were then
implemented with some countries of the Middle and Far

Rast., The perioc of steady and intensive growith in



economic relations and trade between these two groups of
countries, however, really started in the m1d.1950s with
the coming into being of a large number of newly indepen-
aent developinz countries,

Objectives

The Soviets have had a host of ressons for under
taking economic reletions with the less developed coune
tries., Their motives are not any different from those
of gny large country,

1, One of the earliest stimuli for ‘oviet interest
in LbCs was the desire and nead to maintain traede relstions,
In some cases, these sreas possessed vital raw materials,
In the period immedjately after -orld war II, Soviet
Union depended heavily on the Last Furopean couatries for
natural resources - coal, 0il, uranius . and other commo-
dities, The technologically more advanced countries,

such as Jzechoslovakia and Fast Germany, slso supplied

the 2oviets with machinery, Gradually, the "oviets
developed trade relations with the non.’ommunist develope
inz countries as welly even here, ald anc diplomatie
activity was preceded by trade, Throush such trade, the
ifussians vere gble to oblain rubter, cotton, su~ar, cocoa,
ané coffee,

The Rassians had other reasons for promoting

trade, 5y the late 1950's, the export sice of trade
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became almost as important tc the ussians and their
Eagt Eizropean allies as the import side, As Rastern
Barope passed throuzh the initial agony of mdustrislisaiion,
1t found that much of its industriel capscity had deen
over-developed in terms of basic beavy industry snd
unsophisticated consumer goods, After a time, many
markets in Castera Turope and the U-SR had become
saturated, when trade relations with China were dragtie.
cally curteiled in 1980, the problem became especially
serious, for China had been a major market for such
products, Since the goods affected were not readily
salable in the more advanced couatries of the West, 1t
bevca;ne necessary to cultivate the markets of the developw
ing &untries. |

Hovever, most of the LD3s continued to rely on
the 4est for merchsadise and machinery. In some cases, |
the Sviet Union and fast "urope were gble %o reach such
markets by enterine into all-encompassing barter sgree-
ments, This method was successful in the case of coun-
tries where the price of their primary export commodities
had dropped, here there were no bilateral barter arrangeé.
ments, it became difficult for soclalist countries to
penetrate the markets which had been monopcliséd }by
capitalist countries, ‘here was one other way in which
local businessmen in the LDCs could de drawa or enticed
away from the habit of tradinz with the uest, This was
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through the use of credit or the inducement of repsyment
in soft currency. Hence, for the Soviet Ualon and 1ts
allles, aid became 8 very important method of displacing
western goods from their Qell entrenched markets, In
1p€5+66, the Ruissisns degan openly to pronounce the
imperiélist position that foreign ald should be used to
stinulate the flow of raw materials to the Soviet Union,
- Articles in Yoporosy © Kopomiki of iovember 1965,
i“ebrualz-y 1966, and fpril 1066, argd.ed that Rissisn aid
should be directed so that it encourszed the flow of tin,
éoppei, zine, sluminium, oil, rubdber, iron ore andé cotton |
to the Soviet Union, '

2. Perhaps the most important consicderation under.
lyine Soviet actions is one of political self-interest,®
In faet 1t may be said that ell “oviet economic relations

with the Third world are subservient to overall political
‘aims.

In evaluating the motives of any denor country,
it would be an oversimplification to assert thet a

cortain decision was made only for economie, political

5 U, L Goldman, foylel oreien 04 (New York,
1967, p. 187,

See also A Eatar, jn%&_g
ons wi the U8R - Paate
11;

Jagla (Deml ) 3 b.day &P trodnction”
.&m___m.elo.x'mﬁn&. Ypecial Issue on conomic

Helationes Petueen the xo'-ialist Jountries and
the Third torls, Vol, 3, o, 5 (1975),
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or humanitarian reasons, There are mixed motives behind
every action, 1t is also true, however, that the USRR'S
relations with its satellites uatil 1956 were governsd by
the detersination to promote Sovtet'hational interests and
'to‘take as much out of Fastern ihrope as possible by way
_of war reparations. My other eonsiaeration was pertpbe.
ral, Stalin wss convinced that the cause of world
commut fsm coula best be»furtbered by recohstructing and
consolidating the new sﬁrength.of the U<k and by maine
taining a strong g2rip over Ebs:ern furope snd Chins,

In the pid-1950s, the fi6ld of HKast.West
contention shifted to the Third Wwrld, and the Russians
dezan challenz ing the influence of the US and its «est
furopesn alldes there;ppb. As a challenger of the
status qo, the usslsns had to sdopt a nuch more generous
policy than was necessary in PRastern furope, Hvery-
where the Russisns abetted anti.colouial feeline s and
the creation of sovereign states, It was hoped that one
day these governments would go Hed - the ozl foreseen
by Lenin and others who érgued that the road to london
and Paris lay throush Asia gnd Africa,  "oviet trade and
ald would possidbly lead to this result ultimately,

It was soon realised, however, that furthering
fussian astional prestige sometine¢ came in eonflict.with
the long-range gbal of spréading international commqnism.

To the extent that “oviet foreisn aid é16 in fact
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facilitate the industrialisation of poor countries, and
to the extent that these countries dbecsme economically
vistle, a Communist revolution became less likely,

Jhile the -Agwan dam drought worlawide acclaim for the
foviet Union, there was no satisfactory answer for those
who asked what, 1f anythior, the millions of roubles
spent on the dam had done for the Jommunist é;ovenmt in
teypte Qich questions dbecame awfully embarrassinz when
dasser jailed some members of the !zyptian ommuaist
Party, Above all, such actions by ald recipients droucght
into focus the conflict tetween the nstional self-interest
of the ‘foviet government and its commitment to revolution,
This was especially disturbing to those in the Communist
movement who resented the fact that the .usslans vsually
subordinated the international movenent o purely national
aims, Thus, in Latin 4merica, the Soviets granted off1-
cisl diplomastic recoganition to Rduardo frei's covernment
in Chile at the same time that Fldel Csstro was celling
for a revolt in the country, These asctivities also

upset the Jhinese, who selzed upon such dilemmas %o
entsrress and stlack the iussians,

As the rift between China and the ‘oviet Unijon
erew, foreizn aid was usec for a new political purpose:
both socialist glants used it to increage their national
prestize at the other's expease., Although both were

rtill aaxious to outdo the NATU countries, they were
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of ten ‘more coucerned about competing with each other, 4.
climax of this competition occurred prioé to- the 'canéelg'
lation of the second Bandung Jonference in Algeris,
scheduled for June 1965, & comparison of the a&/':occommita
nents of both countries for the moaths preceding this
'mesting indicates how auch 1ike a poker game the foreizn
aid negotistions had decome, Seversl offers of longe
term loans were given in the hope that the donor would
thereby gain support for either the inclusion or the
exclusion oi the %viets at the forthecoming conference,
These oreaits vere ususlly met by counterbids from the
other country, #aé in all this, neither the Chinese

nor the Russians secmed to be actively interested in the
furtherance of inﬁernetional comnunisms behing the ideo-
lorical camouflage 1t was essentislly a question of foviet
nationsl interest versus Chincge national jinterest,

3. For some Aissians, the prime motivation for
granting aié for the development of a poorer country 1s
s humanitsrian one, Moreover, it 1s the e_onvicytion. of
the Fussisns, end rightly so, that the countries in
sfrica, Asla, sné Latin America are poor tocay largely
because of their exploitation by tke inperialist «est,
Therefore, the Ruissiang feel they have zn oblizstion

as communists and husan-beings to encourage the induse

trislisation of thesge areas,
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The fussisns felt the same way about Chins until
the late< 1950's, China too had been plundered by the
imperialists - mclnding Czarist tussias, 435 a i‘es\zlt,
the Russlansg made a sincere effor? in the early 1050's
to provide economic ald, In terms of present Aussisn
capsbilities, Soviet aid to Ching may not seem to be so
- generous, Hovever, in relaztion to Soviet potential at
the time, it wacs a major effort sud undoubtedly reflected
russian cﬁmpa'sslon for the poverty of China, ©

Features

'i‘hev USSR emerged as an ad-giving country only
after the Usozt\z%d learnt from the initial resctions of
_'devélobing countries to the US aid progremme and its pro-
gremme was tailored accordingly, The chief character-
istics of the Soviet economic cooperation ares?

1, Bgphasis on 'equality' between partners, The
LDCs were very touchy adbout inferior Stams. The Soviets

therefore stressed tho fact that 1t was a3 psvrtnership

6 Since the Cultural Revolution, Chinese have
begun to criticise Soviet economic ald in the
early 50's as another form of imperialism,
See D, Ray, "Chinese Perceptions of Soclal
Imperislism”, & 1
Studdes (Spring 1975),

7 - Datar, a, 5, pp. 10-12,
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nbetween equa1é. One result of this was that they offered
not 'humiliaﬁing;ébarity, f.e, srants, tut businesslike
eredlts, Specifically the "Fasic pringciples of the in-
ternational socialist division of latour®, jointly pre- -
parad by the member countries of the louncil of *utual
eonomic Assigtence (CMEA), states 1n this respect that
"the world socisllst system actively iacili®ste~ consoli-
datlon of the priaciples of sovereiznty esna squality,
mutual benefit and friendship amons natfons in inter-
'national ecouomic relations, fxpansioa of economic co-
oparation of soclalist stetes with Asian, *fricsn and
Latin fmerican countries, based on these principles, is
an important factor in promotinz the independent economic

and political progress of young national gtates, "°

In economic cooperation the; founa s mewns of {inding
markets for their m.chinery snd equipment and obtaining
rav materials from developins countries, Ihe ressons
for .this are partly economic necessity and partly
political expediency, The main attraction of the Fast
uropean credits for developing countries was that the

former were willing to accept repayment in kind, FRast
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&xmpean countries were far ahead of others in recognisian
the need for linking trade and aid policies,

3.
davelopine cquntries. The UESR scored a propasranda
victory by underlining the fact that it offered no advice -

politicsl or economic - regarding devedopment strategy.
priorities and policies, 4t a conference in Dar-es-Salnam,
'a Soviet acadenicisn sald, "The cooperafzion between the
focialicst ané the liberated countrlios is a vivid demonse
tration of the fact that the countries of the capitelist
econoaic system and the socizlist countries cannot only
live 1n peace, but can develop excellent tusiness rela-
tions, 'O
4. Ado with no strings.attached, This argument
was aimed at ‘merican reluctance to zive gid to non-
augnad countries or countries frienély to the US‘;:{.
| Thus, ¥artynov says, "“ihen the soclalist countries grant
ailc to the liberated cduntries, they never oblect to
those countries accepting credits from the 'a‘eétem_
‘countries, " ‘

5 811 TFast Huropean aid wag tied to projects and..

V, A, Martyncv, "Soviet 'conomic rid to wewly
Liberated «oun..ries" in Prodlens of Foreien
Adg, Proceedings of Ehe Conferenco on Public
Policy sponsored by the University of Tast
Africa (lPar-es-Salsam, 1964),

1)



the public sector dndustriss. Since one of the aims of

~ Soviet policy 1is to refuce Western economic domination,

it is natural that their credits should bo aimed at

challeng ing the monopoly of Uestern finns.II

- 10

11

Afc can be either for individual projects or for
overall grogrammes. The project approach tskes a
single plant or unit of investnment as the dasis for
provision of ald and loans sre-provided for the
imports and other needs of individusl projects, The
advantage of this fom is thst prolects can be
carefully grepared and planned, Prosramme aié on
the other hand, takes the econocmy ss e whole and
the need of ex%erﬁal resources for achleving speci-
fic development goals. FExternal ald is accepted
not for disparate projects dut for the whole pror.
romme with its many projects which are subservient
to the whole programme,

The chief demerit of project gid 1s that §t does not
recognise that a development progr-mme or plen is
more than 2 1ist of discrete projects, The effi.
clency of any one projsct is a function of the
country's entire investmeat programme, In practice,
project aid has concentrated on infrastructure

pro jects while programme aild has gone into agricule.
ture, education, small-scale industry sund adminise
trative services, DBetween the twc, there can de

no question of choice, Each spprozch has its place
in a development plan, The Soviet aid to India is
largely for projects, uwhen zuthorisations are made
they are made for a vwhole prosramme like the Five
Year Plans, In the course of a plan, detailed pro.
Ject allocations are made snd dishursed,

In a policy pamphlet produced dy the Soviet economic
missfon to the United iations the same point is made,
that the Soviet Union contributes to liberstion from
economic domination by snpport&ng industrial develop-

04l




’ ' ol agopomy. The investments have in
fact been concentrated in (1) developnent of néwral

resources such as coal and oil; (n) the settmg up of
'mfrastmctural profects, e.g. dams, powver station,
transport and communications networksy and (111) the
building of industrisl compllexes for the production of
steel, base metals and chemicals, Such a concentration on
basic industrial projects "produces a multiple effect on
" several sectors at once and in the long run leads to a
more balsnced economic development”, It enadbles, for
exsmple, India, the UAR, Syria, flgeris, Afghsaistsn,
and certain other countries to solve major national eco-
nomic 'probleu's. In tbis senge, the Russians have a knack
for the spectacular, Their majlor impact projects not
only excite the imagination, but rgsult in productive _énd
‘visidble monuments, | |

8. Stability is becoming a characteristic festure
of economic relations batween the soclalist countries and
the Third wrld, The Bast 2aropean countries were the |
first to adopt the practice of annocuncing credits well in
advance of the plan, thus facilitating the integration oif
external and domestic resources, An ever greater part
of trade too 1s on 2 longe-tem basls, The payments

agreements are now usually concluded for a period of



‘three to five years,

B. The main cooperation agreements are usually . )
effacted on the boseis of bilateral inter-gtate acree.

nents. 12 "This mekes 1t possitle to coordinate not

only the current, dbut also the longeters national econow ~.
‘mic plans of each partner ori. a secure foundation; this

" ‘belps reduce obstacles and facilitates the exchance of
goods and services within the framework of the cooperse
_tion agreement (for example, tariffs, @otas, import
licensing srrangements, ete,). Inter-state agreements

are partieularly dmportant in a perioé wben the pattera

of & backward econcmy is being changed because the

.- operation of thege agremq‘nts exerts a regulatihg infiluence

12 414 can be bilateral or multilateral, If the
ald agreement is entered into dy 2 countries, it
is bilateral, If the aild flows through multi.
lateral agencles like the torld Bank and IDA,
it 1s multilsteral, There are several reasons
why donors prefer bilsteral sid, Firstly, almost
all bilateral aid 1s tied to donor's national
exports which ensure that commercial fringe
benef its of aid come back to the donor itself,

~ Secondly, in bilsteral aid the donor retains
some operational control of aid which is not
possidble under multilsteral aid, Thirdly,
since there 1s direct contact with the reci.
pient, whatever is done on that-gccord would
boost the natlional image, On the other hand,
by accepting dilateral sid, thg recipient is
-often prevented from tuyinz its imports in
the cheapest market, Hence, the recipients
often prefer multilateral aid to bdilateral
aid, Besides, accepting bilatersl aid eould
maean inviting political interference,
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on the process of change, "1.3

The Record

It shouléd aot mrprise us that the developed
gocialist countrlea of Eastern Murope should give assis..»

tance to poor socialist countries such as Cuda, Mongolia,

. North Vietnam and North Korea, what 1s surprisine is

that the socialist countries heve sided the development
process in the poor capitalist eountriea. - In fact, the
past tw decades have witnessed an astoundmg growth in

" (e Tablet, /\r;umd-x‘i)
trade between them/ The total value of trade, n current

prices, between East Riropean countries, including the |

,Ussﬁ, ané the developinz marketeeconomy countries, ine
~creased very rapidly from £ 390 million in 1952 to

DISS
337.54047
M4745 |n

A 6,372 million in 1972,  much so that, during the
1960s, the developing economies accounted for 40 per cent
of Rastern Ruropean trade with the non-socialist world, 15

13 See a study prepared for UXCTAL by the Moscow
Institute of Fconomics of the abrld %ciaust

Srisst, Tof By 3587 e, 1, hew ¥°ﬂ<» 1970,

14 Calculated from the m}.xmmx_nummmmL
drads Statistics, It 1s interesting that Rast Turopean

trade with the less developed socialist countries

incraased at a much slower rate than trade with the

poor capitalist countries, The turn over of that

; ~ trade increased from a little less 'han S 1,50
BRI LI ) '
TH22

million in 1952 to approximately / 3,500 milidon 1n
1972, This is partly because of the’ sharp contrsce
tion 4in trade dbetween the USTR gnd China, after
the "1no-é.ovist Split

?nial.an : Sy A ot by e NCTID.
scretarist, 2 xenava, 20 January, 197°), p.1l,

Yuw-93
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It may be pointed out that the socialist bloc
trade has been evenly distributéd across the three
continents of the Third Wrld, For example, in 1970,
Asia accounted for 40 per cent of the trade mmbver»

. vhile Mrica and lLatin America gccounted for 30 per cent
each, 16 uithin thess continents, hovever, trade as well
“as economic relations have been Girected tovards & limited
nunber of naticns, The important trading partners of the
socialist dbloc in the Third %\bz;ld have beent Argentina
and Brazil in Letin America; Afghanistan, India, Iran,
iraq, Malaysia, Pakistan and Sri lanka in AsiaA; Algeria,
Egypt, Ghana, 2udan, and Tanzania m AMfrica, Collec |
' ‘-,tlveliy, thege countries were responsidle for a little
-more than 70 per cent of soclaldst trade with the Third
: World, during the decads. .tbat ended in 1_976. . fmong them
Indis 'and Bgypt were of gie;‘test importance, |
The esonomic aid given by the soclalist world
to the poor capitalist countries has algo been concen-
trated in s similar manner, In fact, the 3id has been
offered to even fewer natlons. Over the period 1954-
19072, the fifteen principal reeipxents of aid, listed
‘in Table (ZZ ac;ohggge)ad for 83 per cent of the total
funds committed by the socialdst countries to the Ule
derdeveloped capitalist worldy Wypt and India received

16 bid., p. 21,
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29 per ceﬁtﬁbf the total, The USSR was the principal -
donor respousible for 52 per cent of all comnitments, w!.l,iig |
the other Fast firopean countries contributed another B
32 per cent, 17 The rest 1o accounted for by Chinese aid
" which has become important only in resent yesrs and has
largely been extended to African countries South of
Sahara,

Soclalist aid is not very large particularly
vhen compared with the total foreign sid received dy the
. ‘Third ’{«brld. However, since only a small number of
countries have received aid, it might be quantitatively
: ‘g-x;gt.iificant in those countries, An obvious example is
sé'vioti assistance to Rgypt, 18

Economic cooperation betééen the soclalist
countries and the Third #World has deen mostly within
framework of bilateral agreements, a framework which 1s
‘rather different from the normal modus operandd of inter-
,naﬁtonal trade, The principal characteristics of such
: én arrangesent between a soclalist country ané s poor
capitalist country are as followss ,

1, The agreement lays down the objectives of
economic cooperation for both partaers andé attempts

17 Caleulated from [l Statistical Yearbook(1973).
18 Ses Robert Mabro, "Eypt's Economic Relations
with the Soclalist Countries", lbrld pPevelope

asnt (May, 1975).
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;_t'o set up planned needs as precisely as po'sa‘ible‘.'

2 - Trade balances outstandmg at the end of caoh
period are settled in oxporta ané imports of mutually
agreed products or in Mconvertible currency,

'8, - Add as well as debt repayments are automtically.' .
converted into trade flows credite extended to the poor
country, for .mstance, can be repaid in the inccnv-ertibl'e'
doneséic'wrrency, traditional exports or the ocutput ‘of f
éid-financgd projects,

4, As far a'_s'poaalblo, all tfansactiohs are carried
out in temms of world prices, except that bilateral
agreements seek to eliminate short-temm fluctuations,

This exanple of a bilateral sgreecment mey be

‘typleal, but 1t is not universal, ihen trade is conducted

- in temms of hardk convertible currency, trade with the |

goclalist countries is not different from the usual in.

‘ternationsl exchange of commodities,

| ~ Given the wide range of countries and the
diversity of experience, generalizations regarding Soviet
economic relations with LICs are obviously diffioult.
But certain themes do emerge, The socialist eonntries
largely bought primary products and raw materials in
exchange for manufactured goods, Until as Iat'fa'éls

1970, more than 75 ber» cent of fast Muropean exports to
the less developed capitalist economies were constituted

by manufactured goods, whereas primary products and raw
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materials accounted for more than 70 per cent of Third
World exports to the socialist bloc.l® Tis was despite
their professed aims of forging & hew socislist intere
- natlonal division of labour, The soclalist states adnit
' that "the most intricde problem is thst of finding cone
crete ways to eliminate the asdverse consequénces for deve=
loping countries resulting f;"om the intemstional division
of labour which was shaped as far back as the 19th cm;
tury, "20 Admittedly, patterns of production snd trade
that have evolved in the poor countries over the centuries -
cannot have been altered so soon, However, the transition
to an internationsl socislist division of labour elearly
03_115 for s more sincere effort towards diversification,
"i'be ald was freqently a packege offer that
related to key infrastructursl projects, which might hsve
been difficult to finance from slternative sources, Yet
another advsntage derived by the LLCs from their relation.
"~ ship with the Bagt Ruropean éou‘ntrieé was that 1t improved

19

UNCTAD Secrt
1972, pe 9

riat, / B/410 (t,eva ’ aus': 23,

20 - Study prepared by Woscow Institute of
Economics, op. cit., pe 10.
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their bargaining position_vi’aéa-vis the Western countries, a1
This may have been because the soclialist countries were
an alternative source of technology, imports or finance
and an altemative outlet for ;'he traditional exports of
“the poor eount—;ries.

~ There have been a few attempts by scholars to
scrutinise the charge thst Soviet economic relations with
Bast Turopean and Third «brld countries conqtltute 'social
- imperialism?, 22 diagnosa Soviet foreign policy as

 imperialist in a Mardst sense 1t would be necessary to

‘suppose some similar features of Soviet economic struce.
ture corresponding to those of capitalist economic struc-
tures, It 1s true that the rate of accumulation 1n the
Soviet Union oould not have boen achieved, if the work-
ing population, and certainly the agricultural populstion,
had deen gware of the propéptlon of their current labpui' '
time that was being taken from them to invest in the

. future through the relative prices and wages that were
being ceatrally fixed, It is, in large part, this con.
ceal ing of relative non-monéta_ry vaines in commodity ,_T
exchanges betwean the Soviet Union, memders of the Soviet
bloc, ané other underdeveloped countries that has led ®
the accusation of *oviet mperialismf.aa This might

21 Special issue of Am.l’.ﬁ%ﬂm‘ op. cit,, see
articles by P, Chaudhri, Dasgupta, and &, *Mabro,

22 See Brown, n, 5., Chap, 12 (Soviet Economic
Imperialian?) .

28 A, Zaubermann, &WW
af Eashern iurope (1955),
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appear to be very slﬁuar to the exploitation of under-
devéloped countries by owners of capital in the déveloped
countries of the céptteltst wrld, Indeed, there is a
widcly held view, especially by Western analysts, that
the Soviet and capitslist systems are conversing,2* This
4dea of converging systems could mean that the increase .
of state planning in capitalist economies makes them i’esé
dependent on exploitation, especislly exploitation of
_ other countries, and that the increased role of the
'n‘ax"kef. in the Soviet system makes it more lisble to deve-
lop exploitative relations, N

’ We may dwell in brief apon the unequal distribu-
tion of gains in trade relations between the USSR and

pp. 34-9,

There 8s little evidence, however, asserts M, B,
Brown, that in the Soviet system the central plan
could te sudbordingted to the working of marke
relations without msssive resistance from the
state bureaucracles; eqally, the sudbordination
of the market to a central 1an $n the capitalist
countries could not de achieved without fierce
resistance from the owners of capital,

Recently there has dbeen g growing volume of
Marxist literature vhich sees devclopments in
the Soviet Unlon, particularly after Khruschev,
as essentially mak.'mg a reversgion to capitalism.
Most prominently there is Charles Eettelhein's

recent dook the US8
W ?ionthly Rﬁview Presq Umﬁ)
Restoration of Cap 14157 g ne USSH f) Mar
N3cola (Cbicago 1975); ané Has R
c--.._s{‘*_o -t ] he fovie n$on ong bha ‘

Me ar.the vorld Struszale (Hevolutionary Union,
19 74).
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the Third iorld,? In this connection éeygtal aspects'
'. are -'relevabts (a) -the terms of trade betw@on the USSR
and the Third ibrld; (b) the pheaomenon of switch tradingj
- (0) trisngular trading by the USSRy and (4) certain

other pheaomena, |
(a) The terms of trade in Egst-South trado has
long deen 3 sudbject of controversy, As early as in
1964, addressing the Afro-Aisian Reonomic Seminar in
Aigiira’, Ch_o Guerara potdted~6ut' that in so far as the
* socialist countries’ trade with the underdeveloped couna
tries at the "world market" prices set by the imperislist -
monopolies wss concerned, the soclalist countries ex-
ploited the underdeveloped onies through unegual exchange
fo less than the cepitalist ones did, There have slso
been charges from some @arters in the Jest, in _the LDCs
themselves, and recently (and very insistently) by the
| ~Chinese that the Rast Wuropean countries charge prices
ti{at are higher and pay pﬂces that are lower than those

going on the "world market™,

"puthors like J,fi, Carter, J, Eerliner,

¥, Goldman, Vassil Vassiley end lurt
Muller have charged that the Soviet Union
gsells 1its commodities to the davelbpmg .

25 Ne K, Chandra “USSR and the ‘rhird Yorld s Uneal
; ‘ Distribution of Gains", M
Jeskly, February 1977, innual Aumber.



countries at 15 to 20 per cent bisher than
the world priees agd that 1t purchseé
mostly primary commodities from develope
ing countries at a rate 15 to 20 per cent
lower than world prices,... Our analysis of
the data forces us to oon.clndez that Indis -
éold dear to and hought chesp from the Soviet
Unfon, In the trade with the Soviet Union;
India has deen a neﬁ gainer, Similar cone
clusions have been reached by J. iBhagwati
and Padma Desai, the National Council of

Applied Economic Research, znd Dhamm
~ Narain, n26

Dr Chandra does not dispute the findings of
Indian and other scholars who worked on éifféren_t Third
World countries, He concedes that from an analysis of
the respective national statistics it cannot be contended
thst the Third Wrld*s tems of trade with the USSR are
any worse than those with the West, On the whole, the
Third World's net gain In this respect would bdbe adout
§ to 10 per cent, Turther, since the Soviet internal
market itself agbsordbs the lion's share of Third trld
exports to the USSR, this is beneficisl for the

26 M. GSebastian, K . deakly,
Decemder 1, 1973.
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Third wrld, In the absence of such Soviet 1mpor,ts‘,.
there could have dbeen a grester seramble anong the su.pp‘liers
for the linited capitaust wrld market for Third Wrld
products, This, however, ;s not the whole story,

hile the USSR paid decent prices for imports,
it gained much more in the process through the relstive
overpricing of ,cx.ports. These prices were on the whole
much above those it realised from the West, The author
arrives at this conclusion 5fter surveying past studies
on the tems of trade betwsen the Third World and USSR,Z7
ahbd reviewing the existing literature on the terms of trade
among the CMEA partners with g view to gaining an insight
into the Soviet methoas of price fixation in foreign
trado.es .Smce Soviet exports to the Third torld have
gonsisted mainly (roughly two-thirds in 1971.73 and
one-half in 1974) of machinery, and since the USSR managed |
to get a price hike of snything between one«third and
tw-thirds as compsred to the prices 1t odtained in .
the west,ag the Soviet Union enjoyed sudstsntial net gsins
fn its overall exports to the Third lorld, Tor the years
under consideration (1971 to 1974) these gains «aﬁ
percentages of total exports ranged between § and %,

27 Chandra, n. 25, ppe 355=7,
og Ibid,, pp. 350-65,
.% Ibido ’ Pe 3610
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These perceniago gains are-gﬁh_ﬂicantly above those
derived by the Third %x'lé countries in their expofts to
the USSR, It is dbecause of this asymmetry that we call
1t a case of unequal distridution of gains,
(b N -.Ea’s-,t Qzéo':}oan countries have of ten resocld to
the West somé of the Third World goods obdbtained under
bilateral agreements, Goldman has mwtionéd the case
of cashew nuts, The Soviet Union had beccme dy 1964
the second largest importer of cashew-nuts from India,
but did not seem to consume much domestically, .Most"’bf |
it apparently was resold in the Western cozintries. N e
‘same point bas been made by ‘mbezaoksr for the more:
- receat past,®l Accoraing to Goldman, cther Third Yorld
| gbodi’redivorted by the USSR were cotton from Blgypt,. rice
from Burma and sugar from Cuba, Since all such transace
tions h'ave to be carried out without the Imowledze of the
producmg' mtrios, s great deal of secrecy ﬁ.g maintained
and it 1s‘n6t easy to unravel the extent of such
elandesch operations,

Another study statess "Using the specisl rola-
.' tionship gained by the Soviet Ixfaq ‘friendship treaty’

31 N, mbegaokar "India's Trade with Fast Fhropean
Countries - Trends and Problems®,
Indda Rilletin (EBoubay), (March, '1973),
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and its position as the major ams merchank, the Soviet.
Union wes able to buy in December'1973, & Quantity of

ol for & million pounas, Bven before 1t was deldvered,
the seme 04l had been sold to west Gemany for 18 million
pounds, 4gain, Afghanistan has been selling gas to the
USSR at the rate of 19,56 cent (US) per 1,000 oft, in

1970, fuch switchetrading is indulged in whenever there
is an occasion for profit, wheat, bought from the

US at £ 1,65 & vbushevl was later resoid' to 1taly at

A 4.77 a tushel, ©2 |

(¢) Soviet data reveals that for a number of
commodities the Soviet Union indulged in triangular trade,
usually at a considerable profit to it, The USSR dought
certain commodities rather cheap from the Third Yrld

ané sold the same type (not necessarily thé same consign-
ment) to Western countries at a higher price, It is

quite conceivable thet the Sovist Unicn sold some
domestic products whereas similar pgoods were also imported,
Quch deals would still deprive the Thira %brld; for, in

32 cPl.ML, "Soviet Socisl Imperizlism in India",
A CPLIL Publication, Aeproduced by Indian = -
People's assoclation in dorth imerica ( IPANA),
westmount, Quedbec, Canads, 1976, The source
of information for the oil deal is sn undated
$ssue of the Guardlan (How York); the dats on
gas are taken from 3 (Fombay),
duly 12, 1974 and on wheat from :
Iimes, §eptember 12, 1873,
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the absence of foviet intervention the latter mizht have
" struck a similar deal with some Western country,

The 1ist of commodities given balow 1s far trom
exbaustive:33

1. datural Oas, In 1971, the USER imparted 8,136 million
cubic metres (m®) from Iran and Afghanistsn at an average
price of 5,9 roudles per n3 and exported to Austris
1,428 million m3 @ 12,85 roubles per oS, For the same
_group of countries the tmbofts in 1972 stood at 11,046
million mS @ 6,0 roudbles per m® end exports at 1,633
millfon m3 @ 11,6 roudbles per n3, In 1973 the correse

| ponding {mport figures were 11,414 nillfon ma @ 7,4
roubles per m3 and for exports, 1,622 million m3 @ 11,0
roudles per 5, kh 1974, the imports stood at 11,941
million m3 @ 12,7 roudbles per m3 and exports to Mstria
at 2,106 million m3 @ 13,6 roudles per m3, & new client,
Italy wss sold 790 million m3 @ only 7,8 roubdles per

a3

2, Pig Iron, Between 1972 and 1974 USSR imported from
India 98,000, 303,800 and 62,800 tonnes respectively at
prices of 36,6, 36,6 and 30,5 roubles per tonne, Txports

33 The source of information 1s the Soviet
official pudblication, Ypeshndala Jorsovida
for different years, '
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to the Third Wrld as whole, including Pakistan, Turkey
- and Rgypt saounted over the same yesrs to 115,700,

- 18,000 and 65,700 tonnes at 56,1, 50,9 and 137,8 roubles
per tonne,

3, Sheel ‘heets, Over the years 1971 to 1974 the USSR
imported 53,800, 77,300, 63,800 and 29,400 tonnes from
Egypt at 118, 118, 109 and 135 roubles per tonne rese
pectively, Soviet expo‘rts to Third Worlé countries like
India, Iran and Syris tz&talled for the same years 80;R00,
93,400, 55,600, and 42,800 tonnes at 134, 123, 157, and
171 roudbles per tonne respectively, 1 small quantity of
6,000 tonnes was also exported dack to Epypt at the

" rather low pr;ce'of 90 roubles per tonne in 1973,

4, gGemsnl, mall quantities (27,000 snd 33,000 tonnes)
vere imported st 11,5 and 18,8 roudles per tonne in 1973
and 1974 reébeetively. Exports of much larger quantities
veré made to Algeris and Iran at the corresponding prices
of 14,4 and 33,4 roudbles per tonne, Clearly, the USSR
made a trading profit at the expense of Afghanistan,

§..Jobacoo, omagufactured. In 1971 end 1972 the USSR
exported to the Western countries 1,403 and 637 tonnes

“at 1,846 and 2,267 roubles per toune, Durinz the sane
years much bigzger quantities were imported from India
ét 945 and 1,001 roudles per tounne respectively, In
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1973 and 1974 large quantities were purchased from India,
Turkey and Syria; small amounts were sold to Switzerland
at a profit of 10 per. cent,

6. Almopnds., Sizable @uantities were purchased from 'I'ran“
and Afghanistan at average prices of 996, 1,329, 1,433
and 1,687 roubles per tonne in the years 1971 to 1974,
Sales to West Germany emounted to 685, 122, 364 and 24
tonnes at the rate of 1,285, 1,615, 1,835 and 2,500
roub]_,es.pger tonne,

7. Black Cavigr., Although this commodity is known to
be an exclusively Rissian epeélslity, Iran also 1s an
‘.im;portant producer, In 1973 and 1974 theSoviet Unfon
imported 81 gnd 84 tonnes respectively from Iran at
~ 35 and 35 roubles per kg,, while it sold 67 and 70 |
toanes afz 57 snd 56 roudbles per i@. to many Western coufli- |
tries like the U&, UK, West Germeny, France,- ete,

As regarcs tea and raw cotton there is no
- evidence of profitesiing, but the USSR seems to have
made. its way into Westera or Third world markets in a
bigger way than was Justified by its own rescurce posi-
tion, »‘I‘he ﬁoviet foreign trade in these commodities may
have led to a certain diversion of Third world exports
~ to the USSR from the West or other Third iwrld markets,
In a few items (rice and jte packing cloth) with rela-
tively small transzctions of a trisngular nature, the
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USSR appears to have lost in the bargain,

e bave only eoyered a small nu'mber of possible
cases, On 'the whole; though the oviet Uni‘on inay have
made very hendsome profits in some of the Geals, these
étnl do not amount %o any significsnt proportion of the
total trade between the USSR and the Third orld, Fow

~ever, the Third World countries need to maintain vigi-
lance on a collective basis to ensure that their exports
to Bast Marope are not Givereéd to convertidle currency
areas, ' _
(4) On the one hand, the soclallst sountries observe
that *the causes of the continuing economic dbsckwardness
. 0f developing countries sre: the existing structure of
. international economic relations in the capitalist
wystem, based on an obsolete and irratiohal division
of ladour...." a8 they say in a "Declaration" directed
at the iD0s at the UACTAL 1II Conference in Santiago
in 1972, On the other hsnd, it was observed that at
the same Conference t_.h’e Rast Miropesn countries in fact
lined up In debate and in vote - unless.they abstained’ -
on the most crucial issues dehind the developed capitalist
| countries, At the variéus internationgl conferencesfor
the n'egouation of international laws to govern the
exploitation of the oceans snd thedr sea-beés, the co-
incidence of economic interests between the USSR, the
Uss, %'iest‘Gem'aﬁy, etc, has alsoc made them willling allles
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sgainst fhe demands for protection pressed by the under
develoééq countries, At the recent UNCTAD Iv Conrerencé
in ﬁairébi in 1976, despite Indian Prime Minister Indira
~Gaadb1's enthusiastic expression of approciation for

- Soviet support for the Third wrld [ Japsn's Chief
Delegate to UNCTD IV, Toshio./ Kimura was struck by the
gap botvw’aen‘ Moscow's words and its actions, The Soviet
Union and the Bast Rirope dloc (the "D Gtoup“‘) expressed
great sympathy for the less developed countries, dut
their attitude did not differ from that of the B Group

{ the developed countries) on specific matters méh as

the common fund and accumulated dedbts,”* Thege were

the tw principal points of contention between the
capitalist dovoloped and underdeveloped countries, in
which the latter demgnded a common fund to finanée and
stockpile raw materials and a moratorium on gsccumulated
dedt, both of which the US, West Germany - and the USSR -
refused to accept, Again, during the 31st session
(1976-77) of the General Assemdly of the United Natlons,
the USSR and the Western countries voted together on such
vital reablu-tipns as ons 1, The Debt Problems of Develop.
4ing Countries (Resolution o, A/31/143 2, Industrial
Redeployment in favour of developing countriesy and

3, Ways and Means of Accelerating Transfer of Real

"~ Resources to Developing Countries on s predichble, assured
and continuous basia..
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Beonomic interests make strange political ded.
fellows and so do political and strategic interests,
Reviewing and introducing the studles on “sconomic relge-
tions between the soclalist countries and the Third
Yorld®, Deepgk Nayyar suggests that "it gppears that
political factors were rather important determinants'of
the relationship between soclalist countries and the less deve-
Lobed capitalist wrld, Interestingly enough, economic
ideology and political developments within the poor coun-
tries had 1ittle to do with the relationship, Inter-
national political developments were far morelimportant."34

All preteasions at encourgsement to revolutionary
novenents gean to be absndoned, snd vhere consideratioas
of international pélltics are not immedistely determinant,
it 1s simply business, For "business is business*, as

the First Secretary of a Soviet asbassy in latin tmerica
answered Andre Gunder Frank,ss in response to the quese

tion as to why his government was not only maintaining

but slso ineressing its trade and credits to Brezil after
the reactionary military rezime was installed there
through the 1964 coup d'etat, 7he ssme axplengtion pro-
bably applies to "Hoscow increases 1ts credits to Zanzer®

R Nayyar, n, 5.

38 See A, G, Frank, "lonz Live Transideolosical
Entarprise' Socialist Tconomies in Capitalist
International bivision of Labour®, &
Rolitical ceokly

Zaononic_and
s February 1977, Ynnual Sumber,
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after the miliegry coup akamst the populist Torres in
Boliv;:,as ﬁb§ sme;oxplanation plus political compe-
tition with China agnd the US sglso _appnes to continued
Soyiet econonmic suppbrt for -the Quharto rezime in
Indonesia, which killed §,00,000 to 1,000,000 po}ople~
in its repression of Asia's largest Communist Party,
Moscow has deen known to waat to expand relations with
Indonesia in advance of Jakarta's expected full restors-
tion of diplomatic relstions vith' Ching, ¥ Similariy,
Mo‘seow continued to suppb'rt Syrian President &'ssad -
while Syrian troops suppressed the Palestinisns in
Ledbanon with Mmerican and Ilsraeli support, Moscow conti.
nued to recognise the Merican Iimposed puppet Ion FNol
" regime in Cambodia until the eleventh hour of 1ts fall
to the liberation troops, Ml these cases call some of
the acvantages of "socialist” aild to the underdeveloped
countries geriously into qestion,

| e’iﬁtet examining Soviet capital projects in
Indla, where until 1970, 85 per cent of Soviet aid was
concentrated in steel (40%), 0il, power ané heavy
machine-building, a study of "Soviet Scial Imperial-
ism in India"as concludess |

36 Rl Mercurilo, grn 19, 1973, quoted m
Frank, A.G., icd
37 Jar rBatern Fcopomic Reyley, Decemder 12, 1975,

as SPXML) Publication, n. 32,
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| "o ﬂae case of Indh too- tbere 1s co basic
dxfrerence between mvestments by the Soviet Unlon and

By other Jmperialists.... (1) The foviet mcial -
mperiausts havo been  able to force on the Govemmmt :
of Inaia unequal contracts, without even the normal com-
-mercial safeguerés L regarding, for instance, the , |
"ncnnal“ 'delays in the delivery of contracted equ!pment
'azxd completton of projactaj (2) Hachinery Sfron the
é’oviet Union is sold at a very. higu price L at :Least m

: “l'"dccumented cases of the Moksro Steel Plant and three:

| petroleun reﬂneries./. (3) &ales of components and raw ..
-matcr'iais mcucea'by the original investment are very
protitablc. (4) Ihe pro;ecte are’ designed not with 8’
..viev to economy but to. maxiniso sales. (5) Outmoded ,
tecnnolcgy is transferred z, and complete_ Soviet tochnolo-
g ical gnd ,mgnggazieat control 4s 'maintainéd until pro ject
compleﬁion,]. (€) Indian technology is not enccuratzed -
and Iddian cqnditions are not adequately taken into
account L even vhen Indiaa technology end installed

g capacity are edequate to supply components of the proaect:_/
: (‘7) Tbe basic wncmeratlon of ‘?oviet 1afdt 45 to gainh

a foothold and bresk ostatlishéd Western cartels and earn
lsuper pmfits...,. ‘Ihe pricins' policy of the ?cviet | |
!mion L 157 t;o raise the price. af ter s foothold has
been established.... The commercisl nature of the so«called
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-ald 1s seen in that the repayment may begin even befqre
the p,rodect goes into production, e,g, Fokaro Steel Plant
credits were being repaid eion defore the production
begin,... The Soviet Union then has upto now got cﬁe
highest rate of repayment to 'aid' given « almost 75 pér
cent as against Just 12 per cent for US, 25 per cent for
UK and 50 per cent for West Germany,... Upto 1960 grénﬁs
were only 3,7 per cent of the total Soviet aid against

19 per cent for the us." Some of these charpes will de
exanined in grester detail in the course of the following
chapters, ‘

All sald and done, it sppears that the preferen.
tial Dast-South relations with the public sector in the
-underdevolopod coun-'éries streagthens the relatively more
*progressive® gsector of the local dourgeoisie, | This
" may offer the population of these countries some relastively ’
greater benefits directly through some pudlic sector
p’rojects' and indirectly through this more "progressive"
political influence, However, in so far as these Bast-
South economic gxd other relations strengthen State
capitaliam and [the State at the service of private cxital
'in the underdeveloped countries, all talk about ™one
capitaiist batbs" notwithstanding, the socialist cuntries
are giving further support to eapital and capitalism in
the Third tbrld,



CHAPTER II

POLITICS OF SOVIET AID T INDIA .-

The decision to grant aid to another country is
fdndamentally a political dec_ision.; To understand fu'lly' -
India's .‘ecOnOmxc_ relationsz wz.,tbfthe Soviet Unio'n', it s .
Mpoitad’t to vstud’y- ihem within the context of the political
theory of Soviet economic relstions as also the context
of the changing national and internationol milleu, The
"firat section of this chapter deals with the doctrinal
tomulation of the Communist Party of the Soviet Union
regarding aid to LiCs, The second section elaborates the
theme sugzested in the first chapter that while political
. developments within poor 'Bountries had little fimpact on
Soviét aid policy, international political developments

were far more important,
POLITICAL THEORY OF SOVIRBT AID

The USSR stands committed ideologically to the
uep=capitalist path of development and the establishment
of 8 nationél democracy in every underdeveloped state,

‘ Tbne-, concept of non-capitalist path of development was
discussed by Marx and ‘Thgels in studying the pbssibiuty
oi‘ soéialist revolution in backward countries in g\gneral

T A Nove and D,C, Donnelly, Irade with Communist
T W (I.ormon, 1960). , ,
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- and Tsarist fussia in pa_rtieular.? In the Second Comintern
Congress held in 1920, Lenin put forth his thesis that the
national 1iberation stmggle against colonialisu and their
feudal allies in Aeia and the stmggle of the proletax'iat |
agamst capitslim in advanced capitalist oountrxes of the
. West- were inter-connected. Lenin held the view that. tacti-
| cal aniances ought to de forged with the national bour-
geodisie which was in a position of leadership in slmost
all the national liberation mdvanen%s in Asla, However,
Leain did not arrive at & definite conclusion, He beld
the position that the Soviet support was to de guided Sy'

| the actual co-relation of class forces p—reva&‘ling in each
of the colonies, rather than any dogmatic position in favour
of the 'proleta,ria.t which was numerically and politically
insignificant in most of these countries at the time,
Although theoretical efforts for coming to g_rips ‘with the
initial stages of the natlonal liberation movements in
Asia were made in the Soviet Unfon the actual efficacy in
terms of Soviet policy and material support was in fact
negligzible, ,

~ In the post-iorld 4ar II‘ pericd, the essential
bipolarity of the international sisﬁem as well as the

2 | . Je Banerﬁoe'. "Ihe Non-Ca itali“t Path and tha
-+ Jhird wrila®, 3. -

@nnuai..immal Delhi), Jamxary 3574, oL, Vi,
o, 2, ,

4



process of deeolonisation at its early phsse in Asia
'were reflected m the ideological formulation durmp
Stalin's period. It was recognised ‘that the role or the
ideology of nationslism in dackward countries was preg.
resslve. Given the "backward" néwre‘of revoluﬁi’onary
' claases in the West (i,e, the integration of the indus-
crial pmletariatz), the natirrel liberation stmgele vas
"advanced® in backward countries in the era of colonisl.
~ ism, The point over wh;cti Stali_;n was still in dilemma
was over the leadership of the 11bera tion movements in
the era of political Gecolonisation, | |

The impact of sclince ané technology on the
bipolar mternational wstcn were twfolda one. the one
hand, military technology in' the nuclear ‘age made war as
an instrument of social and economic chsnge no longer a
practical proposition; on the other hand, it 'streng-thqn'ed
the economic éapabilitie;s of both socio-economic systeas, -
 The implication for Soviet foreign policy during the
Khruschev eras, therefore, was that, at the level of Uf
Soviet relations, confrontation was to give way to peaé,ei‘ui
co-existence, l' |

Ideolog ical formulations of the Soviet Union
had to be adjusted to the external and internal conse-
quences of the technological revolution, The concept

of peaceful co-existence snd the concept of the non.
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capitalist path of development represent in conerete
shape the recognition of the new form of internstionsl
relations, Legpite this change in the moce of intere
action in an international system divided into two camps
(%ast ana west) charactorised by latent antsgonism in
general, Joviet authors continued to emphasize the
"advanced® character of nstional liberation movements in
"backward® countries and the latter's potentiality in
bringine about a chanze in the international correlae-
tion of class and political forces, Zoviet policye
makers stress on the great significance of the newly
independent states and their decisive role in the cutcome
of the internationa. class struggle,

The 20th Conzress of the CPZU in Fedbruary 1956
formally adopted the concept of non-capitalist path ss
the model for develogment in Third horld countries.3 To
that extent it represents a landmark in the evolution of
coviet relationship with islan countries,

First, the ‘oviet Unlon took note of the inde-
pendent character of non-aliznment policy, adopted by
Incia and other isian coumtries, The nonealisned natlons
were termed as a zone of pease in the context of the
divicion of the world into conteadins systems, “hese
states represented a zone of p-aze to the extent that

they were willinz to utilize their newly eained soverelsuty

W
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to assert treir independence from their earlier imperialist
mentors, Ihruschev listed India, Hurma, Afchanistan,
Indonesia, "ypt and Syria as constituents of the zone
of peace, Other countries, such lurkey, Iran, Pakistan,
Thailand and the Philippines wtich entered into military
alliances with imperiallst powers, were left¢ cut of the
conceptiusl area of zone of paace,

Jecondly, the Khruschev usport of the Central
sommittee of the CPGU took note of the general dissatise

faction of f%sisn countries ef

Laction of—4sian couateids of their continued economie
dependence and the tendency towards encouraging inde-
pendent economic development and social prozress within
their territories, The loviet Union's regponse was thst
only a non-capitalist model of development could provide
the enswer to the predicament of thesge countries ana
that disinter-sted Soviet economic aid programme created
favouratle conditions for indepenceant development,
Eowever, it seems thit the ‘oviet Union did not
define its sttituce towards the national bourzeoisie and,
as in the 2nd Jomintern Zonsress, left the issue vague,
while one could argue that this was essentially a
tacticel compromise to 4isian reality, 1t nevertheless
1sid bare the extent to which the Soviet leadership was
willine to 70 to retain the goodwill of these states and
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the class in power,

Khruschev held the view that the Soviet aid
programme sna the non-capitalist model were attractive
to the Asian states irrespective of the elass nature of
thegse regimes for the following reasons, Firstly, it was
argued that the Soviet economic assistance was not tied
to political pre-conditions, Secondly, it was argued that
dospite the class character of Asian regimes the national
bourgeoisie was itself interested in independent economic
development and in raising the standara of living if only
to consolicate their position within their respective
state, Azain such assistance, 1t was belleved, could bde
utilised as a8 leverage for ensuring democratic liberties
for the orzanisation of revolutionary social foreces within
these countries, It was also belleved that such ideolozical
intereference would be politically more acceptatle,

Thirdly, the Soviet Union stressed the revolu-
tion-ry role of their economic assistance prosramme within
the recipient states, Given the concentration of assis-
tance to the state sector and heavy industries, 1t was
belicved that the revolutionary potential was to de
enhsnged by the quantitative increase of the proletaris
ana the surroundins stratum of semi-proletarians, Thus,
justification was souzht on the grouncs that the material
ana moral factors enhanced the prospect for the creation

of pre-socialist conditions within those states,
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Finally, the Soviet Unlon stressed the national
character of socialist revolutions in fAsian countries,
#hile acceptine the possibility of an indigenous socialist
revolution gnd the support of the ‘oviet Union in such
an eveat, in reality such an eventuality wes considered
to be remote in the context of the low leovel of consciousa
negs and materisl development of Asian nations,

The non-capitalist road of development and the
gstate of national democracy are strategies desicned to
bring gbout in Phase One of the national revolution those
conditions that are a prerequisite to its completion in
Phase Two (socialism), Howevy , there seems as yot no
complete agreement gmong Soviet theorcticians on the new
development theory, /A, ‘obole¥ underscores that the
"gtate of national democracy" is a specific form of the
non-capitalist way, Rt he disagrees with those “comrades”
who equste the nonecapitalist way with socialiem 1tself.4

There appears tu be a differenti:ted politiesl
approach by the %Swvic<t bloc to the indiridusl underdeveloped
ecountries, an approach 7ea:ed to socloe-economical aevelop-
ment anu inter-class relations, The CPW p.rty prorramme

gtates that in the uncerdeveloped countrirs the development

4 A, Sobolev, "National Lemocrac) - 'I‘he “ay to
‘}ocial Prorzrese:" | 3,8 fadens u
(Has Eerlm - Praegue), xio. "/1063,

Pie 12627,
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process of Phase One "may well be complicated and may
reqire a gseriss of stages”. Thus in some countries
L Rurma, Congo (Erszzaville), Suinea, Mali_/ the Soviet
bloc operates for Immediste gains; in others L-India,
Iraq_'/', for future profits, mdé so we read:s Ia many cases
the duration of the non-capitalistic stage of development
will be "an episode in the 1life of society, In other
cases, long years of @alitative chanses in the soclo.
economic conditions will be required,d

As rezards the class character of states, Soviet
theoreticizsns speak of 3 groups of nation: in the Third
world¢ Internal class relations determmine the structure
of the snti.colonial ana anti.imperisl popular froat, as well
46 the tempo, thoroughness snc timeliness of the lidberstion
struezle, In some countries the reins are still tiehtly
in reactionary hancs; in others, the commsncing helzhts are
in undisputed possession of the national bourmeoisie; while
national democracies were able to form where the goveranment
is firmly sllied with the urban snu rural working class.
Countries where the reins are still tichtly in reaction-ry
hancs are those that sre westermealirned, tThe Soviet
tloc attituce towasrd these countries &s welleknown,

Jountries whose commandins heichts are in possegsion of the

L

S Ibid., p. 128,
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national bourgeoisie include, amone others, India and
Iraq;e in short natlons that, while Important in the "zone
of peace® concept, have thus far proved impervious to
internal communist influence, It is in these countries
that the ‘oviet bloc applies its long.rasnge policles,

and it these countries (especially, Idis and Irag) that
prove most expensive to the USTh in terms of foreien sid,

The third group of nations includes the naticnal democratic
states,

POLITICAL OBJFCTIVES OF SOVI®T alD

RKldridze in his book IThe Politics of foreien
W reviews the political objectives of oviet
ald policy in India and comes to the conclusion that
“whilst important ties of economic interest have been
established, foreign policy consideratious have been
dominant, Purely communist objectives have played a
secondary part,” «e lmow that the CPM steers clear of
both Moscow and Peking, As for CPI, on ideolozical
questions the influence of Moscow was strongz, btut there
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vas no automatic chsin of commanc even Guring the period
of tizhtest Stalinist control, The .oviet leadership had
sbanaooned its objectives of encoureging revolutionary tene
dencies in India in 1950, vhen the “oviets realised that
sehru could prove s positive factor in internationsal
affgirs, This Moscov line csused some internal dissensioans
in the CPI, before the latter formally ucceptec these
objectives herself in 1956, After the aanouncement of the
Soviet strategy of "peaceful coesxisteace®, of which ald
was an important component, the Soviet “overament cultivated
good relations with the Congress Jovernmeunt, uanceremoninusly
shelving the ZPI's political interests, Iloreira policy
conslaerstions predominsted in the ‘ovict attespt at
improving relations with Inoia after the death of “talin,
[urinz the p-riod 1947-54, hardly any relations existed
between the T Sn and Inuis, But the speed with vihrich co-
operation was subsequently achieved is noteworthy, ‘’psrt
from the zlobel chanee in the ‘oviet stratesy, foreshadowved
under Stalin and implementeu by Rhruschev, there were
important fsctors of common interest to zceount for such

a successful rapproacheanent,

The year 1954 was marked by a closer s9stern
{nvolvement in sub-continental issues, in the form of
Pakisten's eligning with STATO and CRaTO, agna the supply
of fmerican I, 84 Jets to that country, from the Soviet

viewpoint thess factors upset the power balance in the



area, dbringing western power nearer to her “outhern
borders, At the sgme time thege circumstaneces provided
an excellent opportunity to take advantase of Indian dise
content sgainst smerican pressures, 4 hich proportion
of foviet ald was directed to India and Afghanistan,‘
both of whom had border disputes with Pakistan, From

the Soviet point of view, India's neutrality novw became
synonymous with Soviet security, to which end it was
important to reduce dependence on the US for aid, aoh

a stratezy could easily be accomodated within the frame-
work of promoting the independence of exe.coloniasl develepe
ing countries while still msintainine the new philosophy

of peaceful co-exis tence.g

There 1s thus a2 marked
parallel betwyeen foviet and /mericen strateg, towards
India, In the US the need was emphasisec for India to
maintain good relations with the oviet Union, for this
was as much to Zmerica's interest, This seems to reflect
the ‘merican strategy of encouragzing the loscow-Pekings

ideological split, Indeed, as Fldridze says, "following

8 J. z
B Ve rk’

18 ¢ (
for the councn. on foreigu Relatmns, 1958)
"hapter 9; K Billerbeck Saydet Rorajen A
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the fino-Indian war in 1962 and the zrowtt of the “ino-
Soviet gplit, Incia hss provided perhaps the clearest
focal point of cold wer detente between 'merics and
hussia, "

n the Inclan side, aseteriorating relatious \;:ith
the US prompted Incis to improve relations with the Soviet
Union, The U“Sit was willine to accept the dacie foreign
policy assumptions of Incia and hza profecsed to adhere to
a policy of non-lnterfereace in internazl mstters, ‘oreover,
in view of wrla Ignk and 2merican hostility towards an
economic stratevy emphasising the public rector, Inaia
hed 200d r«<gsons to accept bviet aid, After zgll Soviet
assistance was extremely corucial in allowine India's parti-
culsr chosen pattera of cevelopmeat to evolves, In this
rerard the volume of oviet assistance was by far less
importent than its new orientation,

tne cau @estion vhether the ‘oviet sld was ever
viewed 85 a mesns or as an instrumeut of influencine
Incia's domestic policy towaras omaunism, though certain
statemert s of Khiuschev might be unuerstooc as indicating
such an intenticn, Cefining the concept of 'peaceful
scegxistence! at the 20th Jonsress of the SPIU in
February 1956, he maintained the inevitatility in a
nunber of capitalist countries of °the overthrow of

bourgeois dictstorship by force,... the fict that we support
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peaceful coe-existence does not mean that one can relsx in
the struggle azain-t bourgeois 1deolory, ' At the same
time it was 'likely that the forms of the transition to
socialism will become more variezated,' These words
reasonatly invite the reactions that the Cold War 1is
still on;the ‘oviet ecouomic assistance policy of the
Soviet Union is part of 1t, It 45 possidle that these
pronouncements were primarily meant for internal consumpe
tion, to protect the newly expounded concept of ‘peaceful
co-existence! from the charse of 'revisionim®,

There was a common tencency in the «est during
the m1d-1950s to g2ive various interpret.tions of oviet
assistance in vaguely conspirstorial/revolutionary tems,
Che méy speculate whether the industrial (as opposed to
agricultural) emphasis of oviet ala in India stems from the
theoretical desirability of fostering the fsrowth of an
industrial proletariat, the desire to export her own
economic model or from reasons of economic convenience,
All three motives would protatly play a part, However,
4t must be stressed that the choice of emphasis (on the
public sector) has been Indis's, the oviet Union merely
benefitiny from the coincidence of Soviet and Inddan
viev,

Examples may be cited of cases vhere “oviet Union
has trieé to reconcile ideology end diplomacy in favour

of the latter, In Mo-=cow an article wag published under



off icial ausgplces, in which tne %vaui res~iullon of the
Iacisn datisnal Jon~rece, passed in Januucy 1055, eavisste
ing a 'soclalistic pattern of sociaty?, recrives apurovals
"Wteps tc cevelop sate In:usiry are aot, in themselves
of a socislistie character,,., Uowever, in India as in
other ecnuomically backward couatries that have receatly
embarkeda on the path of inaepenuent cevelowment, state-
capit:1ist enterprises sssume a special character,..
State capitaiist enterprises L. Incia, uncer present
conditions, play s prosregsive part,... 2iven close coe-
operation by all the progressive forces of the country,

there 1s the possitility for India to cevelop alone socialist
lines,... The econouic plans can be carried out with the
active participation of their workers end peasaants, their
young techuizxal intelliveutia, scientists, stud@ntsfl

Apart from the surprising turn-around in the orthodox
doctrine involved in recosguising the nerits of a mixed
economy, the abandonment of classeconsciousness apparent

in the last sentenc~ 1s even more noteworthy, the CPI's
reaction to the Avadl resolution was that it was 'a hoax
perpetrated by the bis bourgeoisie to deceive the masses,!
This shows very obviously Moscow'!s stress on pragmatisa,

A similer confli-t exists over attituces to .estern aid,
shilst the SPI is hostile, oscow, thoueh oceasionally
denouncine sestern political motives in general terms,

never do~»s so in 3 specificslly Indian sontext, Perhaps

the most reslistic assessment of the situiation 1s provided
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by kKhruschev's view of the function of Soviet aid in act.
ing as a catalyst to produce still larger quantities of
Jestern ais, In fact, there is some truth in Khruschev's
contention that sestern ald is g specizl form of Soviet
aid.lo

From the Soviet viewpoint, perhaps the most
important contridution of the foreisn aicd proeramme was
that it made neutralism a practical alternative, The very
existence of the alternative of ‘oviet aid provided
needed leverage for the numerous countriss that obtained
their independence in the 1950's and 12€0's, After the
unexpected fussian decision to finance the Aswan Dam,
the West and the developing countries learned that the
Soviet Union was prepared to comm:it immense quantities
of rasources for couniries that wer: willing to stand up
to the sATO powers, It 1s entirely possible, for exsmple,
that the Iranian Premier's attenpted nationalisation
of the Iranian oil companies in 1951 misght have been
sucacessful if 1t had taken place cnly 6 years later,
As Soviet support for Bypt indicates, by 1956 the fussians
had decided to support sctively just such provocative
challenges, At least as far as Indla is conceraned, “oviet
aia had made viable her policy of nonaliznment,

It has been suzgested that the USHR would not
hive been interested in India except for the interest
shown by the U5, hat India benefited from was the 'cold
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war', The USSH gets credit because had it not chosen India
as a 'friend', the latter would not have received much
attention from others, The American reaction to the Soviet
ald should be observed more closaly in order to prove the
point, There are four landmarks in US aid policies, In
the first phase Rurope was struggling to restore its eco-
nomy with Zmerican alds the Marshall Plan for Rirope was
lanuched in 1960, The primary resson for extending aid was
to enadle countries to stsnd up to the threat of communism,
The second phase began with the Korean war, after which the
advenced countries bezan to asppreciate the importance of

the developing couniries, “"The interest of the US in
extending assistance to the underdeveleoped eountries 1s
compounded of 2 humanitarian Impulse to add the less fore
tunate, a desire to promote sound and expandilnr world trade,
the necossity of increasing supplies of raw materials and
the firm deteminstion to forestall the spread of communism,
But the role of the US in assisting underdeveloped countries
is conditicned by its telief in the value of the democratie
form of political organisation and in certain basic princi.
ples of economic philosophy that are embedded in the
imerican systen, "1l for one thine, there i1s no mention
here of the role of aild in promotinz development; for
another, it was clear that those who did not aliga themselves

with the US in the crusade against communism were bound to de

11 W R, Brown anc o, _@nde. fimerican fored
( washing ton, 1l,C,, 1953), 9663
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affected adversely, The American administration disliked
India's policy of nonealiznment and of ten the Congress
reduced the ald sppropriations requested, Until the USSR
entered the picture, therefore, the US had 3 strong
bargaining position, The third phase, which bezan with
the entry of the USSR as an aldegivine country, saw the
reorientation f the “merican ald prorramme, “ince the
1957 the US has supported concessional terms of loans and
has cooperated with the «orld Bank to coordinate inter-
national Sésds effort, The fourth phase saw the introe
duction of a new American policys offers of long-term develope
ment-oriented loans on a continuing dasis ané integrating
external funds into the planning process, In his aid
message to Coneress in 1961, Presicent Kennedy said, "The
adbility to make lonz ranze commitments has enatled the
Soriet Unjon to use its alc programme to make developine
countries economically depeancent on tHussian support =
thus acvancing the aims of world communi=m, w12

In 1ts foreign economic pollicy the USSR has
tenced to 7ive high priority to its own, and to vhat it
telieves, the region's security interest, The Soviets
in general have identified two sources of conflict in

the rezion: the Sinoc-Soviet rift ana the consequent

12 The Message of the President to Jon-ress, quoted
in i, A Goldwin, shy loreden 814? (Chicago, 19683),
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conpetition that the oviet{ Unjon fsces fros Shina for
influence with the ‘“n~iasn states; auc ‘“sion n.tlonaliem,
further angravates by external iaterfercuc~ from the T2A
ana ite allies, likely to result in esezlction of lecsl
conflicts into a =lobel confrontation, In the contoxt
the ‘oviet Union has responcec witbh its proposal for an
rgian collective security plan ss a factor for peace and
maintenance of status quo, The overali result of csecurity
preoccupation has resulted in the underplay of internal
contraulction within °c<isn states in ‘oviet policy, Thus
the Yviet Undon's interest as a state har often over-
ricden its international inter=st as a resolutionary pover
ana as a consequeace consiuersbly tarnished its imsfe with
revolutionary sociszl forces in Indis aud elsevhere,

The Indoc-oviet [reaty o1 1971 should dbe seen
in the context of continuinr bellicosity of Jhine snd
growins sitns of uncerstanding between it anc the IS,
This trcught India and the “oviet Union closer together from
1960 onwercs, Talks were held for putting Indo-Soviet
relations on g fimaer basis ot a3 treaty, Tulks proceeded
in e leisurely, fitful way., ‘“hat finally clinched
the issue were the developmei.tz ennnected with the Panelaaesh
erigis,

The dimensions this crisis sssumed are welle

kaown, It will be sufticient %to recall the holocaust
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let loose by the west Pakistani military regime in PBanglae
desh on the nizht of March 25, 1971, illions of refugees
poured into India, Foth the US gnd China seemed determined
to stand by the military regime in Jost Pakistan revardless
of the policy it pursued, As the crisis in Bangladesh
despened further, the US President's Adviser on dational
Security Affairs, Henry Kissinger flew in the first wesk of
July to Peking on an important secret mission vis Islamabdad,
On the successful completion of his mission it was snnounced
that President sdixon himself would soon visit Pekin-, %en,
Yahya Khan now adopted a more strbdeat tons than ever, It
vas In India's interest, in such circumstances, to forge
closer ties with the Soviet Union, The talks goine on
since 1968 were, therefore, soon completed and, on
August 9, 1971, was signed in sew Lelhi the Treaty of
Peace, Frimdship sand Cooperation between the two countries,
The treaty was the natursl culmination of a
process that had gone on over a long period of time,
survey of Indo-Soviet relations from the death of “talin
to 1970 would show how these zrew ever closer gnd stroncer
year after year, Ey 1970, the Dviet Union had b«come
the second largest buyer of Indisa goods, the main source
of external assistance in sottinz up and expanding her
heavy industry, and also the main supplier of her sophisti-
cated military eqipments like tanks, supersonic hombders,

gsub.marines, radars, missiles anc transport planes,
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Besides, cooperation between the two countries at the
regional and at the global level, had deen widened, <hether
it was the issue of Kashair or Goa, the Sviet Union
consistently stood dy Incle, ©She also supported India's
stand in the latter's problems with Chins, Likewise,

on ircsues relating to west isig or “outhe"gst 2sia or on
issues of general disarmament, the politics of the UNSR

and Indis were similar,

The treaty 1s by no mesns confined to the prodlem
of securitys; it provides for the further development of coe
operation between the two countries not only in politicsl,
but also dn sclentific,culturel and econcmic fields,
Articles V to VII provide g droad framework for developing
such cooperation between the two countries, The treaty
has given a £1illip to a further expsnsion of trade between
the two couatries, The “oviet Union has, thus, left the
US behind and emerzed as the largest buyer of Indien
products, The ‘oviet Union had already cmerged as a major
supplier of mzchinery, equipment and sophisticated raw
materials needed by Indian industries, In fact, after
1071, the Soviet Union has gradually ed”ed out the US
from the dominant position it was plsyins in the Indlan

economy,
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SOVIKT AID T0 IabIA

Tnis chapter is divided into two sections, The
) fii-st deals with sconomic assistance while the seéond with
military aid. A relationship between mintax’y ang’ econoraic |
aid 1s relevant in long-raage terms, To the extent that
economtc gié i3 directsd tato mdustrlal develoment such
assistance enhances the long-tarm potential of the recip@enc'
. to produce military hardware, Construction of steel uills
and power plan-t's, ae well as the training of techniclans
end students, can all be vieved as economic aid, ﬁeverthe.
less, some of theso programmes ncrease a raciplent's
ability to produce its own mnitax'y supplies in the future
" and to esru foreizn exchange to purcha.,o miittary equlpment f‘

abx_‘oao.

| o 'ﬂ'a).vt.et econonic aid é{tartzeé to flow into Indis from
.'1955.' There were 9 éiff_erent:_é"_id ‘ag%jemmt'é fronm 19541955
" te.December 1966.when the last égreeﬁéue vas signed ('sie,a' o
) 'ﬂppefxdix‘[’x‘able 5)s Since then; nc néw ereait agraé’xbent' hes
- been siegncad. The Sviet Union's essistance to India as. -
“on Hareh s, 1676 totalled Ks, 752 aores and accounuea |
 for 4.7 pet cent oi t:he totsl assistancs received by Indié

.. from all wurces (see Appenaix 1, Table 6). The BRSR

was the first uonor to accept tba px'mczple of. awinp
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d’evelopmnt lbg‘ns on 'conce'ssional terms, The mterest rate
- charged on ‘the loans is 2,5 per cent %o e repaid -within
13 years with a graoe period of one year from the delivery
of equipnent. '

' A charactertstie tcature of Soviet aid 13 that
it is not a regular annual flml, unlike smerican aid,
Bconomic aid is suthorised for particular projects and to
particular plans.the annual flov would mostly depend on
the needs of the recipient and on its capacity to dra;
the authorised credit as and when the need arises, |

Features of Soviet Ald

) Firstly, tbo qnantity of E‘ast Hiropean aid 1is
not a tmo indication of its importunce to Indla, The
share of Bast Buropeasn losns in total loans suthorised "énd_r
utilised until 1973-74 was only 10.37 per cent and 8,47
per cent, respectively, In tems of grants their share
was almost 611. However, as a bloc they were seodnd only
to the congortium awtries in importance, |
As Datar says, "the Fast Ruropean countries were
not important donors in the sease that éxscontmuatton of_ |
Baat &ampean credits wuld have posed serious fingneial’
difficulties for India. fven in the field of industrial
deveioynent, they contriduted 1es$‘tban 20 per cent bf'._
the total- external mnds made availsble in the first :
three plans, Ionetheless, the availmuty of these creéits ‘
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has been an imporcatit factox-. becsuse of the reactions it
prbduced among the other dorors, "(p. 65) The contrast
between the volume of funds msde available before and -
after the USSR offered to set up o steel plent at Builaf’
is indeed striking, Again, after the USSR had tuilt two

| _oil ret_inerie;s‘ in the public sector, foreisn fims 'shoyéti' .
interest for the £irst time and ‘tb'é; governneat was offered |
two refineries at nearly half the price of the first

USSR refinery, '

~ Secondly, there is s particulsrly close relatione

ship between the aid and trade aspects of economic coe
operation, There are two sound regsons why Fast Puropesa
aid cannot be treated separately from trade, The PRast
Muropesn countries azree to accept repsyménts in goods and
since 1960, they hsve accepted repayment of loans in hot-
convertidble rupess, For a country that suffers from scute
scarcity of foreign exehange, this reduces the burden of
ae:ﬁéing foreign loans, loans which are repayable in
hard currencies impose the heaviest durden whereas loans
. repayable in domestic currency e.2,, PL 480 food ald .
from the USA, ﬁpose the least durden, The loans re-
' payabtle in domestically produceé goods fall in between,
Net bendfits from thig arrangement depend upon the quality.
priceé and volume of goods that India buys and ;ells.

- But ohe thing 1é clears any curreacy dalances accumulated

can only be used to buy goods and services from the
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partner couantry, (If India cannot buy the goods ;ﬁe .wants;
the benefits from ith.-_is‘ arrangement may de 19;650@56)-. I
otheé words, if exporting to 'al'wa»ntry doés not iuéolve 8

commitmert to buy an equivalent gmount from that eo{mtry and
vtce-.versa, the tw mestions of trade and ald can bde treated
separately. | o

Tbirdly, the soviet Unfon has as a matter of policy
ruled out the provis:lon of large-seale graats as s means of
px.'oy‘;ding assistance, Graats givea by the USSR to _develop-"_
in2 countries constituted only 3.7'p‘§r cent of total éid.
For the U, 5, in contrast, for pure grants (excluding
surplus food aid programme) the percentage would be about
19, The reasons given by the Soviets for extending only
&ntarest-beérmg..credits are to restrict the numdber of
requests, to avold suspicion of *political strings' connecw
 ted with 'gratis’ assistancej and also to approach the
.recxpient on a more busineasnke and mumally profitadble
‘basis, Bosicies, it gives the goverament of the 1DC a -
paychologlcal satisfaction that 1ts rolations with the
USSR are not baud on a beggm? boul. S
 Offers of ‘economic aasistance from the Ussa came

early on in the 1ife of planned development in Tndta,

b ~  Sebastilan attcnpts to’ caloulate the aid contribu.
- tion to Soviet trade, For the years 1959 to 1968,
" the average annual growth rate in trade for dovelop
ing countries which were aild-recipients was:around
10 per ceat whiile for the non-aid recipients the-
rate was nround 2 per cnnt. .
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This was dur:ng the period of the £irst Five Year Plan,

vhax the only other donors were the vga anﬁ the %orld Bank. L

The USSR's eommiments came to a head during the Second
Plen period, when aid was authorised for such 1mpox"tants.v )
.p;foije#s as the Steel Plant at Bnilal and the Hesvy

" Mgianeering corporaubu at Ranchi, 'mereat'text, ‘the
enphasis fell incressingly on dilsteral trade sgreements
‘a8 a channel for economic cooperation between .the two
countrles. The time-pattern of aid from other Bast .
Baropean countries 1s the same,

One aspect of Soviet zid to India chai: is note-
worthy 1s that it was the first couatry to authorise aid
for the duration of a whole plan rather than on a y‘eér.
to»jéér basis, This vas made possible by the fact that'
the USSR 1s a centrally planned econonmy, This onablea
the aid-raeipient to plaﬂ aheed its future de'mlopment
programmes in concrete terms, It-1s to be remembered
that while other donor countries tied most of their credibs"
either to a proaece( ) or to purchases mthe'ccunt-yy-.c_ff
origin( ). PBast Huropean countries tied their credits
 both ways. It msy be seen f rom Table 7 (&ppendix I)
that the share of grades ané uatied credits in the total
exte.x'nai assistance utilised upto 1973-74 was 'cnly 6,3
and 21,1 per cent respectively, The share of FRast
~ Haropean countries in either was virtuelly nil, Moreover,
in their cese, ald wass doudble-tied, by source as well
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as by project,

It hés been observed that the rate of utilisation
of ald has been lower for the Rast Miropesn countries than
for other countries, In fact, as retvards utilisation of
aid, the Soviet Union ranks 17th among 23 donors of aid to
Indis (see dppendix I, Table 8), In general, all the Bast
Raropean countries, except Gzechoslovakia, have very low
utilisation fizures, On the other hgnd, among the Western
donors the utilisation of aid is over 80 per cent, For‘
the USA, 1t was 97.3 per cent, Utnisacxon of ald autho- _
rised from all sources 1s 89.55\ If this 15 takea as the
standard, then gll the socialist countries, excepting
Czechoslovakia, would fall below it. Maaor Wastern donors
uoul& be above this st:andard.

The gap between aid authorisastion and its utili.
satfon ig rather serious in the case of India, Upto the
end of March 1966 Sviet loan promises to India totslled
Rs, 489,6 crores while distursements stood at only
Rs, 282,1 crores, The following year a f\irthex; commitment
of Rs, 250.0 million was made Put only Rs, 36,1 million
were utilised, No further commitments were made till the
end of March 1975, Yet aid utilised on a cumulative basis
'upto March 1074 was Rs, 544,6 crores sgaiast the commitment
* of Rs, 73,6 crores, ue to the special \meat loan in
'1973-74 and 1974-75, utilisation increased sharply in
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| Table 9 (see Appendix I) 1llustrates this point
Vith refereice to the Soviet Union, It is observable
that the utilisation 1s low for the period 195661 and
1966«70 dut not for the intervening period, It is not
cle’i: as to'vhat‘ extent low utilisation 1s due to the
alleged rigidities of the system, P, Chaudhria suggests
that the lower rate of utilisation of Soviet aid can de .
explgmgd by the two factors, Oae is that all Soviet aid
s proséct.tlcd, and pro jecteaid, fron vhatever source,
has a slower rate of utilisation, The second is that héli‘
of Soviet ald has been concentrated on two projects «
Bokaro and Bhiled - snd the rate of sid utilisation has
been Gependent oxi the prog.rea;z made in these two projects,
, Qo also adds that the delays in implementing Soviet pro jects
: -ha}ve. b'e,_en‘ hlgi)é;; than that in projects butlt‘ with aid
fr_om other donors, .'

" Soviet Mdod'i;roaects in India

From Madla's viewpoint, the beiefits of bilatersl
L ad .
gi';o%—-t*a&o seem fairly odvious, In terms of volume of

T

2 * The wheat loans accounted for Rs, 148,0 crores out
o of Rs, 164,7 crores disdbursed in 1973.74, For
197475 the wheat loan 1s not shown separately, Qur:
data are taken from the Reserve Bgnk of India Economic
| Qirvey, 1974.75 and 197576, Appendix Tables,

3 o P, Chaudhri, "Fast Suropean 444 to India",
Jbrld Development, op. cite, Pe 332 A
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aid, Soviet aid was not particularly significant - UasR.
_ranked 6th smong th,.e major aid gonors, Qantities apart,
the special slgnificénce._of alé from the socislist coun-
tries lies ;n-ene fact that they are willing-~ to _g1v§ aid
tdif capital goods mc‘ms‘tries in ‘the public sector which
haire not always been favoured by some of the other donors,
3ecendly, it 45 widely dDelieved that the Hast mi'opearn_
countries are more sympathetic to Indla's development.
;trgt’egy which assigns a predninant role to the publie
'se'ctoi-. Finally, the presence of these countries greatly
L'nproves India's bargaining position with UYestern coun"riea.
In the 1ast two decades, 80 industrisi prcaacts have

been constructed or designed i India with Soviet o 4
'6beration. 0f these more than 55 héva already been gommdi.
ssioned, These projects at present aceount for one-tbr;r-é
- of India's outputz» of steel, one.fifth of poﬁer'mratgqn;
60% ‘of cruae production, and 30% of oil products, over
80% of “m"e%allurgical prbéucts sad 60% of steam an'd hyéro-
pover plants, They also eccount for large quantities of :
phamaceuticals and drugs, lncludimz ant;ibiotios. o

| Steel, atter 1947 with the deeisien of the Government of

. Idla to industrialise, expansion of domestic steel pro-
duction was given the hizhest priority. ‘Soveral Western |
couﬁtries ghowed villingness to belp Ihdia set up. a*

.steel plant. Pat they. refuse& to give assistabce to a

| public secmr plant. In tms context India requasted the
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U»SR to set up a one million tonne steel plant in mﬁ.ai
‘(Madhya Pradesh) in 1055, It %as in the wake of this

‘ agreement that est Germany ezreed in Jdune 1955 to cons-
 truct . a ne million tonne plent in the public seotor at

i Eourkela in orissa, This vas folloved by the Eritish
“Iagreement to ‘build another one:nlllion ‘tonne plant et
Durgapur in West Bengal, s V.K.&V Bao said, ™ad

there bean no Hhilai, there -would- have been fo onurkela

or i:uxfgapur" 4 .'I‘he H:nai plant's capacity has already
crossed the 2 million tonhe matk n 197576, and in aceord-
“ance with the November 1973 trade and cooperation agreement
signed be%ween tho two countries, &sna"s capacity will
feventuauy be raised to 7 million tozmes. o .
-The USS“ helped India again 1:1 tha case of the
Bokarc Steel Plant. Initially the USA showed interest
| 'wben the Govemment of Inﬂia decided to set up 3 plant.

Goldman observes, “Eokaro could heve provided a 'flag ship'

) pmaect for tbe whole /merican -add effort, It would alss
’have pésed an effective counter to &s‘oviet aic, not only in
India, ut wberever the Russians made claims that inericans
uere unwnling to promote mauscrial projects. Rt major
,"dif”ference over issues like managenent and ownersbip
occurred. In the mesnwhile, the. U& Senate aceepted a
~Napom; wbicb argued tha't while the us eould not torcs Ats
| A.syatem of free onterprige upon others, 1t would dbe un- s
. vit,gasongblehtq expect the 'Us__to support the ,pubuc segtor *

v
v i

~



71

Rebm‘therazbon?withdrew the r-ecg;'ést for a'io‘at‘;; th the :
Soviet Union expi*essed its willingneys to finance the Eokaro
Steel Plant, 4s of today, aluost all the major units of
Bokaro have dbeeu conmissioned, The entire work relatedwto:-y
this stagé vas expected to have been complsted by Decezber
419'76{ The construction work on expanding the capacity to
four million tonnes of kxgot'; steel production (stage II)

is slso on hand and is schedulea for completion by Deceanber
1977.

Q,n. m-ere are seven major international oil companies
which have dominated the internationsl o4l ncdustry,

T

After 1947, India sizned agreements with 3 Westera fims -
(Rurmsh Shell, Stanvac and Caltex) to set up refinerdes |
in Indie, These companies imported crude, which had %
be paid for in foreign exchange, MNaturally the Governe
ment of India was agnxious to brtng mm the heavy drain
- of sgarce foreign exchange due to oil imports, In 1969/60
the USSR offered to sell its crude oil to India st 3 dis«
count of from 15208 below the world market price, Rt
the refineries in India refused to take it, The USSR
jand Rumania thea offered to set up refineries in the
pubnc sector, |

Although Indis had made several ef’fort:s Jearlier,
Westera £ims showed no inclination to tnvest in explors- '
tion snd produetion of o1l in Inaia. Indda was a vast
expandmg market and perbaps 1t was contrary t:o the
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v:ln't'e,x"est,s of the Western oil compenles to 'e'xplore new
- fieids in Iix‘d'ia.' The'mr*}d' supply situation was‘ that
petroleum companies were taking cteps to control rather
thet to increase production in the fifties, If large ofl
reserves had been t"o'und; in India, the Sovernment of

India woyld have required them to refine indigenous crude
011, Thus they would have sscrifices suother market for
their‘existing sources, .

The Soviet Unlon, in the meanwhile, made 8
proposal to help in exploring for orude oil. 011 was
struck at Ankleshwar, & Gujarat z_ began oxtraction
Aug, '61.7 and to refine this oil the USSR and Rumauis
offered to set up refinertes in the pudblic sector, in
1968 ﬁnd 1959, After the USSR hgd conétructed two
refineries in the putlic sector, wWestern firms decame
interested and India was offered two refineries at nearly
" half the price of the first Soviet refinery, As Goldmsan |
says, "Theréwas consideradle evidense to indlcate that
the Indlans haé paid an exorditant price for Russian
help, EBy the time the Indians had decided to tuild a
third refinery at Koyali, the Western fims reslised the
serioushess of the situation and degan to make counter
efforta, In addition, once the cartel had deen droken,
other Western firms decided to enter tho £ield, Conse- '
quently, Pbuips Petroleun uompan.v at Baruesvine, Oklghoma,. .
won the right to build the fourth refinery for the Indzan
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‘goveranent at Cochin,.,., This 9mv6kee‘ bids from NI - .
(the Itelian stahe-omed oil eorporation) and othor i
&es.tem firms, . Thug, for! the fix'st tine, ndia was ﬁer.
'mitted. the Luawy of compouuve ofi’ers.”s 'me eompeti-a.}_
_ tion between the Westem firms and the %st European coun..
itries compellee ebe &bviet Union to lower the eost of the _
"refmery at Foyald, - .
- Today, the oil.fields cf ankleshwary Kalol, T

&xdrasas’ar and Lakwa and the ref'meries of Barauni, Koyali ,
' _"and Mathura stand as symbols of Eovietz assistance. Detaned.
'selsmio smurveys were carried out by 2 fully e«gzipped |
Soviot.qhip, '&kedcnic Arkbantvelsky' ané the Indian explora-
. tozy vessel ‘Hahindra® vhich mdicated exceptionally -
' promlsmg structures in. the contmsntal shelf of India,
It is probable that the ofi’-shore waters are znuch ficher
: 1n 641 than the adjacent reas on land, In fact this
px'ospecting led to the dzseovery of the "&mbay Bigh~ ‘
_,:stmewre in- the Argblan Ses, It was the é?oviec Union . .

o -vbich pmvided the design of the fixed platfcm for’ aliabet
' ana alao helped in fabxicating and epectmg the platform™

at site. The capacities of the state—mn refmaries at

B Koyan anér Barguni make up nearly 35 per cmt of the
eotal Qapacity 4n Indis, In Septamber 1975 1t was deoided

to” set:l_,;\.ap, another refmery__y;th Soviet ,,g.ss.zstance!, this -

A
N\

& . folaman, 6, § (Chaps 1), pp. 98-9."
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time at P‘;'athhi'a. 4 contract was signed n Moscow betveen
the Ali.Union Assoclation lef tekhimpromexport and the
Indfan 011 Corporation to this effect énvisaging the
Geuv‘ery of Soviet materials and equipment for the conse
tructlon of a refinery wlth a Gumillion tonne capacity,

' R iarge groug of foviet specialists and ‘spe-
¢1alists of some other countries, wrkm,v vithin United
Nations projests have helped the Indian 041 and Natural
Gas Commission to establish the first research Comsission
to establish the first rasearch and educational institute
dealinz with o4l matters and also the Hind 0il Design
Institut:e {see Appendix II),

.w& Ia the fifties fox'e!gn fmns completely
dominated the drug industry fn India (st least 068 of
production capascity), The Pbamaceutxcal Inquiry Committee
in 19054 had found that patent rights of ttese Western .
fims vere mostly respcnsnale for the exorbitent prices
- 4k India, As regards prlces of drugs, sn fmerican

Senate Committee report salds "Pﬁces in India for the
broa&-specfmm of anti-blotics, sureomycin, and achromycin
were among the highest in the world. ds g maﬁter of
’vfact, i drugs generally, India ranks among the highest
‘priced nations of the world - a case of gn inverse rels.
tionship between per capita income and the level of drug

prices,*
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* India could only have broken this menopoly of
Western firms by seeking technic.al know-now from the East
Furopean countries, The USSR made a progossl of setting
up 5 plants % manufacture antibdiotics and su:giical ins true
ments in- the pudblic sector in 1955-.6,

Thé following 3 plants came ups the furgieal
Instruments Plant, ﬂadreé, tntidiotics Plant, Rishikesh,
Uttar Pradesh, and Gynthetic brug Plant, H&der_abaﬁ, andbra.
Pradesh, Till reéenuy Ih_éia uged to menufacture only a
small proportion of the simpiest modical instruments, and
the bulk of the instruments had to be fmported, In the
shorteperiod since its commissioning, the MHadrss Plaent
has atarted producing '_153 types of surgical instruments,

- The major branches of the drug industry are anti-bdiotics
~and sulphonamides, but hardly any were produced in Indis
before the 10505, The Antibiotics Plant ot Rishikesh now
acoounts for 75% of sntibiotics sold 10 India, TBeasg!.numg
vith 1973, the plant is beinz entirely run by Idian
- personnel, - The synthetic drugs plant at Hyderadad has deen
engaged' in éommorg:lal pmduiction of sulphonamides since
1967,
| | Soviet assistance in setting up the phaicaceutical
fadustry enabled India to gain marginal concessions from
Western private fims, In 1958 the pr’iees' of these drupgs
were falling due to overproduction, However, India would
have gained nothing from this price reduction haé the USSR
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not been Interested in setting up a plant,

&g riculture

The industrial sector has claimed nearly 99¢

- of total ald from the USSR to India,  Thbis ‘bécause,
f£irstly, in the Soviet development strategy agriculture
was given a minimal role, Eetween 1921 and 1950, agri.
culture received a share of only 8% of the total investe
ment, while industry drew as much as 70% of the total,
Secondly, the oviet Union was convinced that a scienti.
fic deVeloynent of agriculture in Indis was possidble
only through soclalisation measures, because collectivi.
sation of laad would facilitate mechanization of agriculture,
In ‘the vizw of the Soviet Union therefore, agficaltural
growth wuld only be a function of lané refoms,

| 1t is not surprising in this context that the
littlei:’i{that ‘Indis got for agrioult{,tm has flowgd"
largely to state farms,

The Soviet Unifon has offered s gift of machinery
aad equiﬁment constituting a composite uait for' a farm of
about 30,000 acres at furatgarh, Rajasthan, This led to
the establishment of the centralised mechanlsed farm,
and 4t $s the f£irst and the larpest of its kind in the
country and is noted for production of improved seeds,
The farm stretches over an area of 30,331 aeres of
which 27,3)0 acres are devoted to agricultursl operstions



which yield good“cx*ops éespite véter shortage, The Qurgte
garh farm constitutes the core of Indials seed g-mzéinz
- farms, The organisational principles for.large state farms
evelved at faratgarh are now utilised to set up State live.
stock bresding 'farms. Machinewopsesrators trained in the
farm now work in the fisclds In nearly all Idian states,
This was folloved by the seltzing up of yet
‘another farm ia 1964 at Jetsar, Rajasthan, with the help of
machinéry purchased from the Soviet Covernment, The |
completition of a number of irrigation projects in the Third
Plan period opened up large arcas of wmsteland, Here was
ah cpportunity to set up more large~sized mechanised
fa-xﬁs,- ‘and the Soviet Government sgreed %o gift machinery
for five state seed farms, Of these, four farms at
Hiralmd (Orissa), Hissar (Baryaqa), dullunder (Puajsb) and
Radchur (Mysore) have already been set up, The five.
year (1971-76) .mteragovérnmental egroament on scientific
aad technical ceoperation in agricultui'e hés been extended

for the next five years,

Technical Assistance

 Kart ¥uller identifies the following forms of
""_techniea'l assistance gsiven to Indis end other developing
countries by the U~SRAs |

1. On the basis of goverameat to gevemment agrecs
m@ats, selected young people of developmg countries are
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;traino& in the universities and technical institutes of the
Soviet Unilon,
2 Speclal technical institutes have been set up in
the Soviet Unfon to train students from aéia, africa and
Latin fmerlca,
3e 'i‘echrilcal and engineering personnel needed for the
Soviet.aided pro jects in cevelopine countries are trained
ia the Soviet Union, o
4, Schooling in prbdh:etxoavmanageamt and techniqués
of engineers and other speclalists is bx‘évme& through
onethe. Job training in factories, on the plghnins staffs
and with the scimntific research institutes, of the Dviet
bloc or even in other Soviet.alded projects In the develop.
inz countries, | '
S Technical and trade schools are also established
in developing countries,

~ Bver since the first economic ezrecment was signed
between Indis and the USSR in February 1955 for the conge
truction of the Enilal Steel Plant, there had deen a regular
flow of Sviet technology ané know-how to India in diverse
flelds like metallurgy, oil, coal, non-ferrous metsls,
poéer generation and power equipment production, precision
instruments, phamaceuticals asnd others, Along with
this process, the Soviet Unilon helped Indis to train
specialists both in Soviet institutions asnd in proJects
receiving Soviet assistance in Indle. The Sviet Union has
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also helped India to set up s number of research and trsin.
ing institutions in important fleldy providing them with
equipments and teachers, | |

an agreement on cultural, scientific and technical
cooperation between India and the UCSR, sizned in 1960,
led to more regular and closer contacts batwecn the
sc-imt:ists of the two countries. The agrecment provided,
apart from exchange of scientific data, for exchanges in
 f£1elds of higher snd specialised secondsry educstion,
"he'alt‘h, and fundamental sciences, To further Indo-Soviet
cooperauoix in science and technology a Jjoint Soviet<ladlan
Comnitteo was set up in 1967, The signing of the Indow
Soviet ireaty of Peace, Friendship and Ccoperation furthered
sseistance in almost all fieldg, Soon after, on 2 October
1972, Indis and the USSR signed sn agreement on cooperation
ia the fields of spplied sciences aaé technology,

-~ In the mesntime, Indisn students were getting
trained in the USSR in fundameatal sciences, applied
sciences end technology. Between 1966 and 1971 more than
506 students completed courses in Soviet universities in
various fields of education < engineering, medicine, econo-
mics, pedazogics, agriculiure, otc,.. Since then their
number has been on the incresse, Today, oh an average
500 Indiaen students are registered in UCSR Ingtitutions

ahnuglly,
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fmong the major institutions crested with Soviet |
-assistance meétloa may be made of the Indian Institute of
Technology, Pombay, the Centre of .ussian Studies attached
to the Jawaharlal sehru University, dew Delhi (earlier

“called the Institute of fusslen Studies), and particulsrly
tﬁree gagof departments of studies . the aercnautics de-
partzuen_tv»at the Indian Institute of Technology, Bombay,
the geographical departnent of Ommania University, and the
!i_etanu\rgical déparhen’t of the Indisn Institute of

' ‘reéhnology, Kharsepur,

Soviet educationists, scientists and academicians
are actively eagaged in more thsn 30 Indien institutions,
ingludmg 18 educational estatlishments set up under
UNEEC0, EBetween 1960 and 1974 more than 500 Soviet edue
cationists worked for varfous temas in Iadisn universities,
The Indian and Soviot scademies of sciences have played
a significant part in the promotion of scientific coopera~ |
tion between the two countries, The joint Indo-Soviet

| commiésion, engaged in selecting, tratnislatineg snd pubdbe
1ishing Soviet text-books for Indian colleges, is carrymg |
out useful work,

in Bvaluation

It would de our attempt in this ssction to

evaluate the édvantages and disadvantages in the ’
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i centext of ehe» Indam-wviet ereait relat;iat':& The fonowmg

l

'qxestﬁoné seem nelevaut. T R ’

Syt

% , gt has beea” the oxéess eostt Gue to tyznf of o1d
frrom the ‘Soviet Union? L LT T T EI

e

i 2, _ﬂ_j-,-*me the sectors or meustries for t«:bicb $ov!et

SR

'.\credxcs vere avanabla have high przority 1n Indza 5"
develoment programme? If the answver to eb:s questien 13';;'
Yot thon the eost of tied aid has reany been grea»ter .

_‘ " than. would appear f:om quesucn 2 above. Sucb ‘add \buld
;'_f-:_ :have ceused a 6istortion m the development prioritie« ot—’f_
‘Iats, ' o
3 It is of’ten tbe exporience ‘of developmg éoune ’
.. "tries tbut -the donot seeks to mcrease dfective tymg by'_",‘
redueing the 1ocal eost oomponent of che aided pm:ectg.
This is done by ratsing artiﬁciany the fmport contont |

vhich is tied to the donor soux'ces. To uhat extent has -

‘Rast mropéan aw cauaed auneoessary hp@rt of’ ckllls ‘“‘Q"
| ."un&a‘utilisation of skins locally avanabla? ihis
: would mcrease acmal costs of azd-tymg bayona mac they

E wuld otherwise have deen,
6

D magwatz has argued that: source-tyymg will |
- Riagwati Wﬁ% G&CTAB 8ecretar1at
: (Nw York, 1o Lonors prefer projoot tied ald.

" because the political im act of . px*o% ect ald is .
“greater as against aid which. supports the general .
. “baleance of payments of the recipient, Projects
. tying also sewres a substantial accountab lity

con t&. 'K ) p. 82
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o impose costs, which include monopoldistic pricing by
suppliers, even when ideal procurement policies are
followed, Moreover, these costs are iikely to be acsens
tuated when the douor countries also sposify the end.use,
by projeet or otheruise, of source.ticd eid, Tbese costs
uvill vary withs |
1) - the flexidility iIn substitution that the reci.
pient country enjoys through sccess to mere than one sourcel
of fox?eigri fundsg |
ii) the extent to which siich exploitation of substi-
tution possibilities 4s permitted by the donor countriess
and -
111)  tho willlagness snd sbility of the reciplent
country, via optional procurament and relataed policles,
to exploit such substitution and competitive possibin-
ties, | |

~ Taking her cue from the above, fsha batar argues

that other donors vwers generally reluctant to providé

previocus f.n,
agad control over sid expmditure.

. Both projectetied end sourcee-tied adid limit
the effectivenegss of agsistance to the recie
pient coun.ries, by reducing ecomomy and
mesnocuvrabiliy of foreisn exchange, Source-tying
woulé lead to buying at the costlier mark-t,
The productive teghnigues %o de bausht aizht
be @ite inappropriste to the yecipient country,
The worst form 13 doudbletyine becsuse it ifncresces
the cost of ald procuranent gnd aleo creates the
prospacte of monopoligtic pricing by suppliers,
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£ inance for the iype of projeets for which Fast Quropean credits were
available (that is, pudlic sector projects), The cl;:oice ués restricted
to what t;he donor country eoule offer oven if some of ehe equipmeat was
not always suitable to hdin's requiranents, There was ume room for .
mitigating the effects of tied ald by W&w_gn; poli. s
cies as the supplier of equipment gnd’ the purve,yor of credit happened R
to be one and the same body, |

’me following two cases of excess costs can clearly be eiteds
(1 in petroleun refining, the equipment and producuon processes
w‘ixich they could offer were not suitable to India‘s requirements; ana
(ﬁ) the costs of production in the Pokare meel d)rks and the
‘ Gauhati and Barauni refineries wera higher than the px'ivate seetor
refmeries and the United States proposal for &;ksro. “

costs of mblic Seetor 01l Ref inerdes |
Costs of public sector eil refinerles (Re, m‘ﬂliqn)

dame . Capacity ' Township Total Foreizn , . :
(million tonnes) - cost  exchange  Collgtorstor
, L component = '
Madras - 2. 50 -  440,0 R X Ital.’i)
Gauhatl 0.76 17,2 - 1.8 - 64,3  Rumenils
Barsuni . 2.00 34,4 434, 5 178,1 . USSR
¥oyall . 3,00 26,0 307.0 150,0 USSR
Cochin 3,56 4.84- 293, 3 177.8 Ph 1% ég; Petrol.
- . : . . wm

. Haldia 2,5 - . 46060 230,0  Technip EISA
Haldla . 2 e Industrial Rie
‘ port( Embgregt)

2, 1965/6, cb, I

It s clear that the fussiens charqed hizher prices than the )
private sector. ihile rhilips Petroleum charged Rs 203.3 million for ¢
8. 56 million tonne plant at Cochin, the USSR built a refinery at '
about the sgme time st Gauhati with a- capacity of 2 million
vtonnes eos';ing..ﬂs 434, 5 m_ulinn.l However, Dat;ar suggest:s that siace
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petroleum is gn integrated industiry and all the profits
are made in produclng crude, the deal should bo exsgnined
as a whole, The Madras refinery sms going % refine crude
from a Persian oil-fileld, JMuilarly, Phillips Petroleum
made 1ts owa arrangements for Importing eruds, The
addition of a new outlet for their crude was a net gain
for them, even though they could not charge monopoly
prices as the old established companges é3d in the 1950s,
Taking into account these factors, Datar says, the 'cheap'
ref inery mey prove to de an 1llusion if it is shown that
erude could have been obtained at cheaper rates from other
sources, She, hivever, does not suggest any other sources'
and overlooks the fact that the only other possible source
of crude was the Soviet Unilon, which is tho second largest
producer of crude in the wordd, aAnd the foviet Union,

af ter having established a certain shars in the wrld oil
market had now developed s vested interest in stadle and
hizsh oil prices.7

| When the Western dids revesled the high cost of

Soviet gld, the foviots were glso forceé to bring down

- their prices in orcer to stay in the market, The a3ree.
ment for the Koysll refinery, which had already bdeen
signed,l was revised and the cost consideradbly reduced,

It however, wss still substzatlally more then that
, ehargedv by the ¥estém firns = hs. 307 million for

‘ ;éril 1074) quoted by R
he Third worlad®, }

9 ODp t<=itt=. ,,tg i. mcm ‘{’; ehefcm(za.m
all ations was tha e pricing poliey o ©
»ovg%t Union is tc raise tge priee after 3 foothold

Man hamn acn®tah?9cohor ¢



ié'million tonne plant, |
‘ ‘During sn inquiry into this prodlem in Lok .
Sabha the representative of the Petroleun Ministry sald,
'“a‘e have to confess that whenever we invited limited tenders
fmm a single source, whether 1t is an fast fropesn
‘ country or gny other source, we are aot able to get aluays
a oompatitive price, In the case of Fast Hirope, they
are sensitive to our finding that prices are not competi-
tive, According to the Agreement, we buy only whea the
prices are competitive in relation to worlé prices, é'lheyﬁ
bavé sluays shown willingness to reduce 'price.*g An
| example of charging monopolistic prices is the hesvy _
‘machines tools project at Rsnchi, The brzginal estimate cost
"vas Rs, 185 millson, It was revised upmtés within
6 months by Rs, 75 million, 'mié is g familiar story,
Michael Kidron has pointed out thst "Indis may dbe normally
paying anything between © ati-d 15 per cent, cometimes as |
“mach as 20830 per ceat, stove the ruling 'prices for aid
s‘ngportéd imports, ®
- For bokaro there were both US ghd Soviet
proposals, -On the basis of the estimastes given in the

8 Goldman, op. cite, pe 93,
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proposals, the cost of a 4 million tonne plant huilt by
the Soviets would be agbout 25%¢ hizher than one tuilt by
Americans,

'X’ota_l Costs of Construction of the Pokaro Steel |

. JPlsnt ,»
Stege I Totsl
US (millfon Rs,) >4 716
USSR(millioa Rs,) 486 o027

Soniges For the USSRs Dastur snd Co,y Cost Reduction
Study on Bokaro Project, Csleutta, 1066; Jor
the USs Xlliot and wagner Synoggis of a Techno-
feonomic Survey of g Proposcc Jntezrated Steel
Plent at Poksro, uashingvon I,C,, 1963,

Dastur and Co,, Wio wore coumissioned to do the
initial feasibility report for the projsct concluded that
the costs of the Soviet project were %o high, ‘i'hus,
the report says, "from the time in early December 1965,
when these estimates became known, they bavg been generally
considered high, even after taking into account the ine.
erease in import dutles and escalation of equipment and
construction costs during the lsst 2 or 8 yesrs, It is
also knowa that steel plants designed to produce flat

products with facilities comparsble to Fokaro sre under
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eons‘emction or have been completed ﬁurmg tbe past fev years m Brita:ln,
. °
r-rance, l}taly anﬁ Bapan at less than one-half %he esttmated cost of Eokaro.

Rstimataa of '10\:31 Plant Costs of D:fferent Steel &orks

Estimates of total plant costs of different steelwbrks

- . Tnitial o o ]
_ Bteelworks Year of - 4ngot steel Total plant Plant cost
o - complquon capa city(mts cost (mile  per annusl
1lion toas lion tons ~ ingot ton

o PR o per year)  per year) _ Rs.
iluyena(depen) - 1966 < 1,50 " 1488 992
‘gpencer iorks(U.K) 1962 1,40 11638 1,170
Tarsato(Italy) *  1oes 2,50 2153 © . 'aed
‘Dunkir¥( France) 1963 = 1.50 - 1,440 . 960 .
'~Bokarowasﬁ b ropossl) Stege I 1,70 4,860 2,860

Source: Dastur anglo, |
o ‘This was not an avoidsble cost, says Dstar, because Intna éid
not have other sources of fingnce for the projects concerned, However, e 1s
1s surely .no. adequate mstification for the advantage taken by the Soviets
'ot their position as donors,
Datar's answer %o -the second (pestion is convincing, The Bast” .
axropéan orédits were used for the develbpment; of heavy industries in
the public sector. dhile the thmkmg of Indian planners tbemselves was
- probably mflueneed by the experience of the centrally planned eeonomies,
they had definitely opted for a development process in which the develop-
ment of heavy industry in the publie sector played a key role, Hovever,
tbere was 8 fallure to def Ine priorities in industrial development and '
k) rank mdustries accorémg to welhdefineﬁ ¢ritertia, This shortcommg '
. vas eommon to both the¢ Second Plan document and the Inﬁustrial Pblicy
Resolution, &8 a result the choice of mdividual .pro Jects was perhaps

°o bﬁ N, Dastur and Co,, Soshi Be
- __( alcutta, May 1966), Pe a,
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R arbitrany. 'X‘he avanabnity or non-avauabzuty of oredit
zaust have been a factor 1a the mvestmcmt &ecision. ‘i’be
Bast mropean credits influenced tbe ttmmg of cortaia
.':5- . dnvestnents, e.g. the heawy eginesring wrks ot Renchit, -
Thts ;ls ohvmusly not metb!ng tor whieh t!ze Soviet;
Un!on oan be ‘taken to eask. | | e
cl “In aﬁswering the thlrd quest:an, Datar says _““ .
that tbe &vxet oontracters were géaerany wnling w nse |
uhatever local skuls were avanablq, *ﬁ on).y bécause
) ot t.be relanve acarcity ot sknled m&lgefms manpower. .
4 eomprebansive trammb programme of a kmﬁ that a foreign
. firm would got have tound ptofitable was prbvided -on the
Soviot px'oaocts. att m&all Sovtet progects, the credit
agrement is eomprenenslve so that" the &vzek Qtatf takc
rosponsibuuy for everytbmg. complete Soviet tecbno«- | :
logteal and manaseraal control 4s maintained until proaeot
compleelon. ‘Ihoy anploy large numbers of their owi
_,:," nauonals as necessgry. In Jannary 1961, for mstance, \.
S tbere vere more toreign technieians on mnat's pay ron
than on t:hat ‘of T.urgapur or Fourkela, Oxxe of theg eftects
- of this poucy 15 to pmveut the gmwm of Indian techao-
lory and kmow-how, In mattors like opanwcast coal
minmg, Ingign technicisns are fully @alifisd to plan
: and: oonduct the operation., HRut the Soviets insisted on
their agencies being sppointed as technical eonsultants )
ag the prlce of aid glven to tuy %viet eoal«mming ,
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_ equ‘ipmelaf.‘ Even feasibility studies were to be done by
Soviet expex'ts.m .It 13 also true that beinz concerned
with the success of 2 project, the Soviet contractors
usuaglly insisted on doing all the pre.investment appraie
sals, detalled project reports, drawings and desisns them.
selves, Technical assistance of this nature csnnot serve
to promote the developmeat « Indfan technology, In Pokaro
wo have an outstanding example,

| after the US had withdrawn its offer of aid for
Bokaré Pastur and Company was commissioned to prepare the
detalled pro jJect report, This was sutmitted in July 1963.
<A technical committee sppointed dy the Govermament scruti.
nised the report snd recomnended acceptance, This Committee
included & I, Mahper, the top Soviet steel expert at HEhilal
who wrotes

"0n going through the project report though
not in much detail, I feel that the design
organisation (Dastur and Co,) which prepared
thegse materiasls are haviang all the potentisli.
ties to work out ths first working drawings
and also to supervige the programse of conse
truction of the stesl planlee.. ™

10

LA
CO LU -

12 January 1974.

11 Letter dated October 7, 1963, quoted in Conmittee
on PRudlic Undertgkings 9 Pe e

\d



A s th very soan the i«hssians maeted that ehey
""voula thmselves again do the Detatled Proaect: Repo:t. |
Thougrh Dastur and Co, had been wrkmg cn this project -
':amce 1958 and had acenmulatod oonsiderable data, thelr |
H.-;sqrvtces vere not utuised by the &bv:let ceat;raezors. Ir

: Destir ané 0o, had been assoclated with the contractors
from the begixming, project costs m!ghk lmve been congle

: derably reduced. o o

‘ - In the cese cf Bokaro, Dastur and Co,. niade a

/ wst Reduction 6&:@.? whlcb uoulé have saved at laast “

* Ry - 1.50 crore& The main snggestions weres (1) that .
'..largex' convcrtors,, of 900-300 tons, rather than 4 00Rvere
"":-~tors of 100 tons in. the £1rat stage be ttsad; and 11) that
tbe elabblng mul be dropped. The latest steel teehnology
’ "uaed convertors of large capacity.. The Soviet side, |
hwever, peld that the operation of such large convertors
haa not yet» bean fuuy estabusbed m the U$SR and there. '
. foro they \eould ‘trstal such ‘convertors only 1n the sacond |
stage, "contmuous Casting of 8teol m %he U.asn -8 azrvey
pudblished by OECD in 1964 ahows that mvftallatione had been
planned in the Usan with comertors of 200.ton capacity. -

. I8 1s tnus clear ..th.a.t‘, if a.plant like
- Pokaro were to Se-*'set up in the Zoviet
Unxon, zt would have been designed in
""f.,lsaa (and definitel,y 1n ioee when the”
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bmposals of the Cq'st Re@uction bﬁxéy‘ ‘
wore being discussel) with g ;,irov!sien
for large-sized convertors and without
any provision for s slabding mill, w12

In the 1953 Ihilsi agreement 4t was explie
citly stated that: | |

"The design of the works and the come
ponent parts as well as the msnuface. |
ture of the equipment shall be carried
out by foviet organisations on the dest
up-to-dste level, a13

| 3 In the case of Bokaro there‘as no such clause
in the ggreement - so that the foviet Unilon could not be
held liadble for supplyinz outmoded technology, And this
1s exactly what the USSR did in the cese of Fokavo - the

supply of obsolesecent technology, ' |
.- The propossl for Bokaro bdrings out'ianot‘her
feature of foviet project plenning, The problem is not

12 P, Desal, The Eokare Stee (tmsterdan,
dorth Holland), p. 57
13 Bmal Pl’asad, n‘ k) Po 870
\
\



approached as one of achiaving the given target with
minimum costs and units of optimum size, by phasing out
imreevst?mem:..1“4 The dimension of timing in investment seems
Yo have been neglected and many units were of g lsrger
size than 1nitislly needed, If the units had been of a
smaller size initlally the totsl costs would have bdeen
lower, Secondly, when plenning future expansion, the
latest tschniques of production could have been agbsorbded,
One criticien that can be levelled against all
Soviet.alded projests is that the completition of pro jects
took very much longer than expected, In planning a project,
tbé planver should study the location, the source, cost
“afid consumption of raw materials; the labour requirements
the profitability of the project; the demand for various
products and the sultadbility of the output of the Indlan
market, The East Ruropeans, who have wostly done their
own pre.investment appralsals gad detailed project reports,
have of ten made omissions and miscalenlations of many of
these items, ihis bas led*to‘delays in construction gnd
loss of output,
Thus, the detailed pro ject re;porglon the heavy

machine btuiding plent at Rgnchd did not diactfss the question

14 A CPI(M=Ll) charze (see p,%4° ) hag been that “the
(S‘oviet alded) px'ogects are designed not with a
vlew economy but to maximise sales, ™
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of svailadility of raw materials.-’. Thig daused consi=
 derable delays in the implementation of the pro jects.
Hany of the proJeots were based on insufficient data,
a failing which was especially evident in the field of
pbamaceuticals, Thus, the Comnittee for Pudlic Under.
takings report on phamaceuticals says, "It is as a
result of this cursory data, on which gssumptions re-
gardiag eeonon;ic feasibility were based, that the Phyto.
chenical Project at derismangslem had ultimately to be
abandon‘ed.... governmeat had proceeded with the Pro Ject,
inocurring a loss of Rs, 3,30 million bdefore the Pro ject
was abandoned, .. »15  Tne practice of writing DPRs on
the baslé of inadequate data resulted in serious marketing
| problems also, The Indian Drugs and Phamaceuticals Co.
was producing drugs for which there was no demand, 61'
in quantities far in excess of what wss required domesti-
cally, 16 13 thege are special cases of ¢ne general
eriticism - bad project plaaning,

To mention some of the projects which _hav’efboen
delgyed « Heavy Machine Huilding Plant of HEC, Randh4,
The completition date was shifted from end 1964 to 1067

15 Committee on Publie Undergatgmgs :

bal z:u( iy d"xo‘k:'
Sabhs), 13th Repor

16 Fl'om an article on Soviet.alded Mhterprises
in The Iimes (Londen), Octoder 19, 1970,
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: and 1t was fmally eompleted "ln 1970. N MAHC was dolayed by
.'uve years. It was’ ostiuia«ted that extra-expcnditure to
the oxtent of Rs, 167.47 1akhs was mcurmd as a result of
,'aeiay in supply, & ladierous example 1s that of Iokaro,
\_',_vhich was mtxauy concaxved to g0 mto px'oduction m -
1965-66 aué was barely cQuplete in 1976. Other mstances R
antibiotics plant, Risbikeah, late sugpltes ar arawinns,
bma prints L1} equipmeut; synthqnc &mga 91&“, Eydarabad,
deiay 4in mpply; bbaraﬁ alummmbx qorporauon, Kox-ba, delay |
in supply.‘ T P : 'f-j' "
In some cases equipment ané spare parts have bcen
: suppuod wlth no consmeratlon paid to their actual requzre.
ment. Fox- mstance, m the dise-of ‘Bukawm,‘ "whdle oa the
one hanﬁ, the supplias wcre dguexoééhtjo'i::he extent of L
10,000 tons for the nret blast ﬁxrnace oom;;lex, a largo |
number of 1tems ot roa.nng mins requh'ed mucb later havo

i -P

Loer R . oy it
‘, . » B AL SR . oo, L
) 4

“In the caso of BEC Ltd., "aparas worth more
than 2. egures of rupees. ware received tuch before the |
rea;pt ot glant and oqam«mt ror ubieh t;he qugoz were |
required. ‘The - sparea rusted m tbe sﬁores em. the plant
aad 6quipmnk arrﬁed. "18 o

alreaay bem aupplied. ”?&7

3

‘i’? Committee on Public Sector Undoﬁtakmgs Annnal
Reports, 1965/6 to 197374,

18 Mie
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. Delays of upto 18 months to over z:yearS’fot f
ifparts of a pnoaecc is the typical case, The‘cosh»ot.
delays‘ 1«- the loss in pmducuon and the éonsequenily
bigher lmport dill, L, e 4if g plant reaches full capacity
‘ two years later than the plan proaecttons, eqpinment has -
to’ be imported, ané this may csuse delays in otber prosects
which,wene'sgpposeﬁ to use tbe_eqnipment. The other ‘cost
of delay:ié that 1t costs'mora to set up'tﬁe plent fhan
‘originally proposed, Table 19 (4ppeadix I) drings out that
thg-;egisea'éstﬂmates for prosécts finagceﬁ'with Sasc Riropeah
credits are much higber than other projects,

It has deen held that sweeping criticisms of pudlic
sector projects do not give sufficient attention to the
" difficulties of ploneering a capitalegoods soctor
ian a poor, semieindustrizlised soclety, Bowever, this 1s
no justification for the delays in delivery of equipment,
or the delivery of faulty equipment by the USSR,
Again, 1t $s harély ani consolation that delays were in
~no way unique for Hviet-alded pro jects and were as
conmon with the pudlic sector steel plants financed by
Western sources, 19

Military Qm. |

There sre three ways in wvhich the supply of

19 Bast Buropean Aid to Indls, in m_mm;m;,
- oPe _cit., Pe M43,
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weapons can reiaforce hezemony, First, arms can de pro-
vided to enable lozal forces to perform military tasks
vhich agre in the interests of the supplyins country: to
prevent real or imsgined military threats to the system,
Secondly, the supply of armg may strenzthen the relae
tionship between the supplyins country snc the recipient
government, In this case, the supplyins country may bave
nothinz or little to gsin through the use of the wegpons,
Having received arms, the recipient country becomes, in
some degree, militarily dependent upon the supplying coun-
try, ihe latter can then demsnu favours or withhold
spares or further supplies if the recipient country does
not coumply with its interests, Alternati-vely, the supply-
ing country may simply be interested in preventine gnother
supplier from achieving this kind of relaticaship, Thirdly,
the supply of amms may provide an opportunity for influence
ing individuals in the recipient countries, This oeours
wvhen contacts are made between the military persoannel of
the two countries and when militery training accompanies
the provision of weapons, This function is most relevant
for countries vhere the military play an important role
ia politics,

viet military ala to India does not seen to
reinforce the super powers' influence in the sub=continent
in the first tw ways, though aot in the third primarily

because the military does not as yet have any role in the
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decision-msking process, Ddviet aid {s, however, mesnt to counter
the so-called chinegse threat to India gs slso talance the arms
supply to Pakistan, Anc in the licht of the complete monopoly of
the USSR in the supply of defence equipment to Indis, the second
condition is fulfilled,2® An lndila depencent on the USSR for
defence equipment 4s in the larger interest of the Sviet Union in
thé context of the latterts global rivalry for influcuce with the
USA auc China, particularly in Asia,

Before 1962, Indis's policy of noneglignment was reflected
in tw aspeets of arms procuremeat, First, Incia refused to receive
any military aid, Krishng Menon said in 1961l: "There 1is not one stick
ia our services that hss not been pald for, There is no item of
equipment in the Indisn army, navy or ai: force, which has been
given or received by us in sid from anyvhere, 21

Secondly, India avoided purchases from either of the super-
power, In fact, apart from the gi1ft of two traasport planes from the
Sovi~t Unfon in 1955, Indla <id not purchase any “ovi=t equipment until
1960, .uring the 19508, nearly twethircs of India's supplies of mgor

20 M exaggerated view of the role played by the arms trade
was expressed in w 28, 11 July lo6l: "Like
US imperialism, Sviet revisionism 4s a wolf in shesep's
clothing, L«bile dolin? out cranky machines and arms %
Asian, Africen and Laia fmerican countries, it plunders
fabulous wealth from them,.,.. Through its military ‘'aid‘,
Soviet revisionism control the amed forces and key mili.
tary departments of the recipient countries, takes their
military training and operstions plsns into its own hands,
en joys various military privileges and establishes mili-
tary bases there, In some of the reciplent countries,
military personnel and 'advisers' from the Soviet Union
have deeply penetrated army battalions -nd companies, sir
force squadrons snd Ravy warships,

21 uoted in Christ Science Monitor, 18 July 1961,
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weapons cazme from Eritaia, 1ts traditional supplier, The
navy was almost eantirely Pritish, the amy snd air foree
somewhat less so,

Several reasons for India's heavy dependence on
the wegt for military eq ipmentz2 have been suzgested,
Firstly, it was not easy % obtsin authentie informsgtion
about the performence of “oviet equipment, 3Iscondly,
language was a problem, «ithout the kmowledse of Hussian
leaguaze it was difficult to ¢trgin the soldiers and
officers to handle foviet equipment, Thirdly, the Indian
armmed services vere brought up in the Lritish traditicn
aad were therefore orlented in that cirection, Finally,
India's contacts with the amms trecers of the British were
more wide rang ing,

The tino-lndian confl ict was followed by two
important changes in India's arms procurement policy,
First, Inala requested military aid from whoever was williag
to grant it, Secoadly - anc this was only Indirectly a
consequence of the war with Ching « India came to rely
militarily on one of the super-powers, the ‘oviet Union,
In fact, betyeen 1965 end 1260 eighty per eent of Indias's

defence imports camé from the HdOviet Union.za

22 ubremanism, "Soviet Military issistaace®, in
L8303, Inco-dviet Jooperation, .iew Delhi, 1971,
Pe 37.

23 Stockholn Internstional Peace iesegrch Instituts,

Ams Trage with the ihird wrlo, 1971,




luring anc immediately after the war, the western
powers rushed to the siu of Inais with everythinz from
woollen socks to guns, u«o amergency aic was recelived from
the Soviet Union, but the Wwviet Unlon suyplisd ia 1963
alrcrafts uader an agreement signec in Septemter 1962,
“fter the first flush of the inveslon, the .estera powers
soon became disillusioned with the new Inaia, wuite gpart
from the fgct that Indig continued to receive ailitary
equipment from the coviet Luion, it refused to accepl a
US and British commitment for alr defence in case of
attack, India made it clear thgt it regarde: its defence
as wholly the responsibility of the Indian governmeat and
would prefer to purchase 1ts own air defence system, hut
the .esteran powers were uawilling to supply such a system,
The main reasoa seems % have beai the objections to
India's links with the viet Union,

The Sovilet Unlon, on the other hand, was willing
to increase both military enc economic aid, ech aid would
reduce s«estern influence znd, it was alss an element in the
growing “ino-JSoviet dispute, In Septenter 10€4, India
sizned an asreament with the ‘oviet (nion for en additional
cirect purchase of MiG-2ls, The value of the ceal was put
at A 142 million, This credit iucluded technical assise
tance gnd machinery for three tactories to te bduilt in

India to asseable and manufacture more Miis -« gltogether
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a total of abtout 200, .gportecl,, tre crecit wgs rea
payatle In rup-es, for over 10 years at © per cent interect,
which the dviet Union coula use to buy lucisn proaucts
such gs tea;, Jute anu csshew auts,

The story of lndia's navul purchisses is no
gifferent, EPritain offered in aovemb.r 104 three very
olc “"Weapon" class Cestroyers, which lucia ceclineg, lhe
UG 51s0 proved uaresponcive, agnc 1n 1965 Indis g:cepted s
‘oviet offer of "Petya® class fri-qtes, In 17264 also
Incis begaan lookinsg for a2 submarine, Fritszin o!fered
Indis 8n otsolete orld war 1l mocel which Incia turned
aown, .oou an srrecement was sizned with the ‘oviet Lnlon
for the provision of 4 ‘oviet sulmarines, ‘oviet guvisers
have been trainines Indlau sutmarine crewvs,

In Ceptanber 1965, curinz the Inu.-Palistaal
coaflict, the UK and UsA went a staze further by iInsos:an
an embsrgo on both parties, .he ovict Ualon c¢id uot
do 5% 1he Anclo-imaricgn relu :tauce Yt supply weapons
lucreasingly l¢d Inuig tc rely cn the ‘oviet Unlon, After
the partial liftinz of the U eabergo in 4pril 1067, the
U made au atteipt to 1limit luuia’s purch-ges rrom the
sovie t Lalon, but to nc avalls

From a ‘bviet point or view, tho estzblishment
of a .ussian militar, assistence presecce ia Inciz uas

in part s respouse tc ‘meri-~an aras gic ciplomacy in
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the S7ATO area, >° The Sviet Undon wanted to offset
efforts to strengzthen the northera ties, Takineg acvsutage
of Inalan conceru over Pakistan's defence buildeup,
“oscow had moved to add dew lelhl to 1ts arms aic recia
pients, Iy diminishing Indie's relisnce on sestern
influence in Incia anc link wew leibhdi more intimately
with Méecow. oviet ams gic further served to icentify
Soviet policy with India's nationslist aspirations. The
1962 accoras sought particularly to uncerscore this poiat,
As for Incia, anxious to reinforce 1it: commit.
meat to non-gligznment in internstionsl relation-, India
wanted to reduce its dependance on the west for ams and
diversify its supply sources, Fqally importsat, India
regarced Pakisten as s major threat to 1ts position on
the Asien subcontinent, India sought to acqiire modern
equipmeat to match the weapoary Pakista. received from
the U, & According to Indisa spokeamen, only the US
anc the ‘oviet Unlon were atle to furnish the heavy
transport adrersi t ana helicopters suited to India's

24 zyafre¢ Joshua anc Stephen P, Gibert
b ™ N 3 " o ), \.l

Arms for the i

NALG QL0 R _QUF4r i A
W(The Johns Hopkins Press,
ltimore enc loncon, 194Y), p. 58,
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high attitude snc climstic conditions,2® ‘hen the Soviet
Unfon proposed to meet Indlan demands for consideradbly
less cost theu the US, anc when Moscow, unlike Hashington,
was prepared to receive pgyment in Indisn currency or
commodities, Indla declaed to sccept the Soviet offer, 20
The bulk of India's frontline air force and naval
equipment will be from Soviet sources for at least the next
few years to come.g" It has always been a basic aim of
India's defence policy to become selfesufficient in military
equipment, in oraer to be adble o pursue its policy of
non-aliznment, ihile India has achleved consicerable self-
sufficiency in the fielc of small amms, it 15 still pure
chasinz large numdbers of aireraft, ships and tanks from
abroagd, mostly from the Soviet Union, Even those that
are produced in the country are mainly agsembled from
imported Soviet components, Host domestic defence equip-
ment is produced under licence from foreign countries,
Industrially advanced countries like the Sviet Union
are of ten uavwilling to transfer manufascturiny Imowehow
and Indla's RRD base is not sufficlenty gdvanced to

develop its oun weapon system, Thus, for instance, India,

25 See the defense of the Indian-Soviet ams accora
by Lefence Minister V, K, Krishna Menon,
Adnes (New Lelhi), April 13, 1961,

s October 15, 19603
1960,
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with g very ambitious defence production programme, davotes
only 1,3 per cent of its defence bucget to A/RL, compared
with 10-15 per ceat in France sad Britain, @ven assuming
that R&L facilities could dbe mobilised at very grest cost,
the time factor involved in the production of s particular
weapon system may well mean that it 1s obsclescent dy the
time it is produced, Hence, it 1s likely that Indla will
continue to be dependent on imports and forelsn assistance
for very masay years,

The sbove analysis belies the contention of
Vinod Yehta that while "our cepencence on ™merica, Fritain
and other western countries for the supply of sophisticated
military equipment began to decline progressively,... this
does acot mean that our dependence on the Soviet Unicn
bezan to increase, Far from 1t, the Soviet assistance
has been designed not only to supply sophisticated military
hardware immedlately but help India become selfesufficient
fa 1ts production,2® This view seems to overlook our
dependence upon the Dbviet Union in the military sphere
altogether,

In fact, some interesting featurcs of ‘oviet
military adc to India need to be sxanined more carefully,

dats Indugt

olh i, s Pa 70
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The USSR, like other supplyinz countries, tends to charge
hirher prices for parts thau they co for complete weapons,
Thus, the forelgn exchange cost involved in produecing
M17.21 and Slouette in Inulas 4s hither thon the cost of
importins the same girersft complete, The USSR ssle price
for complete MiGe2l airerzaft s ectimatec at between

a8, €0 lekhe anc Rs, 75 lakhs, The price of the first

39 alrersfts, which were built from majer usse-tlies supe
plied from the USSh was .s, 77 lakhs each, ‘s the alrecraft
bezan to be masnufsctured from meterdals supplied by the
US5SSR, the cost went up to .., 1,27 crores each, Of this
nse 83 lskhs 1s in foreign exchange, i,e, payment for
materials supplied by the “oviets, Thus, even leavinz
aside the profit fror the sale of machinery for the
project, it was more profitable for the USSi to hauve the
aircral ts manufactured in Indiz than to sell the complete
aircraft, Even later, when the extent of indicenous
materisl was increased, the foreisn exchsass co-t (3s, 70
lakhs in 1971.72) wss at lesst equal to that of g complete
aircraft.gg This fact incicates not only the expense of
cefence procuction to a country with sc.ree foreisn

exchange resources, but also the extent of uependence on

29 See Lennds Chiles gnd vichagel iddron, "India,
USSK gna the MiG Pro joet”, in

Bolitical seckli, «eptanber ?9, 1973,
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the Soviet Unilon,

As in the case of industry, here too the Soviet
Union gained a breakthrough by offering to set up plents
for the manufacture of Mi17.21 fishters, .ith this and the
sale of both the ¥M1i%s and V-7 (mainly s ground support
fighter) the Incien iir lorce became significantly depene
dent on the Soviet Union, These two alreraft now form the
main strength of the IAF,

At the same time complete control 1s maintained
over the project, Jomplext parts -« such as undercarriages,
braking systems, communications and electronic equipment
gre still imported, Little 1s learned about masnufacturing
afreraft from forelgn colladoration since there is hesi.
tation to part with the designs, India is manufacturing
only aon-essentisl items, If, for instance, for some
political reason, the Sviet Union deecided to stop supplies
Zof components, thers is nothing that the hdian Sovernment
could do sbtout it, and the three plaats set up at enormous
cost wuld lie idle, 4s the Stockholm study noted,

*Indis would not dbe in a position to under.
take the manufacture of any other alreraft
in these factorles, "0

30 SIPRI, Amg. irade with the Thirg .orld,
(] cit., Pe 753%
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Lespite Indian requests the Soviets have refused
to part with the dotslled design drawings,

"Under the terms of the contract, the
USSR does not supply Indis with any

detailed design or type approval date,
Requests for the supply of these from

the Indian sice have been turned down,

In the csse of the army new supplies of major
equipment are mainly from the Soviet Union, Although the
British 7ijayaata tank is beinz procuced here, sn order
vas plesced for seventy-five (-55 tanks from the UCSR,

Alone with the Adlr Force the kgvy is also almost
vholly dependent on the foviet Unlon for new supplies,
Purchases from the Soviet Uaion zccounted for all the navy's
sutmarines, half its frizates, all its mi-sile¢ boats, and
the few landine craft fn the iqventory.al

The period since the deginning of Treaty of 1971
has only increased the Sviet Union's grip over the Indaien

31 From W% a study
by the Internstional Ingtitute of Strate.
Jnadan

gic Stuuies, london, quoted in
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srmed forces, luring a receat trip (Februsry 1975) of
the Soviet lefence Minister Grechko, accompanied by the
igvy Chlef andé the Alr lorce Chief, many new items came up
for discussion, They weres Mi3«25 (deep penetration air-
creft), TU-22 to repleco the Canada medium ranze bombery
Plyushin 38 end 39 for naval reconnalssencey Kara elass
cruisers gnd krivgk destroyers armed with ship to ship
missiles; and a repelir shop for submarines,

In the case of naval equipment there 1s depene
dence not only for spares btut even for overhaul and
repairs, Thus all repéir can oanly be carried out under
the supervision of Soviet advisers, There are 50 to 100
such advisers at the Naval Lockyzrd, Bombay, and they are
allotted to every shop in the dockyard, If this is the
situation in Bombay, the Visakhapatnam iLock must have
many more Soviet advisers, Visakhapatnam 13 the headquarters
of the Eastern wWing, and the iaval lockyard there with
a submarine dase 1s itself beling constructed by the USSR,

There have been complaintg that the Soviet
Unfon was not supplying sufficient spares for the Min 21s,
Mie4s, heavy artillery, tanks ete, Madhu Iimaye had stated
4n Parlisment that there were sufficient stores for only
10 days confuct.32 This statement was not contradicted

32 Evidence presented to the Parlismentary Consule
tative Committee of the Indian [efence Ministry
on 21 Jduly 1970.
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by the Goverament, It has, howsver, been denied by
Jag Jivan Kam, the Dbefence Minister, that the Soviet Union
was withholaing spares for the Mi7e, 33

Hat such action on the part of the Zoviet Union
seeing its record in other countries, is not very unlikely,
weapons supplies have been used by the “oviet Union to
serve its strategic interests ggainst the US and Shing,
4ithholding offensive equipment for Fzypt, planting several
hundred advisers in Hgypt, uot supplyine the latest
defence equipment to Vietngm - there are the best known
examples, It appears that the ecoacmic gain- which the
Soviet Union has made by supplying wespons to developing
countries are negligible for the “oviet prices have been
low, It seems that the Soviet Union, like the US, has
been mainly interested in possidble political end strategic
benef its from srms supplies,

The Indo-‘oviet Treaty of August 1971 established
India's dependence on the Soviet Union in the military
sphere, Articles VIII to X of the tr-uaty deal with coe
operation btetween the two countries in the flelds of de-
fence end security, Articleﬁ;mvides that in the event
of either country bdeing subjected to an attack or threat

33 Letter to Madhu Limaye, quoted in Hingu,
September 13, 1974, ’
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thereof, both countries "shall immediately enter into
mutual consultations in order to remove such threat and
to take appropraite effective measures to ensure peasce
and security of their countries, ®

All alignments are a product of the compulsion
felt by a wesker state to reinforce its political and
ecoaomic system and the need felt by the stronger state
to persuade gs many countries as it ean to see the world
in the way it would like them to, Alfznment between
eq@als or on the basis of equality 1s s theoretical
category, China's alizament with S5talin's Russia was pot
an alignment between ewals, wor, of course, was Pakistan's
alignment with the U§

Stephen P, 5ibert perhaps hit the ngil on the
head wvhen he said, while comparing Soviet and /merican
military assistance to Indias ana Pakistan, "the United
States has furnished large gmounts of weapons to Pagkistan
and more limited supplies to Iandia; the USHR has reversed
the order and favoured India with consideratle military
e1d while limiting ald to Pgkistan, " s of today,
India stends in almost t.be same relationship on‘depeg-
dence on the dviet Unilon as Pakistan does with the
United States,

34 ’Mbert Stephen P,, "Soviet-‘meriean Military
: Sompetition in the Third world
Tt " EIL, do. 4, sinter, 1970, p. 1136,



CHAPTER IV

InOIA'S TRADE «ITi. TH< SOVIET UHION

Prior to 1955 India's trade with the UCSR was
insignificant, both in sbsolute terms and as a proportion
of India's total trade, In 1953-.54 Iimports amounted to
ks, © million end exports were of the order of iis, 11
million, After two decades, Inuia's exports to the U'rR
increased to ns, 2,858 million andé imports to is, 2,547
million in 1973-74 (see sppendix I, Tatle 12), In the
next year there wvas a steep rise in doth exports to and
imports from the USSR and it became Indis's most important
trading partner, In 1975-76 however, the UCSR lost the
top position to the US while exports to the USSR declined
from is, 418.2 crores (12,7 per cent of the total) in
1974.75 to s, 412,8 crores (10,5 per c~nt) in 1075.76,
$he imports declined sharply durine the same period from
Rs, 402,86 crores (9 per cent) to Rs, 295,8 erores (5,9
per cent).l One can argue with some fustification that
such shortetemm reversals or fluctuations do take plasce
ané have taken place in trade between any two countries,

It 4s possitle that in the next few years this decline in

1 B, Patel, "Energing Possibilities 1n India 8
Bilateral &rade“, Boeonomdc o1 4t o al
March S5, 1977,
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trade may once araln be reversed,

This chgpter discusses (1) the features and
(1i) the composition of Indo-Soviet trade, 3s also,
(111) the advantages and disadventazes for Indla of such
trade, It concluades with s section on the question of
the conversion rate between the rupee ané the roubdble

gnd the recent rupee-rouble controversy,

Features of Mdc-Soviet Tratie

There are four distinet festures of Indo-Soviet
trade, TFirsgtly, the expansion in traede ogcurred within
a freamework of bllateral trade agreements, Trade azree-
ments were not unique to the soclalist countries, In
the 1960s, Indla negotiated trade agreements with several
other countries, However, most of them sueh as those
with Frasnce, dreece, Indonesia, Irsa and Irag, were no
.more than a gesture of political goodwill andé economic
cooperation between the signatories, Althoush a 1list
of tradadle commoaities was generally incorporated in
the sgreements, nothing was specified, The pattern and
volume of trade were determined by the usnal considers-
tions of internstional commerce, As we shall show,
bilateral trade azreements with the soclalist countries
were substantially different, It was felt that trade
between Inaia anu the Sviet Union could get a boost if

trade relatlions wer: based on bilateralism, In fact,
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an Jincrease in trade did take plice, lHowever, the expsnsion
of trade with Fastern Qrope itself 4s no 2ain and mey de
the result of diwirsion of exports from convertible currency
areas to these countries, vhether expansion of trade with
the USSK meant a net incresse in exports shall presently

be examined,

A second feature of these ggreements was that
payments for all transactions was made in rupess, Ini-
tially, in the early fifties, all payments were made in
convertible currencies, @radually, the emphgis of trade
agroements shifted to bilateralism sad, by 1956, the Fast
Baropean countries had adopted the rupee ac the unit of
account in their trace with Indis, In pructice, however,
trade dic not talance each year and the surpluses or
deficits which arose haa to be settled in sterlinz, Hait
with the foreign exchanze crisis faced by Indie curine
the Seconc Five Xear Plan thege ecountries asreed that
payments for all transactions were to be made in inconverti-
ble rupees, Ealances outstznaing each year were to be
settled through exports or imports of mutually arreed
products, This brourht about a compl-te shift to
bilateralism, It also encoureged larger trgde dbecause
any resulting trade deficits could alwnys de gettled
without parting with convertible currency bsl:nces on which

all these countriegs put s high premiun,
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The third feature of the btilateral arraare-
meats i their long-term contractusl character, “he
trading pattern is ceterainea by the five.yr~ar trace
agreements, The five-yesr period coces not mnesessarily
correspond with India's fiveeyear development of plans,
et those gireements do not ignore egch othrr's reqires
meuts so that they nomally fit broadly into the coune
tries' developmeat plens, However, the volume of trade
forms a small proportion of the total trade ef the U':.':R,g
Moreover, since imports from Inils are domiRgted dy come
paratively simple or consumption-oriented comiodities,
non-realisstion of trade plsns is expected to create only
minor disturbences in the overall agevelopment plans, On
the other hand, India's imports from the USSR form sn
eppreciable proportion of Incia'’s total Smports snd these
coasist largely of capitsl soods gnd Internedigtesgmds,
iherefore, Indis's needs for having trece ties with these
countries are sregter, 'his obtviously impli=s thit the
U 3Sh has a greater bargainine gtrenzth as comparea to
Inciz, The forelzn exchanze eonstrainte !acec until

1975-76 put Indias in an even weaker dbarzaeinine position,

2 India's share in the U Ci's totsl exports
ranged between 0,9 anc 1,4 per cent ¢uring
1970«73 aaé in imports dbetwsen 2,3 and 2,4
per ceat,
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Finally, the bilsteral azreements mgke for an
automatic conversion of szid, ss well ss cebt repsyments,
into trade flows, Coviet exports of eapital generally
cover the cost of mgchinery and materials to be purchgsed
for specific projects, Once the project has been set up
there are the regular maintensuce imports, depayment of
Soviet ald also takes the form of export of the locally
produced commouiti s, In gll these ways, oviet alc acts
to increase the volume of trade, Jonse@ently, ‘oviet
trade with those Third «“orld countriaes to which capital
was exported grew at a rate of 1l0% per manum, in the period
from 1957 to 1967, while trsde with other Third lbrld
countries grew st au annual rate of Just °%,3 The pattern
of relationship thus established between export of capital
(aid) agnd flow of trade is not very different from the
neo-colonial pattern of economic relatiouship between
the «est and ihird f«orld." thether a similar exploitation
takes place, depends on the terms of trade obtained

under the bllateral payments arrangemeats,

Composition of Trade

Indo-Soviet trace falls into the usual pattern

3 Sebastian, op. cit,, p. 45
Erownl ichgel, Farrat, :ha lgopomiss of

, op. Cit.’ p.
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of trade betveen the Third «orld and the imperialist
countries - exports are dominated by primar; raw materials
and imports by machinery ané equipment, In fact, this
division of labour trade 1s even more marked in the case
of Indla's trade with the Soviet Unlon (snd Rast Furope)
than in the case of Indis's trade with all other countries,
In 1967, and 196R, machinery and such itsms accounted
for 88,5% and 90.9% per cent respectively of imports
from the Soviet Union, while the corresponding figures for
India's world trade were 50,2% and 54,6%, Similerly,
Jute, wol, hides and skins, coffes, tea, spices, cashew.
nuts and lesther footwear accounted for 80,6% and 66,8673
of Indla's exports to the foviet Union in 1967 and 1968,
dbut only for 43,4¥ and 36,7% in Indig’s wrld trade.s

This 4s not to say that the commouity composie
tion of Indo-Soviet trade hss not been chgngine at all,
Tables(sse Appendix I, Tadlesl3 & 14) showy that, detween
19601 ané 1972.3, exports of manufazctured goods grew
very rgpldly in absolute terms; exports of food, deverages,
tobscco, etc, (a group consisting mostly of primary and
semie-processed agrictural products) also incressed subge-
tantially, but raw material exports were @quite stagnant,
However, it is the alteration in relative terms that is

5 Sebastiagn, op, cit,, p. 175,
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more significant, In the early sixties, the bulk of India's
exports to the soclalist countries consisted of primary
and semi-plrocessed agricultursl products anc raw materisls
(74.5)). By early seventies the gituation had substantially
chanced, Manufactured goods, which were only 15 per cent
of the total in 1960«1/1062.3, increased their share to
40 per cent during 1270/1-197%/3, At the sametime, the
share of raw materials fell sharply from 30 per cent to a
little less thgn 8 per cent, This diversifi-gtion was largely
the consequence of sp'cific clauses abtout inereased exports
of manufactures from IAdias in the trade and paymeats aoree-
ments, Lespite this change, bowever, the soxialfst coun
trics absorbed a relatively lower proportion of manuface
tures as compared to the rest of the worlg,

Ag regards composition of imports (see Appendix I,
Table 15), rupese trade provided India with hish-priority
imports, Machlanery and transport equipment constituted the
hichest percentage of the total import bill, while inter-
mediate goods such as base metals, chemieals, fertilisers
and petroleum products constituted the second most impore

tant gx*omp.6 There is nc doubt that these capital noods

6 In this context, it 1c worth noting that although

the Eastern Ruropean countries provides a relatively
snall proportion of lIndiz's total imports, they wvere
important suppliers in these commodity sroups, For
instsnce, in the period 19€9/70-1971-2, the sociallst
countries accounted for only 14 per cent of India's
total import dill, tut supplied 34 per cent of the
machinery and transport equipment, and 18 per cent
of the sagla intermediate wooas, bought by India (cale
culatea from statistics published by [631¢, Calcutta,
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and intermediates were essentiael to India's development
prozramme, Ihey were definl ely not low priority goods
which India was forced to import in order %to use up its
rupee balances with the sociglist countries, ‘lternce
tively, these goocs could have been secured from the <est,
But India suffered from terrible shortages of convertidle
currency to make thls e practical proposition,

An Evaluatioxf’

The attractions to Indias of bilsteral rupee

? Before an evaluation is agtteupted, it 1s crucial
to understand how the trade transagctions gectually
take place, The procedure is rather complex, “ach
Fastern Biropesn countiry maintains four accouants
with banks in Indias

(i) a central clearing account with the KBI;

(11) another specisl account with the HBI in which
it deposits agny ceredit extended to Indis as aloy

(411) s similar corresponding agccount, szain with
the «BI, in which debt repaymen%s by India are
deposited; and finslly

(iv) a current account with one or more commercial
banks, In this system Indles pays for its imports
from the socialist countries ty depositing rupeses
into the first central account or by withdrawals
from the second account, Oa the other hand, so-
cdalist countries finance their imports from Indie
by incurring expenditure throush their current
account, with commercial banks, If they want %
spend their credit ia the thirg account, 1t must
be transferred to their sceount with s comaercial
bank throug' the central clearing account, Lespite
the complexity in acecunting, the egn {1ibrating
mechenisn 1s quite simple, ¥¢ the Usch exheusts

Todi, continues,q..
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trgae are many, tirst, trade with the sociglist couatries
coulc not hgve grown 50 Quickly without dilateralassree-
ments, Second, withcut such trade economic aid may not
have been given by soclialist countries, “hird, rupee
trade obviated the difficulty of the extreme stortage of
foreign exchange in the Indign economy, It engtled trade
to expend by adding to India's import czpncity and also
underwriting =n expansion in exports,

Once it 45 ostablished that Incla's imports
from the USSR constituted high priority items, the bene=
fits derived by India from its bilateral tradée arrange-
ments wuld depend on the net incresse :n exports and the
overall temms of trade obtalned, A cost.benefit analysis
of Indo-Soviet trade, therefore, cepends on answers to the
following questioass
1. To vhat extent were the prices of India's
exports agund imports comparable to those it got from the
rost of the worlc?

previous ¥, 0o,

i1ts rupee balances, Indla extends temporary
'swine' credit fgellities and the repayment
is made as soon as possible, In the opposite
situation, when the USSi agcuwmulates a large
rupee bglance, Indig uses import licencing

to restore the balance, dhatever happens,

in the long run, the accounts are bilaterally
balenced,

-
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2. sere Indla's exports to the USSA dn repayment
of aid, additional to its exports elseuhere?d
3. How much credit, in the sense of unilateral
trausfer of goods instead of exchange, has Indls received?
In g comprehensive trade agreement the deficit
on current secount® ghould eqal net capital receipts.m
However, India might have been accumulating idle currency
balances and such balances woula represent a waste of
credit finance, Mch a weste vas a seriocus problem with
other davelopine countries in their economic relations
with the CCSK, In fact, one of the charges levelled azainst
the Dviet Unfon's trace and credit programme has been its

inability to deliver the goods. If the eriticism is

8 Diverted exports are odbviously not a gain, but
they do not by their very nature constitule a loss,
That would happen only if the termr of trade actuslly
wrsen onl account of bilateral trade, However, some
economists argue that greater significance attaches
to convertible forelgn exchanre earned, This means
that even at equivalent terms of trade any diversion
of exports constitutes a cost imposed by rupee trade,
On the other hand, 1t might be sald that the uncer,
tainty and risk of convertible currency markets
are largely eliminated in bilgtoral trade markets
becanse of the lonr.term azreamentsg, This ylelds
a benefit, Although such arguments have some element
of truth, such costs and dbenefits are extremely

» aifficult to quantify,

9 The balance of payments of .. country are divided
into two broa=d groupss current sceount and capital
sccount, The current asccount is msde up of visitle
trade merchandise exports, re-exports and imports)
end invisible trade (i,e, income gnd expenditure
for services).

10 The capital account 1s made up of such items as
the inward and outward flow of money for investment
and internstional grants and loans,

&
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ustified, the utility of non-convertille paynent arrenze-
ment is questionable,
1, The USSik econducts its foreign trude activities
through state trading organi:-ations, hese foreign trading
bodies function within the framework given thas by their
plannin? guthorities, Naturally they must serve the aeeds
of the changing production system anc coasumption reqire.
ments of the loviet economy, On the Inclen side, the bulk
of the foreigsn trading operations 1s in the private sector,
Thus where India's exports are concerned, the effective
initiative lles with the gtate trading bocies of the USSK,
They directly enter Indian markets gnc mske their own pure
chases, Tor example, they enter tea auction at Calcutta
or buy pepper directly from the wholesals dealers, “he
STC steps in only if the agents of the ‘oviet Union hagve
any difficulties in purchasinzg the required @antities,
Fxperience reveals that the US'R (and other
Bast AUropean countries) actually prefer to deal with
private agencies in Indla, The prodias that Indla faced
some time ago in cese of Mica 1s 2 good exumple, The
Soviet Union 45 the mnsin buyer of Mica (the “ast =uropean
countries agccount for &% of India's mica exports), +ith
many Indian fims lavelved in the export business, the
oviet tuying agency was adble to btuy st the most advane
tageous tems, decently, it was decided that 211 exports
would te cenglised through the Mica trading azency, The
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Soviet Unidon refusec to accept the suppliers chosen by
MITCO, It wanted freedom to contract the purchase with
any supplier 1t chooses, 1,6, to take full sdventage of
competition to beat down the price, At thesme time,

the Soviet Union slso refused to allow MIiGO to inspect
MICh gamples iIn the Soviet Union so that complaints about
quality can be checked, Thls stand makes 1%t likely that
these were dublous complaints, deliberately lodged in
order to beat down the price with the ples of poor quality,

It is also true that the Soviet purchsassing
agencies withbold their purchases and wait for good
bargains, especially for commodities like pepper, oile
cakes etc,, that are characterised by seasonal price
fluctugtions,

It 1s true that trade plans show commoditywise
value/volume of exports from Indie to the USSR, Rt the
effective initigtive in fulfilling these trade plaens lies
with the Soviet trading ageuclies, India's exports to the
Soviet Union are not on the same footing as its exports
to the free market economies, lor the latter rellsble
informetion regsrding levels of stocks, current market
prices, or anticipsted levels of demand is available, wo
such equally reliable informatioan is available to Indian
exporters regagrding the USSa, Therefore, the bdargains
struck by the USir with Incian exporters are likely to
be to the USTit's acventage, UFPesides, the effective
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dnitistive regarding the overell value of exports thus
remains with the Soviet Unfon, Since India's import
capacity from the U Sk 4s largely determined by the overw
all value of its exports to the latter, it means that the
effective initiative regarding overall trade lesvels
also rests with the USSH,

It must be sald that India's imports from the
Soviet Union constitute essentisl commodities, EHowever, it
has scmetimes been pointed out that the USSR is overpricing
its sales to India, This should not surprise us becsuse
the dargaining strength of these countriss is greater,
Firstly, lndisn privste importers for rupec treding greas
do aot have any alternative to importing from one of these
limited numder of countries, Secondly, the number of
suppliers for any particular commodity in this region will
be small, Becsuse of the economic Integration within the
Council of Mautual Economic Assistance characterised by
Soviet dominasnce, price competition among these countries
is unlikely, BEesides, these countries are gware of India's
foreizn exchange difficulties, In view of the dalsnced
trade relations in which any deficit incurred by India is
to be settled exclusively in terms of sdditional exports,
these countries are consclous that over-pricing of their
exports to some extent would mot be very much reseated by

the Indian trsders, Thus both in regard to India's exports
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anc its imports the oviet Cnion has the upper hand,

It must be realised, however, that this ic not
a peculiar feature of imports from the rupes tradin- ar-g,
The prices quotec to importers getting import ligcences
under country-tied sid arranzenents cen dbe equally hisher
than the ones quoted in the rupee trade area, Once sellers
are surs that certaln buyerr have no alternative other
than buyine from them they are tempicc to take advantage
of their position, Thus, an g priori reasonine would
incicate that the terms of trade are likely to be un-
favouratle in regard %o Indis's trade with the Uss&n

Many studiest? have pointed out that the tast
Maropean countrices offercu hicher prices for some exports
and lower prices for others, For imports of rav materisls,
the prices of Fast Wropean countries and others were
comparable, Therefore, it mirht appear th.t for merchsndise
tredge alone, India's net barter temms of trade were prohatly

comparatle, liowever, this comparison coes not incluce

11 “ee ivH, Patil, ).

1o See 5, Shistd nddals rad th LI'ORE
(vew ielhi, 1573); i, &mba;'aokax' “Indla =
Trade with “ast Haropean .ountrios - Trends
ana Protlems, uBIl Milletin (Mareh 1974), 111
writers howevwr aonit the sto.tcominzg of
unit vajue comparisons.
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imports of machiinery and eqipment, ¥rom the case stucies
(Bokaro, petroleum refineries, ete,) pressantec in Chapter
3 and other evicence, such as complaints from private in-
vestors, 1t appears that the prices of machinery ané equip-
meat from the Fgst furopean countries were higher than
prices offerea by other countries, Imports of muchinery
constituted at least S0 per cent of India's total imports
from "ast ‘uropean countries, Therefore, taking into
account all imports and exports, India's net terms of trade
were probatl;, worse with the East "uropean countries than
with the rest of the worlg,13

"Kyen government officlsls gdnit thst the prices
of machinery gnd equipment hzve sometimes been hizher by
10 to 30 per cent, compared to the chegpest sources of
supply”, says Latar, Azain eviuence collccted from the
exporters and importers dealing with these countries leads
to similar conclusions, we find such incire-t evidence
about the non-gttrsctiveness of imports from these countries
in the much lower preferences aecorded by Indian importers

to securing import licences in inconvertitle rupees,

13 It 1s a tellins commentar, on the state of thinka
inz in the Government of India that a study of
hhdia's trade with astern *uarope conducted by the
Incizn Institute of Toreign Trade (1966) arrived
at the conclusion that for the iteams compsred
there 1s no evidence that the US"h charged hieher
prices than other countries,
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2 vhether trsde with the US"R has resulted in
trade diversion or opened additional markets for our
exports has been aebatadble pgoint, Any attempt at a
quantification of net export growth must determine two
thingss first, the degree to which Indis diverted export
supplles from convertible currency sreas to the USSRy and
second, the proportion of Indian products re-exported by
the latter (which is the phenomenon called svitch trsde),
As regards the first question, the conclusion
of most of the studles is that, on dalance, exports to
the socialist countries are in the nature of trade creaa
tion, In fact one of the most important features of
India's foreign trade during the last decades is the
shif ting of &ts trgde pattern away from the old associae
tion with Jommonwealth countries to new trade partners
such as the USSH gnd other EZast ‘Uropean countries not to
mention the US, the Asiagn countries and others, 4nd
because the USSR and East Huropean countries purchased
in large @Qantities, their purchases, on certain
occasions, helped to stabilise the domestie prices of
certain commoalities, such ar tea, Loudbtless, there has
been s certain emount of diversion, Oné commodity-wise

stmay‘14 of Indis's oxports to the Fast Ruropean countriesg

14 Datar, op. cit., p. 182,
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shows th:t between 20 to ?5 per cent of liuia’s exportc
to them were ulvercloasry, ithey coulc h.ve been exportea
to harc currency aress, “nother studyls shtows thzt 14,1
per cent of Inul:'s totsl exports to the rupee p-yment
ccuntries constitut<a a diversion on her part, This
type of diversion arises becsuse domestic procduction is
lugde@ate to tgke advantage of the opgoitunities in

ell markets, Thdic diversiou ty itself is a cost because
it reduces the amount of free foreirun exchaznze svailadble,
Proceseds from exports to Gast urcpean countries eannot
be used for importing goocs sua services from any other
country or to settle uebt repayments, “herefore, the-se
earninrs may be relativel, less useful thau exports
rc<ceipts in harc currency, Hat cespite t.1a dive.slon,
Inaia's exports to itastern urspe were lar-ely additionsl
to, rather thau instead oi, exports elgewhers,

Once we accept the conclusion that, on balance,
the markets of astern “urope are trage crextine and
have helped iu supportinz prizes oi Inals's exports it
would not te quite lozical to argue that the teims of
trace have bean 2enerally unfavourable to India, The
underecurrent of the trave creation versus trace divercion

argument 1s thst the incrementel impoit-esimin: capazity

15 Premit Chguchri, op, cit,, p, ?°,
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eailned by exportine to these ecountries is bssiecally
inferior because 1t coes not earu coavertitle foreizn
exchanre, At the seme time, it i1s possitle to arzue th-t
what 1s jnportant is that these exports ad¢ %o India's
capacity for importins commoditirs essential for develop-
mental purposes, Therefore, the net loss to the country
would be negligidble even if our lmporters had to pay
bigher prices, *ven U it were scceptec thst there is
some force in this argument one is still not sure whether
advantares of trade crestion sna price-support effect do
more than compensate for the possitility of payianr hieher
prices for imports,

Switchetradinz is gnother way in which the Eagst

Mropesn countries may have impeaed a net srowth in Indla's

exports, It i1s well-known that most East *uropean countries

have re-exportec Indian goous to western -urope iu order

to earn convertitble foreiga excb:;,nw,e.le

The eonclusioans
reached by the studies in the subject are ss followss
(1) the wvolume of switchetradin~- is not very large in
relation to the total qeantum of India's trsce with

these countriesy (1i) it is unlikely thgt manufactured

16 neport of the <tudy leem on Leakare of lorelen
fxchaage Throueh Invoise Manipulation, “overne
aent of Iadia, 1771,
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goods imported from India could have been re-exported by
the soclalist countries; in such gecods, product differen-
tiation and brand ngmes are iather fsportant and exporte
iaz iavolves marketing expenses like aavertilsine, ete,,
and (1i4) as for primsry and seani-processed azr'cultural
proaucts some of then were definitely remexported, but
it is impossidle to assess the exteat of such re-exports,
A parlismentary committee specifically pointed to the
resale of lndian cashew-nuts, cil-cakes, hides ana skins,
coffee, tea and speces b, East 'uropean countries in cone
vertitle currenc, umr!uet:s.r7 The Incisn Toverament was
quite aware of this simation.m Rit since 4t had no
def inite proof, 1t was not in a position to do much gbout
it,

hat 1s, however, importsnt from the point of
view of this study 1s that the USSd 4s uniquely free from
the practics of Switche-trade, Bat appareatly all the
other Fast Turopeau countries had indulzed in these

17 "leventh neport of the Fourth Lok 3abhg's

Estimates Committee MM%QMLJM
Assdgtance (wew belﬁi Iok Satha Secretariat,

ugust 1967), pp. 22820,

18 shen in fugusteeptester 1971, customs suthori.
ties in Madrss anc Jochin were asked to stop
all shipments they suspected were dbein~ svitcha.
traded all exports t -“gstern Turope soon stopped,
Of course, thls action did not last lone ss the
faithful eompradozs complained %o Lelhi and h-c
the restricticns removed,
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practices.lg In his study on Pakistau's trade with
FEastera Bloc lountries (wew ork, 1972), ichael Kidrn
also founc that the UtSu absorbec Il its exports whereas
the others indulged in switch-trade,
3. Datar has come to the conclusion that during
the perioa from 1953/4 to 1965/6 lIndia faeed problems in
purchasing goods from “astern ‘urope, particulsrly from
the Soviet Union, 4nd since Ipdia is s act borrower from
the UNSH, we accumulatea idle talances, This constitutes
waste of credit finance,

This can be explained in the following manner,
Incia utilised gross credits worth is, 3,215 million from
tho Bast uropesn countries dur ing the perioc 1986/7 to
1p65/6, Its total recorded imports from these countries
wvere &s, 2,075 million, iherefore, India apyarently needed
ns, 4,R60 milllion to pay for its nonecredit finaneed
fmports from astern Europe, Inuia's export earnines
during the ssme period were s, 7,485 miilion, It appears
that after paying for curreat imports there were excess
export earaings of .s, 2,570 million, The question therec.
fore, arises as to how these credits or excess export

earnines were utilised, Uncer the rupee paynent agree=

19 for an interesting account of the gwitch-
trading activities of these otha ‘?ast
‘uropesn countries, see 2
"‘;witch-Trade : Secret of Nrovin~ Irade
with “ast lurope", Octoter 2, 1971,
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ments these surplus earninzs caiot be usec for settling
accounts with agny third psrty, Gtxcese balances have
therefore to be converted into tecnuicel credits, © These
constitute a weste of credit finance,

The need for Inula to give teehuical credit
has arisen for tw reasous: one, from Inulag's difficulty
in finding acceptadle imports to atsort her export earne
ings fros Fasteru Turope, and two, from t ¢ slowness
with which Fast "uropean countries hgve fulfillec export
comnitments, It iz not surprisin~ that Ridis should have
experirnced difficulties in obtaluing ~oous from the US:
Other developing countries too were facec with similar
cifficulties, 4 report on Fast furopean activities in
cevelopinz countries prepared by the US Lepartment of

State in 1958 msde an observation to this effect, Some

20 See n, . The trade gna payments asrecments
with the Ui stipulate that trade should de
bilaterally balauced, Lowever, if 2 surplus on
either side developed in egny year, the country
concerued coula demauc, before 1059 and 19¢é0,
settlanent in convertifale ecurrency, Between
1053 anc 1960, however, the arroements were
revigsed, Trading partners aores¢ not to cemand
the bslancing payments in sterlinr, Th<y azreed
instead to hold rupee balancec or on India's
side %0 allow an overdraft on the partner
country's rupee account until traude could be
ad justed to atsort them, Thus the surplue
country has to give the deficit country a
'techuainal! or 'swine!'! crecit, Its purpose is
to iron-out shorteterm imbalances until sceounts
are rastored to equilitrium,
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LU3s haa "found themselves with substantial export
balances with the USSd because the ‘ovietes ar~ unwilline
or ungtle to provide the types of import zoeocs which
these countries wish to purehase, For example, frgentina
ana Rurmg both found themselves with substantisl dlee
trade crecdits which they could not use for the types gnd
quantities of goods they requireq, 2l The aifficulty in
finaing goods has two possible consequences, First, Iidis
may have had to import uannecessary goocus, GSecondly,
India may hsve prepald her debts, It is difficult to
ascertain whether snd to vhat extent incig had to buy une
necessary gooas, lHowever, the cebt repaymeat scheaules
cen throw light on the question oi timeiy or premature
paymeat, According to the orizinal arrancement, Ikidia
would have had to pay about us, 45 millioa annuzlly in
the sixties, In fact, Incia palc¢ ne, 226 million in the
four years 1961/2 to 1964/S or is, 86 million more= than
was stipulsted in the original szreeament,

As regard the qQality of imports, any discussion
must de inconclusive, This is because machinery and

equipment have constituted the majority of the imports
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from East Wuropesn countrieg, Unless the roods provided
are identical to soous from other sources, compsrisons
are meaningless, The U3‘a gnc¢ czechoslcvskia fina 1t
uifficult to promote exports of machinery and e ipment
to .estern mgrkets, Appsrently their procucts gre not
good enougzh to compete with uwestern products, In private
diseussions, governm=nt offlcials seemed to accept this
as natural, They argue that ualess the Hagt “uropean
countries have some egwipment they eannot sell in the
convertible currency markets (becauce of comparatively
poorer quality), they will not finc the grranrement of
repayment in kina convenilent, Fesices, the U 3R looks
upon credit agreements gs a measure to promote exports,
Mach has also b-en made of the reduced buraen
of repsyment of credits becsuse they can be paid in kind,
It was stated earlier that loans repayatle in hard curren-
cles impose the heaviest burdeu, wvhere:s losns repayatle
in domestic currency impose the lesct turcen, loans
repayable in domestically produced gools fall in between,
depending upon the terms of traae obtginins between the
donor and the recipient, ut in the case of Incia it
is not cl-ar that repayment in kind hzs been sienifisasntly
less turdensome then repayment in hard currency., This
1s because of inairect costs, such as undesirable exports
and the need to zive t«ch..icsi credits, Sinee devaluation

of the rupee iu sune 106¢, the real turcen of repaym-~nt
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has increased becsuse India's temms of tracde with the
U i aeteriorated somewhat,

Konurad Illeen has formul-ted the salient points
of ‘oviet tloc propavsnda in the backward arcass ahout the
"advantages” of trading with the tlo~ members in these
woruss "The trade treaties (ghe ‘oviet bloz) are based

total

velue, They euable the weakly develop~d nations to obtain
advantageous prices for the surplusses resulting from

their monoculture, At the same time, the, ecuable thesge
nations to procure the inst:llations and equinmeat reguired
in the national builcup, The conclucion of these treaties
on the begsis of the weskly develop-d nestions' currencles

represents a

ianze, which anye
way, because of the non-equivalent nature of trade with
the imperialist states, would hardly be suf: i~i-at to
finance pro jects on a natlonal scale. Adcitionglly, the
prica—stmcm-rmg of their economic interrelations with
the socislist states of ten guaranteess the weskly developed
nations a phizher exogrt Jocomg, which serves by way of
important cagpital asccumulation for the nation-l economy,
This price structure is eatirely diiferent in nstur< from
that of the crisis-prone capitalistic market in which

the prices of raw materlals and manufactured roods become
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firgt, concerning the "narked saving in forelign
exchange, " As the example of India until late 1952 shows,
trade agreements oa the basis of the underdeveloped nstions
currency are no guarsntee for the saving of foreisn ex-
chaage, Indian debts in local currency had to be coaver-

ted and paid i1a a3 foreigan currency, Also, a review of

twventy-four trade or payment agreemeants (upto 1967) between
USSR gnd the LLCs reveals that only four provide for clesr-
ing ia local currency,

wen more problematic than the foreign exchaage
question is the price structuring that is to sssure the
underdeveloped countries a‘'higher export income, ® True,
et first in order to gain s foothold in the trade with
the LLCs or to cut out western competition, the “viet bloc
countries offerea more favourable price terms, uch
prices, however, sre only more favourable in relation to
world market prices; they do not in any way provide =2
fundamental solution to the price squeeze between finished

goods gad raw materials., 211 oviet bloc azreemeats with

22 Konrad Illgen, Freunaschaft in "ktion Fast Rerlin,
1961 p. 160, quoted by Kurt ‘mller in Mg&
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the LLCs stipulate that prices for goots to be selivered
shell be fixed on the dasis of world market prieces, This,
as some trade agreameuts put it, “is the tasic market
price for correspondins goods, " 4, Prochorov, a “oviet
economist, lamentss "The problea of equivalence in the
exchante of goods is one of the most complicated question
in the theory and practice of foreign srade relations,
But, at the moment, the economically weakly developed
nations are conducting their foreign trsding largely within
the framework of the capitalist world market, Tor thies
reason, the sociaslist camp, in its relations with the
underdeveloped nations, must econsider the price level of
goods on the world market, ">° Perhaps this economist
means that the LLCs must join the "socialist world market®,
In products like machinery gnd other manufactures the IMTs
prices, in fact, are in excess of wrld market prices,
Generally, the CMEA 1s regarded as a high price ares for
machinery, In nomal times the USSR charges intig<ZMRA
prices for its exports to the Third world, daturally
therefore machinery imports is regarded as particularly
benef icial, 24

23 Yoprosy Tkonomiki (Moscow), ao, 11/19€2
pPe 78«80, quoted by Kurt g{uller, Ope cic.

24 Jhandl'a, Op. cit.
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The price tag put by the Sviet bloc on the
export goods of the underdeveloped nations are dependent
on vhat is politically opportuns, Szme with its lonre
term purchasing commitments for these goods, It is true
that the viet bloc usually concludes five.yesr asgree=
ments with the underdeveloped countries, Bt price and
delivery terms are only generally outlined in thege
agresments, In annual protocols, prices and delivery
dates are separately negotlsted for each year, It ie¢
hardly necessary to point to recurring difficulties ene
countered in the negotiations of such protocols between
the USSR end [gypt., They prove that price fixing and
delivery agrecments depend on the politicel climate of
the time, The Soviet dloc 4tself furnishes gpt examples
of bow shortsighted uway be the hope of lonstem purchases
of goods, lugoslsvis snd Albanla are cases in point,
The Sino-Sviet trade relations are alse instructive in
this rezard, uhat happens to Indo-%viet relstions
after the chanze of Tovernment in India, especially in
the 1izht of the new Prime Minister iesgi'’s statement
that non-alizned India does not wsnt any *'special relse
tions' with any country, is anybody's guess,

There can be no question of a "mutusl exchanse
of goods of equivalent sum totsl value "detween the ‘oviet
bloc and the underaeveloped nstions, Fecause world

market conditions prevaill in oviet bloc trsde with the
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underdeveloped natlons, the price structur« of this
market tenefits particulaily the incustrislly more
advanced dviet bloc nstions, oviet economists find:
°In 1955-57 it was geaerally possitle to buy 507 more
raw material from the sale of one ton of finished exports
goods than in 1948, This margin has incressed even more
during the years 1958-61, "2® The "socialict world market™,
which allegzedly favour trade with the LIXIs, hag not solved
this probdlen,

A, A, Arsumanyan, the late dire-ctor of the SDviet
Institute of world “eonomics and Internationsl relatloas,
attempted to prove that the west's trade with L.Cs 1e
not "equivalent”, But agbout the ‘oviet blo: trade he
remained silent, Arsumanyen wrotes "First of all, the
gap that exists between the per caplitg production in the
incuctrial ised capitalist states ana the dates of Asia,
Africas and Lgtin ‘merica has not closed but increased,
Accoraing to avallsble estimates, thic rate in Mmeri-a is
ten times, in ™mglgnd six times, that of Incia, ™glana's
rate 1s twventy times that of its ‘merican colonies, In

so far as this 2ap in productivity level remains, there

25

SArovaAYa QKoL pzangunanodilie g 18N8 R
(Moscow), «o0, 2/196?, pp, 30-3l, quoted by Kurt
Muller, op. cit,
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also remains the basis for a non-equivalent trade exchsnge,
ii, Khrushchev, on the other hand, u:ed to claim
that the USSK had already surpassed several Western induse
trial states in lebour productivity, It would surely catch
up with and overtake the U, This, of course, means that
the gap ian labour productivity is widenins detween the
USSR gnd the LLUs, Following Arsumanyans's argument, en
"equivelent” exchange of goods between the "oviet bloc and
the nations of Asla, Africa sac Latin America 1s out of

the question, 2

26

27 It gppears that the ropaganda of the Soviet
blecc 1s contradicted by 1ts foreign trede prace
tices, This fact uafortunstely is not yet wella
known in the underdeveloped coun-ries, 7The gotual
advantazes enjoyed by the backward nations in
their trade with the ‘oviet bloc are temporary in
nagture, ssys Muller, They are:

1, An initigl willingness of the ‘oviet bdloc
to geeept an uafawouratle trade balance in
its trade with several uanderdeveloped nations,
This condition is impossible to maintain
indef initely,

2, Soviet tloc purchsse of goods not easily sold
oa the world market ( Fgyptisn cotton, Rurmese
rice) which, because of re.exportmg proves
to be » tm-edged sword,

3, Conditional lonc-term purchaze ggreements for
the groducts of the underdeveloped countries
whie sure these countries of g market for
long perlods of time, Hut they also serve to
supply the ‘oviet bloc with Smportant raw
materials,

F,«+, continues,..

‘26
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Value of the :ouble

A particularly thorany issue between India and
the ‘oviet Unjon is the coaversion rate between the two
currencies neither of which 1s freely coavertidle,” The
best way of determining the exchsnze rate in such g situge
tion 1s the purchasing power parity (RP&’),QB hile the
oviet Union correctly established the dollar value of
the routle in terms of the relative purchasing power, it
has not shown the sgme readiness in pursuine its own loeic
in relation to the currencies of its trace partners in
the Third «orld, The Soviets have insisted upon the
cross rates (via the dollsr) as reveslec ty the official
exchange rates of rupee gné rouble, £nd the rupee was

undervalucd against the dollar to the extent of over

previous f.n,

4, A temporarily acventagecus price structure
for the purpose of cementine existing trade
relations,

S. Facilitation of ecommercial transactions dbete
woen the governmental anc sani.governmental
foreign trade orgsnisations of the LLCs gnd
the Soviet bloc nations,

Pe 370,
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250 per cent, 2 Thus the “oviets are teking full
advantage of the consideradle uncervsluation of Third
World currencies, particularly the Indien rupee, imposed
by the Western imperialist powers snd the international
agencies like the IBal gnd the IMF controlled by the
latter,

<y should the conversion rate betwsen the
USSR end India matter at all? If the two countries traded
in only such commodities which have well-estatlished
international prices and if there were no invisidle paye
ments between them, then the exchange rate wuld become
practically irrelevant, Rit in the case of India an'd
the Soviet Union none of these conditions satisfy, To

20 For India the NdP-based rates are avallable
comparing the rupee with the US doeller, Tor
1970 1t vas found thgt Indig's ger capita out.
put was 2,0 per cent of the US level gt the
official rate of exchenge tut as hizh as 7,1
per cent in real terms, Thus, the rupee was
uncervalued to the extent of over 2560 per cent,
Indesd, while most curreacies visesz-vis the
Us dodlar were undervalued, PPP=wige there
is a stronz tendeacy for conversions via the
exchange rate to show a bizger under-statement
for low income countries than for hisher income
eountrieg,

30 See in this context T, Hayter, Af
op. cit,, and ., Payer, X
s OP. cit,
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a coasiacerable extent loviet exports eonsist of goocds
that find hardly any outlet in the «est, The use of
notional world market prices for these goods, as is the
curreat practice, techiically solves the protlem - to
the consiceragble benefit of the oviet Union, VYalusztion
of outstanding loans ereates gnother set of problems,
very time the rupee gets devalued vises-vis other cone
vertible currenci<s, the repayment turden for Indis goes
up.pakd passu in finsnciazl as well as resl terms, The
much acclaimed guvantazes of *soft' rupes loans are thus
considergbly whitlled awsy in practice,

In 1066, Inaia was forced to deavalue its
currenzy by 57,5 per cent, At that time India's exports
to the Soviet Unlon were uot protectec by a volc clause,
i, e, there was no automatic escalation of rupese wvalues
of Indlan exports in the event of a chsuse in the rupees
golc¢ content (a reduction in which i- devalu-:tion), After
negotiastions the “viet Union agreed to revalue outstancine
export contracts, Iut usinz their superior dargalning
position, the; onl, aceceptea a 47,5 per c-~nt revaluation,
At the same time repayments of credits due« ‘s the ‘oviet
Union were sutomatically revalued bty 57,5', thus, siviar
a net gain of 104 to the oviet Union, ihe Soviets with
their outstendin® eredits iu Indis co:1d now buy 10%

more of Indisn 2oods thau defore,
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The entire monetary system estgblished at the
ena of the Seeonc «Orla -ar was based cn the hezemony of
the United States, Thus, in the IMF, the US dollar had
a status "as g0od as gold”, Rt the recent capitalist
erisis has knocked the dollar down from this pinacle,
ts @ result the entire cur.ency system is in »enersl
disorder,

aith no currency having s stable fold velue,
the Indian rupee has been, since iecamder 1781, officially
linkea with the pouna sterling, In other words, the
rupee in relation to foreiesn currencies changes in valune
as the value of the pound sterling to these currencies
changes, In the perioc since Lecember 1971 (upto 4arch
1975) the rupee has depreclatea in varying dezrees in
terms of various currenczies « the maximum dbefng 607 in
terms of the deutsch mark,

Taking advantagze of the weakness of the Indian
rupee, the ZSoviet Unilon has also Imposed a unilateral
devalustion on India, and has cheaged the rupeec-roubdble
value by 32% Since trade (includine arms) 1s accounted
for in rupees, the ‘oviet Union's unilateral devaluation
affects only the nonecomrercial trancactions, This
includes the cost of tralaing over 2,000 Indian defence
anu cdvil techaicgl perscnnel in the U~"H, expenditwr e on
the Indian Tmbassy in Yoscow, expenciture by Indian
tourists in fussia, anc part of the payment to ‘oviet
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techniclans in Indla, L, e, all rouble expenses by Indisne,
inclucinz the lndian “overnment, The total of all such
expenses is reportedly not very lsrze, just ng, 3 cx'ores.al
Bt the unilateral action in devaluing the rupee indicate
the Soviet motives,

not being satisfied with 3 32° profit on g
mere :s, 3 crores, the Soviets are now pregsins for ladia's
outstagndin~ debt to be revglued to the same extent, This
will amount to a further burden of about ks, 400/on India,
A bizhepowered ‘oviet team ic reported to have put forward
this vemandg,

One wnders if there 1s any justification in
this demand, Indo-Soviet trade 1s valued in rupees,
commerceial transsctions are on the dasis of international
prices, Every year when the trade agreements are drawn
up, the changes in the vslue of the rupee are also tsken
into account when calculating current international prices
in term= of rupces, The Indign side in the negotiations
in the mstter 1s reported to have put forward this argue
ment, And it must have been so, for if the chanres in
value had not been taken into account, it would have deen
more prof itable for the Soviets to sell the commouities
elsevhers, Thus, the changes in the internationsl value of

3l Fingncial Express, March 17, 1975,
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the rupee are in effect dbeing taken into account in the
trgde agreements, and will, therefore, also be reflected
in the rupee dbalances helu by the Soviet Uniou, To ask
for g further .ncregse in the value of these balances

amounts to askine for double profit,

Recent Developments

Beginning with cotton textiles, a number of
coaversion deals have been entered into with the Soviet
Union, In the cotton deal, the Soviets supplied Sudanese
cotteu to Indign private mills, For turning these into
textiles, the Indian mills were pald a conversion charge
of x{s. 16,5 crores, The entire output pmd?x?egz‘t‘a?“gahn
L{J;vi‘stx _wbich had provided the capital (not all of it thourh)
andzm got the surplus value produced (minus the cone
version charge).32

The net result of such deals iz that the labour
of the Indign working class will not even help the process
of capital sccumulation in India, since the surplus value
(minug the conversion charge) flows directly to ussisn

owners of the capital with which they zive employment,

32 It was stated orn 16 May 1972, in the Hgjlya Satha
that the Soviet Union would send 20,000 tons of
cotton each to Indis for five years. The Minister
of torelgn Trade, L.+, Yishra, denied that some
textile mills 1n India were unwillmsz to process
Soviet cottoa into textiles,
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vhile the past rate of growth of hdo.oviet
trade has been very hizh, the scope for further expsnsion
along the same lines is rather limited, It was noted that
Indla has had difficulty in finding the goods req ired
most ana was therefore havine to extend technical credits
to the USSR, The comaodity composition of exports too
mst be widened if the arrangement of repayment of debt
in kind i1s to be beneficial to India, Therefore, in the
seventies g change in the trade policies of the Soviet
Unlon was called for, It is for this reason presumably
that conversion deals seem to hsve baen resorted to,

Rit the Soviets proposed to extend the convera
sion deals to setting up "ecaptive® units, This question -
was teken durinz the Moscow visit (May 1972) of the thea
Foreign Trade Miaister, L,a, Mishra, lLie told the Rgdys
Sabha that the ‘oviet Union had agreed to assist India
in setting up certain laboureintengive mdustries.aa Later,
reports revesled that the machinery for these units would
be supplied by the ‘oviet Union and that the bulk of the
products would be earmarked for ezxport to the Zoviet
Union.:% Lere again the surplus value flowed to the
“oviet ‘nion, The captive units proposed were a 5 lgkh

ton aluning plant, leather goods worth .s, 4 to 6 crores

33 Xinancdal Express, 16 May 1972,
xR Ibid,, 2 March 1973,
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anouzlly, 5,000 tcnnes of wod screws, 20,000 tonaes of
nuts and bolts, machine tools, TV glass tubes, computer
soft war and digitsl mauchines, The important aspect of
the arrangement for setting up an gluminium plant was that
the feasibility report would dbe prepared by fussian exe
perts, If the project was found to be cconomically feasie.
ble, the cost wuld de shared equally by India and the
USSR, If 4t was proved that the project was not feasible,
its cost wuld de dborne by India.35

Again, the specification of most of the products
to be produced at the surgical instrument plant, Maaras,
wvers not acceptable to Indian doctors, Consequently,
all the production piled up at the plant, or it lay idle,
The Soviets then offered to btuy the cutput for their own
use, In this way they got a captive surgical instruments
plant, the bulk of the factory's output being exported to
the UCSK, During the talks in May 1972 the Soviets
offered to help adapt the factory's utilised capacity for
mass production of culiery - to be exported to the “oviet
Union, This “capitive? production of cutlery was to be
in addition to the coanverslon aeal alre:dy entered into

35 It was rather strang~ that the government of
Indis agreed to the '‘oviet expersts preparing
the feasidility reports of the gluminium plant,
The pro ject report of the Mharat sluminium plant
was prepareéd by Inudian experts,
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with some private sector units, where the %viets supplied
steel to be converted into cutlery for g commission,

Along with the Soviet Union, the other Fasgt
Buropean countrieg hsve also offered to set up such cape
tive uaits, In April 1972 Rilearia offered to transfer
whole plsants for the manufacture of electric components,
chenlcals and food st’.uffs.36 Sinilarly, Czechoslovakia
was to make use of the Electronics Processing Zone, near
Santa Cruz Adrport, Fombay.m Hungary's requirements of
gseamless tubes will be met by setting up capacity in
excess of India's needs, 3°

The pro jects mentioncd stove have on the whole
not yot materislised, The snsg was that, in view of
India's growing self-sufficlency in caspitsl goocs, the
Soviet contribution in the form of equipment snd know-how
would be small, and sizable rupee resources would hsve
to be raised to finance these pro jects, 70 overcome this
problen, Indis suggested that the ‘oviet Unlon should
provice minerals like crude 0il and non<ferrous metals
on coredit, asnd the sale of these in Indis would provide
the rupee fuads needed, Thils was not aceeptadble to the

foviet sice, ®

36 Sconomic Times, °8 April 1972,

37 Ibio,, 5 Lecenber 1974,

38 Ibid, , 2 sovember 1974,

32 Suaninathsn & Myax', “Soviet-sided Pro jects”,

in The Timesg of India, *@ fpril 1977,
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Iuring the Brezhnev visit (Leecender 1973) to
India a fifteen year economic azreement was siened,
Fesides the agreements to increase trade, the agreement
had tw significant fesguress a) exploring the possibia
11ty of production cooperation, snd b) cooperation in
the matter of supply of equipment and services for sete-
ting up plaats in third ecountries, Pesices, a separate
agreanent was signed on cooperation betwsen the Indian
Planning Commicssion agnd the State ~lannine Committee
{%0splan) of the USSK, Productioa coope:ration does not
seem to have materiallisea till date, Its too early to
assess the progress of Joint projects in Third «brld
countries snc cooperation in plenning, However, when
the ggreement was signed, it was pointed out: “Thousgh
the agreenent with the U Ch does aot indicate clearly
that Indian plans will be so framed that they £t in with
the overgll ecoaomnic relations gmong the Fast ‘uropean
countries, a careful reading of the azreements with the
USSR snd Czechoslovakia are pointers in that direction,
Though India will not be involved in the productione.
sharing plaus of the East “uropesn contries, for all
practical purposes, it promises to emerge as something

of an associate member of this group. A0

10 (liy & Lecember 1973,




SHAPTER V

SOVICT AIL 3 A COMPAWIGOuw wITH AI:. FRO* QTR 8004378

Senerally speaking, while fmerican aid to Inéia
hes been concentrated in the ggricultural sector (in teorms
of food aid), the Soviet aid hss been oriented towarcs
industriel Gevelopment, A comp-rison of aic terms would
appsar clearly unfawurable to the USSR, 1In faeot, if 3
comparison is mede tetween Zoviet and fAmericen aid on the
one hend, and Chinese asic to the Third ibrld, on the otbér,
‘both the super powers wuld emerge uafavoursbdly,

Let us briefly note the characterisitiecs of
fmerican ald to Incia before proceeding with s comparison
with Soviet Ald, Tagble 18 (sec Appendix I) shows that
imerica's primary coantribution hes dbeen in food, though
counterpart fundg so createa are used lairgely for develope
ment purposes bty agreement with India, In broad economic
terms fmerican food sic supplies a vital deflciency, at
the same time helping to magintain price stability, TIhis
fact 15 of no mean political sigaificance, However, inspite
of a widespread Imauge to the contrary, the US has provided
a significant proportion of i%s alu to India’s industrisgl
development (26,8 per cent including stesl snc¢ iron ore)

apar t from infrastructure pro jects.l Thess latter constitute

1 The term here refers to public utilities - specia
fically treasport, communications, harbour devee
lopmeat, irrigation, power and also techaical,
aducationsl and social serviees,
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17,2 per cent of the totasl, of which 5,3 per cent is
devoted to grants for a wide varisty of techaical assise
tance pro jects,

As between varlous types of gid, assistance
was divided in the following proportion upto 31 ¥arch
1976: loens 96,5 per ceat (approx, 38,7 per cent of which
are repayable in rupees, the rest ia dollars)j Grants
3,5 percent, The main sources of loans have been the
Export.Inport Bank, the Development Loan Rind « replaced
in 1961 by the Agency for Internationsl Development -
aad a variety of other programmes, The trend was towasrds
'sof tening * of loan repayment terms from the Second t
the Third Plan, There was a clear recognition of Indis's
difficult foreign exchange situation in the 1960s, /n
important experiment in copiug with the foreizn exchange
situation was 'dedbt relief’,

Fxcludine PL 480 assistance, the United States
has 2iven 47,7 per cent of its ald in *non-pro ject! forn,
All non-pro ject assistance has been provided subsequent
to 1961, thus indicating a sizuificsnt poliecy departure
dnringi‘fater period,

Overall contribution of the United States to the
public and private sectors 1s indicated in Table 20 (see
nppendix I), / clear pattern 1s established, Pubdlic
sector loans are favoured for 'infrastructure® pro jects
gud private sector loaas for indus'rial development, ine
cludineg the steel incustry,
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Having deslt with the features of ’merican aid,
we will now proceed with g comp risou of ‘oviet snd with

American sic,
Volumpe of add

imerfica has provided seven times the quantum of
ald authorised upto 31 “grech 1976 gs comp:=red with the
Soviet Union, <hile US gid to India constitutes 33,5 per
cent of the total aid granted to India, the Soviet ald
1s a bare 4,7 per cent (see Appendix I, Tadle 19), Soviet
loans, ass we know, hove been repasyable in rupees ever since
1960, Ffven the uantum of loens provided by the USA which
are repayable in rupees (s, 1983 crores) exceed the total
loans given to Indig by the Soviet Unfon (:As, 744 crores),

et Inflow of nrdd

So far vo have discussed the gross flow of sid,
Gdven that fresh gid commitments from the Zast Furopean
countries ceassed afte: 1968/9, and that zid has to de
repaid, how much net ald has been received by India from
these ecountries? ‘ome fisures are given in Table 21
(see Appendix I), which shows the proportion of debt
servicing to total z2id utilised in particular yesrs, *le
thouqh there are wide fluctustions in the ratio from
year to year, Indis has been receivineg proeressively less

net aid from the group, Past losn repaymeats continue
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in the absence of fresh commitments, In this context,
the USSK and other socislist countrics compare very une
favouradbly with the USA,

Thus the amount repald upto 197374 were .s, P2
crores for the Soviet Unlon, s, 474 crores for the US4,
ks, 204 crores for the U, K , and As, 335 erores for West
Germany, The Sviet Union, then has upto now got the
hizhest rate of repayment to aié given « slmost 75% as
against Just 12% for the USA, 25% for the U,K, ané 507

for west Germany."

Terms of Ald

The question can de asked whether the Tast Quropean
countries have g2iven aild % India on particularly fsvoure
atle terms, Cne mizht expect this to hove hgppened, given
the widely-held belief that they are sympathetic to the
tsocialist! policies followed by the Government of India,

The actuzl terms of ald offered by the Rast Ruropezn
countries and by some of the western countries, are gliven
in Tgble 22 (see Appendix I),

The USSR was the first donor to accept the

principle of glving development loans on concessional

terms, The concessionagl clement depencs on the rate of

2 ﬁll fizures from
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interest, amortisation perioc and currency of repayment,
The U Cii merely offered low interest rates, Ioans have
been given for much shorter period of time than those
offered by the US gnd there have not been gny sienificant
grace perlods for repayment, To a large extent, the
short duration of the loans offsets the advagntaces of
lower rates of interest end oversgll terms do not come out
very favourably, lor example, if we usze the 'grant
e.‘l@uant:',3 as a ranking device, the US°R terms come out
very unfagvourably as compsrec not onlyto the U5 (AIly
ULF) loans, but also the losas from IifA, .est Germgny and
the UK,

In practice, the repayment of principal for
Soviet loans does not start until s year after the final
invoice for machinery and equipment for egch projecct is
recoldved, However, notadble exceptions to this were the
credits for Enhilsi snd Bokaro, In the case of FEhilai,
the repayment started a year after the recipt of the
invoice for each instalment of equipment, and not after
all the equipment hsd been received, Thegse two eredits
constituted 33 per cent of the total granted by the

3 The difference betwsen the aid received today
gida the discounted vglue of future repayment
oblirations as of today will express, in money
terms, what differcnt writers have called the
'.qrani' or 'z=ift' element of ald,
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Soviet Union during the period 1956/7 to 1968/6, This
arrangement therefore, meant that Indla started repayinz
the credit even before the pro ject was completec and pro-
duction started,

for a country faced with a severe foreign oxe
change shortage, repeyment in local currency would de 3
specigl concession, The Soviet loans are more agcurately
described as repayable in kind, To be acecurately des-
cridbed as repayatle in rupees, in the sense that there
was no foreign exchenge cost involved, it must be shown
that Indig could not have ex;orted th-se zoods elsewhere,
Host studies have concluded that exports to the USSR by
and large hgve been in addition to exports elsewhere and
the terms of trade not significantly worse than Indig
obtained elsevhere, Therefore, the hturden of repaying
in kind has probadly not dbeen higher than the burden of
repaying in convertidle currency, Bt becsuse of other
iadirect costs, such as undesirable exports and the need
to give technical oredits, repayment in kind hag deen
almost as burdensome gs repeyment ia convertible aurrency,
Moreover, India had repaid only a part of its credit upto
1965/6, Since devaluation of the rupee in June 1966,
the burden of repayment has increasec because Indla's
tems of trade with the Ezst uropesn countries dee

teriorated,
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Debt ielief

Since devaluation, the debt servieing turden
has sharply increased, This is a general occurrence Mt
the difference between the US'R gnd the US: 4= that the
latter haes rescheduled debt repayments,

tor the other Esst “uropesn countrles as a whole,
the ratio of debt service to total assistance utilised rose
from less than ©5 per cent in the pre devalustion period
to 37 per cent in the post-devaluation period, However,
in the case of the UZSH, the dedt service reagchea between
75 and 80 per cent of 2ross gid received, PRetween 1066/7
and 1969/70 there hzs been little net inflow of resources
from the USSR, In fact, if defence credits are included,
there has probably been a net outflow, Hit unlike the
Consortium countries, the USS3h did not consider 1t nece-
ssary t give debt relief, The explanatinn it save wss

that its loans already carry concessionsl terms,

ngg of Alg

There is yeot anothear exsmple of the rigidity
of the ald progmmmme of the UZ"R, The USSR has shown no
keenness to 'uitle’ its credits, *1d can be tled, as we
have noted earlier, to purchases in the donor country or
to a specific type of project or bdoth, If the sided-
pro jects have a high priority in Indis's development
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programme, there is little dauger of a distortion of
priorities, “inilarly, if the donor can provide credit.
financed imports at competitive prices, there 1s nof cost
involved in typinz eredits % purchases in the country

of origin, however, whean g country like Indlg tries

to match the aid availgtle from variocus countries to 1its
recuirements, 'tying' creates problems, As donorge prese
eribe their do's and don'ts atout the end use of funds it
it impossidle for India to obtain supplies from the cheapest
gources or to get exactly vwhat 1t needs, Consortium coun-
tries made efforts to meet India's speelsl requirements
during the Third Plan by granting her non-pro ject loans,
Rut the Esst ‘uropean creaits have all (1007) been tied
both to source and to pro ject,

“The direct costs alone of zlie.tyin» are
equivalent,,.. %0 as much gs cne-fifth of the value of
tied aid,'™ while other donor countries tisd most of
their credits either to a project or to purchases in the
country of orizin, Soviet ald was tied both ways, Therea
fore, assuming the USSd pala the same prices for exports
as others, the cost of tying may be hirher in their

J, Bhgewati and 5, Chakravarty, “Contributiens
4 &o Inaisn fconocmic Analysls s 2 &xrvey“% Imerican

5 s Part 2, “eptemter
969,
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One more factor that makes tied credit from the
USSK more expensive 1s that there is only one supplier of
e ipment, dince the creditor and the supplier are the
ssme, Indiag does nwot even try to get a lower price from
them, Of course, firms in the western conor countries
may colluce gno quote price, This in fact has been the
general practice in cszse of tied credits, Bt gt least
it may be possible to exercise choice in eguipment pro-
duced bty different fims., ‘*ven this possibility &s ruled
out in the case of Dviet credits, since there is no
competition within the country, Horeover, the chodice
was restricted to uwhat the partaner couatry coulé offer,
i, e, vhether the equipment was sultadble % Indis's require-

ment or not,

Technical Assistance

By taking an active part in the tragining of
scientists, techniclans and engineers, the USSR assures
a "techno-industrial psycholozical bond betueen the
backward nations's techoicsl intellirentsis and the
oviet Tnioa", ihat the Soviet Union expects from these
personnel 1s apprecistion of toviet technolory and
methoas of production, This is sought to be achieved
through training programanes of these persoanel in the
Soviet Union or throuzh training progresmmes in Inéis

provided by the “oviet personnel, “hur appreciation and
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admiration of Soviet technology, through association with
it, 1s considered the "key to politiecsl hay-makinz.“s
There gre two differences in tho nature of
assistance offered by the Soviet Union gnd the Zonsortium
countries, First, very few outright greuts are given,
All technical assistance from the “viet Union is paid
for, Payments for project tied technicsl assistance cagme
to nearly 10 per cent of the credits utilised, In gddition,
India psid s, SO million for the salaries of forelign
technicians upto 1965, There may well have been other
payments gnd the true cost of techalcal assistance rene
dered may be nearer to 15 per cent of the development
credits utilised, This 13 g sizadble percentaze,
Cecondly, all aild 1s tled to dellivery of eqip-
ment requiring technlicisns from the USSK during toth
installation gnd start-up periods, «hen forelzn techni.
cisns work on s specific project or train Indign techni-

cians for s specific jJob, it is easy to demonstrate

5 The Chinese have felt that Soviet socisl
imperialism operasted in the gard of *technical
assistance! - a relstionship of technological
dependence on the Soviet Union was established
and the techaical elite of Chins was co-oOpted
to Soviet interests, GSee Lenals aay, "Shinese
Perceptions of ©clal Imperialism", [
dournal of Internatiouzl Ctudies, op. c¢it,
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thelr usgefulness, 1Ihis in Jjob traluing is suitable to
India's nceds, because the problem of utilisine the
skills thus acquircd does uot arise, FHowever, the US"d
does ot offer opportunities for students to dbe trained
in various filelds comparable with the Fulbrisght or
commoawealth Scholarships and Travel 7rents, Vassil
Vassilev points out that "Aside from schelarships %
universities or to technical institutes, assistance 1«
on the payment basis, including training periods spent
in firms, Jooperation 1s thus of an entirely commercizl
natureu“e

As 4t has been discussed earlier, tying credits
to imports very of ten results in an uncerutilisation
of local skills, becauce the U"f .t insists on using its
own techulzians to aesizn a project,

A technologicsel wind of chgnge has deen blowing
almost unnoticea through the public sector for the last
few years., Most of the b4z pudlic sector undaertakines,
set up partly or wholly with Soviet know-how, are now
acquiring new technolories for their diversification and
expansion programmes, And in the majority of cases they

are foing to non-‘oviet sources for know-howv,

6 Y, Vassilev, [plL s 1;60 s
Yo _ievelopinz vcount:lem y 1960 ),
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Bharat Ieavy Slectricals used oviet collaborge
tion ifor megaufecturiny 200 4. generatine sete; it hss now
switched to ssst Terman tschnolo=y for 500 4. sets,

The 01l anu watural Tas Jommission was created
and run for more than a decade with %viet assistance,
Ihis provec inadequate for oifshore exploration, so the
O3S brought in ’'merican and rreach experts, «+ow even the
onsghore pro-ragmme is going to be gssisted bty *merican ana
Huagarian companies,

Instrumentation Ltd,, was created to supply
Sovictutyle instruments to Jovietealded projects in the
country, Dut soon the limitations of ‘oviet cesien became
apparent, and the uncertakinz has therefor- gone in for 3
new rante of instrumeats using Eritish, mericsn and
Japenese ccllaboration,

The lieavy Mgineering Jorporation was originally
licensed to produce oil drilline rigs of s ‘oviet desien,
Put the design was 50 obsolete that no such rige were
ever produced, ihe NFJ has now suitched to American
techanolosy to manufacture modern high-gpoed rigs in con-
junction with HE!EL and some other pudtlic sector under-
tekina s,

The Mininz and Allied Machinery Jorporatioa 1is
plannineg to sien flive new collstoration zgreepents - one
of which 1= with the Dviet Union,
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The bizgest area of Indo-Soviet collatorstion has tradie
tionally beén steel, Mt there has been a marked change
even here, The expénsion of the Lokaro and Fnilei plants
was originglly based on foviet assistence, tussian experts
succeeded in preventing S581IL from mgking use of the fimerican
iecbnolcgy it héd obtgined for rolling mills, The new
steel minister, My Filju Patnaik, hgs now cried halt to
foviet collgtoration, anu SAIL will use its ‘mericen know-
‘how for the huge cold rolling mill which is the centre- -
plece of the Iokaro expsnsion, |

Indian 041 Jorporation set up its Parauni and
Koysall refinerles with Soviet technology. It looked to
Western cources for the specialblubriqants fo de produced
at the laldla refinery, It was proposed %o return to
Soviet technology for the Hgthura refinery, but later it
was considered safer to supplement this with ‘merican
know-how for some of the key units like the catalytic
cracker, | | |

shy 1s the public sector envared in sueh g
massive swin? auway from ‘ovist technology? One resson is,
qhite simply, that Scviet knoweshow is not mood enoush in
a number of fields, The gap betwsen ucstern asnd Soviet
technology has been growing steadily fo. the last thirty
y~ars, ane the oviet Union 1tself hzs now swallowed 1its

pride~nu gone in for large-scale purchases of expertise
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from the West,
| In the 19€0s, when the majority of Soviet.glded
projects were set up, the technological gap was not 80 wi&e,
and such gap as there wuas dmvnot; matter much from India's
point of view, This country's heavy industry was in its
infancy, and there was no need to go in for the latest
know-how, Besides, UWestern technology was frequently not
avallable on the terms and conditions wanted by the pudblic
sector, Westera fix'ms generaglly demgnded equity partici.
pation as part of the price for sﬁpply!ng Inow-how, ‘ané
were opposed to the basic philosophy of the pudblic sector,
These were the kind of constraints tbat led ho
the collapse of talks with Western partzes oh the Bokaro
steel plant aud Eorba gnd Koyna aluminium pro jects, Ulti.
mately it was the USSR which stepped iIn ané agreed to provide
the Rno;khow gnd equipment tér all these plants, | |
The fact that Soviet technology was someﬁhaz
inferfor did aot matter much, Rit today the situation is
quite different, Western firms have now shed thelr inhi.
bitions about out-right ssles of kmowhow to the pudlic
sector, and they are dacked up with goverament.to-goverament
credits on tems far more generous than those offered by
the USSR, PRor instsnce Eritish gid is now in the form of
outright grants, West Germany gives untied ald on the

same terms as the Internationsl Development Association
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-repaymeat over 80 years and 0.75 per cent mterest. )

| | Meanwhna Ineian iadustry hes slso come of a8 e,
and is very particulax' sbout getting tho best possidle
techaclogy. Indeed there are now some fields vhere Indis
4% technologically ahead of the Soviet Union, such as

- fertiliser plants and offshore 01l exploration, In this -
climate; it 1s no wngder that -the poyul.arity of Soviet "
. collagboration has noseéived.

However, it would be wrong to exag;verate this
“_ététe of affairs, Soviet eeohnology‘ is still world-class.
in seversl fields, such as metaliurgy,/lomtmperamre’_
sogineering, defence equipment, some cotegortes of elece
itrd'a‘"ics, and certain types of mmmg'émxipmnt ané elece
trical machinery, India continues to use Soviet expereise
in 3 variety of flelds, particularly mineral emloration,
metallurgy, énd heavy engineering,

Thus Soviet technolozy has by n6 mesns deen
throw overtoard by Indis, Mt it has certainly been cut
dom to size, Becauge of the rpecial'élfznatfe in the ]:9.605
the pudlic sector was forced into an overivhelming depen-

. dence on Soviet techuology, ,_ The tilt touards foviet

A knoé.how is now being rectxﬁw. The publie sector eszn
be said to have a aew ghilosophy of teehnelogical none
;.augnmeat. _ ,

The Sovict Uaion on its part ‘wu’x have to
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change 1'53 ‘policies. to attract more Inéian mteresa. s

E wﬂ.l also bave to sho‘w its wﬂ;lin@nass té psrt wlth techzw‘

-

 tended to dig in 4ts X’e@t n the past

mgy :n sensitive ana mphletlcé%ed fields where n bas n

l.

Table 23 (see Appendix I) shows that Soviet

) ad& is 100 per cent in tbe pubuc secwr‘ Tbe Ixnex'iean

cont:ri%mtion m that directwn, eontrary tc widqzy.hgid

. _'w beiiefs, »13 gpito significant, especially when technical : .: .

aidn and pro 3ects ﬁnanced fx'om PL 480 eount;erpart funds
are added, axnerican pmpaganﬁa fails 0 point out that

L 1ts om overan contribution to'the pubuc secfcr 1s at

least comparaue % that of tbe UsSeR, mc it s for fne.
frascwcture rather than heavy mdustrial purposes. uith
regard to distribution between public an& private secbrs,
the ‘Coviet Unlon leads only sl!ghtly in percmtage oon..
trimtxons of anthorised fox*eign currencz loans to the .

. public sector (28,5 per eent againsgt 27.4 per cent), ._

‘ It is the Aperican ané. Lorld Bank abstention from pubuc
S sectox' haavy industrial. development that gives Sbviec |
h - aid u:s special vglue in Indian eyes, though, the Britiah

-'and ; West German contribution here has 'ai $0 been useful.

Table 24 (see aép‘mdix 1) givea tbe _seci_:oral

. composition of Soviet loans and roughly comperes it to

the sectoral composition of _projsct losns raseived from
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‘ﬁ_he capitalist countries, while for the USSR project
éid_‘is equivalent % total ald, for the western countries
pro Ject ald was roughly €0 per cent of the totsl in 1963.5, -
Dy the end of the sixties the ratio had fallen to somew

| whgre'bétween, 10 to 30 per cent of loans ftom the USa,

© the UK and Vest Gemany. ‘'bile £t is true to say that

ﬁhe sectoral composition of Sov‘ief. ald was different from

. tbat of capitalist. gid, the difterences do not eonfom
' easily to the pattern that is fntuitively, inaglaed, - It

. 43 not ‘the case that Soviet a1d hss deen heavily concén.
‘trated on creating capitel geods mdustx-xes, whne cap -
talist add has gone inbo consumer goots mdusuries. As
far as the heavy mr-cbmery sector itself 1s econceraed,
there 1s not s great desl of difference detween the two,
This 13 especislly so 4f we classified investment in
mining financed by Soviet ald with heavy machinery, For
t.be western countries, mining has been clossified as part
g&e (;?screpaney the€ mameabmm%h;“{w groups.
The simificant differences lies mamly in tha the
proporcion of aié given % the steel 1nGustry 1s ‘wery
much higher for tbe Soviet Union, The western countries,
including the IBRD, have given over more thsh g fifth
of total loans to finance the dhuilding of an mfras.trucmre-
of transport, The other msterestﬁng point 15 the sigui.
 ficant share of Soviet ald dewoted to the production and



166

exploration of o1l in Indiga,

' The mogt striking contrast in the aid given
by the United States and the Soviet Union iz that the
add of the former though very lsrge is, howsver, spread
‘over aumerous pro jects and food which s consumed imme-
diately, On the other hend, the Soviet gid has covered
a few tut important and strategic pro jects which have a
very large impact values in toms of popularity.7 These
projects have also an impact on economic development
because investment in heavy industry, especlally steel
aad machine building, give f41lip to further investment
ia the econony,

In this context, Chinese economle gid to Third

Yorld countries deserves mention primarily for two reasons,
First, 1t is offersd by a country which will itself continue
to be a developing country for years to come, and secondly,
the conditions under which this aid is offered, is a

? ' In this monner, it hzs been alleged, they have
gone about "cgpturing® the ”commanﬁing heizhts"
of the economy, Unlike the much larger US in.
vestment (Rs, 7000 crores) which is widely di.
persed, Dviet investment of s, 1000/~ crores
i1s concentrated in 3 few projects in some key
sector of India's industrial ecohomy, Gee
CPIM.L) Pudblication, op, cit,
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model in itgelf,B |
It would de unfair to belittle the siznificance

-8 Eight principles lasid down by Premier Chou-en-lai
during bhie visit to ifrica in 1964, have formed
the theoretical basis on which Ching has provided
ald to other developinz countries,

Firet, the Chinese Covernment aluays bases itself
on the principle of equality and mutvual dbenef 1t
in providiag add to other countries, It never
regards such aid as g kind of unilsteral alms hut

"~ a8 something mutual, Through such 244 the fri.
enély new emerging countries graduslly develop
thelr own national economy, free thenselves from
colondal control snd strengthen the sntieimperisle
1st forces in the wrld, 7This is in $tself a
tremendous support to China,

Seconély,‘ in providing ald to other countries, the
Chinese Soverament strictly respects the sovere-
igntyof the reciplent countries, and never asks
for any privileges or attaches any conditions,

Third, the Cbinese ‘overnment provices economic
aié in the form of Interest.free or low-interest
loans and extends the time linit for the repay-
ment so as to lizhten the burden of the recipient
countries as far ags possible, (Strong contrast
to the USER), '

ourth, in providing aild to other countries, the
purpose of the Chinese Government is not to make
- the reciplent countries dependent on Chinag but to.
help them embark om the roed of seif.reliance
step by step,

Fifth, the Chinese Goverament tries 1ts dest %o
help tre recipient countries tuild gmgects whieh
roquire less investaent while yielding quickes
results, so that the recipient governments may
“  inerease thelr income and accumulate capital.
N (Contrast to USSH),

sixth, the Chinese Jovernment provides the best
qual:l%y equipment znd materiel of its own manue
facture at international market prices, If the
equipment and meterial proviced by the Chinese
Goverament gre not up to the agreed specifica-
tions and quality, the Chinege Government

Lo, ocontinues,e..
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--of Chinese aid by arguing that Chlna sougm to- attam

‘ pcutical azms by éftermg am. "’h,is zs more or less :

tme of all donors of eeonozaic .m. Howaver, ubat diza-
tznguishes Ching from other donor cotmtrlea is Ms gaid-

;'-f"fing 91‘31011310 that economic aid umsb ho*t brmg eoonomic L

& profit ‘to the donor.9 Of, course, with Western industrial
“astions the wotive of profitability 1s known to be fne .
herent. mt 1t ie tm'ficult»to undorstana that socialist
""'*.‘countries, amcng then the &)vlet‘ Union, shonld aiso aim i
at making a profit out of thesr economic ald, o
v . e 11ve in 4 time of enorgy erisis. The ‘costs
~ of oll Amports have risen to such anexteat that they

'-'1,_;~;,.;‘_‘.now exceed wat the: 10Cs receive in the. wayof economic

previous B, i,

( ,undortakes to rcplacc t:hem. _ (C,ontrast to
: Us{ﬁ)o t‘

: ,.;8eventh in giving any particular tachnical
" aasistanee the Chinese Oovernment will see
. to it mat the personnel of the rocipient
= country fully master sucb tzechntque. (Con..
- trast to BS.aB) . X e
Eighth, the exgerts ﬁlspatcheé by tbe Chinese :
Government to help in constraction in the reci.
gient countries will have the same standard of
1living as the experts of the recipient coune - -
. tries, The Chinese experts are not zllowed to
make any special demands or en Yy any special
- gmenities,

(sourcez'Chinese Md ia actioti ¢ milding tbe
, Tanzaﬂiaogufig Ra“ouw% é 3 (8 -
M. o S. u -
August, 1975). v

'9 - iblfgang Bartke, Chinn's Fcogomis Afd (Hamhurg,
' .19078). p. O
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-",~am loana. . Fyen before tﬁe c"r.isis, thé ﬁxr&en'of the
: Mtarest to be paid on ald losns granteé by capitalist and
socialist donors gy heavny ugon the reciptents, Today,
only‘Ch‘mé, who does not demand interest on her economie
ald loans, meets the needs of developing ,'c‘o:mtries.
88;5 per cent of the foreign sid given by Ching consists
of mterest.free loans (see® 4ppendix 1, Tadle 25). |
' | Chinag is outstaadmg not only decausge 1t offers -
economic aid without interest, but also because 1ts terms - .’
of veba&ment are more fgwourgble than those granted by any
o ther couatry, In the case of relatively lérge loans,
China has madelit a hablt to offer the recipients e perxod‘
of grace of '10 ;‘r'ear's, beginning on completiou of the ecow
nomic slé project in question, Only after the lapse of
this period does repayment begzin, the instalments usually
 being aistriduted over 20 years, S

!snother unique festure is that all Chinese eco-
‘nomic ald agreements contain a clause that the Chinsse
technicians asnd workers shall be paid in accordance with
the standards of the receiving country, As the standard
of iiving in most developing countries is low, the cost
is thus reéuced consideradly, The expenses on salaries
in a Chinese alded pro ject will amount to far less than
half the costsarising for the recipient countries, Chinese
aid is certainly worth more thsn the same nominal sum
(by at least 25%) when granted by the USA or the Soviet
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Unilon, decause the reduction in personnel costs results
in gn increase in the actugl body of economic aid., Hence,
the Chinese loans (upto December 1973) totalling US £ 3,384
million are actually worth about US B 4,200 million,

- &n item of particular Interest in Chinese
economic gid are the donations, or non-repayadble loans,
‘Between 1956 and 1973 Ching gave a total of US A 209
million as a donation to Third lorld countries,

lhext to the donations, the Chinese loans for
which interest had to be pald, merit attention, thea
Chinag beran to offer economic aid, it still recognised
the primacy of the fovist Unlon, which has made it a
rule never to grant economic add without interest, Xowever,
Chine soon endeawvoured to galn a3 certain independence
from ﬁhé Soviet model, ‘thile pursuing this policy, it
d1d not adopt the Soviet principle with regard to fnterest
on loans, The fact that Ching &id demand Interest on
loans in five cases was probably due to her mznal
doubts as to the worthiness of the reciplents toLmtereet.
free loans, In any case, only on 2 per cent of the
total ald given does China charge interest (°,5%), After
the Sino-Soviet bréaeh, Ching has offered all economic
8id without interest, which certsinly sets an example
to other donors,

The economic aid offered by all socialist
" eountries together totalled US 2 15,477 million (Decender
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1978), of which the Soviet Unfon alone provlded us ﬁ 8, 229 mnlton ‘
(or 53%). the soclalist countries i Eastern Hurope US. ﬁé,llo m.(”ﬁ).
and cnma LEW 3.128 n (209,10 It 1s true tbat China ranks, last here,

dut we must not forget tbat China is one of the less developed countries.

A comparison between the Soviet Unfon and China makes it
, quite clear where the Dvist cem;res of gravity ares in India (U8 B

‘ ,593 m), Bypt: (1,198 m), Atghanistan (826 m), Iran (526 m), Iraq
(549 m), Turkey (534 ‘m), Pakigtan (474 m) and slgeris (421 m). ‘These
- countries have received a totsl of 7S per eent of all loans offered bty -
~tbe %viet Union, This shows, on the one hand the political 1nvolve.“' B
"ment; of the Soviet Union ané on the other, the great polithal imporc AR
“tance of économic ald in general, In comparison to the Soviet Uuion, .
'Chma's tenéency to give the bulk of her economic aid to few countries
15 less marked. '
" This 15 ot to say that China can be 2iven a clean cbit,

Ching 1s almost as guilty as the USSR of giving economic and military

ald to totslly reactionary regimes: Xabya Khan's Pakistan vhen the
generals vere engaged in massacrmg huadreds .and thousands of "1nnocent_
and exploited Bast Pakistanis, Pinochets Chn.e, a regime which every |
civnised nscion in the world hgs condemned both inside and ouwtsiae ‘the’
‘United mations; ané the FNLAWUN ITA combine in angola J.eng aftet 1t was -
est_ebushed that the only progressive force there was the 24?1.&, The 6n1y.
regson for such aé attitude on the part of China was its rivalry witﬁ

the USSR, It in 4ts attemgs at deriving poliﬁeal advahtage from its
goonomic aid policies 1t vas different from any ottier great bower. At
least 1t tried to derive no eeenomié'profxt from the ala recipients,

e do may conclude tba,t‘in‘ an epoch vhen the advenced industrislis

.gountries were getting richer and richer, while the poor ones nere uﬁx

inxg sinking dee tger and deeper into povstty it was China, of
all countries, that becsme a model donor of economic aid,,

_10 Ibid., DPe .



CHAPTER VI -

; © goNcLoSION - |

. "7_ Sabue deaung witb the ob:ectives of Fbviet
) eeoxiomic céoperaeicn with ﬂm ‘Ehir& herl& e bad %m
" that the Wvlets felt that the state sector ims. the mm

‘ 'obsective 13 to elimtnate backwaréneas ané poverﬁy. m
'what has' been the actual economic impact of oviet afd |

. .to Indfa? itle ‘the USGR propszated and mpportq&tgtgce,

: ,cspieauan as thie most d?sirable path to development f’or

W

Gy s .
~ the Third ‘orld, /continued to protect tbe mterests of
_'-""cbe privueged clagses, 1t 1s aow videly aecepted tt:ato

.':: _t;:tbe princtpal bonetichries of state capieausm in th, e
) undardﬁveloped vorla have been capitauats n the priVaee -

-sector and not the maaerxty of the peoyle. Syen “uasxan '

a theoretxclans have revised their earuar wiew and accept
tais posltion now. T Cow “ ;j»-*'i '-"”7?‘@:‘ -

‘; ’ vl‘““z) - s

b4 ';'r .'u,
’

The pubua sector éculd be an insu‘ument for
,veakcning and ollminatmg the hold cf foreign capttal

;V:(.Aand also Yor xostricting aad eurbmg the growty’ “of Indian

nonopolies. , m: the policies wrsueﬁ w tbe govomment

,Af'durinv three deeades of ryle have balied such hopes.

“ ‘Increasmg eoncentratien of wealth and the rapid growth

of Indian monopolies bave become a pmnonnced pbenomenon. :

Twenty tamuy groups controlled 20 per cent ef. t:otal

« .

;‘capable mwmment for mobnising resourees if tbe *’
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private capital in 1981, This had incrsagsed to 33 per cent
| by 1958, In 1965, the Monopolies Commission .found ou€~_-
that 75 leading business groups o{meé 47 par cent of the
assets of all nonsgovernment companles.l A
, The big cspitansts have mcreasmgl., bmefited

from the state sector, The tulk of credit i,"acuities'

£ rom ‘the state financeisl instieutlons have gone to build
them up still further, All mejor contracts under the

plan and otherwise emsnating from sovernnent gd -té,".bfg
business, It ;s_bit; buginess Egam that controls the
distribution of the products of several ctate undertakihes.
Apart from the growing links between the pudlic sector

ané tbé"monopolies, government now invites capitalists
including foreign monopolists to participste in the share
. capital of state-owned undertakings,

It 1s also necessary to coansicer the effects of
trade with the soelglist countries on the structure of
prodiction and income distridtution iu Indis, fiven the
h istory of exploitation by the western Imperislist coune
'tries, the USSR stresses that its inteation 15 to eliminate
_backwardaess and assist in the development of a dynamie |

) G Meghnad Desai, "India : Energing wntradlctions
© of Slow Capitanst Develogn rent”, in' R, Blackbura,
n > A  (Pelican, 19‘75),
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modera sector in the poor capitslist countries offer an
Qpportmugy to change the historically determined patterns
of production and trade in Indis? If so, Indla should
have derived substantial dbenefits from its economic relee
tions with the USSR, ~ Within the economy, of course,
the distrimt;ou of benefits might dbe rather.unequal.
This 1s, in fect, what did heppen, The importsat qestion
is whether or not trade and other economic relations |
with the soclalist world place a poor capitalist economy
on the road to self.reliant development, reducing its
dependence on external fingnce, If that is the case, 1t
must be reflected in changes toth in the structure of
production snd pattern of trade remain the same, and
the dependence of the Indian economy oix external assistance
continues % grow

This cannot be attrituted to soclalist trade
aad aid because it was the outcome of factors internal to
the Indian polity, Given the economic and political
system the cutcome was inevitable, It this does not
adbsolve the oviet Union of giving politicsl support to
the Congress regime during the Raergency (June 1975 to
March 1977). That foviet a1d to state capital served to
consolidate the position of the ruling elite 1s widely
accepted, In this connection 1t 1is neéessary to consmer'
the "emergency® repression of the working class, the

elimination of hagbeas corpus gnd the detention of repor-
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" tedly over 180,000 politicél prisoners gsmong a host of
other measures such as a ban on étrikes and even on»legai
protection (forbidding petitions for injunotions) against
employers who themselves break the law, These and other
measures of Tnergency ifule brought "sn observgble improe.
vement in lgbour discipline® gnd a decline by more than
half of man-days lost through strikes, with "the improve
ment,,,. more mpressive iIn the public sector eate»rprises"
‘which are precisely those most closely linked with foviet
-aid. t1é to whom? We may asks fThe ouly possidble
angwer consistent with the facts 1s that this afd 1s to
the biz monopoly bourgeoisie? in India, which 1s the main
econcmic beneficlary, £irst of the Sovietesupported pudlic
sector, snd now of the emergency rule by their political
representatives, That the Congress regime enjyed the
political support of the Communist Party of India and
that Leonid Erezhnev in his visit to Indla has gone so
far as to call Indira Gandhi a great soclalist shose
government is leading India to socialism changes nothing
in these facts,a

23

Consider, for axamgle the rapid rise of the
Birlss and some other big dusiness houses
during the days of the Husergency.

3 . omic and Politicpl ieekly, Desesrder 8,
1973, pe 216l. |
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. © . O the other hand, the econoulc and polxtical
Lo ”maapendance" of the government uas 11‘mstrated uhen
, iatt:er Sadae's break with the ébviet Unxon (nnd on thq

,,,,,,

tts &viet«liﬁcﬁc&d, mdian-huilt v«m 3et tighter spare

| "‘.parts 00 Eeypt "'tha Indian Goverameat acnnowleeged....

| that the &viet Union blocked Indis from m@plyzng Egyp\t L
. wzeh sparo pms for mc,.el fighters, ™ e |
'J-;:" IS this is not to say that the presence oi‘ ebe"
"'USSR and Other gocfalist naticns on the intemational
_‘scene did not give rise to some advantages for India. 4
The eontrase becween the volume of ftméo glven to Indla
- ;;.batore and, after the USER offared to set up a steel plant

o s remarkable,

Perhaps the mf.luence of the East European
cre&its on ether donors is most evideat m the £1eld of -
" industrial development, The USSR made svailsble the

"""‘vtirst otfictal credits for m_&is’tr-&al -pzpjééta in the
public Asecbp’r; such credits were r‘n'ado for drugs, ol
‘ reﬁneries and heevy engineerim’ dndustrics, In each of
those cases, the offers were follomd by oi‘fers from
| Consortium donors, but. mainly for the nse of’ priVate
firms, The volume of off fe1al funds avanable for mdus-

trial development mcreased during successive plans,

4 Wu&.ﬁuﬂ%{ Paris) , March 10,

1976.
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The Inftisl effect of the aveilability of East

Earopean credits was % bresk the monopoly of priVate
forelgn investors iu, for example, steel, ‘the odl industry
ané pharmaceuticsls, The fact that the poesition of foéeig'n '
interests was being challenged roused the interest of

the Consqttim govemments, whxcﬁ made funds available -
for the use of px*!%vate firas in the same industries,

What Inuda sctually benefited from was the colé war,
: It is contended that in moments of crisis, the
| ,Soviet Unlon has stood by India end has sfforded diplomatic
~.suppox~t to the Indian stand over Kashmir, Goa and Bangladesh,
_ But If .the Soviet Union, hes givea us diplomatic support
we havé clearly 'paia 5 price for 1t in eeonémic ‘terms,
Howewer, We have already stated that while

important ties of economic interest have been .estabusbed,
foreign policy eonsideratzlons have deen dominant in Soviet
ob;ect,_ivés of gid policy towards Indis, Seeuring s bese
in 'stateihca'éit':al, do‘m'i'nstmg the heavy industrial sector,
and having almost complete control over the supply of
arms, the Soviets moved to establish their hegzemony over
Indla and fouth Asis, thile simultaneously edging out
| American influence, Their first significant success in -
this venture was in 1965 after the Indo-Pakistan econflict,
The peace that followed was under the Soviet aegis, 'x'gu-s
was the beginning of the foviets having a say in the
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affairs of the subecontinent, 7o establisb..its influence
a Indo.Sviet treaty was proposed as early zs 19069, The
Soviets thought that since there was & dismantl.ihg of
foreign bases in Asis, a dollectivo sequrity system bscked
by the viet Union would contridute to tﬁ-e security of
the region,

~ The Indo-Sviet Treaty was unlike any earlier
treaty signed by the Covernment of India, Article IX
provided that "In the event of either party dbeing subde
dugated to an attack or threat thereof, the High Contract-
ing parties shall immediately enter intc mutnal consultg-
tions in order to remove such threats and to tgke approe
p-piaf‘é and effective measures to ensure the pesce and the
security of their countries,” The Indian ammed forces
vere thus committed % Joint military action with the
Soviets,

Immediately after signing the Treaty, 2, Gromyko,
addr'essmg the Qupreme Soviet clearly siated that the hdoe
Soviet treaty was the first step in the Erezhnev Assian
Collective Security Plan,® The Indian Goverament, while
acting to further Soviet interests as well as its own,
d1d anot, however, openly espouse the Brezhnev plant, We
have stated that in its foreign economie policy, the USSR
has tended to give high priority to its interest,

5 Bconomic and Political ieekly, lovember 17, 1973,
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.- The Treaty was followed by closer sconom iz
relations with the Soviet Union while the US dbegan to . -
be gradually edzed out, Uncer the Treaty, commissions
were set up to explore the possidilities of greaster cow
operation in various fields, Indo-Soviet trade took a
leap forward, In the same period, large quantities of
arms were provided, particularly naval vessels, In
return the Hviets reportedly got anchoring, reparing
and refuelling facilities for Soviet ships In tw major
Indisn ports, Vishakbepstaam end Fort Eleir in the Andamen
Islands, However, one has to dbe careful in giving totsl
credence to this report,

Meanwhile, the United States was forced to
retreat, In mid-1972 the msssive US AID mission
(1,000 employees) began to wind up.6 from nesrly a dozen
projects, the U3 technical assistance shrank to Just
six. In June 1972, the (overnmeat of khdia terminagted
the arrangement by which the US Joverament néed PL 480
rupees to meet expenses of US programmes in HNepal,
Simultaneously Indo-toviet cooperation in
sc‘i‘énce and technology took rapid- 'sgx*iées. In June 1972
there were four joint pro Jects and for 1973-74 a total
of twenty joint research prograanes vere proposel,
on the other side, D, 3, Macdonald, US State Department

6 Iimeg of Indis, 21 July 1972,
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officia‘l 'admii;isterintc"‘ bhe: méian p’régramrﬁé;" *lom&ted :
_thet. at the Initigtive of Inda, by Mareh 1973, there was
q ma on. tectmtcal assistaace programme, | _
- The changed posltion of the tw super_powers
.'was drasaticany reflected in changes 1n the direction of -
~trade. “There was a drsstic fall in imports from: the ﬁsn -
‘from 3) per cent of Idia's imports in 1968469 to ﬁust g
: 13.6 per cem: m 1972-73. (Of oourse, this went up to
16.9 pex‘ cent m 1972-73, provmg that the U, S. atill )
has a oonsidnrable base m Inéig." at the suie tine the . e
total turn over of Iado-&viet trade rose x'apldly. ™
_‘.-1973‘ tbo _tum over vas Rs, €18 crores - an mcrease of

I’ S

LRy 105 crores oveér 1972.8 'elhe Dviet aton beogm

India’s largest trading partaer, for the £irst time dia- 1
plactng the US from the position 1€ had held oont!xmously
from the Saeond World ¥r onwaras. ,

. Erezhnev's visi} to.1ndla ia nember 1973 ioa
to a further sertes of pa¢ts and agreements, notably

- .one bet:wecn the plannmg bodies of the two countries ror

,drawfmg up e fiftem-year plan for sconomic eooporat.ton. ‘
. ) Thits plan eontemplates the creation of eapaeity in Indiaa -

7 Figures from

Reserve Bank o dis (1973'.-74).

8  Doononic Times, 26 June 1974,
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industry for exclusive Soviet use,

In Brezhnev's words,. the visit lod %o a'qualie
tative change, © There was o mention of the Astan Collece
tive Security plan 1o the joint eommuniqxe. The reason
'A was that the Asian count.rios vere strongly resistiug this
- Soviet attempt st domingtion, Rut in the Joint declarse
tion the InGian Government clearly accepized the Doviet
Unio'n as an Asian power, Ihe Government of India thus
accepted the %viets' Mght to acuvely promote botb -
‘ ”mutually beneficial cooperation”™ ghd the supposed streagth..‘ "

ening of peace anc stability in Asls, Thus, one of the
important goals of pviet diplom:zcy was achieved agnd 1t
‘vas this which Frezhnev described as a ‘quelitative
change’ in Indo-Sviet relations,
During the visit, the Soviets offered to deve-

" lop sheep breeding in the Ladakh region,1® The intention
possibly was to ensure a Sviet presence in the most
strategic sector of the Sino~.Indiszn dorder in order to get
a centre which could de used for subversive getivities
against China, The CIA had, clandestinely, though with
full agreement of the Indian Govérnmeat, used India as

a base for 'counter-revolutiqnary' activitics in Tidet, Now
the Soviets ha(re proposed to do the same,

e li,J, Nenporis, "The Strings are Very Yuch There”,
in mﬁzsmm Decenber. 1973. .

22 December 1973. |
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One wuld bave expected that the "special relgz-
tionship® that has existed between Iadia gnd the Soviet
Union in the seventies would have sufferef s getback with
the coming to power of the new Janata Party fovernment,
It vas expected by the Soviet Unfon that the new Janata
Pat'?;_y géve:ument wuld move towards the rigbt,n end g iven
the orientation of its dominant constituents, look more
to fmerica., To stsll any such development, the Sviet
Toreign Minister, Gromyiw, vistited »Indzé vithin a month
_of the assunption ofoffice of the new government, The
. visit concluded with the signing of four new economic
agreéments {ncluding o Soviet credit offer worth Rs, 225
. Crores, Thié offer by the foviet Unlon can again de
exploined in simple competitive terms, It 1s for the
first time since 1966 that a Soviet credit hes beea given
to India, st 1s more interesting is that the credit
ﬁaé been given con much softer tms than ahy loan granted.
by the USSR hitherto, though it still does not mateh up
with the liberal terms given by «sstera sources. The
credit will carry an interest of 2% per cent per annum
and will de repaysdble over 2 yecars including an initisl

ORI

11 The Janats Party election manifesto for the
Iok Sabhs poll in March 1977 gpoke against
the further snaion of hesvy industries in
the pudlie sechor,
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grace period of three years, For previous Soviet credits,
the amortisation period has been twelve years, and the
grace period only one year, ibat is egally interesting
is that-a part of the loan 1s nonproject aid, It is for
the first time that the Soviet Union hasg given non.pro ject
add, The intention behindé ali this semms t b:[tbhe Yspeelsl
relationship' between the U8R gnd India should continue,
The Rissian agreement to export one million
tonnes of crude to Indis in 1977 is no gift decause the
cfm&e has dbeen s0ld at prices charged by OPEC countries,
This means Moscow is making substantial profits from a
deal worth Rg, 86 crores, The crude will de avallgtle
at £ 13,10 per barrel, which 1z arocund the sgne as OP7C
prices after the last hike in Januasry 1977, If to this
1s added the hizher cost of freight (because of longer
distances), oviet crude works cut to be more expensive
than Aradb and Iranian crude, OFPFC prices bear no relse
tion to the cost of production and are based on arbitrary
| ch;anges that have been made periodically since the
first fourfold rise §n 1973, Thus the Soviet Unifon is
getting the benefit of iInternational prices without
being gn OPTC memdber, The only advantaze that Indis
1s getting out the deal is thal Russia has sgreed %
taltei-m exchange Rs, 86 crorss of stesl and pig iron, of
which there 15 s glut in this country, The protracted
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negottations over the cmdeqt‘or-.steel 6051 bave obviously y

.been over the price tbah the mssxaﬁs should chargs i‘or

the cmda.lz o

o - Thus, the Soviet. Union seens %o heve derived

- consxderable ecoaomic profit i‘rom 1ts ald and traae rola.
_ tioms wit;b lndia. ‘In the last analysis, bowever, we

,have seen -that political factors were father more lmporcant

o -‘w;detemmants ot the relationship between the U”&R and

47 Tndlg, fﬂ‘oolwnxic meology and pouucax developments mmm N
_'India had '11ttle to do with the relaemnsmp, as bas been

o proveﬁ by the Soviet attempt to wo the new government of

- Indta. Intcrnational pauucal objeceives were far more

xmporsant.

12.  The Statesan, 2 pril 1977



'I'RADE BETWEEN THE SOCIALIST COONTRIES OF SAQTRRN maops(a)

. APPRVDIX I

"~rm.s 1
AND THE THIRD WORLD

(in' US 8 million)

1952 1956 1060 1964 1968 - 1972

"(4)" Less developed

RN

Capitalist Coun-
tries (D)

Exports tos 175 470 . 880 2100 3070 5080
Imports froms (d) 215 - 406 950 .1520 1940 2820
Trade Turnovers 390 - 875 1830 3630 6010 7900

) 'Lds.s déveloped o
Socialist Coun- : . | e
tries (c). : o . o : , B

Ixports tos - 860 1213 1767 1122 1717 2180 -
Jaports from:(d) 610 1130 . 1722 1010, 863 1160 - .
Total 'mrnovers a - L ‘ o

Notess

(a)

3 ﬁungary, Poland,
(b

(¢)

(&)

i approximation.

- Sources -

Albania Rilgaria ;ng:ﬁgo;&gv%ggaﬁs&st Germany,

Corresponds to the. UR category of deveIOpmg
. market economies,

Ciuna, Juba, Mongolia, Horth lbrea and forth Vietnam.

These’ fxnures are based on exports of the less deve-
loped capitalist/socisalist countries to the socialist
. countries of Rastern Rurope, Although this may not

be entirely accurate, it does provxde a reasonable

, S
. . Vo

United Nations, Yedr
Sy several 1ssues.

SN

Tt Vidgap
Pty
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TABLE B¢

ECONO"IIC ASSISTANCE FROM THE SOCIALIST BLOC T0O THIRD
WORLD COUNTRIES:

1954-1972
Gross Commivnents
(in US £ millions)
ypt 2327
I;:dia ' 1830
Iran 1401
Iraq 965
Algeria | 907
Indonesia 794
Bragil 726
Pakistan . 638
- Syria 587
Afghanistan 676
Sudan 283
Tanzania 280
Sri lanka e 218
Chile | o s02
Argentina ' 174
' (.ﬁ_{ote: The data in this Table include Chinese aid but

among the countries listed adove, only Pakistan
Tanzanla and Sri Latka received substantive aid
from China, i

Sources United fations, Statistical Yearbook, 1973, p. 7].5.

. e,
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TABLB 1II

111

SOVIET BXPORTS OF SELECTED COMMODITIES TO LESS DEVSLOPED COUSTRIES AND TO THE INDUSTRIAL WEST =

K in_ thou sand roubles

Sources Ministry of Forelﬁ .
Sta

1958 and 1965,

pp. 124‘1%.

istical appendix; S B,

1958 1966
Particulars Quantity Value at - Valpe at Quantity Value at Value at
less Geve- Industrial less deve. Industrial
loped coun.  West Prices loped coune West Prices
tries prices . tries prices S
1, Bulldozers - - 586 pleces.. - 9275 7325
2, Tractors 1843 pieees 11182 7019 - 4440 pleces 5315 4993
3. Motorcycles 186 ieces 111 165 2484 pleces 448 401
4, Coke 10000 947 716 8000 tons 122 . 130
. Crude Petro- :
5 leum : 2193800 tons 130935 129873 5400100 tons 55360 47719
6, Kerosene 305700 tons 34372 32863 - : oY - -
7. Diessl Fuel 602800 tons 56640 59858 1806300 tons . 30782 28525
'8, Structural : : R U ' '

- Steel : - - - 10400 tons 1177 1056
9, Zinc .. 3208 tons 2301 2259 12039 tons 3646 3347
10 Aluminfum 3600 tons 7085 €548 1600 tons 27 520
11 Urea - - 314 tons 30 23
12 Newsprint 94500 tons 13388 12078 46825 tons 6325 4762
13 Bicy'cles 9313 pieces - 652 466 9555 pleces 1& 77 53

, -
Trade, ARG



TABLE IV iv
AUTHORISATION OF FOREIGHN AID '

, (8s crores)
Source . Type of Upto the , -
. . “Agsistance ‘?h“il of i . Total
' third ' o , U
Plan 1966-67 1967-68 1968-69 1969-70 1970-71 1071.72 1972.73 1073.74 ]g;g‘_
. , ; 74
- (1) Bulgaria - ‘Loans - _ - 1.3 - - e - - - -
- (2) Czechoslovakia loans 6l,1 = | - - - - - - - 80.0 -
, Total 61,5 - - - - - - - 0.0 -
( 3) lungary loaas, - 25.0 ‘- - - - - - s -
(4) Poland loans : 36.1 - - - - - - - - -
| {5; Yigoslavia loans 18,1 31,2 - - - - - - - -
6) USSR Ioans 489, 6 250.0 - - - - - - - -
Grants 5.0 2.5 0.8 0.7 - - - - - -
Tota 1 494. 6 252. 5 0. 8 O. 7 - - - - - -
(#) USSR ang East
Baropean count-
ries together loans 04,9 - 306,2 11.3 - - - - - 80.0 10092.
Grants 5.4 2.5 008 0.7 - - - - - 9.‘
. () Total for all loans 3808, 8 1034,1 398,55 753,1 421, 8 705.,4 774,5 639.6 1129.,5 0665,
donor countries Grants 92,0 79.7 16,8 68,4 26,0 56,5 36,0 36,6 41.1 753,
' PL 480/665 _
etc, assise ' ‘
tance 1510, 8 392,7 303.5 135,3 186, 5 - 118, 7 - - 2637,
o Grant Total 57116 1506,7 718,8 946,8  634.3 761,92 929,22 676,2 1170,6 13055,
(C) A as percentage ,
. Grants (mc}u%mg ) 0. 28 - 0652 0,24 0,34 - - - - - . 0.2
spe 2 ‘ )
Notess (1) All the above figures are taken from anoual Egonondg Sirvey published by the Government of India,

(2) Conversions in rupees are a$ the ;ére.devalnation rate of exchage (1 = Rs 4,7619) upto the end .
of the Third Plan, and at the post-cevaluation rate of exchanie (A l=Rs 7,50) for the sudbsequent
years upto 1971-72, From 1972.73 rupee figures have deen derived on the basis of the central rates
which prevailed following the currency realignment of December 1971, F¥From 1973-74, the quarterly
averaze of the exchanze rate of the rupee with individusl donor currencies has deen applied to
the corresponding quarterly date of aids authorised. (3) "futhorisation figures for 1973-74 excludes

wheat assistonce from USSR, (4) Constituent items may not.add up to.ytd’.t_:gls because of rounding,



. - TABLB V
DE‘E& IL@ STATBE&ENT OF EXTER{AL Assm*mucn (FROM USSR)- FOR wH ICB AGREFMT“&TS HAVE BBEL% $IGI€ED AND ¢

UTILIZED AND THR &WOUNT RBPAID AS Oﬂ MARCH 81, 1970

v

oG

ts:xpeic.tea

Fiready famia. tevgn

Soux‘ce and mrppse of the Total - Value of the : Ioan amount
.flame of the -~ . . loan: - - value of = ; Rapavmen ¢ ¢ dm B
“leam - . 2 .. the loan - faslr —SapammsRLE. — payment.
O .o, for which Amo- - Percent= ,tsmo- Percent- In. To- Prin. In. "To.tal 11ab114-
. - agreement unt  age to - unt sge to ter- tal c&pal ter- = . tiss:
L T have been.- " the to- the to- est » est . P %mi' :
e ————— ‘ = signeo S tal tal e TOMES
1 Bhilat Credit” {t’igangm% ’Elu. . 101 R L R By N
. (2-2-1855  lal Steel Plant  101.6 96 100 101,96 100 17,31 118,67 100,59 9.39 " 100.98 8. 6é9
2 Credit for = Bstablishment.of . | - °‘- 9;9 39° 199,98 8.69
. Ingustrial ~ Industrial ent:er. S ' L
- Eaterprises “prises - o . }
8,:?!‘!)33 grgd)it . Drug entérprises L L N "1 10 v i b -
i (29,5.1959 : 4,99 14,99 100 . 14,99 0 . 2,60 17.46 10.5 2 4
4 oo grfd“ ey . % 1a.75 18.75 100 . 18.42 92,9 e o i P
. (28 3, 1959 ery 18, 18, 0 . 12,42 92,9 3,04 21,46 7.57 2. y.04 1152
5 Credit for For ‘'various deve. ' S R _ - ok ’ 57 2.37 9 94 11.5¢
Thirg Plan .lopment projects - - . : - _ S o X
12,9.1959)°  and programmes 281,26 252,47 §&2,8 238,58 - 83,8 - 32,13 277,71 65,59 25.86 91.45 186, 2¢
e Thire—Rlan- For various o o Lo o A ¢
Pad Creddt development - o . :
pro jects_and . o . _— : ) ’ :
(21..9-196 . programmes 93,7 65,00 69.3. 56,66 60.4 9.31 .65.97. 12,28 4.83 17.11 48, 8¢
'7 Bokaro Cre\dit Construction of o ‘ ' ‘ . : ] - ‘ e A
Fokaro Steel e ‘ o -
. (25.1 1965 Plant 166,67 166,67 100 - 115,61 69,4 .18,95 134, 56 6.53 3.14 9.67 194 &
87300 i1l. ro- ' To finance Various Development : S ' . Sl
udble credi\. ' ‘Project 250.00. 16,66 67,0 14,11 5.6 . 2, 32 16.43 1,12 0.92 2,04 14,3¢
(4th Plan)\ ‘ f o . ‘o T . . )
_(10-12-1966) AN R
' " Totals — 1,021,113 716,27 70,1 632,82 61,9
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TABLE VI

.. THE USSR 4MONG 41D GIVERS TO I¥DIAs AS ON MARCH a1, 1976

( Rs crorés) e

* Per c-ent‘

Country/ loans Grantgﬁ . Total. , o
‘ | ‘ ' L tov".total o

Institution

L3

Usga 5,149(a) 189 5,338 33.5 ,
World Bank Group 3,907 - 3,907 M, 6 oo
DA 3,056 - 3,056 . 19,27
IBRD . 851 - 861 5.3 .
GK . 11,440 16 1,456 9.1 .
dest Germany 1,058 36 1,094 6,9 .
Canada 433 420 - 8563 5,4
USSR , _ - 747(b) 5 . 752 4.7
Japan . . 4 - - 850 R | , 651 . 3.5
“France: " 448 ‘e . 448 - 2,8
- Sweden . ¢ le4 62 226 1,4
Hetherla ~ 173 5 -178 S P {
Italy : 160 - 160 Lo
Czechoslovakia - 141 . Neg, 141 0.9
Wgoslavis €5 - €5 0.4
 Belgdum - . 63 = la 63 0.4
Iran - I - ¥ A 57 0.4
Australls . . . 86 .56 0.4
EEC C 3 S 46 0.3
Kuwalt 45 0.3
Switzerland 37 0.2
Mustria 33 0.2
Hungary 30 0.2 ‘
‘OUnited Nations 24 0.2 o
Poland 24 0.2 -
Denmark 21 0,1
Norway 16 0.1 -
Bulgdria | ‘ 10 ~ Neg - -
New Zealand - - 5 - .8 - Neg
Others =~ . 268 L - . 268 1.7

Notess (&) Of this, Rs 1 983 crores repfesent lozns repayable in-. .
. rupees, (b) éenerally repayable through exports of good:
(¢) Of this, ks, 150 lakhs repreosent losns repayatle in
o - Rupees. \ -
.Sources (1) ReserveBmiof Indid et on : }
o 39274-75, Vol, I, (2) ,G;’)ver.nment of India, Ministry of-
Finance & Dept, of Revenue & Banking, M,__Rgmn, 17576

.




SHARE OF GRANTS AuD URITED CRWDITS

vit

TABLE VII

Ii EXTRIAL ASSISTAGSE

UTILISED
(Mmount in Rs crares)
Share of Share of
Period Total Grants Orantg . Untlied
Fxtornal in Tot=l United Credits
Agsistance Rssis- Credits® in Total
tsnce Assistanc
(per cent) (per |
gent) |
Upto First Plan 31?,7 110.6 A8 63,2 16,7
Luring 2nd Plan 2262,6 253.,0 11,2 516,0 22,9
During 3ré Plan 4531,0 167,0 3.7 603, 3 13,3
1066-67 1131,4 97.1 8,6 183.1 16,2
1967.68 1195,6 €0,7 5.1 253,0 21, 2
1968.69 2902,6° 65,2 7.2 156,5 17.3
- 1971.72 234,1 50,5 6,1 177.9 21,3
1072.73 666,2 12,0 1.8 277.6 41,7
1973.74 849,3 20,7 24 451, 1 53,1 ‘
- Total . 14328,2 906,4 6, 8 3028, 6 21,1 |
.
) , |
Note: All amounts expr~ssed in foreign currencles have dbeen

converted into rupees at the post-devaluation rate of
exchange (B8 1l=Rs 7,50) updo 1970-71, For the year
197172, pre-May 1971 exchance rates have been retained

. for conversion into rupees,.

For 197273 the rupee

figures have been derived on the basis of the central
rates which prevailed following the currency reslizn-

ment of December, 1971, From 1973-74, the quarterly

averare of the exchange rate of the rupee with indi.-
vicdual donor currency has been applied to the qarterly
data in respect of utilisation for arriving at the
equivalent rupee {igures, B
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TaBLE V11X

ESTIMATES OF ASSISTANCE COMMITTED A#D UTILIZED FOR ‘INDIA'S
~ DEVELOPMEWT FROM APRIL 1951 TO MARCH 1970

(&upees in crores)

Percent-

DONOW W N

Regerve Bank of India,

1962-70,

fources faount Amount Percente Rank in
Mitho- age of  utili. age of " ‘the order
riseé the to-. zed assis- of utili.
tal tance gzation
utilized
United States 4,591,8 47,6 4,477.7 97,3 3
torld Eank end :
D& 1,245,9 12,9 1,111,3 88, ? 10
0SSk ,031 3 10,7 641. 7 62, 2 17
United
Kingdom 661,3 6,9 604, 2 91,4 9
. %, Gemmany €55,0 6.,8 .509,8 21,6 8
Canada 506, 7 5.2 424, 8 83.8 12
Japan 261,80 2,7 257.8 98,5 2
‘France 139,4 1,4 20,9 64,9 16
Italy 128,0 1,3 123,83 96, 3 S
10 Yugoslavia 78.2 0,8 21,5 27.5 21
11 Czechoslovakia 6l.4 0.6 57,2 92,8 ?
12 Retherlands 55,3 0.6 44,7 80,9 13
13 AMustralis 51.5 0.5 42,3 96, 7 4
14 Poland 36, 1 0.4 19,6 54,3 18
15 Belgium 25,9 0.3 1,8 45,6 20
16 Bungary 25.0 0.3 - - 23
17 Sweden 23.1 0.2 12,1 52,4 19
18 Switgzerland 22,8 0.2 20,2 28, 6 11
19 Austria 17.8 0.2 17,6 98,8 1
20 Denmsrk 12,3 0. 13 2,6 73.9 15
21 Balsaris 11,2 0.12 - - 22
22 Norway 8,0 0.10 6,8 76,4 14
23 Kew Zealand 4,4 0.05 4,1 93,2 6
Total 9,651,7 100,0 8,642,7 89,5
Sources:s External Assistance: 19¢67-68, Ministry of I‘inance
Departanent of Fconomic Affalrs, Deltu fppendix Ih,

?



TABLE IX
UTILISATION OF FORBIGH AID

.(Rs crores)

Type of Upto the e | Y Total

Source
B Assistance %;g gf . S . - . - Up to
ihir . T B - Pa.
Plsn 1966-67 1967-68 1968-69 1969-70 1970-71 1971.72 1972-73 1973-74 1932 _
(1) Rulgerie ‘loans - - - 0.2 0.2 - - - - -
(?) Czechoslovakia Ioans 12,6 13.4 7.4 16,1 8,2 . .3 1.4 6,7 6.6 -
Grants . 0.4 - - e - - - - - -

3) Hungar : ans - - - - - 0.7 - - - -
%4; P‘olandy : Loans 1,3 1.0 1,8 1.4 4,2 2.8 2.4 0.6 2.4 -
(5) Wugoslavia loans . 9.7 5.6 3.4 12,0 10,0 13,3 - 0.7 S -
(6) USSR loans 282, 1 36,1 46,4 56,6 . 49,4 36,8 14,0 9.5 14.7 -

' . Grants 5,0 1,0 1.1 0.7 - - - - - -
~ - Total = 287.1 37.1 47,5 57.3. 49.4 36.8 14.0 9.5 - 14.7 -
(8) USSR and East ‘ : | | -
Ruropean Coun- - C | |
guas togetber  loaas 315,7 55,8 59,1 86,3 72,0 54,9 7.8 17,5 . 32,0 7111
Grants 5.4 1,0 1.1 0.7 - - - - 8, ¢
fotal 321, 1 56, 8 60,2 87.0 72.0 . 54,9 17 8 17.5 32.0 719.2
(B) Total for a 11 loans - 2768,7 674,7 793.2 679.8 660.7 €58.,9 671,7 648.9 828,6 8386,2
donor countries Grants 336,9 97.1  60.7 6, 2 26,1 43,5 50.5 12.0° 20.7 712.7
PL 480/665 etec, : _ ~ ‘ o ' o .
assistance 1403,2 359,6 341.,7 157.6 169,5. 82,0 111,9 4,3 - 2636,8
: Total .- 4508, 8 1131,4 1195.6 902,6 856 3 791.4 834,1 666,2 849,3 11735.7
(C) A as percentage _ , , _ : . ;
- of B - Loans - 11,40 8.27 7.45 12,69 - '10. - 8,33 2.64 2, 59 3.86 8,47
S Grants( inclu- - ? _ . e
ding special

assistance) 0.3l 0.21 0.27 0.31 - - - e - oua




TABLE «

"ssrmmsn SOVIRT BLOC ASSISTANCE TO MILITARY AID RACIPIFNTS:
. 1955 through 1967

(In Millions of US Dollars)

Military Aid . Economic Aid

Afghanistan £ 260 - £ 582,
Algeria ‘ ' | 200 254 .
Cambodia 5 to 10 30
Congo-Brazzaville 1l : 9
Congo-Kinshasa , lto?2 0
Cuba ‘ 750 : fo A, *
Cyprus 10 to 15 101l
Guinea at least 6 o8
India : 600 to 700 1,048
Indonesia ‘ 1,200 635
Iran - 100 3R6
Iraq at lesst 500 184
Laos : 3t 5 - N, &,
Mali - at least , 3 . .78

. Horocco ‘ ' 20 70
Nigeria S 10 to 15 , 14
‘Pakistan - ' 5 to 10 234
fomalia 35 .72
udan o Ha, .49
Syria at least 300 377
Tanzania 5 tolo -~ 26
UAR 1,500 ,573
Uganda ’iv A, . 16
‘Yemen - - 100 , 109

Total Up Tos £ 5,770 /5 6,044

Sourcess bakte

2ed, 3=1,am ) loc military aid
to the Middle Bast countries (Algeria, Irag, Morocco,
Syrla, UAR, and Yemen) provided after the. June 1967.
‘war is not included, The economic aid data. includes
aid from 1954 through 1967, See U, & Deparunent of
State, Ald and Trade in 1967, pp. 5.3,

# Because much oi‘ the economic aid to Cuba takes the form or
: *hidden ald,™ such as subsidies of Cubdan sugar exports to the
- Soviet Union it is difficult to %resent an :accurate estimate.
- of Soviet economic ald to Cuba, ' For a discussion of Soviet .
‘bloc economic relations with Cudbs see f‘olqman, Soviet Yoreisp -

Ald, pp. 160-67, \ _ '
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"TABLE XI

COMPARISOm OF RﬂGIOﬂAL PRIORITIRG In SOVIRY ARD U ITED
. STATES MILITARY AID ¢

Regionw " Fstimated Total Pércentage of dumber of Reci.
' S Total Program ~ plents . - -
USSR U, S USSR US USSR - U, 8,
Middle Fast A ?,748 5 2,602 48% 48% 8
South-Southeast - ‘
#sia 2,185 2,148 38% 40% 6 10
Latin fmedca 750 523 13% 0% 1 21
_Afries 85 126 1% 2% 9 | 13

Ocngo-Kinsbasa is omitted ) United ‘states atd
fizures were copiled from Tables-1l, All amounts
given in millions of U, S, dollars, :



| T»M?LB X1I | . .xi4
I8DIa'S TRADE wITH Uss ‘

Ingia's exports to USSR e _Indda gorts £ rom USSR

‘e (Rs ) %‘ax;‘.e'm ——J 2SR g m;_mmn___ {Bs’ crores) &:axi-g 1n ; %2;2;“

Year {Rs crores ats India's Rs cror‘e dig* '

s total - (8s crores) Indla's share . total ¢ s sharz S zi%gnce

exports . (per cent) . - fmports 3 (per cent) USSR
(per cent) S S (per cent) o (Rs crores

1060-61 46 4,5 2,680 17 2% . L4 2,648 0.9 + 21

- 1961.62 50 4,8 2,774 1.8 63 ' 3.7 2, »855 2.2 - 13
1662-63 60 5.6 3,073 2.0 93 5.2 31347 2,8 - 33
1963-64 82 6.6 3,360 2.4 107 5.6 3,461 3.1 - %5
196465 123 9.6 3,682 3.3 125 5.9 3,657 3.4 - 2
.1965-66 147 11,6 . 3, 1836 3.8 134 ‘ 6.0 3, ‘291 3.4 + 13
"1066-67 123 10.6 5,935 2.1 114 5.5 3,631 1.7 + 9

196768 122 10,2 ,403 L9 111 5.5 .7 230 1.5 + 11
1262-69 148 10.9 7,058 2.1 192 - 10.1 7,976 2.4 - 44
126970 176 12,5 7,745 2,3 171 ' 19,8 8,741 2,0 4+ 5
1970-71 210 13,7 a,mo 2.4 106 - 6,5 ,soo L1 +104
1871-72 209 13,0 8,472 2.2 87 4,8 10,470 0.8 +122
1972-73 305 15.6 12,420 2.5 . 114 6.3 11,389 1.0 +101
1073-74 286 11,3 16,657 1.7 255 8.6 16,934 1.5 + 31
1074-75 418 12,5 19, 638 2,1 402 8.9 91 »y623 1,9 4+ 16
1975-76° 318 1.8 32,047 1.0 233 6.0 28,806 0.8 + 85

# April-Decenber ‘

Sta ¢

H

Sources: 1 uovernment of Incia, Deparcment of uommercial Intelligence and Statictics,
s Fore ia, Vols, I and II (various 1ssues).

2. United Nations, MMMWM (various 1ssues).
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TABLE XIII

GOMMODITX COMPOSITION OF INDIA'S BXPORTS TO THE SOCIALIST
COUNTR IES

Anoual AVérége Annual Average annual Average
- 1960/1-1962/3 " 1965/6-1967/8 = 1970/1-1972/3"
5a % Am % Am 4

1 Raw & crude S
materials 43,5 m.O 46,7 15.0 40, 1 7.7

2 Food, beve-
rages, toda-

eco, etc. 64.5 44.5 126,2 40,7 187,9 36,1
3 Manufactured o , ' '

goods 21,7 15,0 108.2 34,9 211,5 40.€
Total of . ‘ .
above - 129,7 89,5 = 2811 90,6 439.5 84.4

Total rupee , : |
trade prorts 14500 31004 .' . 52007
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TABLE X1V

INDIA'S BXPORTS 70 U, & S R

(Rs millfon)- -~ =

197374 1974s75
011 cake S fear . 1L7
Groundout | T 11,9 - 59,9
! Castor oil | 1220 - 679

' Tobaceo '  186,0 172,38
(unmangfactured) - , :

- Splces . o 10L4 13,3
i 'C'faéhew k,§rﬁeis | A 294.é 727;6
Coffee S &l 183
 Mica : . spe 71,2
_Cotton Textiles | 158,5  266.4

‘Jute m“anu'fea\cmre‘ . 39,7 590.7
Coir manufazture - . 4.4 lé.é
Foo twesar | 38,0 44,3

Leather manufacture , T 429,9 323.2
(excluding footwear) ‘. S .

jEngih'e'ei':ihg goods . .70.6 [ 1i9,7
‘Iron and steel manufacture . 8L5 16,2

Cotton apparel T 57,4 | T 207
(1, e, clothing) . . - -

Total(including others) ~ ~ 2858,9  418L,2




TABLE XV

Inbpias lmeorts FrRom THe Ussr

(Rs million)

' 197374

1974.75
abbestos crude and waste 36,7 . 68,3
. Organic -chemicals 32,1 94,0
Inorganic chemicals - 2,6 0.5
Petroleum products - - L3
Medicinal and pharmaceutical \ -
Fertilizer manufactured 46,8 4'5;1 '
" Paper and psper board 77.8 "156,4
~ Iron and steel . 94,2 181, 2
 Zine 8%, 8 157, 6
Manufactures of metals 2.8 16,7
Non-electrical machinery 435,1 456,5
" Electrical machinery, |
apparatus and
appliances 75,3 105,585
Transport eq ipment 8,4 30,9 -
Professionsl and
scientific instruments
and ecuipment 70.9 T 27,1
Total . ‘
(including others) 2547, 3 4024, 9




TABLE XV1

ORIGIN/DBSTIuaTIOn OF USSR TRADE

x¢i

g.s(sa ‘axports .

USSR imports

: —— - , {(f£.
Year Oritg in/Destination Value % share Value 4 share
1 2 3 4 - 5 6
1070 Developed economies 2.7 2,1 3.1 26, o;
Developin economies L8 4.0 1,9 15, 2
(of whichs Inaia) (0.136) = (1.1) - (0.270) (2, 3)
All countries 12,8 - 100, 0 11,7 100.0

1071 Developed economes 3.1 22,3 3.2 25.4
Developing economies 2,0 4.5 1,7 13.7
(of which Indiz) (0. 129) (0.9) (0, 284) (2.3)
All _countries) 13,8 100.0 12,5 100.0

1972 Developed economies 3.3 21,3 4.5 27.9
Developing economies 2.1 13,7 1,9 11,6
(of which Indis) (0. 167) (1.1) (0, 377) (2.4)
All countries 15,4  _ 100.0 16,0 100.0

1973 Developed economies 5.6 25.9 6,7 31,6
Developing economies 2,8 12.8 2.9 13.9
(of which Indi-‘.a) (0. 303) ) (1, 4) (0. 497) ( 2.4)
All countries 21,5 100, 0 21, 100,
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TABLE XVIX

MAJOR TRADR PARTNERS OF THE USSR: 1072

(Million roublas)

USSR

Country Percentuge USSR Percentage
exports to share fn the Iimporte share in.
USSR exports from the USSR
- imports
Poland 1,207 10.3 | 1,406 11,2
- Czechoslovakia 1, y254 9.8 1,372 10,3
Bulgaria 1 121 8.8 1 294 9,2 -
- Hungary 204 7.1 7R 7.4
Cuba 616 4,8 206 1,5
Rumania 470 3.7 583 4, 4
Japan 382 3.0 434 3.3
U.K 371 2.9 137 1.4
Finland 208 2.3 304 2.3
Wgoslavia 282 2.2 287 2.2
UAR 266 2.1 248 1,9
West Germany 256 2.0 571 4,3
Italy 228 1,8 '236 1.8
France 134 1.5 350 2,6 .
Netherlands 154 1,2 68 0.5
Indis 138 1.1 313 2.4
Sweden 109 0,9 &0 00 5]
Bolg fum 108 0.8 67 0.5 .
Chinas 100 0.8 111 0.8
Augtria 83 0.7 el 0.6
Usa 76 0.6 462 3.5
Switzerland 31 0.2 20 0.7
cenads 19 0.1 2R1 2.1
Pakistan 17 0.1 19 0.1
Bangladesh 9 0.1 8 Neg,
Others 2,174 17.1 1,078 R.1
Totals 12,734 100.0 13,303 100,0

o

gence and

SOURCE- Government of India, le artment of Go*nmercial Intelli-

s‘tatiqtl"s, fugust 22,

1973 (information fronm Enbassy of India, ﬁc’:scow).



xviit

TABLBWIII

PRRCENTAGE DISTRIEUTION BY PURPOSE OF . AUTHORISED AMERICAN
AID (EXCLUDING TE IXD COUMTRY CURHENCY ASSISTANCE) 10

eultural, social ’)
euucational etc.)
fields )

31 MARCH 1965
] - ]
- Purpose o Per cent :f.'fhrpoae.,-}, Co Per cent
| | | T R L .
Railways . - 3.8 :_steel,.lron Ore : 1.8
Power, Irrigation 7.0 ' 1951 Wheat loen, ) -
' PL 480, 665 f0o0d ) 55.9
Transport, comsunicae 1,1 ! andg commodity ) :
tion - o : assistance )
Industrisl development 25,0 ' Grants for téch- )
S A * nical assistance ) :
-: in health, agri. ) 5.3
; .
t
"
]
1
I
1
1
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TABLE XIX -/

Revisibn of projects estimatss of selected public sector e’nterprises
credits from different donors (in Rs, m$llion) |

AP

dctual

ligme of undertsking Original anticipated Percentage
. SR ' estimate expenditure ‘incregsge
(1 (2) {3) ’ (4)
Lurgapur steel plant(U,K,) 1,150,0 2,052, 58 78
Rourkela steel plant (4 Germany)l,280.0 2,034,8% 80
‘thilai steel plant(USSK) 1,100,0 2,023,42 83
Hindustan Teleprinters Ltd, . 15,0 16,5 10
Gauhati refinery(umanis) 130, 6 145, 1 11
Hindustan mtidlotics Ltd, ,
Pimpri unit 115,0 1,89 38
Penileillin expansion 4.8 6,1 36
Streptonycin unit 17,3 20.8 20
- Rindustan Photo Films ' '
‘ Manufacturing Co. Ltd, 73.8 85,83 15,5

lational Mineral Development ,
Coprporation Ltd4, (Kiriburu N .
~ 4ron ore project, Japan) 90,6 112,2 o
Hindustsn Machine Tools Ltg,
(many collahorators)

(¥ateh factory, Japan) 25,0 - 36,8 47
Fertiliser Corporation of India
Lté, (Tromday unit (U, &) 243,4 . 324.0 7
ligngael (West Germany) . 2090 312,0 ' 49
Hegvy Electricals Ltd,,
Bhopal( U, K) 352,65 493,0 39,9
- Heavy Fngineering Corporation .
Ltd, (USSR snd Czechoslovskia) 1,289,5 2,065,0 . 64

‘8Revised estimate 1963,

Surce: Committee on Rublic Zeetor Undertakings,



TABLB XX

PERCENTAGE US AID, ALLOCATION BY PURFOSE BFTwEEN | L
- PUBLIC AdD PRIVATE SFCTORS o R

- , ot - . -
.'-,a‘ . -l L L -~

S -mblic sector : Privabe sector
~Purposes - authorigsed Utuiseas authorispo utiuseé

KU

-E:v b

Rallways . mo'ov c 10000 . v. ‘5‘5 b; ) 8.9i
Pb.wer, ir_xj;g:_ation_' _!94,5"' ' 9,1 .  §i5 - ' 8.9

'Transport ‘ o . SR
‘ communlca{:mns 79.3 - 79.3 20,7 20,7

‘Steel, iron ore .. 35.4 34,0 64,6 66,0

" Industrial develop- 23,3 24,6 76,7  76i4
. ment T | o
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TABLE XXI

DEBT SERVICE AS A PRKCHNTAGE OF TOTAL AID UTILISHD

1966/7 1967/8 1968/9  1968/70

Czecho slovakia 4,0 38,4 | 56,7 82,8

Poland . 76,9 1376  255,6  77.0
USSR - 98,7 18,5 763 12L9
Yugoslavia 9.4  100,2 114,6 27,6
VK- 47,6 46,4 72,5  49.4
UsA* 18,3 21,8 32,8 38,3
IBRD 247,7  188.6  200,1  195,0
oA 1,9 2,3 8.1 6.4
West Germany 57,6 57.5 84,1 00,7
France 84,1 15,7 86,3 84,8
Japan 6,3 59.0  €3,7  112,5
~

Source: Calculated from Beonomic Survey and External

Assistance

* Figures for USR exclude rupee payments,
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TABLE XXII

TERMS OF AID FROM SELECTED DONORS

Interest Rates Maturity Grace Perilod
(years) (years)
1) (2) (1) (2) (1) (2
Czechoslovakis 2.5 2.5 4to6 8tol2 = 1 nil
Hungary 2,6%04.5 2.5 10 10 1 nil
Poland 2.5 2.5 10 8tol2 3 nil
U S8R 2.5 2.5 12 12 1 nil
Yugoslavia 3 3,0 6to8 11 nil nil
France 5 to6 3.5t08,0 10 10to25 nil nil
West Germany 3t05.5 2.5 15 to 25 30 a%07 8
Japan 5.8 5,25 15 18 S 5
IBRD 85 tWw6,0 7.0 10t020 30 nil 10
DA 0.7 0.75 50 50 10 10
UK 3.5 nil 25 25 7 ?
UsSA(l) 0.75 2to3 5to6 40 10
(2) 5,75 6 40 10 %20 10 3

Sources Government of India, Ministry of Finance, E

liotes s Column (1) Up to 1966/7, Colunn (2) 1971,
For USa, rou (1) refers to DLF/AID loans;
row (2) to Eximbank loans,



xxii1

TABLE &KXIII

'?ERGENTAGB DONOR DISTRIEUTION BRTWBRN PUBLIC AND PRIVATR
SECTOLS/ PERCENTAGE DONOR CONTRIBUTION TO PUBLIC AND PRIVATE
SRCTORS (LOANS* AUTHORISED TO 31st MARCH 1965)

Public Private Pudlic Private
Donor sector sector mixed sector sector Mixed
IBRD 61,7 38,3 - 1h.7 46,1 -

- United States 40.8 9.4 49,7 27.4 32,0 41,5
Soviet Union 100,0 - - 28,5 - -
West Germany 41,6 - 58,4 8,2 - 14,3
United Kingdom 22,9 3.2 7.2 4,4 3,2 17.8
Italy - - 100. O T - 40 7
Czechoslavakia., 36,7 - 63, 3 1,4 - 2.9
Mpgoslavia - - 100, 0 - - 1.4
Switzerland - - 100,0 - - 1,1

- Austris - - 100,0 - - 0.5
Belg fum - - 100,0 - - 0.7
fetherlands - - 100.0 - - 1,2
Denmark - - 100, 0 - - 0.2

- Sweden. - - 100,0 - - 0.2

: ' 100,0 100,0 100.,0

*Excludes PL 480,665,
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TABLE KXIV

SECTORAL COMPOSITION OF PROJECT &aID UTILISFD
' 1956.70 (Percentages)

Sector USSR A1l donors
Steel | 49.8 | 27.7
Heavy Machinery 2.0 11,5
Mining | 5.0 -
Power 15,5 21,4*
- 011 17.8 -
Transport - 23,5
Others 3.1 15,9
Totals 100. 0 100,0

Sources As for Tadble XXII,

dlotess 1, Figures may not add up to the total due to
rounéing,

2. The comparison is a rough one because the
sectoral distribution for all donors includes
the Hast Wuropesn countries, However, as
the percentage of loans from the latter 1s
on average not higher than 10 per cent of
the total, 1t is unlikely to alter our con-

chésions substantiszlly 1f they were left
out,

» Ineludes investment in mining and irrigation,
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APPENDIX 11 -

SOVIRT.AIDED PHOJ™CTES IN INDIA

( including supply of machmery; knowshow, ete )

Name of the project

Iocstion

Controlling Indian

company
Metallurgy
i, Bokaro éteel plant Bokaro, Bthay Bokaro Steel Lta,

2., Bhilai steel plant

3, Aluminium smelter
plant

4, Steel casting and
shéet rolling plant

Mzineerdng

5, Heavy machine
buildine plant

6, Heavy electrical
- eqipments plant

7. Sompressors and
pumps plant

8. Mining aend allled
machinery plant

9, Preecision instruments
plant

10 Central electrical

ané mechanical
workshop

Thermsl pouer vstaeions

11 Thewmmeal power
station

Ehilai, Madhya
Prades|

Korbs, Madbya
Pradesh

firkonam, Tamil

Nadu

Ranchi, Bihar
Hardwar, Uttar
Pradesh

Allahabad _
Uttar Prac’iesb

[urzagur, west
Benzal

Kota, Rajasthan

Korba, Madhya
Pradesh

asgyvell, Tamil
Kadu

Hindu stan‘ Stesl Ltd,
Hharat A_luminium Co, Lta, .

Tamil Nadu Industrial
Development Corporstion Ltd,

Heavy Mpineering Corporation
Ltd,

Bharzt Heavy Rlectricals Ltd,

Minine ana 2llied Machinery
vorporation Ltd,

Instrumentation Ltg,

Bharat Aluminium Co, Lte,

Aivl’eyvell Lignite Corporation
tG,
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Hame of the project

Iocation

Centrolling Indian
company

12 Thermzl power
station

. 13 Themal powver
sts tioq : ’

- 14 Tixemal powei'
- station

16 Thermal power
station - ‘

16 Thermal power
' station

17 Thermal powsr
station

i8 Thermal power
station

12 Thermal power
station

20 Thermal power
statipn :

21 ’mermél power
station

Hydro-power station

22 Hydro-power station
(utlet right dank)

283 Hydro=-power station

?.4 Hyaro-power station

25 Bydro-power station

.

Obra, Uttar
Pradgsh

Patratu, Bihar

- Hardusgan J,

Uttar Pradesh

" Forba, Madhya

Pradesh

Enilgi, Machys
Pradesﬁ

Barauni, PBihar

‘Ranchi, Biher

Koyali, Gujarat

Hardwar, Uttar

- Pradesh

Durgapur, kest
Bengal

Ehakra, Punjabd

Mettur, Tamil
Radu '

Hirakud, Orissa

Balimela, Orissa

Uttar Pradesh State
Blectricity Foard

Bthar State Electricity . "
Board ' ,

Uttar Pradesh State
Blectricity Board

Mgdhya Pradesh State -
Blectricity Poard : .

Bilhar State Electricity
anxfd

Gu 332;8 t State Electricity
Board ‘

Uttar Pradesh State
Rlectricity Poard

Pamodar Valley Zorporation

Tamil Hgdu State Rlectricity
Board

Crisss State Rlectricity
Board

Orissa State Rlectricity
Board
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&

Name of the pro ject focation:

Controlling Indfan
. eompany :

. 26 Hydro-pover station 8ileru, Andhra
- ; Pradesh

011 industry

27 0141 prospsecting
(a) Cujarat « 24 oil fields
(b) Assam - 5 oil fields
(c¢) Bengal - 1 o1l field
(@) Himachal Pradesh - 1 oil faeld
(e) Punjab - 1 oll field

- 28 0ffghore Seismic Rrvey

(Egy of Bengal and Kauvery Delta)

29 041 Rofmery Foyali, Gu jarat
30 o11 Refinery Barau’ni Bihar
31 011 Ref inery | Mathurs, Uttar
B Pradesh’
32 Marketing of Petroleum
products
33 Rajhara iron ore Ra jhara, Enilail
mine : Madhys f’radesb
34 Nandini lime quarry dandini, Ehilal
- ® " Madhys f’radesb ‘
35 Dalli mines Hear Rajhara,
Ehilal Maobya
Praqest’x
36 Manikpur open- - Manikpur, Korba
, cast mine Madhya Pradesh
37 Banki underground Banki, Korba
mine _ Madhya Pradesh

inéhra Prodesh State
flectricity Poaré

011 and Hatural Gas Commissio

01l anc¢ dNatural Gas
Conmnission

Idfan 011 Corporatfon Ltd,
Indian 01l Corporation Ltd,
Inéian 011 Corporstion Lte,

Indian 011 Jorporation Ltd,

Hindustan Steel Ltd,

Bindustan Steel Ltd,

lational Coal Development
Corp, (Central Cosal fielde L

National Coal Develomnent
Gprporation Ltd,
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Narxia of the project

i.Io eation |

Controlling Indian
“company

38 Sarakacher eolliery

39 Aluminmm snelter
plant o

49 Coal washery

41 Ramg'arh Punét
1eping and Kedlya

. mines .

42 Malan jkhand Copper
Px-‘ojeqt .

Phamacqxucals

43 mtidiotics plant

44 Synthetic drugs
plant

45 Qrglical instrue.
ments plant

46 Ophthalmic glass
tactory

Tannery
RSP

47 Tannery and
footwear plant

T'ranggor t

48 Lalcuttes Metre
(subway) project

Qirakachar, Korba

Hadhya Pradesb

Korba, Madhya
Pradesh

Kathara, Bihar

Bihar

Malan Jkhand
Madhya Pradesh

Rishikesh
Uttar Pradesh

Hyderabad
Andhra Pradesh

Madras, Tamil
Hadu

Durgapur west
Benvasl‘, ’ ,

Kanpur, Uttar
Pradesﬁ

National Coal Development

'_ Oorporation Lt;d

Eﬁ')arat Alum inium Company

Ltd,

| ilgtional Coal Dovelogment
_ Gorpomtion Ltq,

Hindu stan Copper Ltd;

" Indian Lrugs and

Pharmaceu t_ica_ls Ltd,

Inéian Drugs ‘ane
Pharmaceuticals Ltq,

Indan Drugs ang
Phamaceuucals Ltd.

Fharat, Ophthalmic

Glass ﬁtd.

Tannery and. "*‘ootwear
Egrporation of India Ltd,

Calcutta, Hest Bengal
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Name of the project

Iocation

Jentroliing Ind{an
company

fericulture

49 Central state farm
50
51

52

Central state famm
“tate
State
State
State

State

seed farm
é‘eed farm
.53
54
55

seed fam
seed farm

seed fam

Training

66 Indian Instt, of

Technology

57 Techaical Gchool

S8 Hind 01l Desinsn
Ingte,

Eniled Techn_lcal
Instt, ‘

59

Schicol of
atomation

60

Miscellaneou s

61 Prefadbricated
-housinz plent

62 Refractories plant -

uratgarb, Rajasthan)
Jetsar, Hejasthan
Raichur, Mysore
Higsar, Haryana
Jbai‘suguda, Orissa

Cannsoore, Kerala

el S 2 St St ol ot g S sl et

Jullundur, Funjad

Bombay, HMaharashtrs

Cambay, fujarat 04

State Farms Jorporation
of India

1 and Natural fias

Commission

Dehradun, U.P,

01l sné Natursl Gas

comaission

miilai, Madhya
Pradesh

Beagalore,
Rarnataka S¢

ranore, Tamil
sadu

Ihatsn Institute of

ience, DBangelore

Fhilai, Madhya Pradesh
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achine Biilddng

%khen 1ts partmers wish s0, the Soviet Union
helps thém not only to develop separate mdustxries tut also
set up economic complexes with res’ard to the Opecific congdia-
.tionq 4n these countrles”, says, A, !‘kachov, "hairman,
State Committee of the Councll of Hinisters for Fxternal
Bconomic helations, USSH, "Che of the larpest such COtle -
plexes 1s being built“m India, It inc}.udes powerful iron
and steel pla'n‘ts,‘ prospecting for and exﬁractidzi. of raw
materlals, power-generating stations, design institutions
and other ageanclies, One proof of the effectiveness of
this cooperation ;s‘ the agreement' to increase in the future
tixé'capacities of iron ana steel plants in Bhilal to |
7?7 million tons a year and in PBoksro to 10 million tons,
‘Further proof is India‘'s Increased machine-.tuilding potene
| tial: ma jor plants of heavy engineerins in Renchi, vmmmg |
equipment in lureapur end heavy electr;cal equ ipment in -
Hardwar, These enterprisgses are msking Important contribu.
tions to the industrialisation of the biggest of the
developing countries. These enterprises produce a consi-
derable smount of ecquipment for the sluminium plant in
Korda snd other factories constructed with Soviet assise
tance, shereas the share of Indiaa plant and equipment
used in the contruction of the first stage of the Ehilai
plant was only 10%, it was €51 in the construction of the
first stage of the plant in Bokaro, "
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‘ Heavy Mlactrical Plant, Hardwar, Uttar Pradesh

The heavy eleciricals equipment plant at Hardwar -
the bizgest in touth-Rast Asias « is now producing turbines
with a capacity of 200 mezawatts genefating units and
ascgounts for 60% of the capacity of bydro znd turbo genee

rators pr_oéuced in the country,

Heavy Machine Ruilding Plant, Ranchi, Bihg_r_*_

A part of the Heavy Ingineering Corporation, the

. machihe building plant with a capacity of 80,000 tonnes of
"machinery s year was built with Soviet collaboration at
Ranchi, The plant now produces sophisticeted machinery

' for coking and chemical industries, steel-making, bandling
‘and hoisting equipment, Today, the beavy machine btuildaing
plant 1s makine a significant contritution to the construe-
tion of the Hokaro steel plant, the Enilai works (expansion
stage), the aluminium project in Korba and several other
pro jects,

The plant, designed to maaufscture 45,000 tonnes

of equipment annuslly, is India's bizgest enterprise of
1ts kind, It manufactures machinery for the ccal-mining
ané ore-mining industry., The role of this plant is our
economy has greatly incrcased since the ewvolution of s fuel

policy with coal ag its main element,



xxxiii

Instrumentation Plsat, Kota, ¥ajasthan

The plant produces various electrical déiices and
control systems for metéllurgical, maéhine-building, power-
engineering and other industries. The plant exports its
sophisticated instruments to several foreign countries,

It has contriduted tremeuddusl&Eto the-bu1lding'6f India's
power lnfrastm-ctur'e. |

Pouver
)

Fif teen Soviet-.aided power stationévwith 8 tptal_-
caphcity of a 3.2 million kilowatts bave been built fn
India, or are nearing completition, Of these eleven stations
with a generating capacity of 1,3 millfon kv are alregady

in operation,

Nelveli Thermal waér'statioa,,Thmil Radu

The Neyveli thermal power station, set up under
an Zn-do- Soviet credit agreement, His the second bigg.aé't |
collaboration venture af’ten the Enilai steel plan (commi.
ssioned 19623 capacity 600 mm), ﬁesides the thermal power
station, the complex include’s s lignite quarry, a cheuicsl
fertiliser factory and a clay vashing plant, |

Kofrba Thermal Power Station, Madhya Pradesh

A 200 mvw thermal power station has deen completed
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at Korba, and supplies most of the power required by the
-Korba aihmmium plent, another ‘ovit.aided profaeét,. The
station 1s fuelled with coal from the nearby coal-nine
at Manikpur, which too was specially developed fér this
purpose w‘ith Soviset ald.' o |

Lower Sileru Fydro-Plectric Fower Staticn, Andhra Pradesh

The first uait of the power station was commi-
ssioned in 1968, The plant is providing electricity to the
north.east of U.P, It has a design capscity of 100 mw,

Birakud Hydro-Power Station, Orisss

The plant 13 being duilt with Soviet cooperation,
and has a capacity of 25 mv,

Bhakra His{hi: Bank (Sutleld) Power Station, Pundab

A 600 mv capucity has been commissioned at this
larze hydro-pouer station, It was insupurated in April

Obrs Thermal Fower Station, Uttar Pradesgh

work 1s uncer way on a large 250 mw thermal power
station at Obra, where 4 out of 5 ualts of 50 mw each have

already been ccmmissioned,
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;ﬁ,ﬁa‘.ﬁxﬂém Thermal Power Station, Bihar

) The pro ject has been started with Tviet technical

. 8ssistance for up to 400 mw capacity, The bolanze of 220 aw
caga city will come from tndizenous effort, The Patratu
station was designed tn the ’i‘gploproyekt Institute in

- Moscow, whose engineers used the latest sclentific deve-

lopments,

' Methur Hydro.Power Station, Tamil Nadu

| The firsp generating unit wss commissioned by
August 1965, The full set of 4 units, with an Instslled -
gggerating capacity of 200.mw, supplies power during the
irrigation period ror sbout 7 montns, that is from July

to Jaduary.
Cosal

Soviet assiétance to India in the development of
raw materials for the steel industry has been sigpificant,
The USSR has helped Ihdia %to build the Ralbhera, and IJal].i.‘~
iron ore mines, cosl pits and quarries, as well as the

coal washery at Kathara, the diggest in South-Fast Asia,

Kathara Cosl %ashery, Bihar

"This was commissioned in October 10969, and has s

input capscity of 3 million tonnes of raw coal, . . It is the
larrest and the first of 1its kind in the country.
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 Bgnki Underground Ming, Bihor
It started production in October 1367, On
: reachmg full capaci‘ty, it will produce'about 50,000 tonnes
" of coal per month, This is the first mine eracted with
':foreign’ ¢ollaboration to reach the. production »stagé. .

Aluminium and Coppsr

Korbs Aluminjum Plant, Madhya Pradesh

o Work 1s now under way, in cooperation with the
USSR, for the construction of an sluminium plant in Korba
with a capacity of 1,00,000 tonnes of aluminium a year,

w

- Cogp“r Compléx, Malan jkhand, Madhia Pradesh .

The copper concentration complex in Malan 3khand,
" envisaged in the Soviet-Indisn sgreement of hovember 1973,
bids fair to become snother important pro jscl,

Agriculture

There werem forms of sld, connected with
agriculture, extended by the Soviet Unlon, A privé,te party,
the Ghazlabsd fngineering Compsny, has built with Soviet

collabroation, a.trastor factory at jond in UP a2t 3 cost of
és 10 crores, The first batch of these tractors started
rolling off the assembly line in May 1972,
Between the year 1972 and 1977 new .gro'u‘nd has besn

struck in Inéo-?bviet cooparation in the sphere of azriculture,
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In the field of animal busbandry, the Soviet Union has.
helped India in a variety of ways; It has provided
Merino-,-ébeep for the dievelbpment of cross breeds and
helped also in the estadblishment of sheep and goat {faxm-s |
in Indls, #n integrated sheep and wool development
progrémme has been worked out ‘covering elsht centraliy-
assisted blz farms, 85 State eb'eep farms and 800 sheep
snd wool extension centres spread over 8 States, .

Kesping in view the importance of the veazétable" :
oil tndustry 1n India, soviet assistance in the culti.
‘-via‘-izien of sunflover ia the country shoﬁm be regarded as -
’,another landmsrk in the growth of Indo.Sfovist cooperation,
_ Soviet scientistis hsve s—\a'pplied Indian _résearcb' institutions
?.';wit'h the"best cotton varieties, particularly the longe
stapléd ones, The regular exchanze of information in the
- sphere of cotton development is instrumental in efchting
general improvement in textile pm&ucts in Indla, Like
cdtton develqpment, the cultivation of suger beet with
Soviet assisﬁance 1s of consicerable economic importance,
The Soviet sugzar beet wvarlety, Ramon.ékaya, is slready
bemg used by Indisn s;ientists to develop new strains
suitable for cultivation in Indla,

Space Research

The foviet Union has deen helpins many countries

. 4n space exploration under the suspices of Intercosmos,
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 Indo-foviet cooperation in space research started with the
, estabiishmept of the Thumbas Equatoriasl Rocket launchinogm |
Station (TELS) ln 1963, Several countries namely the
. USSR, the U8, the UK and Fx'ance contributed eqnipment and
knou~how for the establishment of THRLY, |
I 1270 the Incian “pace Research Ox'ganisation ,
( 18R0) and the Hydro Meteorological Service (HMS) of the
‘USSR entered into an aoreeumt for a systemetic synoptic
*4-100 rocket sounding weokly from TBRLS to study- wind, _
temperature ané pressure’ up to a height of 8085 ms, So
far 275 ¥.100 rockets have been firea. ISRO participated.
in MOrBXI (Monsoon Experiment) in 1973 alonz with the
BM& In MONER II (1977) too HNS and ISRO are collabora-
tors, In this programune two Ihdian ships will Join four
Sovist sbipé in studying the ansobn mechannism over the
Argbisn tea and the depression in the Bay of Bengal,
| In 1972 Ihdia and the foviet Unfon sigried o’
formal agreement to work out the arraageents to help
Inéia develop and launch its own satellite with ZSoviet
help, The end result of this agreesent wes the launchiag
of Iafa's scleatific satellite Aryabhatta on 19 April
1075, The satellite was placed fn orbit usinz a Toviet
1suneh vehicle from a foviet cosnodrome, It wss a
remad(able feat for Indlan space scientists for it w3§
the heaviest first lauanch attempted by any enuntey snd
it carried sophis',ticated system entirely made by ;-Indian

technicians,.
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In 1975, a aew protocol was signed to launch '5
second satellite with foviet help, The new satellite will
be called ST (fatellite for “arth Observations) and will _
be used to survey earth rescurces. A nev satellite
trackmé‘ station 1;5 Seimz set up within the caméus of the
V‘Indian. Institute of Astro-physics at Kavaloor in Tamil

‘fiadu with Soviet belp, ™is station will study elosely
the earth in relation to other planets,



APPENDIX IIl
AGRERYBNT

On Rarther Develooment of Economic and Traﬁe Cooperation
Between the Union of %oviet Sociszlist Kepudblies and the
Ropubllc of India

The Goverament of the Union of foviet Socialist
»Repubncs' and the Goverament of the Republic of India,
| DEEIRING to further strengthen and develop
friendship and cooperatibh between their two countries on
the basis of the Treaty of Peace, Friendship ang Cow |
operation between the Union of Soviet Socialist Republics
ané, the Republic of :Itxdia of tugust 9, 1971, |
RESALLING that as a result of @ wide range of
cooperation between the two countries in many branches of
‘the economy of Inéda a number of major industrial enter-
- prises and pro jects have been established and are being
set up, such as iron and steel plents in Ehilal and
_ ‘Bokaro, machine-building plants in Fanchi, Hardvar,
Durgapur, refineries in Barauni and Koyali,- o1l production
projects, electric power statlons and other pro jects,
and that these conform to the programme of the Government
of India for developing 1its ecoﬁcmy and strengthening the |
economic independence of India, ‘
PROCE'D LG from their common aspiration for
all possible expansion anc despening of mutually beneficial



x11

‘ecdnoﬁic-and'trade cooperation between the two countries

and convinced that such cooperation will be fo the faterests

of the: people of toth the countries in theiv strugele for
economic aad social progress, ,

- HAVR AGRESD to ccncludeﬁthis-agtaehent-which
provides as followss

mr_ CLE I

The Parties to this Agreement sball continue to
1rurtber devalop and stréngthen economic and tecbnical CO-
operation &8s well as trade between the two countries on
the dasis of the principles of regpect for sovereicnty,

) te:ritorial-integrity, nonwinterference in’ internal affeirs
of each other, equality, and mutual benefit, Such cow
operation shall be implemeated ané streng thened in‘tbe
'ineldsvof industry, power, agricuiture, geologdesl surveys,
trainihg.of personnel and trade, as well as in all other
branches of the economy of the two eountb&es whe:e'the.

necessary economic prerequisites are favcuratle for rapid
Gevelopnent,

ARTICLE 2

The cooperstion meationed in Article 1 bereef
shall aim at exploring the possibilities of developing
tbe-eéodémiss'of the two countries in production colla-

toration and in the sharing and utilisation of up-to-date
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cecﬁnical and technological achzevemehts on mutually favour-
able terms, particularly bearing in mind the following
objectives: |

| (1) Cooperation in designing and‘eoustruction of
.mutually agreed enterprises and pro jects in the field of
.1fon and steel and qed-ferrous metals production, prose
pecting, production gnd refining of oil, natural gas, coal
and other minerals, pdwer eng ineering, petro.chemical
'1pdustry, shipping sud other dranches of industry, aéri-
culture as well as providing facilities for trainine per-
sonnel will be effected by expanding pro jects previously
undertaken with the assistance of the USER, by setting
- up new industrisl and agricultural and other projects,
and al® by assistinz in establishing institutes for
specialised training, The Parties wlll cooperste in the
further expansion of iron and steel plsnts in Ihilal and
Boksro to increase their annéal capacity to ? and 10
million tonnes respectively, in the counstruction of the
04l refinery in Hatburs with the antual capacity of |
6 million tonues of oil, of the copper mining complex in
Malan jkhand, of the Calcutts underground raliway,progect,
and also of other projects as may be further agreed upon
betﬁeen the tw Parties, as well as in the develbpment of
manufacturing cooperation in the field of non-ferrous

metels production, and light and other bdranches of ine

dustrys;
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| (11) For the aforementidned purposes, the Govera-
ment of the Union of foviet foclalist depublics will ex-
tend to tbe.Governmént of the Bepublic of Indda eredits,
the'amountg.ané terms and conditions of which will be
settled by separate agreements;

(111) Steady development of goods turnover, by
increasineg deliveries of complete and oeher~equlpment,‘
expanding'tpe némenclature'an increasing the quantities
of goods of mutual iaterest wiil'pp furthered; | .

J(iv) Methods of reciprocal settlement of aécounts |
and terms of credit relations will be stresmlined and
improved; |

(v) The two Parties shall cooperate in the matter
of supply of eqnipment and services for settine up plents
fo third countries, ‘ |

ARTICLE 3 :

’kttécbing great importance to the scientific and
techhieal cooperation detween the Union of Soviet Socialist
Republiecs and-the Republic of India, contriduting to the
‘seientific and technical progress of both countries, inclu-
ding 4n the fields of atomic enerzy for peaceful uses,
spéce, electronics, as well as to the development of
economic rélations, the two Perties deem it necessary %o

further develop and strengthen this cooperation,
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ARTICLE 4

The Perties to this igreement shall promote fn
every possitle way 60096ration Setwqen the concerned
_organisations of the Union of Soviet Socislist ﬁepdblics
and the Républielof Indis in the field of economic and
trade relations, as well as facilitate the conclusion of
appropriate long-tern agreements snd contracts on the
basis thereof, congistent with the mutual interests of
the Parties and in conformity with the laws in force in
' eacb of the two countries,

ARTICLE 5 .

The Parties to this dgreement, noting that the
promotion of exports of each country to the markets 6f
" the other remains their common aspiration for the future,
éball, consistent with their internaticnal odligations,
further grant mutual advantages, privilezes, failities
and favoursble termms in the field of trade and economic
relations in compliance with the agreecpeats andé treaties

in force between them,

ARTICLE ©

" The Parties to this Azreement shall regularly
gonsult esch other on matters of mutual interest per-

taining to economic and trade relatlons between the two



- xlv

<« - ecountries,

ARTICLE 7

This Agreenment shall enter into force on the
date of signature,
The present Azresment is signed for a term of |
FIFTBRN years and shall be prolongeﬁ éutcmatically for
| avery subsequent period of five years unless one of the
. Parties declares its inteneion to terminate its operation
by notifying the other Party six amonths before the exe
piration of the tem of the Agreement,
Done in New Delhi on November 29, 1973, in two
or!ginal coples, each in the Passian, Hindi sné Fazlish
langusges, all taxts being ewally suthentie,

On Behalf of the Government On Behalf of the Government
of the Union of Soviet of the Republic of
Socialist Republics Indta

I, Brezhnev , . I, Gandhi
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belivery :
Text of sgreement on Co-operation[the Planning Commise -

sion of the Republic of India and the State Planning

 Committee of the Union of Soviet &acialist Repudlic
(GOePLAN of the USER), -

APPRECIATISS the importance of plzoned development
of economies and guided by trticle 6 of the frreement bet.
ween the Government of India and the Government of the
.Uss.ii. oh the setting up of the Inter.goveramental Indo-Soviet
Commission on Economic, Sefentific and Technical Coopers.
tton, the coatracting Partles have agreed as followss

1, There shall be estadlished a Joint Indo-Soviet
Study G_rox_xg_ on cooperation in the flield of plaaning within
the fram‘ewor-k of the Inter-Governmental Indo-Soviet
Sommiseion on Economic, lcientific and Technical Coopers-
tion. : ¢

2. (1) The Sﬁxdy Group will be composed of the
Members of the Planning Commission of Indle assisted by

such representatives of Central }inistries or State

- Oovernments as may be deemed necessary from time to time
by the Government of India snd the responsidle officiels of
the 9tate Planning Committee (GOSPLAN),

| (i1) Specialists of other osrganisations and
institutions connected with plgnning can be enlisted in
tfaé capacity of asavisers gnd/or experts,

3. ‘(‘»1) The main functions of the Study Group

will be the exchanze of experience and knowledze in the
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following flelds: ,
(a) economic forecasting,

(b) methodology of aniiugl, medium and
 perspective planning,

() formulation of projects snd programues,

(d) methods of monitoring and evaluation
of planted programmes and projects,

(e) planning the supplies of materisls,

(f) exchanpe of .published reports and
materialg,

(11) e scope of problems to be reviewed by
the Study Group may bé enlarged by mutual aéreaneht.
(111) ‘l'he Study Group shall also examine end
- report on ény mat_ti.er' referred to it by the Ihter.fovernmental
Commission referred to in parsgraph 1, |
4, Meetings of the Study Group will be held, as
a8 rule, not less than once a year in New Delhl and in
Moscow by turn, ‘
| 5. (1) Leaders of the Indian and ‘oviet sides of
the Study Group shall by mutual azreement determine the
agenda and the time-limit of each meetinz,
(11) In order that discussions of the Study
Group are fruitful, both sides shall cirenlate materisl
and documents in sdvance of sach meeting,
B 6, (1) Agreed minutes reflectine the results of
the discussions ghall be drawn up at the conclusion of
each meetinz of the rtudy firoup, |
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(11) The agreed minutes will be sudmitted to the
Inter-Governmental Commission referred to in paragraph 1

for its consideration, )
Pone in New Pelhi on lovemder 29, 1973, in three

originals each in Hindi, fussisn and Figlish, sll the
texts deing eqally suthentic,

S8/ sa/-

¢ D, P, -DHaR) ( 8, K, BaIBAROV )
Minister for Planning, chaiman of the State
fiovernment of the Plonnins Committee of

Republic of India the Unfon of Soviet
\ I Socislist Repudblics
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This section ccntains érect:s from the party prosrammes of
" the Coumunist Party of Inala sné the Sommunist Party of

India(Marxist), stating the position of the tw parties on
the westion of Soviet aid to Indls, |

Comnunist Partg of Indls

Cur progrzmme defines the Idisn state as an
orgzan of class rule of the fstional bourgeeisie gs o whole. _
The Indian stats represents thg entire bourgeoisie and nofs-
3ust the u;onopoly bourgeoisie, Our party alsc notes that
in this state the big bourgpeoisie bolds “powerful influence”,
The programme notes also the fact that the state has
“gtrong liaks® with the landlorés,

Rt the yrograme. rejects the view gdvanced by
the CPM that this is g stateo of tho bourgeoisie and land-
lords led by the bis bourgeoisie, If the landlords were
full-fledged partners in state power sné the dbig bourzeoisie
haé the ieading role, 1t should have been a3 right reac.
tionary stete, The state would have followed a2 policy of
fully protecting feudal and semi.feudal interc?sts and not
of curbing then substantially by fostering capitalism in
agriculture, If the big business was the leaver, there
woulad hot have been naticnalisation of banks, insurance,
coal, etc, or creation of a public sector which certainly
was opposed by them, Indis would have been 3 close ally
of the US4 and not a nou-alizned country, 2s the bi»

business is aluayse advocating,



The aim of the natlongl bourgeoxsie is to build
at independent economy on a capltalist basis, Industrial’
development even by the capitalists goes against the
interests of imperialism, It also comes into confliect
with thelinterests of the lasndlords and princes, Hence
it is anti-imperialist snd anti.feudal,

Indian monopolists wanted the state sectér to ﬁe
‘limited to defence industries, transport gnd pudlic utilities
so that the entire range of incustries 1s left to them, .
Hence they do not like the growth of the state sector,

The state sector is an important factor in the
industrial development of Indis, without a state sector,
such development as has been achieved would not have been
possible, ‘

’ The staste sector 1s a progressive factor because
by duilding independent nationsl industries, it weakens
the grip of monocpolies and to g certain extent of Indian
moncpolies 3lso, , _

The left sectarians also have the same hostile
. attitude to the state sector, They dudb 1t as *burea&cratic
capital' and declere it as reactionsry., That 1s how the
'left* sectarianism leads them to subserve the interests
of right reaction,

| Cur party has a positivé attitude to the state
séctor. _chialist gector? lo, The state sector is not

‘@ socislist sector, as meny Jonnrese leaders claim, It
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1s state-capitalist sector. The sociallet system in
Indla 1s capitalist and the state 1s s capitalist state,
Uader these conditions, the state sector canuot de a
sccianlist sector,

The aid.frem thke Covisat Union snd other social ist
countries 1s of gteat fmportance to Indéis, It 1laid the
foundation of heavy mschine-building fandustry, steel,
oil, ete, - huge industrial complexes, It helps to
eliminate the levacy of colonial past and reduces India's
depengénce on the capltalist world, Hithout theaﬁd,from
. the socialist world there coﬁld not have been s strong
state sector elther,

- Because of this the policy of the imperialists

to keep Indian economy within semi-colonial bounds has
received a rebuff,
| nsxalites of all hues, echoins the leaders of the
Conmunist Party of China, denounce socialist ald, equate
it with imperialist sld., In opposiaz socielist aild, they
are in the company of the most rabid resctionary elements
in Indla,

The °PM does not see tbe.posltiva role of socialic-t
aldé either, It says sociaslist sid only enables the national
bourgeoisie to bargain for better terms with imperialists,
Some 'leit"seétabians oppose socislist aid under the

argunent that 1t streticthens capitalisn in India, This is
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a wrong conception, It does not streﬁg@:én the national
_bourgeoisie vises-vis the people, On the other hand, it
strengthens the gpread of socialist ideas smong the
people, It, of course, strengthens the whole nstion,
including the natlonsl bourgeoisie vis.a.vis foreign
‘monopolies, '

Those who allege th'at‘ the' CPI does not 'want
replscenent of Convress government are only slandering
it, COur party considers 1t g prerequisite to replace thg
Congres_é or'a‘ny- other form of ho_um,?eots .mle by a gbvern.
ment cap:;ble of discharging these three democratic tasks
(anti-imperialism, anti.feudalism, and Qm,:ti-.monopoly'
cépita'lisn).‘ 2ach s goverament wét;,lé be a government of
nstional demccrscy, | | |

These measures will unshackle the productive
forces and ensure répid economic growth and raise the
liviag standarus of the pecple, These measures are not
socipolist measures, Capitalist relations will still be
there, Rt capitalism will not de allowsd to follow 1its
path of cevelopment, Measures will be taken to prozressively
" restrict the growth of capfalism both in egriculture and
| industry aad reversing the preseat process of develop-
ment of capitalism, It is this totality that ocur
programse defines as the aon-copitalist path, Obviously
this is different from the non-capitalist path ia countries
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where capitalism has not developed or scareely developed,
This is a transitional stage in which messures
taken by the national.denocratic government thougzh not
yet socialist in nature are Girected towsrds cresting
the prerequisites for socislism, This 4o what 1s céllea'
non-capitalist path of development in our programme, It

lezds to socialism,

communist Party of India (Marxist)

The present Indian state 1z the organ of the
class rule of the ourgeolsie and landlord, led dy the
big bourgeoisie, who are increasingly collahoratine with
foreign finasnce capital in pursuit of the cepitalist
path of devélopment. This class character essentislly
detamines the role agnd fuactions of the state in the 1ife
of the country,

In the years after independence, despite repeated
pleading by the bourgeoisie, the imperislists refused to
help the duildinz of a heavy ladustry, the basis of
industrialisation, Unuer the pretext of heipin Yo save
foreign exchaage, they imposeddeals with foreizn mono.
polists detrimental to our hationsl fnterests, ss in the
csse of oil refineries, ship-building, chenical induse

tries, etc, with the emergence of the world socialist
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system, while utilising socialist sid for building certain
ibeavy fndustries, it ectually uses 1t as an extremexy
usaﬂxl bargaining counter to strike more favourgdble deals
with the 1Qperialist monppollsts.

Thus the dual character of the bourzeoisie

whicb;mabifested 1tself during the years of the frecdon

'»struggié'in the policy 1t pursﬁeé of mo@&lisﬁng the
peéple asgainst 1mperialism on the one hand and compromie
sin? with imperialism on the other, manifests 1tself in
a new way after achieving indepenéence;....',mile not
hesitatine to utilice socialist ald to buile eertain heavy
incustrilal projects, and to bargain with imperialists
to duild itself up, 1t ié ariti-people and anti-Communists
in character and is firmly opposed to the completion of
the democratic, anti.imperiéligt tasks of the Indian
revolution, |

‘The eooaomic planning tbat the government hes
rasorted to is s part of this effort at briléing capitsle
1sm. Economic planning in sn underdeveloped country
like India, backed by the state power in the hands of
the bourgeoisie, certainly gives capitalist economie
‘development s definite tempo and direction, The most
outstandine feature of these plangis to be seen in
the industrial expansion, particularly in the setting
up of certain heavy and machine~.building incustries in
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the state sector, This noteworthy gain would not have
. been possible, dut for the disinterestad alé from the

soclalist countries - mainly, from the “viet Union,

L See, CPIM) publication

_ Un. 2
for a statement on "Soviet I?con.omic S Ul

The statement condeans the ™ultra-left daVvintionists”
in Indis (the Maoists) who are critical of Soviet
econonié aid, The CPM rejects the thesis of
"social imperizlism” and does not subucride to
the view that like the UfA, the USSR Yoo has
become hegemonictic /,
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