
Number 112 May 22, 1990 

CSIS CA 
N 

A publication of the Center for Strateg-ic and International Studies, Washington, D.C. 

Soviet Assistance to Africa: 
The New Realities 

by Sergei I. Shatalov 

An epoch of Soviet assistance to Africa is drawing to a close. Moscow now 
faces mounting economic difficulties at home and is in reduced strategic 
competition with the West. The traditional priorities that shaped Soviet foreign 
aid policy throughout most of the postwar era are dissolving and new ones. 
have not yet been established. Thus, it seem appropriate to assess past results 
in this area and to outline options for the future . 

Soviet analysts speak of a "pause" in Soviet-African relations. Some even 
use the term "crisis of confidence" and explain Soviet Foreign Minister Eduard 
Shevardnadze's visit to seven African states in March 1990 in terms of the 
need to overcome this crisis. These opinions are justified, but only for the 
short run. With old links weakening, new ones are being forged to replace 
them. Some of these new African links will arise from the opening up of the 
Soviet economy. Aid will inevitably follow trade. 

A Dispiriting Record 
Soviet-African economic cooperation, even with Moscow's closest allies on the 
continent, has always been marked by rather modest volumes of aid and 
trade. Soviet-African trade turnover has never exceeded 2 percent of total 
volume for either side. Both the share and the absolute volumes of trade 
declined in the 1980s, the latter by over one-third. 

·Another important feature of Soviet-African relations has been the priority 
given to political and strategic goals over commercial goals. Aid has suffered 
the most from the Cold War zero-sum-game mentality. For decades, decisions 
on aid have been made in reaction to the policies of the ideological adversary, 
i.e., the Western donors . 

Military assistance has dominated the overall aid picture. Reliable estimates 
suggest that assistance to the civilian sector has never exceeded one-third of all 
Soviet aid flows to Africa. For some key countries such as Angola and Ethiopia 
that have been directly involved in regional and domestic conflicts, the share 
of civilian aid has been even lower. 

The predominance of ideological motives has been reflected in the 
concentration of aid flows. The leading borrowers have changed over time, 
but the "top five" have always accounted for over three-fourths of the total. 
Ethiopia, Algeria, Angola, Egypt, and Libya (ranked here in decreasing size of 
debt owed to Moscow) accounted for over 80 percent of total Soviet loans 
outstanding on the continent in 1989. (See "Soviet Lending to African 
Countries," page 3 .) But even for these countries Soviet aid flows have never 
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rivaled those of the West, and for most African nations 
Soviet aid has constituted under 5 percent of the total. 

The predominance of strategic and ideological motives 
explains the slow pace of change in this sphere. Only in 
late 1989, and only under the pressure of the Supreme 
Soviet, did aid policies become subject to extensive critical 
reappraisal. 

The Institutional Tangle 
In the 1980s, the aid management system exhibited the 
structural pattern now often referred to as "bureaucratic 
socialism." Aid was administered by the State Committee 
for Economic Cooperation (GKES). GKES combined 
three distinct roles: it was an agency for soft lending, an 
export credit agency operating on harder terms, and an 
agency for military assistance. In practice, GKES executed 
only individual projects. Lending was controlled by the 
Ministry of Finance and channeled through the Bank for 
Foreign Trade of the USSR (VTB). The ultimate authority 
over aid strategy was held by the top political leadership; 
the Ministry of Foreign Affairs had the weightiest vote in 
determining the overall priorities of the aid program. 

At first glance, this highly centralized system made 
sense. It permitted flexible adjustment of the terms and 
structure of lending as priorities changed. In reality, 
however, the system was chaotic. Most major programs 
were devised on the occasion of state visits, not unlike the 
petrodollar aid of the Persian Gulf monarchs. There 
existed a chasm between mechanisms of aid allocation and 
debt repayment. GKES was responsible only for the 
former. Tracking the profitability of projects was not its 
task. Specific repayment arrangements added to the 
confusion. In principle, most credits could be repaid in 
kind, but GKES lacked the authority to make such 
agreements with debtors, because the Ministry for Foreign 
Trade held a monopoly on external trade transactions. 
The ministry preferred to operate through international 
commodities exchanges, even if the same commodity 
could be supplied at a discount as part of the debt 
repayment agreement. 

The Promotion of Inefficiency 
As was the case elsewhere in the Soviet economy, volume 
criteria dominated GKES activities. There was a built-in 
bias to produce grandiose projects, often poorly integrated 
into the recipient's economic structure. These projects 
involved significant outlays in local currency and distorted 
national credit markets. The projects were not always 
thoroughly prepared, forecasts of future trends were rare, 
and this led to miscalculations. Tentative official estimates 
suggest that some 30 percent of all Soviet projects 
executed in Africa have been unprofitable. Unofficial 
figures are even bleaker. 

Aid strategy suffered from the "imitation syndrome." 
Being the novice in the aid business, the Soviet Union 
followed the "fashions" predominant among the (non
Communist industrial) member countries of the 
Development Assistance Committee (DAC) of the 
Organization for Economic Cooperation and Development 

(OECD) , but with a 5 to 10 year lag. The Soviet Union 
continued to build huge infrastructure projects well into 
the 1970s, when it was already quite obvious that such 
projects did nothing but put African nations deeper in 
debt. In 1989, a large-scale rural development scheme 
was canceled on the grounds of its potentially devastating 
ecological consequences-again, more than a decade 
after major Western donors had accepted that such 
schemes were nonstarters in Africa. The same is true with 
the debt issue: the Soviet Union was one of the last (along 
with the United States) to move on it. 

The African states that received the most Soviet 
assistance became the least successful in economic terms. 
This assistance was originally intended to help countries 
that had recently achieved political independence to 
become economically independent as well. The former 
colonies were regarded as the natural allies of world 
socialism and their economic independence was seen as a 
means of weakening capitalism, but efficiency and 
common sense were casualties of the process. The African 
proteges established economically dubious import
substitution industries, while the competitiveness of their 
exports was declining. In sum, Moscow exported to the 
developing world the worst principles of its administrative 
economic system. 

Military Assistance 
Military assistance has been the slowest aid sector to yield 
to the pressures of glasnost. One rather cynical 
explanation recently offered is that arms are among the 
few competitive Soviet exports. Tbis argument does not 
hold. Sales are financed by huge and in most instances 
excessively soft loans, and the repayment record is as bad 
as for nonmilitary loans. Even comparatively creditworthy 
countries (e.g., Libya} are in arrears. Some of the major 
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customers are in particularly bad shape in this regard. The 
ratio of arrears to total claims is 29 percent for Ethiopia 
and 38 percent for Angola. 

The opinion is gaining strength that military assistance 
has been inefficient even in geopolitical terms. It 
aggravated regional conflicts and dragged the Soviet 
Union into the dangerous spiral of superpower 
competition in Africa. For years, political options for 
resolving conflicts often were not even explored. 

A unilateral freeze on arms sales would not solve the 
problem. Such countries as France, Sweden, Brazil, and 
Israel would be ready to fill the gap. Arms sales are a clear 
case for international negotiations. Even so, unilateral 
reductions could enhance the Soviet Union's diplomatic 
prestige and help dampen some African conflicts. 

The Impact of Perestroika 
The first stage of Soviet economic reform (1987-1989) 
emphasized decentralization of decision making. Two 
laws adopted in 1987 (on state enterprise and on external 
economic activity) broke up the state monopoly on foreign 
trade and established the right of individual economic 
entities, including cooperatives, to deal with foreign 
partners. Over 14,000 such entities existed as of the end 
of the first quarter of 1990. The latest round of market
oriented reforms further extends these rights. 

This has brought about a profound transformation in 
the nature of the Soviet economic relationship with sub
Saharan Africa. The ultimate decision-making power now 
rests in the hands of the legislature; in July 1989 the 
Supreme Soviet assumed supreme control over aid 
appropriations. It votes both the total amount of aid for 
the coming budget period as well as the appropriations for 
individual countries. This is viewed as a guarantee against 
excess politicization of aid in the future. This mechanism 
has some similarity to the U.S. aid process. 

This change will not necessarily be comfortable for the 
recipients. In Moscow, as in Washington, the aid budget 
has become a target of the deficit-cutting effort. Many 
parliamentarians echo the growing "aid fatigue" of their 
constituencies. It is hard to defend an aid budget which is 
20 times as large as the health budget at a time when the 
Soviet infant mortality rate is among the highest in Europe 
and rising. The aid program's lackluster record is another 
factor that makes cuts seem easy to justify. 

Institutional aspects of aid reform have not been 
flawless . The Ministry for Foreign Trade and GKES have 
been merged into the Ministry for External Economic 
Relations (MVES) . This move was aimed at overcoming 
the rift between lending and debt collection functions . A 
growing number of experts now argue that creation of an 
independent aid agency is the only way to overcome the 
present impasse. 

This new aid institution would be clearly different from 
GKES. Its job would be strictly limited to providing soft 
loans and executing projects. Simultaneously, a "normal" 
banking system will be introduced, with independent 
commercial banks as the main players. The traditional 
blurring of borders between different forms of lending will 
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Soviet Lending to African Countries 
as of November 1, 1989 

(in millions of rubles• unless otherwise indicated) 

Written Rescheduled Debt Share 
Country Debt Off (1986-1989) (%) 

Top Five African Borrowers 

Ethiopia 2,860.5 51.7 854.9 21.2 

Algeria 2,519.3 0.0 560.0 18.7 

Angola 2,028.9 0.0 768.0 15.0 

Egypt 1,711.3 0.0 8.2 12.7 

Libya 1,707.3 0.0 360.1 12.7 

Subtotal 10,827.3 51.7 2,551 .2 80.3 

Rest of Africa 

Benin 31.6 0.0 12.1 

Burkina 4.3 0.0 0.0 

Burundi 14.8 0.0 0.0 

Cameroon 0.6 0.0 0.0 

Cape Verde 7.2 0.0 0.0 

Central African 
Republic 1.0 0.0 0.0 

Chad 2.2 0.0 0.0 

Congo 199.5 0.0 83.7 

Equatorial 
Guinea 1.5 0.0 0.2 

Ghana 9.6 0.0 0.0 

Guinea 258.3 0.0 0.0 

Guinea-Bissau 66.0 0.0 12.7 

Madagascar 100.6 0.0 36.0 

Mali 285.0 1.2 88.4 

Morocco 2.2 0.0 0.0 

Mozambique 808.6 0.0 363.0 

Nigeria 26.7 0.0 0.0 

Sao Tome 
& Principe 4.8 0.0 1.8 

Senegal 1.6 0.0 0.1 

Seychelles 0.2 0.0 0.0 

Somalia 260.8 3.5 0.0 

Sudan 3.8 0.0 0.0 

Tanzania 310.3 0.0 88.6 

Tunisia 17.7 0.0 0.0 

Uganda 36.4 3.0 0.8 

Zambia 206.0 0.0 23.3 

Subtotal 2,661.3 7.7 710.7 

Total 13,488.6 59.4 3,261.9 

SOURCE: Official data, reported in Izvestia, March 1, 1990. 

a. As of April25, 1990, the official conversion rate for the ruble 
was 0.607 rubles per dollar. 
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end. The state will not assume direct responsibility for 
commercial lending, although a scheme of official 
guarantees for private export credits is planned. Only 
development assistance will be financed directly from the 
budget. Bank lending will be undertaken by individual 
commercial banks fully on their own responsibility. 
Vnesheconombank (the renamed VTB) will also operate 
strictly on commercial banking principles. Enterprises with 
access to the foreign markets will have the right to extend 
export credits on their own. 

Reaching Out to the Private Sector 
Official development assistance will constitute only the hub 
of the emerging cooperation network. It could stimulate 
various forms of commercial links, regulated but not run by 
the state. 

Most of the Soviet enterprises eager to enter the world 
markets are so unsophisticated that even the markets of 
the newly industrialized countries may prove too 
demanding for many. For these enterprises, African 
markets offer some opportunities for export expansion. 
And for the shortage-plagued Soviet consumer, the 
prospect of an influx of imports from Africa could become 
the weightiest argument against "aid fatigue." 

It is time to extend the circle of aid recipients beyond 
the state sector. African entrepreneurs could be invited to 
participate in joint ventures on African as well as Soviet 
soil. Links with various African nongovernmental 
institutions could be established, since they are often more 
efficient than official channels in distributing humanitarian 
aid. 

Sectoral priorities could be reshaped too, as the Soviet 
Union moves from ideologically driven economic 
isolationism to a quest for reintegration into the world 
economy. Special attention could be given, for example, 
to assisting the reconstruction of the African mining 
industry, so that costly domestic production could be 
supplemented with imports from Africa. Another obvious 
candidate is export-oriented agriculture, which can absorb 
both soft loans to enhance basic infrastructure and direct 
investment by the emerging Soviet private entrepreneurs. 

The Information Dearth 
The statistical coverage of Soviet aid flows is in urgent 
need of improvement. Under the terms of the agreements 
reached at the 1988 Vienna Conference on European 
Security, the Soviet Union committed itself to disclosure of 
all financial, monetary, and macroeconomic data. Still, 
information is often inconsistent or lacking. Detailed data 
on Soviet official development assistance (not to mention 
military aid) are unavailable. Some figures have been 
published, but this has generally been done only under 
pressure from the Supreme Soviet. This gap between 
words and deeds harms Soviet prestige. An annual report 
is needed, containing statistical series detailed and long 
enough (going back at least as far as the 1970s) to permit 
sensible analysis. Military aid should not be left out of the 
picture. According to Chairman V. Kirichenko of the State 
Statistical Committee ( Goskomstat), this work is under 

way. Yet the results are long overdue. 
The Soviet statistical organizations could benefit greatly 

from cooperation with the corresponding units of the 
DAC, the World Bank, and the International Monetary 
Fund. This fits logically into the context of glasnost. 

The Debt Knot 
As financial pressures on African nations have mounted, 
governments have sometimes failed to repay their debts to 
the USSR The hitherto largely political-ideological 
motivation for Soviet aid has led African countries to 
perceive the Soviet Union as a malleable creditor. The 
Africans are further emboldened by the fact that the USSR 
does not participate in the activities of international bodies 
involved in debt rescheduling. African debtors usually 
negotiate first with the Paris Club and the IMF and only 
then approach the Soviet lending organizations, seeking 
(and expecting) treatment on terms comparable to those 
provided by the Paris Club. Thus, Moscow is sometimes 
forced to accept decisions it did not negotiate. Official 
sources put the volume of this "involuntary rescheduling" 
in 1986-1989 at over 24 percent of total African debt to 
the Soviet Union. Unofficial estimates suggest that 50 
percent might be a more realistic figure. 

As we move into the 1990s, the debt crisis continues to 
unravel: arrears mount, Soviet-African trade declines, and 
Soviet public opinion turns more and more against foreign 
assistance. The only recent move of practical significance 
has been a write-off of a part of the debt owed by the 
poorest African countries, from which Ethiopia has 
benefited the most. 

Writing off even the whole official development 
assistance (ODA) debt of the poorest African nations 
would entail small losses to any creditor. Apart from the 
"big five" debtors, the remainder of Africa's debt to the 
Soviet Union is around 2 billion rubles, less than 20 
percent of the total amount owed by the continent to 
Moscow. Most of this debt is rated on the secondary 
market at less than 20 percent of its face value and seems 
unlikely ever to be repaid in any case. 

For the better-off African debtors , versions of debt 
swaps hold promise. Admittedly, both debt-to-equity and 
debt-to-bonds swaps have inflationary consequences, and 
their effectiveness in restoring flows of foreign direct 
investment to debtor nations is likely to be limited. 
Nevertheless, ·such swaps can be at least part of the 
solution. Debt conversions can be channeled through 
trilateral joint ventures (involving the Soviet Union, debtor 
governments, and Western European banks and 
investment companies) , with the Soviet side absorbing 
some local exports as debt service payments. Another 
innovative scheme tried recently is debt-to-commodity 
swaps combined with buy-backs. The option to repay 
uncollectible debts with otherwise unsalable export goods, 
which will then either be used to satisfy Soviet domestic 
demand or resold at a discount on Western markets is one 
of the few that can work. 

Some of the outstanding debt claims could be used to 
obtain various goods and services (e.g., partially offsetting 



the costs of repairs to Soviet vessels, purchasing fishing 
rights, leasing land). Unfortunately, Sovfintrade, the 
Soviet investment body entitled to engage in debt-to
equity and debt-to-commodity swaps, considers such 
activities to be of secondary importance. Recently, several 
Western companies (Swedish, West German, and French) 
have explored this type of trilateral deal. 

Soviet and Western credit institutions have some 
interests in common when it comes to the optimization of 
their LDC portfolios. Soviet overseas banks (especially the 
Paris-based Eurobanque) have recently begun to swap 
some of their LDC claims on the secondary market. The 
claims have been bought by leading French banks 
interested in acquiring claims on francophone African 
nations at deep discounts. The Soviet banks' behavior 
was not unlike that of some big West German banks which 
have all but eliminated their African portfolio, swapping it 
mostly for claims on Eastern Europe. In the Soviet case, 
though, the sums have been minimal. 

Coordination Among Donors 
Due to acute budget concerns in most OECD and Eastern 
European nations, feelings of "aid fatigue" are already 
being translated into action. The amount allocated to aid 
in the 1990 Soviet budget is 30 percent below the 1989 
figure. Yet Africa needs more aid, not less. One of the 
few options available to reverse the decline in aid flows is 
to enhance coordination among donors. 

The reorganized Soviet aid strategy places an emphasis 
on agricultural and especially food production projects. It 
has also undertaken a shift from megaprojects to smaller 
ones, which can more easily be absorbed by the recipient 
economy. These priorities provide a common ground for 
multidonor coordination and joint financing of 
development projects. 

This can either be realized on a bilateral basis, or, 
better, involve the World Bank and regional development 
banks. The first step was taken in May 1989, when the 
Soviet Union participated in the UNDP/World Bank 
roundtable for Guinea-Bissau. The follow-up to this 
meeting, however, has yet to materialize. 

Another logical move would be for the Soviet Union to 
join the Paris Club. This could go beyond helping the 
USSR itself. Both Western creditors and some developing 
countries have suggested that Soviet participation could 
help generate viable solutions for the debt crisis. 

The government is also studying the possibility of 
joining the African Development Bank. Membership could 
provide Moscow with useful experience in dealing with 
larger institutions such as the IMF and the World Bank. 
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Widening the Circle 
The burden of adjustment remains excessive for the 
poorest nations, but the crisis of the 1980s has shown that 
they have no alternative but to address the distortions in 
their economies. 

If adjustment programs are to work, they must not be 
perceived by the African leadership as just serving the 
interests of Western creditors. (See "How the IMF and the 
World Bank Affect African Decision Making" by Carol 
Lancaster, CSIS Africa Notes no. 97, April20, 1989.) 
Such perceptions are still strong and provide debtor 
governments with ready arguments to evade unpopular 
and painful measures. 

An obvious way to enhance the integrity of the 
adjustment process is to widen the range of institutions 
advising the debtor government on the details of 
restructuring policies. The vast experience of specialized 
UN agencies is of particular relevance here. Such 
cooperation is in line with the Soviet aim (shared by the 
present U.S. administration) to strengthen the prestige of 
the UN. 

Cooperation between the Soviet Union and 
international financial institutions would strengthen the 
case for less painful adjustment. Most components of 
adjustment apply to the present Soviet situation. Two-way 
sharing of this experience would benefit all concerned. 

The decline in East-West tensions is viewed by some in 
Africa as the possible prelude to the forging of a united 
stance by the North against the debtor nations. Such fears 
stem from the obvious fact that Africa still has a very 
limited say in decision making within the international 
monetary system. The poorest nations of Africa are 
reaching the point where the outside world has little 
interest in doing business with them. Their economic 
marginalization threatens to become irreversible. Widening 
the consensus basis for decision making is the way to do 
away with such fears. 

,...-----------~ ~ ----~ ~~~ --~ 
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