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INTRODUCTION

The imperialist era 1s characterised by a sharp exacerba
tion of the contradictions inherent in capitalism between
the groups of imperiahist states on the one hand and between
the colonies and metropolitan countries on the other and
by an unprecedented upsurge of the national-liberation
movement * The First World War and the Great October
Socialist Revolution 1n Russia paved the way for a general
cris1s of the whole capitalist system The party of the Bol
sheviks with Lemmn at 1ts head ushered 1n a new era mn the
listory of mankind by achieving the October Revolution
which resulted 1n the emergence of the world’s first so
cralist state

One of the importwnt results of this gemeral cmsms of
capitahsm was the beginnmng of the dechne of the colomal
empires the national hberation movement that unfolded
under the influence of the October Revolution dealt a tan-
@ible blow at colomal domination by Brtan France
and other colomal powers in Afghamstan, Egypt, Turkey,
Iran and various other countries The example of the October
Revolution, which had brought freedom to thirty three
mllion oppressed peoples iving 1n the borderlands of the
former tsanst empire, raised the question of the ltheration

of allzuppressed peaples 1n the colontes and dependent coun-
tries

1V I Lenin, Collected Works Vol 22 pp 300 04
2 For more detals see The Great October Revolution and the World
Revolutionary Process Russ ed , Moscow 1967
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The national liberation movement gathered particularly
powerful momentum after the Second World War, when
the second stage of the general crisis of capitahism set 1n
this eventually resulted in a number of countries of Europe
and Asin embarhing on a sociahist course The Soviet Umion’s
victory over nazt Germany and mhtamst Japan—the
aggressors mainly responsible for unleashing the Sccond
World War—made possible the victory of people’s democra
¢y 1 a number of Asian and European countries which
bad chosen the socialist path This historic development
T 1 and stall y decistve significance 1n relation
to the subsequent growth of the national-liberation move-
ment It had by then become feastble for the colomal peo-
ples to start throwing off the yoke of the shameful colontal
system the final collapse of which we were to witness in the
post war pertod Precisely because imperiahsm had ceased
to be an all embracing system, the prospects for the final
lhiquidation of colonialism were at last realistic The coun-
tries of the socialist commumity afforded the colonial peo-
ples substantial help in therr struggle for independence Com-
rade Brezhnes remarked at the 23rd Congress of the GPSU
*Our party and the entire Soviet people actively support
this struggle, we are giving effective all round assistance
and shall continue to do so to peoples fighting against forergn
mvaders for freedom and independence "t

The entire course of the world hustory of recent decades
prompts the complete and final abolition of the colonmal
system 1n all its forms and mamfestations " Such was the
conclusion drawn at the Meeting of Commumst and Work
ers’ Parties held in Moscow 1n 1960

The years which have passed since that Meeting repre-
sent from the historical angle an ipsigmificant perrod Yet
enormous changes have tahen place durmng that perrod®
under the impact of the national-hberation moxements
one colomal regime after another has collapsed and many
peoples of Africa, Asia and Latin America have gained
their independence The national liberation moyvements 1n

1 23rd Congress of the CP SU, Moscow, 1966 pp 34-35
’MTh: Struggle for Peace, Democracy and Soctalism, Moscow, 1964,
p 66,
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Angola, Mozambique, “Portuguese” Guinea and South West
Africa have become betler orgamised and more effective

Moreover, these years have seen not only an extension
of that part of the world map taken up by newly independent
countries and a broademing of the front in the struggle for
politzcal independence, but they have also heen marhed by
new, qualitative changes in that struggle a number of
newly independent countries have rejected the capitalist
path of deselopment and opted for socialism, actively
implementing radical econome and social transformations
and waging a decisive struggle agamnst imperialist domina-
tion Noting this pornt Leomd Brezhnev emphasised  Great
Lenin’s prediction that the peeples of the colonies and depen
dent countries, starting with a struggle for national libera
tion, would go on to fight aganst the very foundations of
the system of exploitation 1s comung true ' This 1s partic
ularly 1mportant 1n view of the fact that one of the charac
teristic features of neocolomialist policy mn the ecomomic
sphere 15 not only the attempt to make newly independent
countries follow the capitahist path of deselopment, but
also to preserve or even expand the influence and power of
the foreign monopolies 1n these countries

An overwhelming blow has been dealt at the colomal
system, however this does not mean that the struggle 1s at
an end The achievement of political independence 15 only
the first, although important, step on the way to the com
plete Iiberation and national rebirth of the peoples of the
former colontes and many of the leaders of these young in-
dependent states are well aware of this

The developing countries are faced with difficult tasks,
one of these being the need to contend with the domination
by foreign monopohes of ther ecomomue, pohtical and
social hife Imperialism still constitutes a major threat to
the independence of the young states After the collapse
of the imperialist colomal system, ‘the pillaging of the
natural resources and the explottation of the labour of the
population of the wealer and less developed countmes
remains an 1nahenable feature of impenalism, although
the mperialists are now compelled to act more craftily

1 24th Congress of the CPSU, Moscow, 1971, p 2
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w1 4 Luis therr pillage The resistance of the peoples of
th tewly independent countries to tho policy of neocolo-
malism creates 1 new and important front of the anti-
imperialist struggle ™ .

Possessed as 1t 13 of the greatest capital resources and
the most powerful arsenal of other means for 1mplementing
neocolomalist policy, American monopolies have come,
sinee the war, to represent the main obstacle standing 1n
the way of the colomal peoples’ complete political and eco
nomic iberation Lconomic and other methods have enab-
led them to set up an enormous “mvisible” neocolomal
empire, ousting in the process the former colomal powers
from many of ther erstwhile possessions Owver the same
pertod US capital 1nvestments 1n these countries huve
msen from 7,200 million dollars to 50,000 million. U'S
consumption accounts for up to 60 per cent of the world’s
resources of raw materials which the Umted States pumps
for the most part from the developing countries on terms
highly advantageous for itself Nevertheless even the Umted
States, the leading 1mpenalist power of the modern age,
1s no longer able to withstand the onslaught of the national-
Iiberation and ant) imperialist movement single-handed
Thig 1s why the main imperialist states are more and more
frequently Jomming forces 1n their efforts to hold back the
advance of this movement

The course of post-war listory has made 1t quite clear
that there exists an extremely close link between the grow
ing might of the socialist community, the successes scored
by the commumst and working class movement in the
capitalist countries and the victories of the mational-lib
eration movement Soviet policies and assistance to the
national-liberation movement and the young developing
states constantly compel the mmperialist monopolies and
governments to disguise their policies, alter and perfect
their methods, Join forces with each other and oven make
certun concessions to the developing countries

All this serves to show that the old, classical” methods
of colomal plunder and daylight robbery are gradually
giing way to new, more camouflaged methods of enslave
ment and systematic plunder of the former and extant

'L T DBrezhnev, Following Lenin's Course, Moscow, 1972, p 161
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colonies, although the essence of imperialist colomal policy
remains unchanged. Since the war the world has seen the
introduction of a whole series of new, more carefully dis-
guised mulitary, political, economic, financal, commercial
and ideological methods and manoeuvres to promote impe-
rialist colonial policy. Despite the contradictions which
exist between the main imperialist powers, they now resort
increasingly frequently to joint action against the national-
liberation movement and also against the young indepen-
dent countries. Neocolonialism has become part of the state
and interstate policy of the imgperialist powers,

This book aims to acguant the reader with the most
typical traits and tendencies to be found mn the colomal
policies pursued by the imperialists of today, to make
clear the essence and implications of those policies and to
analyse the methods and manceuvres used. It should he
noted that the imperialists still succeed in applying these
methods in practice and not nfrequently in misleading
the newly independent peoples. The need to expose these
methods and manoeuvres is therefore self-evident, particu-
larly in view of the fact that certain bourgeois 1deologists
and politicians in the service of the imperialist monopohes
and governments are attempting to just:fy this colonial
policy and substantiate theoretically its right to existence.
An analysis of the methods and manoeuvres employed by
neocoloniahists and the exposure of the latter is therefore
of practical importance, and primarily for the countries now
struggling to achieve their genuine political and economic
independence, as it would help them reach a correct under-
standing not only of the methods used to 1mplement that
policy but also of its implications and thus would facilitate
their struggle against it.

The theoretical tenets contained in Lenin’s brilliant work
Imperialism, the Highest Stage of Caputalism naturally
provided the basis for my study of this subject, Buch works
of Karl Marx as The British Rule in India, The Future
Results of the Brutish Rule in Indwa, and The East Indwa
Company—Its History and Results are also important for a
correct understanding of the numerous problems connected
with the modern colonial policies pursued by the imperi-
alist countries, The same applies to the following works by
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Lenin  On the Question of a Nation-wide Revolution, 31ar
and Revolution The Siate and Revolution, Concluding
Speech Tollouing the Discusston on the Report on Peact
The Discusston on  Self determination Summed Up, In¢
Socialist Revolution and the Right of Nations to Self-determi-
nation A Cariwcature of Marxism and Imperialist Leonomst
Preliminary Draft Theses on the National and the Coloms
Questions, The Second Congress of the Communust Internatiod
al, July 19 August 7, 1920 HReport of the Commussion o8
the National and the Colontal Questions, July 26, The Ques
tion on Natiwnalities or ‘Autonomisation”

The man aspects af the general crists of caprtalism and
many of the compounent elements of thal crisis, 1ncluding
the virtual collapse of the colonial system now 1n progres
are the subject of numerous official documents, monograp
and brochures, etc A particularly large number of worhs
dealing with the overall problems of present-day colomial
1sm  have been published both in the USSR and
abroad

Among the works of Soviet authors {in Russian) which
proved most helpful for the mterpretation of a number ¢
general aspects of imperialism, and current internatronal;
economic, financial monetary and trade relations, I shou!
like to single out Academician Varga s Basic Aspects of the
Post war Economy and Policies of Imperialism (after World
War II}, V V Rymalov, Economic Aid to Developing Coult
tries and The Collapse of the Colonual System and the World
Caputalist Economy, L Bregel, Tazes, Loans and Inflation it
the Service of Imperialism and also the second revised ves
sion of the monograph under s editorship entitled [mpe
rialism and the Crisis of World Capitalism, Y Turchins
Increasingly Uneven Development of Capitalism as a Result
of the Second World War, M Frey International Settlements
and the Financing of Foreign Trade Between the Capitalist
Countries and a number of works by Academician N
Inozemtsev (in particular lus article ‘On the Basic Features
of Modern Imperialist Strategy 1n World Marzist Reviet?
No 3 1969), Academician B G Gafurov, V G Solodo¥
mhov, Corresponding Member of the USSR Academy of
Sciences, and other Soviet scientists

Among the works having a direct bearing on the subject
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under study, I should hike to single out the following works
by Soviet authors Professar R A Ulyanovsky, US Neoco
lomalism and the Developing Couniries of Asia, Y N Koren
dyasov, Jount Colonialism in Actwon, L L Klochhovshy, The
Common Marhet Countries and Southeast Asia, a brochure by
K N Brutents entitled A New Form of Enslavement of the
Peoples, a fundamental study of the strategy and tactics of
British colomal policy by Y A Tarabrin, L Dvorzhak,
Economic Foundatwns of Neocolonialism, V. L Tyagunenko,
Corresponding Member of the USSR Academy of Sciences,
Problems of AModern National Liberation  Revolutions,
Y B Moguun, Capriabisi Credits en Instrument of Overseas
Economic Lzpansion, V P Panov, The Evolution of Eco
nomic Forms of Colonialism

The writing of thus book entailed a detailed study of
official documents put out by a number of international
and reglonal orgamsations (annual reports, statistical and
other collections of documents, individual publications and
estimates) Many of the facts and data cited 1 this book
have been taken from officral documents and pubhications of
the Internatronal Bank for Reconstruction and Development
(IBRD) and 1ts various branches, the International Monetary
Fund, the Organisation of American States (OAS), the
European Lconomic Commumty, the Orgamisation for
Economic Co-operation and Development, the Inter Amer:-
can Development Bank, the Asian Development Bank
and other orgamisations

An analyss of the cconomic, commercial and other data
and immdiwces taken from these sources naturally reqmres a
detanled study and cntcnl assessment of the same Tius
applies 1 particular to economic surveys, summaries,
reports and other materials published by departments for
‘overseas territories”, banks and firms of tlie leading 1mpe
rialist powers

The most biased among these works are those written by
British and American experts, especially when such authors
start to analyse and assess the cconomic, political and soctal
position of the deicloping countries and colonies or the
signuficance of the aid’ that such couuntries receive from
the amperiahist powers Naturally, many bourgeoss authors
are stifl less objective when it comes to their evaluation
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of the policies pursued by the USSR, which many of them
distort an_an attempt to undermine the influence of the
policies of the socialist countries vis-d-vis the developmg
countries and the national liberation movement.

LI

Problems connected with the writing of this book stemmed
both from the sheer volume of literature on many general
aspects of the given subject and the relative shortage of
works presenting a detaled analysis of the methods and
manocuvres of neocolpnialism The hardest thing of all was
to select the most 1mportant material, draw general con-

clusions from 1t and provide as detailed a treatment of the
subject as possible
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THE NATIONAL-LIBERATION MOVEMENT
AT THE PRESENT_TIME~ ...

During the imperialist era not only did the colonies
become advantageous commetity markets but they also
came to provide advantageous capital investment spheres
for the monopolies since they were an enormous source of
cheap labour and material reserves for the main imperialist
powers, for whom they also thus possessed considerable
strategic importance. The enslavement and systematic
plunder of the peoples living in the colonies and sem-colo-
nies so as to extract maximum profits was one of the most
characteristic traits of imperialism. While the colonial
policies of the imperialist powers were similar in their
main outlines, there existed a large number of variations
in the methods and forms of the enslavement of the colonial
peoples. The colonial policies of Britain are particularly
complex and diversified; in the course of her empire’s histo-
ry which covers more than four centuries Britain was to
apply almost all known forms of colonial oppression.

Of course the imperialist monopolies would prefer to
lord it over the colonies to their heart’s content without
any restrictions and with no one constituting a threat to
their supremacy, a sttuation which would only be paossible
if metropolitan countries wielded complete pohtical and
economic control. When he drew attention to the importance
for monopoly capital of complete political and economic
domination of the colonies Lemin wrote: “Colomial posses-
slon alone gives the monopolies complete guarantee against
all contingencies in the struggle against competitors, includ-
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g the case of the adversary wanting to be protected by a
law ectablislung a state monopoly , for in the colomal
marhel 1815 Csier to employ monopoly methods (and some
times they are the only methods that can be employed) to
eliminate competition, to ensure supplies, to secure the
necessiry - connections’, etc " It 1s essential to bear this
conclusion of Lenin’s in mind when assessing the economic
political and military significance of the colonies and depen
dent countries for the impernialist powers, despite the f:\c:
that major changes have since taken place 1n the colonta
policies of those powers, just as the colomial world has
changed beyond recogmition One factor which tesuﬁeg
to the relevance of this tenet of Lenin’s 15 the monopoltes
current preference for investing caprtal 1n their ‘own" former
and remaining colonmes

The erv of 1mperialism was alse marked by a sharp 1n-
tensification of the internal contradictions of capitalism on
the one hand and those between the colontes and metropolt
tan countries on the other, 1t was also an era of unprecedent
ed advance and expanston of the national-liberation move
ment,® an era of anti imperialist and proletarian ravolui
tions, which shook the very foundations of the coloma
empires, these bastions of 1mperialism

The Russian revolution of 1905 was to exert a considerable
influence on the national awakening of the peoples n the
colontes and semi-colomes, particularly in the countries
of the Bast Lemn assessed the extent of this influence 1n the
following words  World capitalism and the 1905 movemeﬂ}
1 Russia have finally aroused Asia Hundreds of millions ¢
the downtrodden and benighted have awakened from
mediesal stagnation to a new Iife and are msing to fight
for elementary human rights and democracy '3

The First World War and the Great October Socialist
Revolution wlueh resulted 1n the falling away of a sitt
of our planet from the capitalist system and the creat1on
of the world's first socialist state marhed the beginning ©
& goneral enisis of capitalism  One of the most 1mpm'!'mt

v ) I Lenin Collected Works, Vol 22, pp 260, 262
T, p 300
VIL, Vel 19, p 86
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elements of this crists was the beginming of the collapse
, of the colomal system The colomal peoples were no longer
, prepared to live in the old way and became more and more
- actively myolved 1n the struggle aganst imperialism, while
. the 1mpenialist countries were no longer able to admimster
their colonies according to the old patterns and were obhged
to modify the tactics of their colonal policy Despite the
fact that Britamn and T'rance, after defeating the countries
of the Austro German bloc 1n the First World War, acquired
large African ternitories which had formerly been German
colonies andl asserted themselves 1 a number of countries
- of the Muddle Last, the natwnal hheration and ant1 1mge
rialist movement which had gained ground so rapidly after
the October Revolution, dealt a considerable blow agatnst
their domination n the colontes An 1dea of the strength
of that movement can be gathered from the fact that 1t
gamned concessions cven from Brntam, which, as Lemm
wrote 1n 1917, was a state which owns the greater part of
the globe”, a country “which ranks first in wealth, which
has created tlus wealth not so much by the labour of
1ts workers as by the exploitation of innumerable colonies’ !
In 1919 Britmn granted Afghamstan 1its independence,
later 1n 1922 after there had been two uprisings in Egypt
that country was also granted its independence That same
year the intervention against the Kemalist revolution
Turkey ended 1n a shameful fiasco and finally 1 1927 Brit
am was obliged to grant Iraq its independence
Yot the colontal powers (Britain, France, the Nether
lands, Belgium, Portugal and Spun) managed to preserve
1 one form or another enormous colomal empires right up
until the end of the Second World War The United States
also extended 1ts foreign possessions on the basis of 1ts
Inghly energetic economic and pohtical wmfiltration, after
the Tirst World War, of the colontes belonging to the Luro
pean powers The total area of the colonies and semi colo
n1es on the eve of the Second World War was about 15 mi
lion square miles and their total population almost a thou
sand million

—_—

*1bd, Vol 24 p 403
20813
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The natronal hberation movement doveloped particularly
rapidly and offectively after the Second World War which
marhed the beginning of a new stage 1n the gencral cnisis
of capitahism, and which ushered 1n the virtual collapee
of the whole colonal system Ilowever, the most important
result of the post-war offensive against imperialism was the
adoption by a number of LEuropean and Asian countrits
of a socralist course As far back as 1920 Lenin had written
of the task of cony erting the dictatorshup of the proletarat
from 4 national dictatorshup (e, existing 1 a single
country and incapable of determining world politics) mnto
an international one (1e , a dictatorship of the proletaral
imvolving at east several advanced countrics, and capable
of exercising a decisive mfluence upon world pohtics as
a whole)” * This Lenimst tenet was further elaborated at
the 20th Congress of the CPSU 1n 1ts assessment of the
importance of the creation of a world socialist system The
resolution of the Congress contains the following words®
“Our epoch 1s marhed by socialism spreading beyond the
boundarues of one country and turning 1nto a world system
with capitalism unable to halt this historical process
It 15 thus ustoric factor that was of such decisive 1mportance
for the subsequent advance of the national-hberation and
auti-impertalist movement This movement recenved and
continues to recenve tremendous moral and material sup-
port from the <ocynljst countries As a result 1t has become
feasible for many former colomes and semu-colonies to cast
off forcver the fetters of the shametul sy stem of colonialism
The <ucecsses of the national-liberation moyvement swnce
the st war have been determined by the following mam
factors: the Justorse victory of the Soviel armed forces i
the Second World War agmnst the three major aggressors—
Germany, Japan and Italy, the victory of people’s democ-
facy 10 n numher of Furopean and "Asian countries and
the <etting up ol a community of <ocinhist countrics, which
has to a certmn ¢ xtent immobilieed the main forces of
imperialism and became the deciapye factor of the pre<ent

—

YV L Lerln, Cotlected Soke, Vol 31, p 148 ”
:i;-‘on Congress of the CPSU, Vetbatim Report, Hues od, Vol 2,
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lstorical process and international relations, the defeat or
considerable weakening, particularly dumng the first stage
of the Second World War, of the original colomal powers,
Britamn, France, the Netherlands and Belgium 1 the strug-
gle aganst the younger imperialist plunderers—Japan 1n
Asia and the Far East and Germany 1n Burope and Africa,
the concentration of a considerable quantity of arms in the
hands of the colonial peoples by the end of the war which
greatly facihitated the tasks of creating and traiming nation-
al liberation armies, the development of rndustry 1 the
former colomes and dependent countries and the emergence
of a proletariat and commumst and workers’ partses actavely
mvolved 1 the national hiberation and anti-imperialist
movement and exerting a growing mfluence on the character
and goals of that mavement, and finally the all round help
received by the newly independent countries from the
USSR and the other socialist countries and the latter's
support of the national iberation movement of the peoples
of the colomal and dependent countries
These basic factors as a rule produce effect 1n conjunction
with each other, while the strength and sigmficance of one
or the other factor depends on concrete, historically shaped
pohitical, economic and other conditrons 1 each mdividual
country Under the influence of these factors the colomial
world has undergone tremendous changes since the last war
before the QOctober Revolution almost two thirds of man-
hind lived under the yohe of colomal regimes and at the
beginming of 4945 colomial possessions shill accounted for
280 per cent of the world's surface and 29 8 per cent of
the world population, wheieas since the last war dozens
of peoples 1n former colomes have gained their palitical
mdependence and migh on eighty new states have come
into being 1in Asia, Africa and Latin Awmerica This means
that the myth about the inabihity of the peoples of the for-
mer colomes 1o ren therr own aflawrs has been finally shat-
tered Thenewly hberated countries are now taking an active
part 1n international affairs Indeed newadays no important
miernahional question can be decaded without the newly
wdependent countries, to say nothing about the sociahist
countries Wiule 1n 1945 when the United Nations Organt
sation was set up 1t conststed of anly 51 states, now 1t has

2
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032 e ulees ancluding over Qulity states of Asia, A
and T oon Nierca Over the same poriod the aumbie of
socnadist ©untries belonging to the UN has doublad An
aml s situaton 1 to be found o the aganty of the
wmberticnal speealisid ogonercs (UNESGO, - W 10,
10 1A0 (o) Conscquently dmpermliom s covel
to be an ol ambracing system which bas posulted dnan
csentidly now world atuation Condittons have tahen
shupc which favour the cumplcte and conclusive liquidation
of the colonial system [ho entite course of the world histos
ry of revent decades prompts the complete and imat abol-
tion of the colonial system i all tte forms and mantfesta-
tions ™ [us was the profoundly sescntefic Marxest concluson
drawn 1n 1960 by the Moscow Mecling of Communist and
Worhers® Partics ! .

In response to an imtiative of the Soviet Union the 15th
Scssion of the UN General Assembly assued the Declhirt
tion on Granting Independence to Colonial Countries and
Peoples on December 1%, 1960 The 1esutng of thus Declara-
tion was extremely umnportant, if for no other reason than
for the fact that 1n 1960 over a hundred million people were
still Iiving under the colomal yoke The time that has
passed since that Declaration was 1ssucd 1s an extremely
short pertod 1f viewed lustorseally, yot 1t ushered 1n a whole
series of important events Under the 1impact of the nation-
al Iiberatton movement colonial régimes have been top-
pling one after the other They have been replaced by new
mdependent states including the Algerian Peoplo’s Demo=
cratic Republic, Kenya, Tanzama, Zambia, Uganda, Malant,
Guyana These years have also seen 1mportant strides
forward by the national hiberation movements of the peoples
of Mozambique, Angoln, ‘Portuguese” Guinea, and the
Cape Verde Islands which the 100,000 strong army of the
Portuguese coloniahsts 15 no longer able to keep under con-
trol * This movement has inspired the peoples of other

Y The Struggle for Peace, Democracy and Soclalism, p 66

2 The Portuguese Government spends on the maintenance of
the punitive forces 1n Angola alone (a 60,000 strong army) over 45 mil
Lion dollars a_year In 1969 Portugal spent 170 million dollars of
42 per cent of the national budget on 1ts colontal war agamnst the

peoples of Angola, Mozambique, Guinea (Bissau) See Le Figare
Apnil 28 and 29 and May 4, 1970
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colomes and dependent territories to follow swt, nclud
g those of South West Africa, the native population of
the Republic of South Africa and the Arabian Peninsula
The world has also witnessed turbulent developments 1 a
number of Latin Amertcan countries and taken all wmn all
the ranhs of the imperiahists have been thrown into disarray

The successes achieved by the national hberation move
ment 1 the course of this perod were however not confined
to a mere extension of that part of the world map now con
sisting of independent states and a broadening of the struggle
for political independence Changes in the nature of the
movement have also made themselves ielt 1n tlus pertod
a group of new independent states (Algeria, ARE, Burma,
Guinea, the People's Republic of Congo, Syra, the People’s
Republic of South Yemen, Libya, Chile the Republic of
Bangladesh, Peru and others) have opted for more profound
economic and social transformations and a more resolute
struggle against neocolomialism and rmperialism and have
set up a state sector in their economies nationahsing foreign
monopolies and banks and capitalist enterprises, confiscat
ing the estates of feudal landowners, and rmplementing
land and other reforms This circumstance 15 particularly
important since the essential distinctive feature of neacolo
malism 1n the economic sphere 15 activity directed not only
towards hulldozing the newly independent countries on to
a capitalist course of development, and making sure they
remain within the frameworh of the world capitalist economy
hut also towards preserving the power and influence of
forergn monopolies 1 these countries in order to continue
the explostation of therr material and manpower reserves

In recent years further strides were made by the move-
ment for African and for Arab unity and by the movement
for internattonal sohidamty that emerged in the common
struggle against imperialism and neocolonialism and assumed
an orgamsational form at the 1966 Havana Conference of
Three Continents

The movement for Arab umty took shape as a result of
the aspirations of the Arab peoples to throw off foreign
oppression (first Turhish and later Brtish and French)
When analy=ing this mosvement 2t should be borne 1n mind
that 10 the early post-war years monarchist and feudal
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svstems (xiste 1 in 4 number of Arab countries which nide
it po w1t for the neocolomalists to plny up contradictions
between varons monarchist groupings and thus devert the
enirgies «f the Arab peoples from the ant lmpcrmll!'»
struggle and to transform the Arab League mto an instru
ment of (he tmperalist military and political machine
The sottngup of the Baghdad Pact, the subsequent forma
tion of the STNIO bloc and other imperialist manoeuvres
were directed preciscly towards this goal Although atte
mpts on the part of the imperiahists to turn the moyement o7
Arab unity 1o serve thar own ends still continue the antt
mmperiabist trend 15 gamng the upper hand in that move
ment This 13 borne out by such rmportant events 18 the
collapse of the Baghdad Pact, the dismantling of British
military bases in Lgypt Irag and Libya, the growing de-
mands for all such bases still extant tn the Arab countrics to
be dismantled and the active support from the Arab League
for the peoples of Syria the Yemen, Oman, Aden ap

Algeriin therr strugglo for independence The Arab Legue
condemned the institutton of the Common Marhet 1n Europe
and the inclusion 1n 1ts sphere of action of various African
countries s associnle members and by way of counteract

ing this association adopted - resolution to set up an Ar1b
Common Market and introduced 1 number of measures direct

ed against the International O1l Cartel (as early as 1959 63
the Arab League had adopted n resolution on granting ail
concessions on terms more mn keeping with the interests of
the Arab countries concerned and Saudi Arabin Kuwait
and Labya set up 1n 1960 the Organisation of Arab Petro

leum Exporting Countries) ! These measures were aimed
against the dominance of foreign o1l monopolies and_the
International Consortium functiomng in the Middle East
and drawing colossal profits (ranging from 60 to 114 per cent
according to the individual country concerned) and at
ensuring greater deductions from these profits to be paud

! This 15 not to be confused with the O of Petrol
Exporting Countries (OPEC) to which belong Algerta Iraq Iran
Kuwait Saudi Arabia Libya Venezuela Indomesta Abu Dhabl

and Qatar Nigeria jomned the Orgamsation 1in July 1971 and
Ecyador —n 1973
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fgan / s
to Arab countmes an su'x:?a:gvthgmor’m:& dgvolop-
ment of this 1mportant eginonies

an agreement for economic mtegra e Arab countries
was drawn up, and rafified at the begmmming of 1964 As
a result the Council of Arab Economic Umty (CAEU)
was set up The original members were Egypt, Iraq, Syria,
Jordan and Kuwait, and later they were joined by the Yemen
and the Sudan In May 1968 the CAEU adopted a number of
wmportant resolutions (for instance, on the hfting by 1971
of restrictions on the wmport of mannfactured goods within
the CAEU, the complete abolition of wmport tamils for
agricultural produce 1n 1969 from 1964 onwards they were
reduced by an wnnual 20 per cent and tanffs for manufactured
goods by an annual 40 per cent) These resolutions repre
sented a weighty contmbution to consohdating Arab umty
md a counter move to provide defence from the Common
Market and Iscneh pressure The Arab couniries have made
considerable headway with regard to the mamn problems of
the struggle against 1imperialism, the policy of peaceful coexi-
stence and the struggle for peace whrch allowed them to work
alongside the countries of the socialist commumty Of parti-
cular sigmficance 1n this context were the Treaty of Friendship
and Co operation between the USSR and Egypt signed in
Curo on May 27, 1971 and the Treaty of Friendship and
Co operation between the USSR and Iraq signed on April
9, 1972 Collaboration with the socialist countries helped
Alger1a, Egypt, Syrin and many other countries ensure fur-
ther advance of their national-liberation revolutions and
mtensify therr struggle agmnst the imperahst powers

The expansion and intensification of this struggle 1s
borne out by 1 number of recent developments ten years
age 1 group of developing countries teok a first step
towards starting a jownt struggle aganst foreign ol
monopues by stvung ap Vae OPEC Tioweter 1 Yhe decade
that followed the ol monepolies did not expertence partic-
ular difficulties, while they continued to exploit the o1l
reseurces of the OPLC countries making colossal profits

The “oil battle’ began in January/February 1971 in the
course of negotiations hetween the OPLC ~countries and
the “Seven Sisters”, (Standard Oil of New Jersey, Royal

<
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Dutch Shell, Mobile Oil, Texaco, Gulf Oil, Standard ol °§
Califorma and British Petroleum) wluch origmally refuse
to atiefy the legitimate demands of the OPEG countres fof
a more fair distmbution of o1l revenues, hopmng to maxe
capital out of the contradictions within the OPLG Hown evel
the 011 monopohies miscalculated, for on ths occasioR the
OPLC countrics presented a umted front, as was bote
out by the results of the 22nd cmergency session © the
Orgamisation an Teheran (February 3-4, 1971) The 59:5103
decided that 1f any of the *Seven Sisters” had not acceple
the OPLC conditions by February 15, 1971, the membet
countries would take the resolute steps up to stopping 2
export of o1l and petroleum products through the compatY
concerned This decision had a sobering effect on the ol
monopolies and they were obliged to compromse On
ruary 14 they signed an agreement in Teheran with the
six Persian Gulf countrics undertaking to make oer to
those countries an additional part of the o1l revenues n
the 1971 75 period 1,200 million dollars in 4971 and subse
quent anerements up to 3,000 milhon by 1975; 11 thett
turn the six countries took 1t upon themselves not 10 put
fornard new demands 1n the course of the same pertod

After their first defcat at the hands of the OPEC
countries the American and British ol monopolies gr€%
obviously alarmed, 1n view of still tougher negotrat1ons
with the Mediterranean oil-producing countries (Algerh
Iraq, Libya and Sauds Arabia), whose o1l deliveres to
Britam, for example, constitute 40 per cent of her
imports At that period the British press noted with alar?
that winle 1n tho course of the Teheran negotiations the
question of Israch aggression had not been brought up, th*
could well be expecied 1n the sccond case This concern
alco swept the United States Zhe New Yorh Tumes publi-
shed a leader with a typically alarmust title “Surrender n
Teheran™ on Tebruary 16, 1971, which reflected the then
current mood

After tlus concession to the six countries of the Persian
Gulf the foreign o1l companies (Irag Oil Company, Most
Petroleum Company, and Basrah Petroleum Company
found themeselves obliged to <ign an agreement with the
Itaq Government in Icbruary 1971 (based on the terms ©
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the Teheran Agreement) under which 55 per cent of the o1l
revenues obtained 1n that country would be made over
to the Iraq Government After a conference of mimsters from
Libya, Algerta, Iraq and Saudi Arabia in Tripoli (Febra
ary 23 25, 1971) at wlneh the details of a common stand for
negotiations with British, French and American o1l com
panies were claborated, the monopolies grew particularly
alarmed at the stance adopted by Libya and Algena
who supply Western Durope with approuimately three
hundred million tons of oil On Tebruary 25, 1971 the
Libyan Government announced that 1t would negotiate
with the o1l companics on 1ts own terms the negotiations
would last for not more than two weeks commencing on
February 24, ncgotiations would be conducted separately
with each company, the price of o1l would be rased by
72 cents a barrel, 39 of wluch would be to cover tanker
freightage (the ‘Suez extra’), tax deductions would be
increased by four cents a barrel, the compames would
have to start paying the ‘Suez extra” bach dated to June
1907, or the onset of Israelt aggression, that had resulted
1 the closure of the Suez Canal and consequently 1ncreased
freightage costs This stand taken by Libya dealt an ap-
preciable blow at the super profits reaped by British Petro-
leum Iabya was afforded the firm support of Algenia, Iraq
and Saudr Arabia and on March 16, 1971 all four countries
warned the foreign 011 companies that 1if they did not accept
their terms o1l deliverzes would be stopped
Another 1mportant meident 1n the “oil battle’ was the

decision of the government of the Algerian People’s Demo
cratic Republic of February 24, 1971 wath regard to the
partial nationalisation of the French oil compantes so that
the Algerian Government would control 51 per cent of their
shares 1 ANl natural gas deposits were also nationahised
mcluding the equipment and bwldings already on the
premises The interests of the following socicties were nation-
alised Bociete frangaise des petroles d’Iran, Socrete de

! Compagnie frangaise des petroles {Algenie), Socute de parlicipa
tions petrolieres Socteté nationale des petroles d’Aquitaine * Compay
me de particapations de recherclies et d exploitations petrolieres
Compagme franco africaine de recherche petrolieres
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transport du gar naturel d'Ilassi-R'Mel a Arzew, Socmée
de transport par pipeline de 1'Est Saharien; (.‘AJ"\I)I\E‘“”{tB
transport pir pipehine au Sahara, and those of the Sociéte
nationale RLPAL were nationalised 1 part All the natio
nalised assets were transferred to the state company SON ;
RACII and attempts on the part of the French to drag 0“1
negotiations failed Nor did the official protest of the Frcnlcl
Government of Tebruary 26, 1971 have any effect on the
situation

In March 1971 the Nigerian Government also entered t}\fe
‘o1l battle” demanding from Shell-British Petroleum, Gult,
Texaco and other foreign companies installed in Nigenal
terrtory that the c¢1f prices they paid for Nigerian o
should be raised to correspond with the norms laid (lm\r"n
i the Teheran Agreement, which would increase Nigera's
annual o1l revenues by seventy mullion pounds sterltng
In May 1971 these companics had no choice but to sigd an
agreement to tlus cffect At the 24th session of the OPEh
mn Vienna (July 1971) Nigeria was admitted as 1ts elevent
member

Syria announced a sinular riso1n her ¢ 1 £ prices for crude
o1l 'on March 16, 1971 and in July 1971 Iraq Petroleum
Company was obliged to satisfy the Syman Government’s
demands for an ncrease 1n prices for the transportation 00
otl across 1ts ternitory to the Mediterranean from 24,400,00
to 34,400,000 pounds stering per annum The agreement
also stipulated that Iraq Petroleum was bound to pad
14 million pounds into the Syrian treasury to cover the
mterim period since 1967

In accordance with the resolutions adopted at the Tehe-
ran Conference of the OPEG the Venezuelan Goverament
also put up 1ts ¢ 1 f prices for o1l 1n March 1971 The Amer-
ican Creole Petroleum  Corporation, the major foreigh
mvestor 1n that country, announced on March 16 of that
year that prices of petrol and other o1l products would be
raised, attempting thereby to shift onto the consumer lh'c
main burden resulting from the Venczuclan Government's
Just action These counter-measures did not however mduce
the government to bring down the ¢1f prices for crude

1 Sce The Datly Times, Lagos, March 9, 1971
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ol on March 29, 1971 a bill wns presented to the Vene
zuelan Congress calling for the tramsfer to the government
of all the country’s oil wealth stipulating the institution
of state contrel over the activities of the foreign o:l com
panies up until 4983 when the concession contracts would
run out after which the concessions would be returned to
the government by the foretgn companies who would not
be entitled to any compensation The bill also stipulated
that payments be made by these compames mnto the Central
Bank of Venezuela that would provide a guarantee for the
proper upkeep of their property right up until the transfer
of the same into the hands of the government ! In June 1971
tho Congress and Scnate approved the bill and i August
of that year the Senate passed a law nationalising gas ex
tracting enterprises prolubiting in future the working of
gas deposits by mixed companies and placing this new
mdustry under the junsdiction of the Venezuelan State
Ol Comprny

The sohidarity of the Arab countries helped Iraq to achieve
yet another victory in the o1l battle with the foreign o1l
companies (members of the Irag Petroleum Company) who
on March 1 1973, were obliged to sign wn agreement reno
uncing ll thesr claims on Iraq 1n connection with the natio
nahgation of the Irag Petroleum Company (June 1 1972)
This agreement guarantees Iraq s sovereign mights to her
o1l The most important points n the agreement are the
following the compames agreed to satisfy the demands
previousty put forward by Iraq regarding compensation
pyments from the o1l companies amounting to 171 milhion
pounds sterling Iraq in her turn agreed to hand over to
the compames concerned 15 million tons of o1l by way
of compensation (for their ronouncement of all rights regard
g Iraq s o1} the companies turned over to Iraq the Mosul
Petroleum Company concession (free of charge) and agreed
to sell to Irag part of the o1l pipeline (some of the cost
of which was to be covered by the 15 mullion tons of o1l
mentioned earlier)

These and other developments testify to the continming
meensification of the struggle being waged by the develop

—
* See The New York Times Junp 1B 1971
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Ing countrics wgamst the domination of foreign monopoll‘if
which demand from the former guarantees of therr lug
prohits md ¢nsurance against any rishs They also Sh‘l’“
that the developing countrics can achteve tangible results
when they tak¢ a resolute stand or, still better, when they
act 1 coneert At the Sime tine they reflect the ever narrow
g opportunities 1n botl the economtc and political spheres
that still reman oben to the imperialist powers and conﬁlim
the conelusion drawn by the Central Committee of 2;”
CPSU with regard to the qualitatiye change 1n the nntlonﬂl
Iiberation mosement at 1ts present stage In the Ccn!l;iﬂ
Commuttee report to the 24th Congress of the CPSU Comrade
Brezhney stressed ‘The main thing 1s that the struggle foli
national hberation jn many countries has in practica
terms begun to 8row anto a struggle against explortatine
relations, both feudal and capitahst 1

The adoption of the Declaration on Granting Indepen-
dence to Colonial Countries and Peoples following on &
Soviet 1mttiative and the setting up of a speczal UN C”md
mittee for decolomsation (the Committeo of 24), entruste!
by the General Assemh]) with the task of claborating mea-
Sures to ensure the Implementation of that Declaration,
gave the young states a further opportunity to wage an
active struggle side by side with the socialist countrlt‘i
within the framework of the UN for complete and fina
abolition of colonralism and 1ts consequences Despate the
opposition of the colomal powers the 20th General Assem-
bly adopted a number of important new decisions 1n Decenm
ber 1965 demanding of Britain, Portugal and Spain that
they grant ndependence 1o therr remaining colones 1N
Latin "America and Africa and once more upholding the
right of all peoples to freedom and independence The Gen-
eral Assembly adopted a resolution with regard to the apph-
cation of the Declaration to the colomal countries and
peoples of 26 small 1slands, colonial possessions of the

and Britam in the Pacific, Atlantic and Indian oceans

Samoa, Guam, the Solomon Islands, the Bahamas, Bermuda,
the Seychelles, the New Hebrnides, Papua, the Gilbert and
Ellice Islands, etc The rasmg of this question was of major

_
* 24tk Congress of the CPSU, p 23
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mmportance for the national liberation movement insofar
as these 1sland possessions are used as outposts i the
struggle agawnst that movement and the young states The
chimax of the 20th General Assembly was the adoption,
agamn 1n Tesponse to a Soviet rmtiative, of the Declart
t10n on the Inadmissibality of Intervention in the Domestic
Affairs of States and the Protection of Thewr Indepen
dence and Sovereignty ! The adoption of this Declaration
+was important for the young states in view of the fact
that interference 1n their internal affairs by the imperinlist
powers had been inereasing and this had become one of
the most common forms of neocoloniahist oppression

The subsequent course of events showed that the Decln
ration on Granting Independence te Coloninl Countries and
Peoples of 1960 hecame n extremely valuable weapon in the
struggle of the colomial peoples for therr independence
Thus struggle 1n 1ts turn promoted the subsequent polarisa
tion of the forces of the national hiberation commumist and
ant1 1mperialist movements on the one hand and those
of neocolomalism reaction and aggression on the other
This polarisation was brought home particularly vividly
at the 21st and 22nd General Assemblies (1966 and 1967)
which adopted a number of new decisions in connection
with the struggle against colomalism and racialism, melud
g a decision concerming the abolition of South Africa s
mandate over Namibia and the nstitutron of UN trusteeship
over that territory and a decision on Aden The question of
South West Africa was singled out for special discussion at
the Exiraordinary Session of the General Assembly held in
Apnl June 1967 winch confirmed the resolution dopted at
the previous session «nd specified its terms

Thus within the UN as well natural co operation founded
on a community of interests grew up between leaders of the
national liberation mavement, the young independent states
and the socialist countries It 1s now clear for all to see
that the cxistence of the socialist countries headed by the

1 Adopted on October 22 1965 by 109 votes 1n favour with one
abstention {Greal Britain) Tle South Afmcan 1ortugnese Gamman
Honduran Cambodran and Albanian delegates were not present whetrme.
the vote was taken The Maltese delegate althongh present did
participate 1n tle voting &
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USSR which tie down the man forces of 1mperialism and
provide the national hberation and anti 1mpenahst move
ment with help and support, 1s of fundamental 1mP°““‘“ci
for 1ts expansion and development This atmosphﬁlef
businesshike collaboration between the socialist and newl
mdependent states i the struggle against coloniahsm an
raciaism came to charactersse many speciahised imternd
tional bodies An illustration of this 1s provided 1n the
proceedings of the 14th, 15th and 16th sessions of the Gel‘:
eral Conference of UNLSCO (1966, 1968 and 1970) on thd
mitiative of the Soviet delegation the UNLSCO Genera
Conference adopted a number of important rBSOlu'lons
{(UNLSCO s Tasks 1n the Light of the Resolutions Adopte
by the General Assembly of the Umted Nations at Its
Twentieth Session on Questions Relating to the Iagudatio?
of Colomahsm and Racialism, UNESCO's Contributiot
to Peace, on the restriction of Portugal's rights \Vlﬂlll:
UNESCO, etc), still more far-reaching and Slgmﬁcag
resolutions regarding these problems were adopted at L i
15th, and 16th 17th sessions of the UNESCO GC“‘?“‘t
Conference, the imtiators of which were again the soctalis
and developing countries

1t would take volumes to describe the aid and support
afforded 1n the past and still being afforded by the Soviel
Union to the peoples fighting against 1mperialism, agains
all forms and methods of neocolomalism Attempts by some
“theoreticians”, adopting an ultra-Left approach, to prove
that the Leninist policy of peaceful coexistence contradicts
the policy of supporting the national-liberation movement
are blatantly inconsistent The course of history has showd
that the policy of peaceful coexistence for countries with
different socinl systems does not contradict but 1s, on the
contrary, fully compatible with support for the peoples
struggling te aclieve therr national independence an
Iiberty and standing up agamnst the aggressive 1nlrigues
of the umperialists

“The USSR <ent signtficant aid, including arms, to the
Victnames<e people engaged in their heroic struggle against
aggression from the United States and ats allies It was
pointed out in the Central Committee Report to thoe 24th
Congrees of the CPSU. “The Soviet Union resolutely de-
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mands an end to the imperzalist aggression aganst the peo-
ples of Vietnam, Cambodia and Laos Our country has been
and wall be an active champion of the just cauvse of the
herotc peoples of Indochina’? Tho USSR and its practical
foreign policy have become not only the decisive factor i
restoring peacein Vietnam and maintainmng 1 1n allcontinents,
but also constitute a sourco of effective ard and support for
the natwonal-hberation movement Lal Bahadur Shastri,
the late Indian Prime Mimister, had the following to say
on this subject durmg hus visit to the Soviet Union m May
1965 “It 1s for precisely thus reason that close co operation
between the Soviet Unmion and the countries of Asia can
go a constderable way towards consolidating the future
mdependence and future prosperity of Asta The history
of co-operation between our countries in both the political
and economic spheres 1s marhed by sigmficant and 1mpres-
sive achievements " An important landmark m Soviet-
Indian relations was the Treaty for Peace, Friendship and
Co operation between the USSR and India that was signod
m Delht on August 9, 1971 3 It represented a new contribu-
tion to the consolidation of peace throughout the Asian
confinent Not only the friends of the USSR but also thas
country’s opponents now give due acknowledgement to the
large-scale and effective financial and technical assistance
which the Soviet people afford the developing countries

In 1964 alone several hundred industrial enterprises and
other projects were completed 1n a total of more than
20 rewly hberated countries, mncluding 34 enterprises and
workshops of the ferrous and nonferrous metal indusines,

over 30 engineering and metal-processing works, over
20 chemical plants and o1l refineries and more than 20 elec-
tric power stations Soviet aid to the developing countries

has smce almost doubled, and the number of students from

Astan, African and Latin American countries studyimng in

Soviel umversities and technical colleges has also doubled

in the penod 41964 and 1966, over the same penod the num-

ber of Soviet teachers, doctors and other personnel working

X 24th Congress of the CPSU, p 30

2L B Shastri, “Speech at a Reception 1n the Indian Embassy
1 Moscow on May 13, 1965° (Pravda, May 14, 1965)

3 See Pravda, August 10, 1971
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In twenty three countries of Asia and Africa has mcrcﬂ‘el§
four times over * Sovict loans, equipment and o,cclmwfin
experls have made 1t possible to complete the Ihgh As“ats
Dam wnd a numbcr of other related ndustrial pmlelfut
wlhieh will not only solve Egypt electricity problems "
also make possible” more than a 30 per cent 1ncrease .
the total cultivated area of the country Ths great schemn
has become a symbol of the fraternal ties and co-operattd
between the USSR and the Arab and African countnl:!:r
Thousands of Soviet experts are working 1n a large ““ml @
of developing countries helping to set up and revitd ‘al
their economies and promote thewr scientific and cultur
advance s

However the struggle against colomalism 1s by no m(«;an
over Now that a good 13 years have passed since the a 0{)0
tion of the UN Declaration on Granting Independencctl
Colonial Countries and Peoples, 45 territories with a to “s
population of 28 million are still subjected to cundxtwﬂs
of colonial slavery, not counting the 16 mullion African:
Living 1n the Republic of South Africa where they are expose
to conditions of cruel racial discrimination ts

Colonial rule which lasted for several centures left 1 2=
wake most unjust international division of labour, reduCc
ing the former colonies to little more than suppliers of t! 1
world’s cheapest manpower, raw materials and agriculturd
produce, and an cnormous economc gap between the mdus
trially developed capitalist countries and the developtn8
countries of Asia, Africa and Latin America This can i
illustrated, for example, by the fact that in the capitalss
states of Curope and the Umted States which account f“i
less than 15 per cent of the world’s population the annud
per capita income 1n 1960 averaged 1,800 dollars (in the
United States over 2,500 dollars and 1n the West Europealt
countries the equivalent figure was approximately 1,200 dol
Jars), while 1n the developing countries of Asta, Africa and
Latin America, where more than half the world's populatio?
15 concentrated, the average annual per capita imcome mn
1960 ws 137-140 dollars or thirteen times less The average
per eapita mcome 1n Asta for that year was 72 dollars, 18
Africa 89 and 1n Latin America 201 dollars Offical dat2
"TT23rd Congress of the CPSU, p 38
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put out recently by the Secretariat of the UN Regional
Commussion for Asia and the Far Last (ECAFE) show that
there has been httle change 1n the situation m the develop-
g countries 1n the mterim

Table 1

The Per Capita Gross National Product in the Developing
Countries yn 1920 and {9671

Gross Nattonal Product Population Arca
Share tn per Per caplta | Spare in per | Taken Tot;al
Deﬁ’:;?gr{:g cent {in dollars) cent whote o
(pes ) toral
cent 1{ln per
1950 ¢ 1967 | 1950 { 1967 | 1950 ( 1967 { tage) | cent)
Total 100 {100 {406 11457 {100 | 400 | 100 | 100
Latin Arser-
wer 2% ) 3B ) 256 w2 15 16 ) %2 k7Y
Africa 15 14 78 | 14 20 20 45 40
Middle East 2 4 | 13: | 342 2 2 [ 10
South  and
Southeast
Asia 47 44 78 | 102 63 62 17 19

It has also been calculated that the gross national product
of the USA and Canada tnken together exceeds the GNP
of all the Latin American couutries fifteen times aver, the
GNP for Western Europe, taken as a whole, exceeds that
of the whole of Africa ten times over, and the GNP of Japan
18 equal to that of all the countnes of South and Southeast
Asia Simlar comparisons can be made using other 1ndices
For instance, 1n 1961 the output of steel in the industrially
developed capitalist countries was 230 milhon tons and
of electric power approximately 1,750 thousand million
Lilowatt hours, while the correspouding figures for the
developing countries were as follows 12 million tons of steel
{Asa five milhion, Latin America four and a half mullion and

1 See Review of Asia’s Economic Growth in the 1960 s and Prospects
{:EPI‘IQ'ZOJ al’repared by the ECAFE Secretariat {UNESCO/Ainedas/
2p 3

30913
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Africa two and a half mullion)' and 160 thousand mlhon
kilowatt hours (Latin Amertca 76 thousand mulhon, ASH:
44 thousand millfon and Afmca 43 thousand milhod

The less developed countries accounted for a mere ten per
cent of world industnial production Per capta output 18
heavy industry in these countries 1s over thirty tumes less
than 1n the developed capitalist countries, and the output
of the metal processing 1ndustry 15 50 times less The total
value of annual industrial output for the whole of Afnca
(not counting the Republic of South Africa) 1s approxxmalely
three thousand million dollars, 1 e, less than the annual
figure for Sweden In the majonty of the young states there
15, as a rule, a shortage of qualified local personnel mdis
pensable for ensuring that their ecomomy, scientific 4%

culiural development get ofi to a new start The vast malont
ty of children 1n these countries have still not been giver
the chance to receive an education As a result 1n the twe?
ticth century—a century of discoveries, the appheat10s
of nuclear power, space exploration and other outstanding
scientific and  techmical achievements—there ore St 1
roughly 700 million 1llhiterates 1n the developing countries
and remaining colonies, a figure which represents about
20 per cent of the world population 3 The technological
revolution now in progress has virtually bypassed the major
ty of the developing countries This means that economic
bachwardness, low living standards, illiteracy of nattye
populations and hunger® are the legacy of the shameful
colomal system [he position 18 made still more serious y
the fact that the majority of developing countrics sl
remamn within the orbit of the world capitalist cconomis

! Yearbook of National A 2 york
tac, ero 1_I/ ational Accounts Statistles 1962, UN , New
apgoiathtical Yearbook 1962, U N, New York, 1963 pp 250
3 To figure would rach a thousand million it <emiliterates e
incluled (<ca W ortd Conferer ce of Mintsters of Iducation on the Fradl
;nw). of Iittera ; Teleran September 849 19¢C  Final RNeport

]

¢ \jprox mately 30 million peagle die of unger every year and
ag pr ximately 374 million people nn& livirgontiolrink ul}stzr\m“‘"

Intlewe u tricsevery thirl chal : ool
(A0 data) ery thir L child boen dics Eefore reaching a lulth



NATIONAL-LIBERATION MOVEMENT AT THE PRESENT TIME 3§

thus constituting the object of cruel exploitation by the
amperiahst monopolies. Monopohes from the imperiahst
powers exporl approximately six thousand million dollars
every year as profits on invested capital alonel

Possessing as 1t does an enormous arsenal of means for
mmplementing its neocolomalist policies, imperialist mono-
polies has come to constitute the main ohstacle in the way
of complete political and economic hberation and resurgence
of the peoples of the former colomes. Officially the United
States possessed a comparatively small colonial empire,
but that 1s only on paper. This aspect of American neocolo-
malism was aptly described by the late Prime Mimster of
India, Jawaharial Nehru, at the time when India was still
a Brtish colony. From prison he wrote to his daughter
Tndira Gandhi in the following words on January 3, 1933:
“...Do not imagine that the empire of the Umted States is
confined to the Philippwe Islands. Outwardly that 1s the
only empire they have got, but, profiting by the experience
and troubles of other imperialist powers, they have improved
on the old methods. They do not take the trouble to annex
a country, as Britain annexed India; all they are mterested
in is profit, and so they take steps to control the wealth of
the country. Through the control of the wealth it is easy
enough to control the people of the country and, indeed, the
land 1tself. And so without much trouble, or friction with an
aggressive nationalism, they control the country and share
its wealth. This 1ngenious method is called economic impe-
rialism. The map does not show it.... It is this invisible
empire that the United States of America possesses.”®

Nehru wrote those lines in 1933 since when the “invisible”
empire of the United States has extended its frontiers con-
siderably,® both at the expense of former possessions of
the European colonial powers, and that of other states and
territaries.

Yetin the present era not even the monopolhes of the United
States, the leading imperialist power, are in a position to

1 23rd Congress of the CPSU, p. 36,

2 L. Nstersjan, From Jliroshima to Bandung, 4 Survey of American
Polictes tn Asia, New Delhi, 1955, p. G.

3 Pomeroy William Jr., Americon Neocolontalism. Ity Emergence
in the Philippines and Asis N.Y., 1970, pp. 249-28,

3¢



30 \FOCOLONIATISM METIODS AND SANOEUSRES

stand up 1line to the pressures exerted by the national liber2
tion and int1 1mperialist moyvement Nowadays this move
ment 15 opposed not by individual colonialist powers but by
a united 1mpenialist front It was precasely to this end that
a speci il NATO Commtteo for African Affairs was set upil
1961 designed first and foremost to holster the colomal and
racist regimes 1n the Portuguese colomes Rhodesia the
Republic of South Africa and South West Afnica Itasno
secret that Portugal, being one of the small and least de-
veloped European countries, would never have been able 10
hang on to 1ts colomal possessions tn Africa which are moré
than fwenty times 1ts size and have a population half 25
large again as that of Portugal, were 1t not for the help she
received from NATO This accounts for Portugal 8 refusal t
fulfil resolutions adopted by the UN while she pursues opes
ly colomalist policies 1n her African territories What
18 more Portugal even resorts to open aggression agawnst
young African states as was 1illustrated by the nvasio?
of the Republic of Guinea by Portuguese soldiers and mef
cenartes at the end of 1970 which aroused the anger %
indignation of progressive pubhic opinion throughout the
world and was censured by the Securty Council of the
United Nations

A striking example of collective colonalism 18 pmvlded
by all the activities of the SEATO bloc that was ongmall)
concerved and continues to serve as a buffer agamst the
national liberation and anti imperiahist movement of the
peoples of Asia

Following 1n the US monopolies footsteps the West German
neocolonialists were the next to set up an mvisible empire
above all on the African continent using for this purpost
still more subtle methods With their tactics of hdde?
export of capital which takes the form of deliveries of ma
chunes and equipment that later entitle the suppliers to partt®
1pate 1n the control of the enterprises concerned they have
succeeded 1n penetrating deep 1nto not only the Portuguest
economy but also that of the Portuguese African ternitories
Suffice 1t to say that as early as 1965 the Federal Republic »
exports to Portugal and her colonies already excecded fouf
thousand mitlion escudos while her 1mports from the same
country accounted for only a quarter of that sum By resort
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ing to such “hidden” exports of capital the West German
monopolies (such as Krupp) were by 1965 already able to
donunate the iron-ore mining and metallurgical industries
of Portugal and Angola. The irrigation and afforestation
projecis and the building of aerodromes in Lisbon, Porto,
Faro and the island of Madeira are now being financed by
West German capital and the same applies to the fish-can-
ning 1ndustry 1n the Cape Verde Islands. The West German
monopolies’ economic penetration of Portugal and her Afri-
can colonies is supervised by the Joint Committee for Ger-
man and Portuguese Economic Co-operation that was set
up in 1960. The members of this committee included repre-
sentatives and confidential agents of Abs, Krupp, Siemens
and other leading West German industrialists and bankers.
This committee has as its aim to transform the Republic
of South Africa and Namibia into a “testing ground” for
West German industry.

The monopolies of the Federal Republic and the Republic
of South Africa often have recourse to the setting up of
“international consortiums”, for instance, the Johanneshurg
company IMEX Pty Lid., involving a wide range of foreign
investors, which was set up in 1967, The company was con-
ceived with the aim of establishing centrol over the economic
development of all southern Africa. One of the {irst trans-
actions concluded by this company with Malawi enabled
IMEX to control all trade conducted by the newly indepen-
dent state n return for the construction of its new capital
Lilongwe and the nccessary loans for this project which
the company guaranteed the Malaw: Government. Another
type of activity engaged in by IMEX is the supply of eco-
nomic advisers, who have already been employed by the
governments of Lesothe, Botswana, Malawi and a number
of other African countries. West German monopolies who
often act through South Africa in this part of the world
are stretching out their tentacles in the direction of Kenya
as well. Other strategic objectives of the West German
monopolist expansion in Africa are the Portuguese colonies
of Mozambique and Angola: i Mozambique it is their
South African representatives who are in the foreground
while the West German monopolies stay in the background,
however in Angola the West German neocolonialists act
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tn their own name, without using any screen. As far a8 et
economy 1s concerned Mozambique has long since et
dependent on the Republic of South Africa and serves &
the main source of cheap labour for the gold mines Sign
1cant 1n tlus respect 18 the construction of a dam on 1
Zambezr River at the Kebrabasi Rapids in Mozambig®®
that 15 bewng financed by an international consortium <ch
up by the International Development Association (a brant
of the International Bank for Reconstruction and Dcvelops
ment) The members of thus consortium seo the project 2
an 1mportant step 1n their plans for a ‘greater South Afnc?
hatched 1n Bonn, Lisbon and Pretoria, since on CDmPlcmi
of the dam the Zambez River will be navigable mght acte
the continent as far as Angola and will Iink the econom®
of Rhodesia, Zambia, Malawi and Mozambique still wort
closely with the Republic of South Africa The ambm““j
of the West German monopolies, liowever, are not_con “ed
to Africa, they also embrace Asia, the Middle East al’lt
Latin America To 1llustrate thus 1t suffices to point o
that m the courso of the last decade the West Cerme?
monopolies have succeeded, by means of easy term credil®
various channels for ‘aid” including the Asian Develﬂpmenn
Bank and other methods, in constderably congoltd 4"%
their influence on Asian trade, in doubling the volume ©
therr trade with Asian countries and thus becoming the
fourth most 1mportant trading partner in the area after
the Umted States, Japan and Britan) ! At the same e
1t should be noted that approximately fifty per cont ¢
West Germany's foreign investment, totalling 15,000 il
hon marks, 1s channelled"to Asia and that West Gormat
capital participates promnently 1n various “ad” progri®
mes, especally those earmarked for India Thus 1t caf
be scen that the Federal Republic of Germany has already
succeeded 1n establishing 1ts ‘presence” 1n Asia where 1t 13
now actively competing for influence with the other neocold
nialist powers Japan 1s also embarking on the creation ¢
ncocolontalist empire concentrating its efforts first and
I()l'[!lvl'\l)st on the countries of Southeast Asia

While noting the growing role of the monopolies 11 the
United States, West Germany and Japan 1n 1mp]em‘”""‘"g

T Seo The Far Eastern Economic Review, Hongkong, July 1970
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neocolonialist policies 1n the Third World, 1t would be wrong
to1gnore the old” colomal powers which are also adapting to
new conditions and who still have a firm foothold 1n thewr
former overseas territories It isimportant to remember 1
this connection that these colomal powers have the advantage
of rich experence 1n thus field Let us take Britun by way
of an example for several yeaws now the international
press has been discussing the comsequences of Britain s
withdrawal from the area Last of Suer’, yet British monop
ohes and military leaders are by no means hurrying to
withdraw Britain appears reluctant to abandon her milt
tary bases overseas despite the considerable financi il prob
lems now facing Bmtish impemalists Bmtish monopolies
still occupy 1mportant economie, financial and commercial
positions 1 a large number of developing countrics This
stands out clearly if we consider South and Southeast Asia
Despite competition from Americar, Japanese and West
German capital, British imperialists are waging an active
struggle to preserve their goip on thus part of the world
In the period 1966 70 state loans and credits made aval-
able by Bmtan to Ceylon amounted to 400 mallion rupees,
the respective figures for Singapore, Nepal, Pakistan and
South Korea were 50 milhion pounds, 5 milhon pounds,
120 million pounds and 160 mllion dollars (the last figure
relates to the period 1960 70), wiile the total British ard
to these countries 1 1969 was approximately 60 m:lhion
pounds sterling Private British imvestment 10 such coun
tries as India, Pakistan, Burma, Singapore and Malaysia
15 also substantial for example in Malaysin and Singapore
private British investment 1s estimated to be worth close
on 700 mitlion dollars

Britain's efforts to consohdate her neocolomahst pos
tions are facihtated notJonly by her “traditional ties and
relations with the former colomes butalso by the presence
i them of a ramfied and viable system of colomal 1nstt
tutrons of both private and public nature Without making
the necessary allowances for this fact 1t 1s difficult to appre
ciate how Britain still succeeds to this day in holding to
gether the thirty Commonwealth countries, and 1n maling
active usp of thus mstitution to further her neacolomalst
ends as can be seen from the outcome of the 18th Confer-
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0
ence of the Commonwealth heads of state held 1n Sclﬂéz’g;
i January 1974 The weakening of ties within the Ot Bait
wealth sharp protests from the African countries }? Afnes
un s deciston to resume supplying arms_to Sout. | e
and other differences neither led to the” collapse Coonf“
Commonwealth nor to the failure of the smgapored roph
ence that the American and West German press ha ’IJ\ImS
esied What 15 more Mr Heath the British Prime prale
ter supported by his fellow premiers from Aus colu
Canada and New Zealand achieved compfomlsecx les
tion with regard to both the Declaration of Prin ufenl
and the question of the sale of arms tothe racist govemnolh
of the Republic of South Africa Heath also pulled off 2 e o
er skilful manoeuvre at the conference when 1t Gta";mn
setting up a special study group to examine the st “es(e
i the Indian Ocean 1n order to counter the concern expr o
by the Asian and African member countries 1n connee e
with the construction of British and US rmlitary bases }l:eat"
Indian Ocean He tried to speculate on the Soviet t! bl
(invented by himself) in the Indian Ocean Tt 1s xnterc-”t o
to note that even The Tumes wrote sn those days ﬂ;}’
would be foohsh to regard this Fthe study group — tely
as more than a shight hope Those who feel pﬂss“’n; -
about the supply of arms to South Africa will go on d0Xfs
so_whatever the group recommends ' ~out

Colonialism 15 doomed no matter what resistance 18 Pw
up by the neocolomalists and despite therr attempts on
Iunch a counter offensive against the national hberntlCa
movement and even agaunst those countries 1 Asia Af’ée_
and Latin America that have already won political 19
pendence ® In conditions when the general crisis of capitd
1Sm 1s further deepening and the national hiberation ""c
ant: impenialist  revolutions gan momentum with t
power of the Soviet Union and the entirp socialist comm‘c'5
mty tymg up the main reactionary and aggressive forc
of the world the working people 1n the colomal countr:es
have the most favourable opportumttes for opposing impe

——
) The Tires Jenuary 21 1971 p 15 « of
” The evidence of t1 % §s a resolution adopted by the Ho e o

Rejrecentatives givine the USA tho “right” to armed Interfcrent

fn thoe internal affairs of Latin Ameriean countrics
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rialism. In conditions, when the socialist countries play
the leading role in the world revolutionary process, when
they influence decisively the course of the national-libera-
tion struggle, the partners in aggressive blocs and neocolo-
nralist policres find it ever more difficult to preserve their
domination 1n the former and remaining colonies. The fair
policies of and support rendered by the USSR, other socialist
countries and the revelutionary movement in the capitalist
countries to the national-liberation movement and developing
countries, compel imperialist monopolies and governments
to disguise their colonjalist policies, to change their
methods, join forces and even make concessions to developing
countries,

Even prominent figures in imperialist countries have
to admit that the colonial system of imperialism is falling
apart and no force on earth can stop this process. They
also see the need for doing away with the consequences of
thus system in the former colonies. And colonisers are ohliged
to start talking a different language adapting and modify-
g their methods and policies, including therr campaign
against the growing authority enjoyed by the USSR and
other socialist countries and their influence m the newly
independent states. The ruling circles of the imperiahst
countries mobilise their state machine, scientists and
experts to “study" the experience and influence of the social-
ist countries in the developing states in the hope of under-
mining that influence. To this end international confer-
ences, meetings and symposiums are held. The first interna-
tional conference for Western scientists and experts was
held in 1956 in Stuttgart under the auspices of the German
Society for East Buropean Studies, which however ended
in fiasco. In 1958 a simulor meeting was convened in Bad
Ausse (Austria) to debate the issue: “The Soviet Umon:
A Model for Asia? In September 1960 a further internation-
al conference was sponsored by the Japanese Society on
Communism in Europe and Asia at Lake Kawaguchi (Japan)
However the most important conference of this type held
at the period in question was that organised by Professor
Kurt London (who had been an active figure at all the
previous meetings), Director of the Institute for Sino-Soviet
Studies at the George Washington University. It was held
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1 Athens 1n September 1962 and attended by internationd!
affairs experts from twenty two countries ncluding « nu®
ber of countries 1n Asia and Africa The conference met to
discuss The Non Aligned Afro Astan Countries 1n a Davice

World Approximately sixty specialists took part 1 the
discussions  Representatives from the Western countn®
opened the attack against the non-aligned countries for thert
friendly atttude towards the USSR and other social
countries Particularly vociferous in this respect weré o
Amenican delegates (Kurt London, Ruppert Emerso? who
read 1 paper entitled Colomalism Yesterday and T"dayt,
and others) who tried to prove that colontalism was & thuns
of the past and that the traditional colomal powers were
to blame for all the present difficultics Yet these academt
papers presented by Western delegates gave rise 10 Protesi
from the Astan and African experts present and the confer
ence was soon deadlocked XKurt London was obliged “f
admit that the American play for an effort to forget Pasd
bitterness agamst the former colomialsts’ had prove)
nacceptable to the African and Asian representaltves

Attempts on the part of Ruppert Emerson to demonstralé
that the USA and Japan, and not the socialist countr®
were affording assistance to the national Iiberatron MmO
ment and the young states of Asta were, with every yustt

ficatron, assessed as a desire to detract from the 1mportans®
not only of the role of the Soviet Union and the other socid

1st states, but also of the national hiberation moveme!

1tself It therefore did not come as a surprise that this confer
ence, Iike many of 1ts_predecessors, did not prove 2 SU¢
cess”, for the experts from the 1mperialist countries %%
unable to reconcile their point of view with the stand adopted
by those from Asia and Africa Indeed, the specialists from
the 1mperialist states as they expounded their argume? ¢
tried to ‘forget” such historical landmarks of lastmg 1mpPoF
tance as the Great October SociahstjRevolution, the victor
of the Soviet Union over German faseism and Japantst
militarism, and finally the active heip and support afforde!

the national hiberation movement by the countries of the

' New Nattons in @ Diuided s
World elatle
of the Airo dsian States New s otk Lanarns Yot mationgt I



'

NATIONAL-LIBERATION MOVEMENT AT THE PRESENT TIME 43

socialist communmity They chose to forget’ thatthe October
Revolution provided the turning point in the advance of
the national hiberation movement” !

However, not all delegates to the conference even from
‘Western countries, agreed with Dmerson for example Pro
fessor Jane Degras from Oxford Umwversity, in her paper
The Communist Attitude Toward Colomahism (to 1941)
remunded those present of the constderable influence everted
by the first Russian Revolution of 1905 on the national
Iiberation movenents 1o Persia, Turkey, China and Afghan
1stan, laying special emphasis on the sigmficance of the
Great October Revolution which had introduced « funda
mental chinge ® to the character and essence of that
movement Since then conferences of a simular type have
been beld annually This enables the monopolios of the
1mperialist powers to set their experts not merely the task
of justifying thewr neocolomalist polictes but also perfect
ing the methods and manceuvres employed and modifying
them to swt new conditions Not only scaentists® and poh
ticians* have been elaborating new colomal methods and
perfecting old ones Engaged 1n this work are also the govern
ment and legislative bodies of the imperialist powers eager
to protect monopoly interests It goes without saying that
not all documents and research findings of this type are
made public In February 1968 news of secret research
undertaken by Douglas Aircraft for the Pentagon under the
heading Strategic Alliances and Military Targets was
leaked to the press Ths was reported to mclude detarled

X Preparations for the Fiftleth Anniversary of the Great October
Soctalist Revolution Decision of the Central Commttee of the CPSU
on January 4 7

2 New Nations in_a Divided World p 28

% See for example Ruppert Emerson From Fmplre to Nation
The Ruse to Self Assertion of Asian and Ajfrican Peoples Harvard
Umversity Press Cambridge Massachusetts 1960 Melwill J Her
komuts and Mitchell Harwits Economle Transition in Africa London
4664 AlvinZ Rubinstern The Soviets tn International Organizations
Changing Policy Toward Developing Countries 1953 1953 Princeton
Umversity Press Pnncelon New Jersey 1984

4 See for example Chester Bowles The Coming Political Break
through New York 1859 JYames Morns The Road to Huddersfield
A Journey fo Five Continents New York 4963 Edward S Mason
Forelgn A1d and Forelgn Polley New York 1964
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proposals as how to go about preserving  world hcgl‘m?”;z
m the future This research project” cost the Pentag :
mmnety thousand dollars The authors of reports and rcsearin
papers on such subjects try to recommend more attnctnles
ways of winming sympathy’ 1n the developing countn "
and how best to weaken the nfluence of the honest polldClm
of the socralist countries vis a vis the mewly indepen :ts
states which often disrupt the schemes of the neocoloniali ’
0 some surveys! by oxperts like Professor Ruppert Emt?k
son referred to earlier, however there 1s no denying h“ﬂ_
neyed attempts to prove that the peoples of the 1'ormll
colonies would be unable to develop their own economy ‘*o
culture let alone become really independent were 1t ffn
for the help of imperialist tutors In s work wme .
the same old story about enlightened colonialism desngﬂtes
to demonstrate that the emergence of new 1ndependent sta e
on the ruins of former colomal empires 1s nothing Mo
nor less than the result of the avilising  mission carrlie
out by the old colonial povwers Emerson also tries to acc!
the USSR and other soctalist countries of giving 2
to the emergent countries for propaganda purposes o
Similar documents have been published 1n Bntan b
government White Papers annual reports of the Colom "
Plan Consultative Commuttee etc Similar papers ﬂ;s
drafted and published 1n West Germany where an enormo .
apparatus has been set up to pave the way for the exp:m‘l')S
of that country s monopolies 1n the developing shles
1t ncludes close on 250 state and private org-\msntwl]’d
dealing with questions of aid for development It shov
be noted 1n this connection that West German state-monop
oly capital succeeds particularly effectively n disguisig
the true aims of 1ts expansion 1n the developing countries
frequently resorting to democratic and even socialist
slogans so as to push 1ts new model of the third road 2§

an alternative to some kind of socialist orientation

iExclusive and bloc orgamisations regularly pubhish a va
riety of matenal and specrahised reports on aid to develo!";g
countries these mnclude the EEC or Common Market the

Orgamisation for Economic Co operation and Development

t Ruppert Emetson op et
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(OECD),! the Orgamsation of American States (OAS) and
others, whose activities are closely hnked with the pohicies
of the prmcipal members of these organisations
The diplomatic and propaganda bodies of the main 1m-
perialist powers have also been stepping up their activities
m this sphere Esery year the US State Department sets
up more and more affiliated services, commtiees, etc In
1966 alone the Policy Planmng Council, which 1s also con-
cerned with relations between the Umted States and the
developing countries, set up two spectal tonsultative groups
one of these was to examne problems connected with the
current economuc growth and development of the independent
states (1ncluding problems of “a1d" in the form of food sup-
plies) of Asia, Africa and Latin America The other was to
draw up long term plans for work 1n this field taking into
consideration relations between the socialist countries
and the Thurd World At the end of 1966 the State Depart
ment set up another new body, this time an advisory council
attached to the Near Eastern and South Asian Regional
Bureau This counci! was to 1nelude not only economsts
and international affairs experts but also a large number
of former ambassadors and top ranhing cival servants With
sumilar ends 1n view the State Department also orgamses
rogional US diplomats’ conferences For 1instance, 1n
December 1966 a conference for the US diplomats from
sixteen African states was beld 1 Addis Ababa at which
US strategy and tactics 1n the given continent were dis-
cussed The conference, chaired by Joseph Palmer, Asuis-
tant Secretary of State for African Affairs, resolved that
US pohiey 1n Afnca should take the form of more active
ntervention 1n the affairs of the African states, firmer oppo-
sition to combat the national hberation and ant: 1mpenal-
1st movement Commenting on this conference the Nigerian
poper West African Puot wrote The catalogue of eomer-
t See The Flow of Financial Resources to Countries in Course of
Economic Development, 1055 1959, OECD, Panis 1960 ZThe Flow of
Financial Resources to Couniries in Course of Economic Development
in 7960, OECD, Pans 1964 The Flow of Financial Resources ta Less-
Developed Countries 1956 1963, OECD, Panis 1864, Development Plans
and P 3 (Studies in Devel ), Davel Centre of
the OECD Pans

1963 Development Assistance Efforts and Policies
1966 Review, OECD, Pans, September 1966, etc
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denccs, if strung along with previous ineetings of this lli\cl:l:"
18 Loo great to be regirded as a mere acerdent Tow e
the string of changes of governmentis 1nt A.fnffl Foreit
followed the mceting of May 1905 be explained? fhcb oatwﬂ
Policy Association of America also assistsin the elabor Jnge
of new, more attractive’ forms and methods for dei;mn
with the developing countries 1t organises annual con
ces devoted to various aspects of US foreign p(lllc)'ll is of
All this demonstrates that the old “classical” mel °a w0
colonialist plunder and pillage are gradually giving W 3;m
new more subtle methods of oppression and S}"Stimt e
exploitation of former and existing colomes, Whlg
essence of colonial politics has remained unchange

1 West African Pilot, December 23, 1966
2 See The New York Tumes, May 28, 1968



CHAPTER I
NEOCOLONIALISM AND ITS METHODS

In the current world situation the imperialist monopolies
are no longer able to rely on the efiectiveness of the old
“classical” methods. Now that they are abliged to adapt to the
new situation they disguise their colonial policy, medifying
old methods and evolving new ones for its implementation
and altering their strategy and tactics. The changing course
of history has given rise to a whole serics of new meth-
ods and manoeuvres that characterise neocolonialist poli-
cies.

The term “neocolonialism”dhas made a firm place for
itself in historical jargon although it is often defined and
interpreted in a host of different ways. While making no
claim to a cumplete or exhaustive definition of such a com-
plex p lonialism in the internation-
al arena of the prescnt period, a modest attempt at such a
definition is necessary before proceeding with this
analysis,

Neocolonialism is the colonial policy of the era of the general
crisis of capitalism and the fransition to socialism implemented
by the imperialist powers in relation o the former and existing
colonies by means of more subtle methods and manoeuvres so as
to propagate and consolidate capitalism and impede the advance
of the national-liberation movement, extract the largest pos-
sible profits and strengthen the economic, political, ideological
and military-strategic footholds of imperialism.

One of the most important methods typical of loniali
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18 the introduction of new forms for the export of mlﬁ”c’gzl
and finance caputal (the creation of mixed societies an -
panies 1international and private funds, corporation o
consortiums, the securing of assurance against Tisks lﬂu' .
nection with capital investment, loans and credits 0ahon
one hand, and with profits on the other, the appraxutnmn
of financial bodies to objects of oppression and expl(g 3“1“

the concealed export of capital, etc ) Others 1nclu eforms
and development programmes, trade practices (various I,
of non equivalent exchange, dumping, protectionisth s
practices tn the chartering of cargo vessels, etc ), am; o
to rehinquish no more than the outward trappings of P";Wy
independence to former colones, the establishment n[milml
bases and blocs, various types of intervention in the lﬂ;’;‘m
affairs of the developing countries, the fanmng of armé o
flicts and local’ wars and attempts to use internaliond h
regional organisations 1 the interests of neocolonialist P! s
¢y It should be noted that these and other neocolomn;her
methods are used, as a rule, in conjunction with each 0 .
and varations depend on the situation pertaimngin ? glo—
en country Moreover the active opposition to ncOC;’hﬂ
nialist policies on the part of the Soviet Unton and e
socialist countries and the developmng countries * '~‘ng
selves compels the 1mperialist monopolies to keep perfcch i
their methods and manocuvres, think up new ones al

un
even make certun concessions to the developing €0
tries

i MLW FORMS FOR THI EXPORT
OT INDUSTRIAL AND FINANCE CAPITAL

In 1 study of ncocolomahst methods 1t 1s 1mperative to hl,
prime emphasis on various new forms for the export of tﬂ."”ﬁw
as one of the main methods through which the peoplo of v
remuning colonies and newly m(lcpendcntstulcsnrcopf""'&‘i‘!
and systematically plundered 1he imperialist monopos!
hawve frequent recourse to thus method In order to explo!
manpowcr resources and the natural wealth of the dcvelop":i
countnies, since It secures them high profits While priva r
American overseas investment in the fmmediate post-*3
years rose in value (making allowances for reinyvestment
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by an average of 2,500-3,000 mlhion dollars each year,! the
annual profits from direct investment exceeded the total
capital exported in that particular form many times over
for example over the period 1957 60 the total direct Amerz
can private investment 10 all developing countries 1ncreased
by close on 1,830 million dollars while profits over the same
period reached 6,000 miilion dollars Or again between 4951
and 4954 the profits of foreign monopolies 1n Latin America
totalled 3,270 mullion dollars, wlile the actual inflow of
private foreign capital over the same period accounted for
a mere 662 million dollars ® According to Clule government
figures Americap private investments 1o Latin America by
June 1969 totalled 12,000 million dollars, while the profits
gleaned from these countres by the USA exceeded the net
Amencan prnivate investmment by 764 mmlhon in 1962,
804 mihwon 1 4983, 895 milhon in 4964, 965 mihion 1n
4966 and 1,022 milhon 1 4967 Data compiled by the
Inter-American Committee of the Alliance for Progress
reveal that the total profits reaped by US monopolies
m 1969 in Latin America totalled 2,440 mmnlhion dollars,
700 mullion dollars of which were accounted for by profits
of US o1l companies 1n Venezuela

Even US politicians feel themselves obliged to call
attention to this state of affairs. for instance Senator Charles
Mathas, Jr , pomnted out the following, Capital flows from
Latin Amenca and anto the Umted States are now over
four trmes as great as the flow south The countries of Lat-
i America, 1n a way, are actually giving foreign aid
to the Umited States, the wealthiest country n the
world '3

A stll more graphic 1llustration of tlus situation 1s prosvid-

! The total value of US direct invesiment overseas 1n 1964 was
44,000 million dollars and the equivalent figure for British :nvestment
tho same year was 5,500 milion pounds sterling Tho total valuo
of US direct anvestment abroad for 1968 was 64,700 mullion dollars
Sea Wall Street Journst, October 28, 1969

* Direct forergn private investment in Latin Amersca in 1964
totalled 44,500 million dollars

? Gunnar Myrdal, The Challenge of World Poverty A ivorld Anti
Poz;géy Program in Qutltne, Washington, Pantheon Books 1970
P

40913
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ed by various other countries. Between 195332[15[1001000
the mnflow of foreign capital to Morocco totalled 4 ,’,ldelll .
dollars while the outflow (tn the form of interest, l.,oﬂmmst
cte ) exceeded 770 million dollars lhe Peruvian ‘:1 195068
Carlos Malpica has calculated that over the perio 341 ml
American monopolies exported capital totalling epenod
l1on dollars to Peru, while their profits for the samd by the
reached 1,512 million A similar picture 1s pl‘o‘”ﬁe Centrel
Philippines according to figures put out by the creast
Bank of the Philippines total foreign nvestment ég while
by 154,340,000 dollars between 1960 and July 19 dollars
profits from that 1nvestment exceeded 386 mullion
over the same period 15 con

Thus the mperwalist monopolies are glearing P! oﬂelapl"g
siderably in excess of the capital they export to the dev
countries ts, coll

1t 15 the o1l companies that reap the largest profitss ete
panies that until recently have been 1n almost colﬂﬁ ol
control of the extraction, processing and sale of ol i‘n the
products 1n many developing countries, partmularlyﬁrall
Middle East, Venezuela, Colombia, Argentina, ublic
Bolivia and also1n Africa (Somalia, Algeria and the P\gg the
of South Africa) For instance, between 1954 and 19 Stan
American companies Tropical Otl, Texas Petrole“m'shell
dard Oil of New Jersoy and the British Royal Dutch the
which together are exploiting almost 22 million acresi1?
o1l centres of Colombia (Iibu, Casabe, Cautagalw,t of
Duficil, ete ), 1nvested 716 million dollars and took uu‘m_
Colombia 893 wullion dollars over the same period Ho“l‘ilch
the latter sum 1n no way represents the total profits, W fits
are considerably larger “An 1dea of the scale of the plioscr
gatned by the o1l companies can be obtained via a ¢ G:('S
look at the example of Venezuela According to the fig ce
drawn up by the Inter-American Commuttee of the Alll“ula
for Progress, the profits of the US o1l compantes ,n\’encz;lfls
for 1969 alone came to close on 700 muillion dollars (b
therefore no mere coincidence that the major part o Med
American monopolies’ foreign investment 1s channe i1
to the o1l industry, a fact which 1s clear from the offic13

figures drawn up by US Department of Commerce lete
below.
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Table 2

Foreign American Investment* for 1962 68
(n thousands of mulions of dollars)

¥ ear Total PrOTR fudstrg
1962 357 163
1963 404 18
1064 455 193
1965 597 2 36
1866 709 217
1967 79 326
1968 7 o+ 300

* Including runvestments
** Including dircct private mvestment —
5,270 million dollars

It 15 precisely the high profits obtmined from nyestment
m this field that account for the ferocity of the battle for
a1]” waged by the monopolies both with the developing coun-
tries and hetween themselves In regardto this hattle’ the
‘conquest” of new regions that do or may contain rich ml
deposits has assumed vital 1mportance For example, by the
end of 1970 sixteen companics engaged directly or indirectly
1n the search for now o1l deposits were at work in the Repub-
lic of South Africa A deal has been concluded between
American and Japanese o1l compames for prospecting and
opening up o1} deposits 1n South Vietnam In this connection
e major Japanese oul compames set up 2 jont company
for o1l prospecting and extraction in the Mehong Valley
1 March 1971, The sharcholders 1n the new Ocean 011 Com-
pany nclude Japan Petroleum Devclopment Corporation,
Mitsubishs Shop Kamisha and Mitsm & Co The Smpon
regimo has already granted concesstons for the prospecting
and extraction of o1l for a period of five years to the
Awmerican company Gulf il Corpuration and ¥apwm’s Ocean
01l Compny.

At the end of 1970 the US Continental Oversens Ol Com
pany concluded an agreement comcerming o1l prospeeting
m Niger (1n the Niger Valley and the neighbourhood of
Lake Chad) Texaco, Bishop Oil and Global Lrergy compa

} New York Herald Tribune, Paris, November 9, 1966 W all Street
Journal, October 28, 1969

ey
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nies havo also obtnned kicenses for prospecting 18 ¥
country Con

On March 11, 1971 the US International Pe"mlcl‘:',;n;,gned
tinental O1l and Supcrtor Oil (Cahifornia) coml““;:co strol,
a _contract with the Colombian State Company, art gﬂhat
allowing them to start prospecting in the eastern P ortalion
country and providing for subsequent jont exp. a1f mil
of deposits 1n an area covering nearly twno and 2 Ghell 83
lion acres In mud March 1971 the Ang]o-DUlChme sout
nounced that it had discovered oil deposits off
coast of Gabon 184

So the continuing battle for a1l’ hct\vecfl the de‘:,el‘s’glcﬁ
countries and the o1l monopohes, and the “q1l fever oo
has infected the latter testifics once again to the eﬂsmen‘
advantages to be gained from this type of mveelopl“g

The economic and financial explortation of the dev! ocolo
countries 1s of prime rmportance in the context of nln the
nialism  While pursuing basically similar ams a8 bave
past, neocolomialists tn the current situation “o“{,e old
recourse to now manoeuvres for implementing ! Th the
aims, and this applies also to the export of capital for 1he
post war years a number of new trends and forms tgut of
export of capital developed, one of the most 1mpor et
these being the creation of mized companes and Soa ow
wvolving local capital The essence of thus trend 15 0 § the
the participation of local capital 1n the economic Ife 0n o
developing countries and give the latter the xlluslonml
‘collaboration” or ‘partnership’, while retaimng 0 here
over the economies of such countries Insofar as eveﬂi the
the outlays on manpower are still small 1n view O ofits
Ingh rate of exploitation of the native population, the pr yed
obtained by the monopolies investing capital 1n the mlhud
societies and companies are still very hgh This met n
13 also made wide use of by the American monopolies
Thailand (where 11 mixed companies have been sct “gré
Tawan, the Philippines, Hongkong (where there ¥
200 mixed and regional compames, societies and bab .y
Malaysia, Singapore (close on 20 mixed cmcrl‘"s'i‘le;
India {close on 40 mixed projects) and a number of ot ch
countries British, Japanese, West German and Fren
monopolies also apply this method
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Another new trend discernible in present-day neocolo-
njalism is to shift the risks mvolved in foreign investment
onto their own governments or the governments of the coun-
tries to which they are exporting their capital and at the
same time to secure from them guarantees of superprofits.
Under pressure from the monopolies fearing nationalisation
and other hazards, the US Government, for example, not
oply guaraniees to make good losses but also imposes on
the governments of many developing couniries agreements
guaranteeing the monopolies a number of other advantages
and privileges at the cost of those countries. Similar agree-
ments have been imposed by Britain, the Federal Republic
of Germany, France and other imperialist powers on many
former colonies

Thailand provides a good illustration of the practical
repercussions of this policy. At the demand of the American
companies the Thai Government issued a special law in 1962
which granted American investors the following guarantees
and privileges’: the Thai Government guaranteed not to
set up any enterprises anywhere in the country which might
compete with the enterprises of the foreign companies;
permitted the said companies and enterprises to purchase
land on a scale exceeding that laid down for local compa-
nies; guaranteed not to obstruct in any way the export of
the output of these enterprises, to prohibit the import of,
or raise duties on goods that might compete with those
put out by the foreign companies® enterprises. In addition
an agreement between the United States and Thailand
stipulates that with regard to investment in Thailand the
US Government has the right to guarantee compensation
for any losses incurred, even those resulting from possible
war. The passing of this law facilitated to a considerable
extent the penetration of the Thai economy by American
private capital. The Thai Government which is becoming
increasingly dependent on the US monopolies was obliged to

become a party to the shameful war in Indochina. The
Americans wero not only using military hases situated
in Thai territory for air attacks on the villages and towns
of Victnam, Laos and Combodia, but also compelled

} Industrial Pacvestment Act BE (1962).
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the Thu Government to 1nerewse the contingent of Tha
troops fighting 1n Vietnam to protect the interests of the
American monopolies Many developing countries (states
n the Persian Gulf, Iraq, Libya Algeria, Nigena, Vet
zuela etc) as pointed out earher, have started acttvelf
opposing the domination of foreign monopoles, meloding
the sphere of capital investment

Another means of exporting capital typreal of neocolo
mahism 15 the creation of nternational private junds o
sortwms and corporations designed to sccure favourable
premvestment conditions” for the imperialist monopolies
In the developing countries These funds as a rule grant
small loans and export mainly portfolio capital The Atlan
tic_Commumty Development Group for Latin Amerc
(ADELA) provides a good example It was set up with tbe
cov]l'\boratmn of 120 private compames and banks from
Western LCurope the United States, Canada and Japal
Within i1ts first yew ADELA had granted loans to Branl
Ecundor, Nicaragua and Chile totalling a mere 5 750 000 dol
lars while 1t sold over the same period over 20 million dol
lars’ worth of shares In April 4969 the South African Intef
national Consortium was set up in order to acquire ©
concessions in Angola Its members include Britan$
General Aining nd Finance Corporation (30 per €em
holding), the South African National Lafe Assurance Com
pany (SANLAC) (21 per cent holding), the Anglo Americal
Corporation of South Africa (18 per cent holding) and Johat
nesburg Consolidated Investment (5 per cent holding)
Local capital 15 also frequently encouraged to participat®
in the setting up of these international funds for exampl¢
India and Pakistan participate alongside the leadind
lpv:gﬁrmlhl powers 1n the Indus Bauin Development

The granting of loans and credits of both a private and
government vaniety has long <ince become not only oné
of the maln forms for « xporting eapital but also one of the
major levers of neocolonialist policles The new aspect of this
metho ! now diccernible 15 the shifting of the risks tnvolved
in external eredits on o the government  theough which the
monopc lies «ccure frr themnselves the <ame  adsantages
which in the past they hal obtalned through the export
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of capital in its traditional forms. Post-war experience has
shown that this provides the most reliable gnarantee for
exporters of finance capital to the developing countries,
insofar as it enables the monopolies and banks to retain
all their former advautages and shift the risks on to the
government, or to be more precise, the tax-payer

Brazil is one of many countries whose economic develop-
ment has been afiected by the™shackling conditions attached
to such loans and credits granted by the banks and govern-
ments of imperialist states. After the last war Brazil decided
to industrialise within the framework of state capitalism.
Brazil’s economic dependence on the United States and
her backward economy necessitated importing not only
equipment but also raw materials. In 1958, for instance,
these goods accounted for seventy per cent of Brazil's
imports In view of fluctuating prices for Brazilian exports,
including coffee,® Brazil is not in a position to make full
use of her export earnings so that a large proportion of the
Iatter fall again into the hands of the American monopolies
As a result despite the fact that Brazil's trade balance for
the ten years 1947-57 improved considerably, her halance
of payments remained unfavourable (—1,502 million dol-
lars), In practice this meant that during the given decade
while exporting valuable commodities on a substantial
scale Brazil had remained in debt to the United States and
s0 as to cover these debts had been obliged fo turn to that
country, the IBRD and IMF for further loans. As a result
by the beginning of 1959 Brazil’s external public debt’ ex-
ceoded one thousand million dollars,® and by 1961 it had

* Over 300 US firms are installed in Brazil and the total values
of privato fnvestments alone had reached one thousand million dolisr
by 1966, See The Christtan Setence Monttor, January {1, 1966

? Coflee is Brazil's main export commodity and in 1966 accounted
for 60 per cent of the country's total exports {in terms of value).

3 Between 1946 and 1959 Drazil received the folloninz™loans
from the I'xport-Import Banh of the United States—1,337 malion
ollars; in accordance with an agreement cancerning deliveries of
Amenican agneultnral *surplnses™ 150 mihon (between {956 and 1959);
as technical *aid” forty million dollare; from private US banks—
258 million {until the end af 19581; other privata laang accounted for
150 mullion. Thus over the period 19%6-58 Brazil's debts have grown
by more than 4,900 million’ dollars
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reached 3 800 m:llion dollars and has beCl’:l grgot::égd the
since On December 31, 1968 tlus debt l}‘} ;:,ther words
colossal figure of 4 300 million dollars? In ult of long
Brazl s cnormous debts are virtually the fiesbnnks
yewrs of exploitation by US monopolies an Urquidr e
According to Mevuican economist Victor h?i reacke
external debt of Latin American countries Tl?e externd
10 500 million dollars by the end of 1964 ten thousa?
debt of all developing countries had reached te ot 64
miklion dollars as far back as 1955 and by the e or filteet
the figure was thirty thousand mllion dollars concerne
per cent of the total revenues of the cmmtnest rnal debt
for the given year On December 31 4969 the el‘l en dollars
of 81 developing countries exceeded 59 000 m1 '8 milho?
(Asta and the Middle East accounted for 26 0(1)7 680 mt
Africn for 9180 million and Latin Amenca for 4 fivo thot
lion) while payments to cancel this debt totalle tos ho®
snd milhon dollars in the same year 2 This 11lustral oans
financial ard to the developing countries (lnCI“dm%ormn
and ecredits) serves n practice to accelerate the ex! coun
of the already meagre financial resources of these
tries d sub
The geographical distribution of loans credits an tions
sidies corresponds almost exactly to the concentratl
of the imperialist powers’ industrial capital e}(l"’”st the
loans credits and subsidies ~re distributed throughot! cen
world as 1 whole showing a tendency however to cOm n
trate 1n the former colonies of Britain France Sp:ter
Belgium  Portugal and the Netherlands while the ]aheif
countrtes grant lonns and credits first and foremost to t
own former and existing colonies ? tal
Efforts to step up the eflectiveness of monopoly Caf"m
1n the developing countries are also reflected 1n the cont! of
Ung approximation of financtal bodies to the objects (|
oppressior. and explottation This involves the opening 0
more and more new branches and departments of leading

World Bank  Int U Devel A ton Annual
Report 1970 p 73 )
* World Bank [Internattonal Development Association Anm

Report 1971

mp 66-63 Partners in Development p 372
The Flow of Finanetal Resources to Iess Developed Co ntrier
1956 1963 pp 4346
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within the framowork of the world capitalist econpmy,‘:“:
cnsure constant high profits from the export of indus an
and finance capital Indeed the alignment of economic -
financial forces in the capitalist world itself has Uﬂde"ﬁen
a marked change since the last war. In this respect af e
tion should be drawn to the rapidly growing activity 0 the
Federal Republic of Germany and Japan with regard t0 "
export of capital Total direct private investment md f a
West German monopolies overseas increased by m°"e,2'
7,000 mullion marks over the relatively short period 195 m;
and more than a third of that sum went to the developité
countries!, between 1950 and 1965 the Government ollma
Federal Republic granted loans and credits ’w“’l‘ ost
23,300 million marks to the developing countries. A “; s
five thousand million of this direct private ile!Stme“he
allocated to participation in existing or newly establlshem
firms and companies in the developing countries. 'f "
about 3,500 m:lion marhs go to ensure a controlling "'_t”elar
The monopolies of the Federal Republic show Pafm.uls.
interest in African countries rich in valuable raw mﬂ"e“am
for example by the end of 1966 West German iﬂvest.";?n
i the Republic of South Africa totalled 1,000 mil 110(,.
marks * In 1966 alone the Deutsche Bank granted the Ang o
American Corporation of South Africa credits mtall‘“;
50 millhion marks and another 180 million marks t0 -
Palabora Mining Company Ltd thereby obtaining 8 ¢
siderably larger share of the diamonds mined by the co™
pany

A country which provides a graphic illustration Qf th:
penetration of West German capital in Latin Americd ln
Venezuela The volume of trade (in terms of value) be“‘ce“
the FRG and Venezuela, in the period 1963-67 alone, E-":_]e "
by approximately 300 million dollars.® The Deutsch-Sud#

! Of which 824 million was nvested 1n Brazl . fea
1 Of which 4,000 million marks was invested 1n Latin Amer yol
3 By 1076 West German monopolies and banks plan to incre
thetr investment 1n South Africa to 7,500 milhion marks 000
¢ In 1963 West German exports to Venezuela totalled 293,800, o
dollars and their imports from Venezuela 226 930,000 dollars:

1057 exports had reached 527,480,000 doilars and fmports 277,380,000
ltars



APOCOLONTALIAM AND (TS MYTHONRS 50

mephanieche Bk A G and sarions other Danks and
cancerns #arled suling up branches o the country A
sumtdar stale of affairs i3 to be found in Colombia, Brarl,
Mexico and Niearagua?

Urannin mines bring in still groater profite to the Weet
Gerran monopelies  Uranfum mining in the Republic of
South Africa §s under the heny contral of the Doutscho
Bank and the DEGUSSA campany, this control i< excr
cised by the Weet German baoker Hermnan Ab<, chairman
of the Dunteche Bank and the industninbst Tehix Prentzel,
peneral director of DEGUSSA, both these men also aceupy
Ieading posty an the I G Farbenindustrie concern and the
Tustitute for Developing Countries, which “co-ordinates”
the txport of West German capital to the deseloping coun-
tnies In vdew of opposition on the part of US and Bntrh
capital—~Britain according to ofiicial stattsties «tyll cnjoys
the domwmating peution in the South African cconomy?—
and alo for political expudiency, 1 e the deaire to consoli-
date thetr position in African countries, the West German
monopolies are deliberately concealing the actual extent
of thewr fnvestment in South Africa, having recourse to the
dirguiced or concealed export of capital In 1lns connection
it i3 unportant to stress how the West German monopolies
extend their ivestment by turning to uee the UN resolu-
tions? concerning the economic boycott of the Republic of
South Afniea 1n protest against apartheid enforced by the
country’s racist gorvernment In violation of these resoin-
tns and a number of resolutions paescd by the Orgius-
tion of African Umty, West German monopolies extend
their trade with South Africa from year to year South Afri-
ca's trade debt between 1954 and 1966 rose to reach 4,000 ml-
—————

 Botneon 1950 and 1966 tho FRG Goserament invested a total
ol 13000 million marks fn the L atin American countries (as against
4,020 million private investment)

According to thesa fignres the Diritish sharo in the total forcign
inveatment §n South Alrica at the beginning of 1960 was 51 per cent
and that of the United States 11 por cont By tho end of March
1973 Britain and the USA accounted lor approximately 75 per cent
of tho Torelgn fnyrstmcnts fn South Africa

3 Reeolution 1761 (XVII) passed at the 17th) Session of tho UN
General Assembly, and n siimilar resolution passed by tho Security
Council on Decomber 14, 1964
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llon marks ! The West German monopolies have l;:‘:’;;;
a new dovice* they transform part of their foreign lr? 2 The
into part of thelr holdings in South African cn!t‘fpr"csunlfi
growth of West German investment in this particular cod p
is alen achieved through the setting up of bm"ch"g"ompﬂ‘
stdtary enterprises of leading West German firms an CM e
nies, not infrequently through dummles, the purchase enter-
spot of South African enterprises, tho amalgamation n{ the
prises or firms on the basis of lcensing agreement
creation of internattonal consortlums. These nctivmrmen
facilitated to a large degree by South Africa’s LZO""imamy
trusts which have at their disposal capital of approxim arde
1,500 million pounds sterling, and are able to create 8 l'm“
dise” for West German investors. These trusts rep{"lﬁcﬂ
decisive power and enjoy unlimited control over T’olimﬂ.
life in South Africa The men in charge of the Anglo-
ican Corporation and other trusts nnd concerns o this
“Oppenheimer empire” were obliged to take account O‘me
and start collaborating with South Africa’s statc";) ks
trusts In their turn West German concerns, firms ﬂ‘_“d B "
are actively infiltrating the Oppenheimer empire of,
instance, the leading South African steel trust IS fre-
which supplies 75 per cent of the country’s steel requ;m
ments, gained a strong foothold in the Oppenheimer Cmpmd
However it was West German steel trusts that S\“‘%Oﬂ
ISCOR with their furnaces and rolling equipment. S m
also collaborates with the West German Klgckner conce -
for the construction of enterprises producing mining equiP

. fcan
ment in Klecksdorp near Johanneshurg for a South Alfi¢a!
firm, which supplies

imer's
this equipment to Oppenhein®’”
uranium and gold mines The penetration”by West Germ

! The West German Deutscho Bank, Dresdner Bank and Commi‘ge
bank control over &7 per cent of the trade between the TRG and the
RSA. Anproximatelv 60 per cent of South African imports from seal
Federal Republic consists of means of production {machines, electri
enginecring, electronic and transportation equipment). ain

? The West German monopolies also try to anply this metho of
their dealings with other countries including Indla, 18 was :mno““cm‘
in Dethi by Hermann Abs In his capacitv na leader of the delegat!
of West German bankers and industrinlists visiting India
Aumnst 1970.
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capital of the state-owned concern DSCOM which supplies
80 per cent of the country's eleciric power began with
delweries of equipment on credit and the subsequent trans-
formation of these credits wnto a West German hLolding
1 CSCOM's enterprises A leading role in delivenes of this
equipment 1s played by the firm AEG, one of the two leading
West German concerns 1a the electrical engineering 1ndus-
iry. Siemens 1s also participating tn ESCOM's expansion,
and hhewise the Dresdner Bank and Deutsche Bank: by
March 1965 the loans and credits these two banks had
granigd ta LSCOM had rteached a tatal af 4,000 wulhen
marks.

In the 1950s South Africa's first large factory for process-
tng coal (by the Fischer-Tropsch method) was bult for
the leading South African chemical trust SASOL More
than 80 per cent of the equpment for this factory was
supphied by the TRG In subsequent years the West German
company Lurgt (Frankfurt-am-Main) provided equipment
for the construction of over a thurd of the SASOL factories
Opposition from British and American chemical and ol
trusts was overcome thanks to the ties between the Deutsche
Bauk and the 1oternational financial copsortium and the
additional participation 1n these projects of the US Kel-
logg Company,

The West German monopolies*® largest mmvestment 1 1n
the South Africa’s leading mining company, Palabora The
nternational consortium which finances Palabora 1s headed
by the so-called Credit Imstituto for Reconstruction, the
chairman of whose board of, directors 13 the superbanker
Abs  Palabora produces the world’s cheapest copper. iis
basic assets are 14,148,250 pounds sterhing, and 1t makes
fifteen million pounds net profit annually. At least half
the stock of the giant tobacco concern Rembrandt! agan
belongs to West German monopoltes These facts and others
mentioned above allow us to conclude that West German
capital 15 confidently competing with British and American
monopolies 1n the Republic of South Afriea, relymng on
the support of 1ts ruling circles that are made up for the
most part of adherents of apartherd,

! Basic assets of thus concern total 2,000 millionp marks
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The British monopohes are naturally unwilling to concede
their position to the Americans or West Germans According
to figures published by the South African Trade Assott?
tion British investments 1n South Africa grew betweer 1961
and 1966 from 394 to 2,190 mullion rands, and 1967 wa
a record year for South Africa’s trade with Britam * T3
all goes to show that the embargo to wiuch so much atten
tion 1s devoted 1n the British press 1s completely 1neffectiie
The embargo on arms deliveries to South Africa has prove
still less effective than the trade embargo, since there 13 3¢
wncrease rather than a curtalment to be observed 1 &M
deliveries to South Africa not only from Britain, but ﬂlsg
from the FRG, France and Italy, as was openly declar®
by Frederck Bamford, president of the South AfICH
Trade Association, 1n May 1968 There 1s 2 colossal
dufference between the officral pohiey of the USA Vis a v
the Republic of South Africa, and the activities © tﬁ
American monopolies 1n practice US exports 10 Sout
Africa 1 1967 exceeded 426 million dollars (an meree™
of 26 million on the 1966 figure), and 1n 1969 the figure
had risen to 505 million dollars, almost double the 1960 fig
ure By the end of 1968 over 275 American firms and Com]
pames (mcluding Ford, General Motors, Americal Mclad
Climax and Newmont Minming Corporation) were mstalie
i South and South West Africa the total value of thett
mvestments reached 750 million dollars (28 per cent of al
American 1nvestments i Africa) by md 1968 and their
annual profits were a hundred million dollars f

Japan also plays a conspicuous role 1n the applicatio? ol
new forms for the export of capital After completing e
economre and financial recovery by 1953, Japanese 1mpend
1sts <tarted to penetrate above all the countries of Sout
et Asin Inthe years 1951 54 Japan succeeded 1n establish
g diplomatic felations with most countries in the gNe°
region and subsequently embarked on expanding s fore1g?
trade Iinhs While 1n 1953 Japaneso exports to Southert
Asia were worth only 328 milhon dollars, by 1959 thne
figure hnd Tisen to almost 1,000 million, 1n 1966 to 2,630 m!

—_—

' South Afrca’s ds
cxports t 000 ran
an1 imports from Unlu‘ﬁ szctzog‘ntnh;“r‘sn;ched 481,800
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China Sea. In tho following year the Japanese Government
sen{ a special mission there to determine when drilling
would start. However the Japanese were taken aback to
discover that the Chiang Kai-shek clique had meanwhile
“permitted” the American company Pacific Gulf to start
prospecting on the continental shelf to the west of Okimawa,
claiming that the islands sitnated along that shelf, i e, the
Senkaku Islands, came under their jurisdiction. The Amer-
ican Gulf Oil and Esso, already active in Japan and Okina-
wa, and Japan's Arabian Oil Company then also entered
the fray. The USA in its turn announced that the
Senkaku JIslands came under the jurisdiction of the
American administration on Qkinawa, at which the Chiang
Kai-shek clique immediately insisted again on 1ts rights
to Okinawa. The position was complicated still further
by the Seoul régime which had already “permatted” the
American oi} magnate Phillips to start drilling on the con-
tinental shelf to the north of the Senkaku Islands, which
was precisely where Japan’s Nippon Oil Company had planned
to start drilling for oil in 1970 in conjunction with the
US Texace, Standard Oil and Caltex. The umportance of
the oil discoveries in this area for Japan is obvious in
view of the fact that Japan has to import 99 per cent of her
ol requirements.

Japaneso oil companies have also been most active in
other areas and countries, prospecting for oil in Malaysia,
Canada, New Guinea and Alaska: in all of these areas they
have inevitably come up against opposition on the part
of American o1l monopolies.

.1t should be noted that most private Japanese investment
1s carried out through associations (mized societies or firms)
With private or state capital in the developing countries.
This method has enabled the I apanese monopolies to pene-
trate deep into the economies of the countries of Southeast
Asta. For example the Japanese automobile trust Toyota
has been able to take over the South Korean Sindin Auto-
mobile Company by setting up “joint Companies” and

Companies for technical co-operation”. Other Japanese
monopolies control the ship-building industry, thetrans-
Port network and several branches of the chemical and power
industriesin South Korea. The Japanese monopolies have been
5013
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resorting to concealed export of capital and thereby succeeded
1n dominating the economic arena 1n a number of Asiad
countries and ousting American and British monopolies
In Thailand, for nstance, Japanese rnvestment accounts
for 50 per cent of all foreign 1nvestment, while Amercat
investment accounts for a mere 10 per cent of the total and
Brm‘sh and West German investment together only 6 per
cent

Japan has also suarted granting foreign loans on a much
wider basis In January 1966, the Japanese Government
announced 1ts 1ntention of granting yen credits to Afghan
istan Nepal, Ceylon, Thailand, Cambodia and Palstan,
and then further afield to Kenya, Uganda, Tanzama and
Nigerta, which all 1 all would total 130 million dellars
worth, at an annual rate of mterest of 5 75 per cent, while
at the same time promising to grant loans to some of the
above-mentioned countries at the more favourable rate
of 335 per cont (repayable over a penod of twenty Yﬁ““s),,
Despite this expanston Japan stll considers Asia as “ber
n(]iam territory, where her energies should hest bo concentrat
[

Japan s also stepping up the pace when 1t comes to grant
ing credits 1n this part of the world At a conference of Indo
flesta s creditors hold in Amsterdam 1n November 1967 1t
was decided that Indonesta should bo granted loans and
other types of aid totalling 325 million dollars 1n all

year Japan granted the next 1n a serres of loans to Burma
to the tune of 10,800 m:llion yen In thys way Japan 15 sup
porting the US principle of regionalism’ when it comes
to the allocation of aid to the developing countries Thi
goul his come still more clearly to the fore in the course
of three conferences for the economre development of South
east Asmia convened 1n 1966, 1907 and 1968 At the third of
these conferences held 1n Singaporoin April 1968 the Japanese
Poreign Mintster Taheo Miki obviously 1mplied 1n lus state

—_—_—
LIS 13 #¥7Y Guillain, op cit, p 2u0
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ment that the trme had come for Japan te tackle problems
of cconomic ¢o operation in Asia on a broad scale ! At the
Fifth Conference for the Economic Development of South-
east Asia held 1 Djaharta on May 22 26, 1970, Japan suc
ceeded 1n pushing through a proposal for the elaboration of
an aggregate plan for development =md’' 1o the region,
although her other proposal (for the setting up of an Asian
medical organisation) was only supported in prneiple In
an effort to demonstrate Japan's gencrosity , the Japa-
nese delegate to the conference announced s government's
decision to increase the solume of ard” to the developing
countries up to four thousand mullion dollars a year by 1975,
1n other words approximately one per cent of the country s
GNP Taking note of thas the Japanese newspaper Mainichs
Daily News stressed on May 26, 1970 the degree to which
Tapan stood to gain from extending her aid programme
and drew attention to the existence of fierce competiiton
ameng Japanese firms for the right to particapate in the
implementation of this programme

The example of India 1llustrates clearly the ferocity of the
siruggle for capital investment spheres, since India 1s
a country of particular interest to the foreign monopolies
Being 1n need of foreign capital the Indian Government was
obliged to make a number of concesstons to foreign Grms
1 the early years of independence and foreign 1nvestors
were given unlimted scope for thewr activitres, that 1s bar
ring those hmitations to which Indian private capital was
also subject They were also given complete freedom to
transfer capitel and profits abroad Only in recent years

as the Indian Government begun to 1ntroduce some restric
tons as Indira Gendiu announced during her negotiations
with the presrdent of the Deutsche Bank Hermann Abs,
1n June 1970 In November of that year the govesrnment of
fierally declared that the share of forergn capatal 1n mixed
enterprises wquld henceforth be restricted to a 40 per cent
holding (previously holdings of up to 49 per cent had been
Permitted) However, at the time the government did not
80 as far as to naticnahse foreign firms, banks and compa
mes They continued to function and extract high profits
————

' Seo The Japan Times, April 10, 1968, p 10
5
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Western economists have admitted that “the profits rep?
triated by foreign firms plus the cost of servicing and repay
ment of forergn loans every year add up to a total whxcl;
equals, 1f 1t does not exceed, the inflow of fresh foreign at
and mnvestment’ ! The Indian Investment Centre has calct
lated that private foreign 1nvestment up to the end of March
1971 totalled 14,824 million rupees The progression of direct
and portfolio foreign investments from year to year Ov&f ‘
the period 1948 67 presents the following picture (the daid |
cited below were compiled by the Reserve Bank of Indi2)

Table

.
Direct Portfolie I Total
End June 1948 2,606 | — | 266
End December 1961 5,272 | 1,506 | 6,798
Cnd December 1962 5,65¢ | 1,679 | 7,33
End March 1963 5,415 | 2,646 | 8,061
End March 1964 5,55 | 323 | 8,80
Cnd March 1965 6,101 | 3,849 | 9,90
End March 1966 6,331 | 4,368 | 10,699
Fnd March 19672 6,547 | 5,759 | 12,306

These figures serve to demonstrate that assertions on the
part of forcign monopolies to tho effect that the “chmate 13
deteriorating’ 1 India for their investment hold little
water: direct private investment 1s growing from jear to
year, although at a slower rate than portfolio investment,
which accounted for 22 per cent of the total 1 1061, 39 per
cent an 1965, 41 per cent in 1966 and 47 per cent 1n 1967
Over the peniod analysed 1n tho above table the total forergn
investment has increased almost six times overl The role
of forcign private investment in Il:;, ' 1 san of

+

1 Aational Herald, Lu
* The figures are in mi
far the 190t devtluation
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Inha's five vear development plans 12 aleo now much more
gmfeant as can be scon fram the ofucinl datn heted below

Tetle f
Toreign Prlvate Capltal n Inlia g Tive Yerr I selrpment
Pitns

T atal at~ef Baeigne nttal [FRre nea B e
195 tra o ot inpea ~ e etord 0 Sl ottons
) rupes i e e} 1 p iy te sec
kiret Plan 29,4 29 101
Secor 3 Plan oo 10 ot 277
Thin! I'lan T 0 22 0% 3
Fourth Plan 179 020 @ o0 -1

Accarding to figrures pubhishel by the Re crve Banh of
India pervate investiment by the Joadmg smpemahist powers
In the Indin ceonomy was distibuted 2s follows 1 the
period {861 67 (Sce Yable 3)

These fignris testify to the «truvgle betwoen the monopo
hies of the given pawers for capital investment sphercs in
Indin They show thit although Brtun stl rctuns first
plee her private nvestment 1 Indin 1s growing at a con
widerably slower rate (935 million rupies ¢ (v the speaified
period) than Americ in private myvestment (1,900 melhion
rupees over the specsfied period) While bt un s share wns

per cent at the cnd of Mareh 1963, by March 1907 1t had
dropped to 46 per cant wlnle the Unsted States’ share over

he same period had grown from 15 to 25 per cent West
German and Japese monopohies have also started playing
an active role in this strugole, which 1s still gaing on, wiule
Briush private capital 1s <cortng come Successes in s
efforts to retain and even consolidate 1ts positians  Accarding
te the Indian press® by 1070 the following picture had
tmerged  the share of Britun amounted to 6 554 mullion
Fupees (57 6 per cent), the USA to 1 687 million (14 8 per

———

; The Tastern Economlst, Tuns 12 1070
: In millons of rupees
Seo Free Press Journal, June 4 1970
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The developing couuntriea are now able to obtain loans
and credits on more advantageous terms from the soci-
alist countries.! The USSR alone for the period 1954-61
granted credits totalling three thousand mullion conver-
tible rubles to the developing countmes.? This aid is
growing from year to year as even the directors of OECD
are obliged to recognise. In one of that body’s publications
it was noted that Soviet aid to the developing countries
for the period 1954-68 came to 6,206 million dollars and
aid from all the socialist countries taken together to
9,705 million3

Between 1958 and 1968 the Soviet Union signed agree-
ments on economic and technical co-operation with 19 Afri-
can countries and its long-term credits to these countries
amounted to over 1,500 million rubles. These credits go to
finance the building or modernisation of more than 300 enter-
prises. Significantly, this assistance has as its aim to help
these countries develop their productive forces and build
up their industries. In the beginning of 1968, for example,
78 per cent of all Soviet credits to these countries were ear-
marked for industrial development (including power pro-
duction and geological survey), 11 per cent for agriculture
and 7.8 per cent for education, health services and cultural
development.t The Soviet Union helped to build i these
countries 13 electric power stations, including the Aswan
High Dam, 14 iron and steel works and 15 engineering and
metalworking factories.

The creation of these and other enterprises enables the

frican countries gradually to reduce their imports of
costly industrial products (steel, petroleum products,
machines and equipment).

Of particular importance is the following circumstance:
.“\e Soviet Union renders help to governments which are
in a position to make the most effective use of it in their

————

! The annual rate of interest does not exceed 2 5 per cent and
Payments are made as a rule exther in the country’s own currency or
n x‘ts’tradxtmna] export commaodities.

2 Voprosy ekonomiki No, 7, 1962, p. 146.

K The OECD Observer No. 46, June 1970, p. 37.

f V. G. Solodovnikov, Africa Chooses Her Patk, Russ, ed., Mosco w,
970, pp. 18689,
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It should bo remembered however that governments and
monopohies of the capitalist countries only have recourse to
gestures of thus kind when no other course 1s”open to them
They olten use such loans as bart while securing for themselves
more advantageous terms when granting the developmg
countries larger loans and credits as cmerges from official figu-
res pubhished by ODCD The average interest rates on loans
to the developing countries rose from 2 5 per cent 1n 1964
to 3 3 per cent 1n 1965, while the average repayment periods
shrank from 33 to 28 years * The Swedish economist Gunpar
Myrdal has demonstrated that thuis tendency 1s continumng
at the present time “In recent years, however, the average
rate of interest has been msimg again and the average matu-
Tity of new loans and the grace period have been shortened "*
Meanwhile of course profits from these loans grow accord
ngly as can be seen from the following table rorte 6

avie

Interest Rates and Repayments on Loans* Recerved
by the 15 Principal Members of OFCD between
1862 and 1965 (mi) dollars)®

Year Per cent Repayment Total
1962 294 523 "7
1963 316 489 805
1964 421 599 1 120
1965 458 767 1225

———
* Excluding export credits

Therefore these partial concessions do not umply any
fundamental changes, for monopoly capital 1s prevented
Y 113 very nature from mahing any substantial contribu-
tion to the economie development of the newly independent
States, since 1ts marn goal 15 to secure high profits for itself
Official OECD figures also refute assertions made by some
Ourgeoss economsts to the effect that the absence of rehable

pa Development Assistance Eforts and Polucies, 1966 Review, OECD,
s, September 1966, p 105
s Sunnar Myrdal, op eit, p 289
Development dssistance Eforts and Policies, 1956 Review, p 101
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urable
national 1nterests No less important are the favo

ance
terms on which Soviet economic and ﬁnanctlﬂ:hf;f,uez
1s tendered It 15 a generally recogmsed fac ted by the
credits are twice as cheap as the credits g"“{‘ pursué!
Western countries * In face of the credits po l?ers were
by the socialist countries the imperialist po;ﬁc conces
obliged from about 1960 onwards to make -"pe]cw terms O
sions to the developing countries as regards t tance the
their loans and credits 2 In February 1966 for ;l“esconstruc
Umited States granted a loan to Cameroun for tSOO 000 dol
tion of the Kumba-Mamfe highway It came to 3'_ e aymﬂm
lars and was granted for a pertod of thirty years lfﬂﬂ and
was only to begin ten years after receipt of the oymen
the rate of interest for the first ten years after ‘ril’égz pet
begins s only to be one per cent and for the remain! ted Indid
cent On October 16, 1969 the Umted States gl‘é‘" tageots
a loan of twenty million dollars on similarly a vano imter
terms repayment to be spread over forty years, “"h 5 at 4
est for ten years after receipt of the loan and t ten years
annual rate of interest of 2 per cent for the pext Dccemb”
and 31 per cent for the remaming twenty In Cm Toal
1970 the Umited States granted Tumsia a long “}r terest
of ten million dollars repayable at 3 per cent rate o la,herW
with an 1nterest free ten year period after recem"l over
and credit amounting to 1,367,000 dinars repayab‘; and
a period of 40 years a: a 3 5 per cent rate of mteresov o
Canada granted Tumisia an interest free loan of thre ears
lion Canadian dollars repayable over a period of 50 yan o
In Moarch 1971 the United States granted India a lo s at
155 milhion dollars repayabloe over a period of 40 Y":‘:r s
a 2 per cent rate of interest for the fiest ten years (off am
1nterest free tea year period) and 3 per cent for the rcmcn'v
der According to the terms of that particular n[;fcc‘;‘ ot
India was cntitled to spend part of the loan abroad an
necessarily an the United States

! Vew tge, Juno 1960, p 52 Business Recorder (harachi), Septe™

ber 14 1906 some
* Tho .ranting in a number of cascs of long term creditss fogend

redu tlons In rates of Interest, the agreemer t to accept partlal p3y

la the currency of the recip ent country
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It should be remembered however that governments and
opolies of the capitalist countries only have recourse to

t0 3.3 per cent in 1965, while the average repayment periods
shrank from 33 to 28 years.! The Swedish economist Gunnar
Myrdal hag demonstrated that this tendency 1s continuing
at the present time. “In recent years, however, the average
Tate of interest has been rising again and the average matu-

Table 6

Inferest Rates angd Repayments on Loans* Recers ed
by the 15 Principal Members of QECD between
1962 and 1965 (mil. dollars)*

Year , Per cent , Repayment ! Total
717

1962 294 423
1963 316 489 805
1964 421 699 1,120
1965 458 767 1,225

. Excludmg export credits.

f Thereforg these partial concessions do not imply any
undament ) changes, for monopoly capital 1s prevented

tion to the economic development of the newly independent
gat':?, since its majn goal is to secure hugh profits for 1tself
ficial OCp figures also refute assertions made by some
Ourgeois Cconomists to the effect that the absence of reliable

1 -
varys, €EEIPMERt Asststance Eorts and Polictes, 1966 Revlew, OECD,
1% September 1966, p. 105.
: Dunnar Myrdal, op, cit., p. 280,
€vtlopmeny Asslstance Efforts and Pollcies, 1966 Review, p. 101.
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guarantees for foreign capital 1n the developing counml;ﬁ
“frightens off” private investors OECD statistics 3&’]
reflect the constant (with the exception of 1962/63) 8ro%

of private foreign investment (including loans and creé ‘b
m the developing countries Private investments made g"
the 15 member countries of the OECD? rose by 17 915?64
cent (from 3,044 million to 3,589 million dollars) from "
to 1965, while the growth in government investments 0\01
the same pertod was 6 4 per cent {(from 5,441 to 5,773 mles
lion dollars), not counting mternational ad ngramms'
and funds Loans accounted for 34 per cent of these countneﬂ
total private investment in 1965 (as opposed to pte
cent 1n 1960) It should be noted that the growth of pma ‘
mvestment 1n the developing countries 11 1965 can o
accounted for mainly by capital invested by Us pmae
banks and corporations There has also been a marked 1
1n the export of capital to these countries by Japanes ﬂr{lﬂ
West German monopolies 2 The growing mterest sho#t wt o
the developing countries by the imperialist monOPOI’

anxious to exploit them can be exemplified agan and “Ga‘{"a
Let us take the “round table” conference at Addis Ab2

in November 1969 which met to discuss foreign xmeslm‘?“s
in African countries It was attended by represcntah\ﬁ
from 20 African countries and 40 corporations from ‘xs
United States and Western Europe According 1o “‘Por‘
in the African press® the imbiators of the conference $¢

themselves the tash of opeming up new horzons fof moté
intensive investment in the African continent and creatios
more favourable conditions for such investment Despite
attempts on the part of representataves of American corpoe
rations to present their goals 1n such a way as 1f they weh

concerned to achieve co operation on an equal basi$ \ul‘
the Africin countrics. representatives of the latter were
beset by anxiety s was reflccted in the speech defavert

by Dialle Tellt, Scerctary-General of the Orgamisatio®

' \uwitralia, Au<tria, Uelgum, Bntain, Canada, Denmark, F127¢]
the FRG IMaly, Jajan, "the Notherlands, Norway. Portoza!
swelen, the Umted States 9,
" _\5). eboprment Vutstance Lyorts and Pollcles, 1566 Hesleds PP 77

3 Fentoplan Herald, “avember 18, 1500,
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of Afmncan Unity, warning the representatives that the
sovereignty of African countries should be defended aganst
any encroachments At the same time Telli pointed out
that the Western countries owed their wealth to colomal
explortation of the African continent s resources, so that
their ‘aid” should merely be regarded as part of the com
pensation they mnghtly owe the newly independent states
of Afnca

In therr search for advantageous capital nvestment
spheres US monepolies have recently started focussing more
attention on Africa, although no more than 500 of themr
5,000 compantes and firms investing capital overseas are

Table 7
Direct Private US Investment 10 Africa
{ml dollars)?
Investment Per Per Per et
tose et | s | | seos [y | noe Jeplle
ol 4981 468(1219] 536|141 555[586 |1 756) 590
Mines  and
foundries 283 26 6| 400) 47 6| 403|145 427|144 2
Industry 122] 14 5| 370{ 46 3] 3%{150 45415 6
Trade 57 54 151 66| 163 61 183 62
Government
services 6] 06 3l 01 4] 015 51 017
Other
spheres 98 92| (131 58| 156 565) 146] 4 &3
Tatal 10641 100 2274 100 [2,676[100 (2 97L {100

as yet mstalled 1n this particular continent However the
activity of these firms 1n Africa has been stepped up con
siderably of late

The above data reflect the wmperiihst, meocolomahst
character of American monopaly capital in Africa here
38 m other developing countries and regions the bulk of

! “Les Marches {ropicaus et meditersapeena”, January {6 1971
P 134 Sco also The Christian Science Monltor, Apnl 22 1970
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1r1es
guarantees for foreign capital 1n the developlntgstcl‘z‘sm als
‘Inghtens ofi" private investors OECD sé;/%a) growth
reflect the constant (with the exception of 19 od credits
of private foreign 1nvestment (including loans ‘:S ade b
n the developing countries Private ln\:estmenb 179 par
the 15 member countries of the OECD! rose yfmm 1964
cent (from 3,044 million to 3,589 million dollars) ents 0VEF
to 1965, whilo the growth 1n government mveSWg 773 mil
the same period was 6 1 per cent (from 5,441 to 5, rammes
lion dollars), nat counting international aid nguumes'
and funds Loans accounted for 34 per cent of lhilset‘i) 1 per
total private investment in 1965 (as_oppose h of private
cent 1n 1960) It should be noted that the growt ﬁg can be
nvestment 1n the developing countries 1n wUS r1vate
accounted for mainly by capital invested by k};d r1s¢
banks and corporations There has also been a mﬂ;eso an
1 the export of capital to these countries by Japa o 1n the
West German monopolies * The growing nterest Sho“nopohcs
the developing countries by the imperialist mod again
anxious to exploit them can be exemplified again z:in Ababa
Let us take the “round table” conference at Ad lsstmcn
1 November 1969 which met to discuss foreign 'memlncs
1n African countries It was attended by rcpresenm {he
from 20 African countries and 40 corporations fmlzporls
Umited States and Western Lurope. According to ;cc set
1n the African press® the initrators of the confere mort
themselves tho task of opening up new horizons forea“ng
intensive mvestment 1n the African continent and C]Scsxll“
more favourable conditions for such investment corpe
Atempts on the part of representatives of American aere
ritions to prescnt their goals 1n such a way as 1f they wit
concerned to achievo co-operation on an cqual basis were
the African countries. Tepresentatives of the Inttci“c"
besct by anxlcty as was reflected an the speech do '3“@
by Dialle Telly, Sceretary-General of the Orgamis

ance
b Australia, vy tria, Uelyium, Britain, Canada, Denmark, Fr:

Sortugal
the \ERG ltaly, “Japan, "the  Nelborlands. Norway, Portus
Swelen, the United States

1y

a,
tieloprent tsslitance Eforts and Polictes, 1966 Rewlesy PP ™1
29, L)

3 Ethtoplan seraly, “ovember 18, 1560,
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of African Umity, warning the representatives that the
sovereigaty of Afmcan countries should be defended against
any encroachments At the same time Tell: pomnied out
that the Western countries owed their wealth to colonal
explortation of the African continent s resources, so that
their “a1d” should merely be regarded as part of the com
pensation they rightly owe the newly independent states
of Afriea

In their search for advantageous capital 1nvestment
spheres US monopolies have recently started focussing more
attention on Africa, although ne mere than 500 of thew
5,000 companies and firms 1nvesting capital overseas are

Table 7

Dnrect Private US Investment 10 Alriea
(s} dolars)*

Investment Per Der Per Per
R R

On 498) 46 8]1 219) 53 6]1 555] 58 6 |1 756] 5D 0
Mines and

foundries | 283) 26 6| 400) 17 6 408} 145 | 427) 142
Industry 122) 115) 370) 163] 39| 150 | 454|156
Trade 57] 54| 151 66| 163| 61 | 183] 62
Goverament

services 6] 06 3 01 4 015 5] 017
Other

spheres 98] 92| [131) 58] 156) 565 146] 483
Total 1 064! 100 (2274|100 |2 676l100 |2 971100

as yet installed 1 this particular continent However the
aclivity of these firms i Africa has been stepped up con
siderably of late

he above data reflect the impertahst, neocolomahst
character of American monopoly capital i Africa here
as 1n other developing countries and regions the bulh of
————

! “Les Marches tro 1 16 1971
pieaux et mediterraneene anuary
P 134 Sec also The Christian Science Manitor, April 22 1970
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their direct investment 13 concentrated 1n o1l and mining
industries {more than 70 per ceat), which ensure the highest
profits

The creation of favourable conditions” for American
private capatal lay behind US monopolies® “new approach’
to this seething continent Similar aims are pursued by the
Overseas Private Investment Corporation, recently set up
mn the Umted States

Thus 1t can be scen the export of capital cnables the
monopolics to effect shameless exploitation of the natu
ral wealth and manpower resources of the developing
countries and thercby sccure enormous profits and sub
Ject these countries to therr influence and control As these
monopolies combat sociahism and mpose their system of
free enterprise’ 1n these countries, they in no way set
themselves the goal of helping them to overcome therr
economuc backwardness By fabricating false statistics
bourgeols economusts attempt to conceal the actual extent
of their plunder and exploitation of these countres,
making the most of and advertising for all they are worth
the mflow of financial resources to the developing count
ries for purposes of development In practice however
the reverse process 1s unmistakably taking place the re
sources of the developing countries 1ncluding therr financial
resources are being bled dry and their external debts already
exceed sixty thousand mallion dollars This process takes
the form of the transfer of profits and dividends reaped
by the compantes and banks conducting business in these
countrnies the repatmation of capital, collection of debts
and ntercst on debts, the floating of shares and bonds of
foreign companies and banks on the money markets of these
countries, the re export of capital to the developed capital
st countmes and the transfer of financial resources from
branches of hanks and companies to those countries, etc
The monopolies naturally camouflage these activities
resorting Lo countless new and 1ncreasingly refined methods
and manocuvres, so as to demonstrate their co-operation
with the developing countries

Howover 1t 1s becomung increasingly difficult for the
imperiahist monopohes to achieve these ends Inftuenced
by the genwmne co operation smplemented by the socialist

2N
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Malaysia, the Peace Corps, etc This study 1s not aiming
to pravide a detatled analysis of all these programmes but
rather to consider the mamn principles behind ad as an
istrument of neocolomahsm
At the beguomng of the 1980s the total aid provided by
all imperialist countries came to 4,500,000 dollars a year,
the bulk of which went on purchases of goods from the donor
countries and close on 60 per cent of tis md copsisted of
purely ymhtary axd enabling the imperialist monopolies
to sell ofi obsolete weaponry and old stocks of other goods
that could no longer find buyers on the home market This
aid continues to have pelifical, mulitary and other strings
attached, 1s granted prnimanly to stable’ governments and
1s designed to protect or foster capitalism and political regunes
ptable to the lonwalists The USA leads the way 1n
the application of this particular neocolomialist method
Gunnar Myrdal pomnts out that dunng 1954 58 Laos and
South Vieinam receaved from the United States grants and
loans almost equal 1o sum to these recerved by India and
Palastan For the same period, South Korea recerved mora
ud than all of Iudia, Pakistan, the Plalippines, Burma,
and Ceylon'?
In s message to Congress of February 1, 1966 on foreign
a1d for fiscal year 1967, President Johnson promesed that
Amertca s response 1n this field would be bold and darmg’
and he requested an appropriation of 2,469 mullion dollars
to finance programmes of economic ¢o aperation, 550 mil-
hon dollars of whuch was to be spent on support” for the
Saigon regime A further 917 mullion was to be set aside for
mlitary assistance At first glance thas might appear to
have represented a cut 1n mihtary assistance as agamst the
previous fiscal year 1966 (when mulitary assistance account-
»d for 1,170 mullion dollars) However it was also noted
n Jobnson’s speech that tlus sum did not wncludo funds
or the maintenance of the Sargon regime’s mulitary ma-
hine, let alone the financing of America’s aggressive war
gainst the people of Vietnam, on which over 20 thousand
ullion dollars was spent 1n 4867 alone, 1 e, a sum several
mes m oxcess of the total appropriation for md pro-

1 Guonar Myrdal, op et , p 343
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swept aside ! Later 1t was to emerge that the Agency for
International Development, in chargo of foreign aid pro
grammes often provided a screen for intelhgence and sub
versive activities of the CIA in the developing couniries,
as was openly acknowledged by John A Hannah, Admn
wstrator of the Agency, who announced that tlis practice
had been approved as far back as 1962 during the Kennedy
Admimstrition 2 The Pentagon, wluch 1s exerting ever
stronger 1nfluence on the content and actual implementa
tion of amd programmes, makes active use of these pro
grammes

Sumilar aims and tendencies found expression 1n John
son s message to Congress of I'ebruary 8, 1967 on the foreign
aid programme for 1967/68 Johnson propesed financing
a programme 1nvolving 3,400 million dollars (758 mul
lion for the Middle East and South Asia, 624 million for
Latin America, 8412 mullion for East Asia and 195 milhon
for Africa) He also laid special emphasis on cuts in mili-
tary ard (600 million 1n comparison with the previous year)
and an increase of up to 2,500 million dollars tn  technical
aid  However on this occasion the President refrained from
mentioning that US military aid going to the Cluang Kai-
shek chique, the Saigon regime and Thaland for 1nstance,
just as military aid distnibuted by way of NATO channels,
was financed separately, out of the Pentagon bhudget As in
previous years the main purpose belind such mihtary and
technical aid was to arm the member countries of NATO
SEATO and CENTO consohidate reactionary regimes and
counter the advance of the national liberation and anit
1mpenalist movement For example, the mitary ad
set aside for East Asia was allocated almost entirely to the
Seoul regame and the Chiang Kai shek chique The distr
hution of economic a1d 1s equally revealing almost 85 per
cent of the 812 million dellar total set asido for Last Asia
was to be spent on checking the communist threat and
the largest share of this ecomomic ad was to go, as in
tho previous fiscal year, to the Sargon regime® However

t Chester Bowles o~ cit, pp 83940
2 Seo The New York Times June 10 1970
3 550 mullion dollars



NEOCOLONIALISM AND IT$ METIODS 81

Congress cut down the overall aid programme for 1967/68
to 2,600 million dollars. As was noted in the American
press this bill was discussed “in an atmosphere of partisan-
ship, phoney cconomy and cheap demagoguery” and the
results of these disputes were an aftermath of the hard feel-
1ng over the presidential campaign and the growing discon-
tent over Johnson's Vietnam policy, rather than any change
m foreign aid policy as such. In assessing Congress’ deciston
to cut down bilateral aid (by 400 million doliars) for
FY 1968, this step should be regarded as a partial change
10 the tactics of US ruling circles in this field: while cutting
down on bilatera] aid, the United States was pressing for
he extention of funds for aid via international channels
(the UNDP, the IBRD, etc.) in view of the fact that aid
32 such channels appears more “attractive” than bilateral
American aid. The American foreign aid programme for
1967/68 had even more strings attached than 1n previous
years, In Johnson's message to Congress it was stated that
S0 ber cent of the economic aid and over 95 per cent of the
mll_xtary assistance was to be spent 1n the United States,
which would help that country to go on selling off goods,
Including obsoleto weaponry, as in the past and thereby
improve her trade balance and balance of payments. This
aspect of American foreign aid policy had been singled
out ,by Walter Lippmann as far back as 1965. The American
orelgn aid programme for 1967/68 included all the basic
Slements to be found in those for the previous years.? Once
3gain it was to serve as one of the major instruments of US
mlitary, economic and trade policy towards the developing
countries. The essence of the “new” clements contained
I Johnsen’s message to Congress can be summarised as
Tollows; (a) it proclaimed the self-help principle, i.e., the
Unmited States insisted on the recipient countries pursuing
an economic policy that would, in the cyes of the US Govern-
ment, make that aid more effective, and to this end Johnson
——

+ Weshington Post, August 26, 1967.
“aidms Sy TE0 proportion of thus aid was allocated to purely mihitary
Ad”; a1 wag granted first and foremost according to political and
Strategic criteria and had a number of political, military and economie
Strings attached and 90 per cent of the funds allocated were to be
Spent 1 the United States,
6—~0913
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suggested that a National Advisory Commuittes on Self Help
be set up whose functions should include the analysis of
aid programmes, (b} the message also came out 1n support
of the regionalism principle, which had first been discussed
1 the Umited States back in 1966 when Edward M Korry,
the US Ambassader to Ethiopia, had proposed that 1t be
applied 1n the USA s dealings with African countries, it
imphed the use of regional programmes, international
projects and regional development banks, etc, for the
purpose of wmplementing large scale plans involving whole
groups of countries in the framework of aid programmes,
1t was not difficult to appreciate that thus principle was
no more than a mask for efforts to cncourage regional
groupings designed to urdermine, on the one hand, the post
tion of the old colonial powers and the united stand of the
countries from the gwen continent on the other, which 1s
particularly important 1n relation to Africa for which this
new aid strategy was primanly devised, (¢) by way of
a new response to the needs of the developing countrzes
the message detailed the proposal to merease (by 164 mil-
lion dollars) expenditure on agricultural aid to the devel
opmg countries and also on aid n the education field
(by 62 million dollars) and for health services (by 10 mzl
lion dollars), however, 1nsofar as these 1ncreases were made
at the cost of corresponding cuts 1n allocations for indus
trial development, 1t 15 clear that this new response
once again reflects the old tendencies to impede real econom-
1c advance in the newly independent states and subject
their economies more and more to the economic interests
of the US monopohies So the latter only changed therr
tactics while the strategic aims of their aid policy re
mained virtually the same

A similar picture emerged from Johnson s message to
Coungress of Tebruary 8, 1968 on the foreign a1d programme
for 1968/69, in winch the President requested funds to
finance a 2,920 mullion dollar aid programme (2 500 mul-
fion for technmical sid and 420 mullion for mihitary aid)
Here again the President repeated those prineiples whuch
had becn vorced 1n the provious message to Congress The
only new noto was struch by hus proposal for the 1mmediate
location of an additional 100 million dollars for mbtary
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assistance to the Seoul régime, a measure undertaken by the
US Government 1n connection with the detentton of the US
reconnaissance vessel Pueblo 1 North Korean terrtorral
waters,

Sumilar sums for foreign ard were requested from Congress
by President Nixon to finance the 1969/70 programme,
namely 2,200 million dollars (1,825 million for economic
ad! and 375 mllion for military aid) One of the new points
introduced by Nixon was the proposal to set up an Over-
seas Private Investment Corporation aimed at hnking the
allocation of aid with the creation of a favourable chimate”
for American private investment, at tying this programme
more closely to the foreign policy interests of the United
States, and provading guarantees for private American
nvestment n the Third World 2

The message also contained certain other recommendations
put forward by the special Presidential Task Force on
International Development, headed by Rudolph A Peter-
son, former President of the Bank of America, one of these
called for increased aid via multilateral channels, 1e,
wternational and regional programmes made possible by
corresponding cuts 1n bilateral ad?

In s foreign policy message of February 18, 1970,
Nixon formulated new aims and principles behind Ameri-
can aid which he divided into three categories security
assistance, welfare and emergency rehief and international
development assistance

Finally admuitting (unlike lus predecessors) that the
developing countries can assess their own needs and the
order of priority of the latter and that these countnes
uphold their right to do thus, President Nixon made a second
important admission, namely that the aid of the other
developed capitalist countries taken together now exceeded
American axd The President of the United States advanced
the 1dea of a ‘broader sharing of responsibihity” hetween
the leading capitalist countries, and lhikewise between the
—_—

: Including 440 million for economic aid to the Saigon regime.
3 he New York Times, January 2, 196
N Ihid , March 12, 1970, Department of Stato Bulletin, April 6,
979. Vol LXII, No 1606, pp 447, 458

Department ‘of State Bulletin, A'pnl 6, 1970, p. 450.
o
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mternational orgamisations (the IBRD, UNDP, etc).
Consequently the matter amounts to re division of spheres
of mnfluence necessitated by the new alignment of econo-
mic and financial forces in the capitalist world

But have the aims beluind American “a1d” policy and the
conditions attached to this ‘aid” changed?

The creation of the International Development Council
reflects aspirations towards an expansien of the ‘ad
maching”, wlile the setting up of the Overseas Private
Investment Corporation underlined the US monopolies’
long standing axm of promoting the penetration of develop-
mg countries by American private capital there 1s little
new about thus, for previous American foreign assistance
programmes were all directed to the same end In his message
Nixon stressed that the ‘broader sharing of responstbility”
with the other caprtalist powers in the field of aid would
reap results (from the US point of view —V V) only 1f 1t
was effected on a multilateral basis covering the world as
a whole, and that the Umted States would henceforth
ncrease its aid administered via multilateral channels
In emphasising the importance of multilateral organisations
the Umited States has 1n mind first and foremost such orga-
nisations as the IBRD, IMF and UNDP, in which 1t calls
the tune and can count on the support of at least some of
1ts allies It 1s with a sumilar end 1n view that the United
States supports such bodies effecting ‘regional co opera-
tion” as the Inter-American Commttee, Alliance for Prog-
ress, the plan for the regional integration” of Latin Amer:-
ca, the International Commuttee for the Mekong River
Development Project and other schemes sponsored by the

A concession made to the receivers of American aid
announced 1n President Nixon'’s message was the decision
to drop the former proviso requiring that all loans granted

¢ spent exclusively on purchases made in the United
States or on payments for services rendered by the Umited
States By way of another concession Nixon promused to
increase allocations to the Agency for International
Development to 300 nullion dollars a year so as te enlarge
s loans avalable st reduced rates of interest

In s message to Congress Nixon expressed particular
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satisfaction at the knowledge that he had succeeded in
halting the trend to curtaal US ad to developing countries
and 1n bringing 1t back to 1ts normal scale, that of the
early sixties This however merely serves to confirm the
vested interest of US monopohies and the Government in
these aid programmes and that they are advantageous both
economeally and politically It was only the dollar crisis
that compelled the USA, among other things, to cut the
1970/71 foreign aid programme by 10 per cent 1n August
1971 The American press made no attempt to conceal the
extent of American firms’ and companies’ vested intercst
1 the foreign assistance programmes 1n articles appearing
at the time this cut was made These programmes enable
the American producers to sell annually about 1,000 pul
hon dollars’ worth of goods, account for about a guarter
of all US shipping business and provide nearly 600 mul-
hion dollars® worth of contracts abroad for US firms and
research centres, both state and private During fiscal 1970
the sale and delivery of American goods (totalling
995,100,000 dollars) to the developing countries had been
covered out of loans and other transactions effected under
the foreign a1d programme and “only 19,400,000 dollars
was used to finance foreign products” ! This applies 1n
a sumlar degree to the foreign aid programmes carried out
by Britain, France and Japan and this fact 1s oven acknow
ledged by the official organs and representatives of these
countries for evample, the former Bruish Mimster of
Overseas Development, Larl Grinstead, when noting the
Iink between Britain's foreign aid programmes and her
trading interests, admitted that approximately 75 per
cent of the overseas aid allocated by Britain 1s spent on the
purchase of British goods and survices Moreover, the special
parliamentary comnuttee set up to 1investigate Britan's
foreign aid programme drew attention 1n ono of its reports
1o the following state of affaurs ‘Aid plays an important
part 1n stimulating trade Aud should be increasingly
concentrated wn those countries which offer the greatest
potential markets for goods omginating from Britain '3
—

;In!:rnallonal Merald Tribune, November 4, 1974,
Gunnar Myrdal, op ¢it, p 358
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President Nixon also devoted a good deal of space in his
message to the US peaco effort. The following facts are
worthy of note, however Thus the division of aid into
three categorics, with “security assistance” singled out
separately, sigmfied to many observers that military
assistance would come under the control of the Pentagon
which had already for a number of years been resorting
to various manceuvres so as to virtually bypass Con-
gress  For example arms “surpluses” supplied to the
Chiang Kai-shek clique in 1970 totalled 144 million dollars,
while in the official Pentagon request to Congress a mere
341,000 dollars were asked for this purpose. According
to figures quoted in the American press Pentagon spokesmen
admitted that 1 1970 military assistance provided by the
United States was nearly eight times the figure officially
listed in the budget ! This admission aroused sharp criti-
cism of the Administration from the chairman of Con-
gress' Joint Economic Subcommittee, Senator William
Proxmire of Wisconsin, and other members of Congress
indignant at such unceremonious behaviour on the part
of the Pentagon. While the question was being discussed
in Congress in Japuary 1971 the following facts came to
light: in Presidents budget message the figure listed for
“military expenditure” was 625 million dollars, but the
investigation carried out in the Chief Finance Department
{at the request of the committee headed by Senator Prox-
mire) revealed that actual expenditure came to nearly five
thousand million dollars. Non-repayable deliveries of
arms accounted for 2,400 million dollars, military support
for another 518 million dollars, 108 million dollars out
of the proceeds in local currency from the sale of food “sur-
pluscs” under the Food for Peace programme, 1,400 mil-
lion as proceeds from the sale of military property and
224 million dollars in the form of transferred “surplus” of
military equipment. However this “total” did not include
the deliveries of “surpluses” to the Saigon régime nor the
cost of some military items supplied to both the Saigon
tégime and Thailand. Tho Pentagon also made a habit of
hiring out military vessels on a long-term basis, selling

The New York Times, January 10, 1971,
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arms and military equipment on credit and has various
additional methods for obviating Congress superviston up
its sleeve, These practices on the part of the Pentagon gave
tise to sharp eriticism in Congress Semator Protmure,
giving voice to the general mood of the assembly, declared
caustically that the Food for Peace programme had been
tm:ued by the Pentagon into a “Food for War” programme,
Pointing out that over the period of five years “under the Food
for Peace program foreign governments bought nearly $700
million worth of arms...".t Insisting on Congress’ right to
participate in the “decision-making machine”, on March 8,
1871 Senator William Proxmire introduced a bill depriving
the US Secretary for Defence of theright to finance program-
mes for military assistance without the approval of Congress
and calling for the restriction of such aid to 2,500 million

ollars. At the same timo it is important to point out that
alter the sums spent on arms supplies and on other goods
supplied by the United States to the developing countries,
are deducted from the total US aid, then aid as such,
according to the estimates of Gunnar Myrdal for instance,
accounts for not more than a third of the total that officially
comes under the heading of “aid” to the developing
countries,?

On August 3, 1971 the US House of Representatives
Ppassed foreign aid programmes for 1971/72 and 1972/73
Involving allocations of 6,900 milllon dollars, 3,440 mil-
Lon of which was set aside for the 1974/72 programme Two
thousand million of the latter sum was set aside for purely
military aid, i.e , 60 per cent (a similar sum was also set
aside for this purpose in the 1972/75 programme) although
1t did not even include expenditure on military aid to the
Saigon régime, Laos and Thailand (provided for in the
Pentagon budget), let alone the enormous sums spent on the
war in Indochina.® The main recipients of US mlitary

—_—

: The New York Times, January 10, 1971.
: Gunnar Myrdal, op. eit., pp. 358, 366-67.

In his statement to the House Appropriations Committee in
March 1971, the then US Defenco Secretary Laird put the total Amern-
¢80 spending on the Vietnam war (not counting military ai1d) at 28,800
million dollars 1n 1969 and 23,100 m:llion 1 1970,
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assistance, as before, were the Seoul and Saigon régimes, the
Chiang Kai-shek clique, Israel, Cambodia, Turkey, Jordan
and Indonesia (these countries’ allocations accounted for over
80 per cent of the total sum set aside for military aid) In
a speech to Congress at the time Laird dealt in particular
deta1l with Israel (who had received military assistance
from the United States amounting to 500 million dollars
In fiscal 1971), openly declaring that Israel provided the
best example of practical implementation of the goals
of American military assistance policy. Thus it can be seen,
despite the “Congress revolt”, that the Pentagon 15 stil
having a powerful voice in determining aid policy. So far
Congress has not yet approved the Administration’s proposal
for a complete reorganisation of American aid programmes
which envisages the adoption of a special law on international
s?curity assistance, the liquidation of IDA; the introdu.o—
tion of two special posts for co-ordinators of foreign aid
programmes, one of advisers to the President and the other
of assistant to the Secretary of State, and various other
measures This proposal is now being discussed in Congress
and in the meantime the House of Representatives has
extended the current foreign aid programme for another
two years Under pressure of public opinion, the House of
Representatives passed a resolution to halt aid to Greece
and Palistan introducing corresponding amendments to
the ll concerned, although with a significant reservation
that military aid to the Grech régime will be halted,
unless it is decided that the “overriding requirements of
the national security of the United States”! Justify the
aid. In that case the Administration will have the right
to spend 90 million dollars on mihtary aid to Greece.
Mulitary assistance to Pakistan has also been temporanly
halted 1n connection with developments in East Pakistan
Thus 1t is carly to speak of the USA cutting down its
military aid because the military industrial complex 13
ncreasingly interested in evpanding markets for the sale

! The New York Times, August 4, 1971,

? Tho House of Representatives cut down both its allocations for
oconomic aid ta Pakistan and also s ald to Tast Pakistans refugces
in India (from 225 to 100 million dollars). Sco The New York Times,
August §, 1971 and Times of India, July 15, 1971,
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of arms. An attempt on the part of Scnator Fulbright
to “command respect” for the commitice he heads met
with little success: on August 6, 1971 the Pentagon
rojected the demands on the part of this committce that
the Pentagon should let it examine the 5-year plan for
military assistance before the commuttee approved the
aid bill, thus refusing to supply information concerning
that particular side of its activities. However, by way of
a countermeasure the Senate turned down the foreign aid
programme as a whole, insisting on a preliminary cut
from 3,400 to 2,900 million dollars Finally on November 11,
1971 the Senate approved a new foreign aid bill amounting
to 2,600 million—1,500 million to go on mulitary aid and
1,100 million on economic aid. The Senate also approved
Mansfields’ amendment proposing the withdrawal of US
armed forces from South Vietnam within six months ! The
foregn aid programme for 1973-74 remamed practically at
the same level.

In their neocolonialist activities the United States monop-
olies have to meet with growing competition on the part
of their rivals from Japan and the FRG.

Trymng to make up for lost time the FRG as far
back as 1965 earmarhed for a foreign aid programme
865,000,000 marks (including 167,200,000 marks for arms
deliveries) and 1,600 million marks in 1966 (including
110 million marks for arms deliveries). The annual total
set aside for aid to the developing countries by Japan amount-
ed to 670 million dollars as far back as 1967 (the 1961 figure
being 381 million), 496 million of which were intended for
Asia. It is precisely in this area that Japan competes suc-
cessfully with the United States and Britan. The following
statistics serve to illustrate the situation now taking shape 1n
that part of the world: under “development ard” programmes
335 projects (with a total value of 1,340 million dollars)
are now being implemented in Indonesia by the leading
capitabist powers: 53 are Japanese projects, 53 Amencan
and 17 West German. Britain for her part set aside in
fiscal 1970 219 million pounds sterling for all developing
Countries, while France spent 1 12 per cent of her GNP on

—_——

! Sco The New York Times, May 19 and November 10, {971,
Washtngton Post, November 4 and 9, 1974,
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aid to the developing countries in 1969, according to a state-
ment by the French Foreign Minister on April 26, 1970

Anxious to undermine her rivals and retain her leading
position 1n neocolonialist exploitation through “aid” the
United States monopolies recently decided to initiate the
creation of a number of “aid clubs", international consor-
tiums, ete , a step which represents yet another attempt to
perfect stall further this particular method. With this aim
in view 1nternational consortiums were sot up on aid to
India, Malaysia, Pakistan and Indonesia, and also the
Indo-US Cducation Foundation However, these measures
were not sufficrent to put an end to the unscrupulous
struggle for spheres of capital investment, markets and
sources of raw matenals going on nowadays between the
leading imperialist powers under the guise of aid to the
developing countries

3. FORLIGN TRADE AS AN INSTRUMENT
OF NEOCOLONIALISM

Forewgn trade practices aimed at the systematic plunder
of the developing countries and the remawning colonies aro an
important factor mn neocolonialist policy. The impenalist
powers have wide opportunities for applying these practices,
since not only do thoy dominate the cconomy of many
developing countries after se1zing control of the sources of
raw materials (that are the main exportable items the latter
possess) and of their markets hut they also have a monopoly
of cargo vessels and tankers, well-established trade hnks
and a network of trading companies and banks at ther
disposal.

Particularly large-scale and systematic plunder of the
developing countries and remaining colonics is effected ‘by
means of various forms of non-equivalent exchange, which
mainly finds expression m the artificial imposition by the
monopolies of the lowest possible prices on the developing
countries’ agricultural produce and raw materzals and
the highest possible prices for their own industrial goods
and raw materials  Arguments by some apologists of neoco-
lonialism to the effect that the only explanation for thelow
prices paid for raw materials and agricultural produce to



NEOCOLONIIALSM AND ITS METHODS 91

the developing countries and colonics is the low labour
productivity in the mining industry and agriculture are
blatantly inconsistent.

The main explanation for these low prices is the discrimi-
natory policy of the imperialist monopolies pursued
both in the sphere of production and the export of manu-
factured goods and with regard to the extraction and pur-
chase of raw materials and agricultural produce In the
d.eveloping countries monopoly capital not only functions
like capital clsewhere, in that it immediately appropriates
part of the unpaid labour, i.c., part of the created value,
but also as a part of world capital controlling the economic
and trade relations with the outside world of many developing
countries. In view of this the imperialist monopolies, in
appropriating part of the surplus value on the spot, effcct
the systematic plundering of the developing countries in
_the sphere of the latter’s foreign trade. Monopolies are
reso}'ting to such manoeuvres as refusing to sell machinery,
equipment and other commodities (so as to force up their
Prices) and refusing to buy goods from the developing
countries (which thus temporarily lose their use value,
so that in the long run these countries are compelled
to sell these goods at lower prices). Prices of coffce,
tea and cocoa for instance in the relatively short period

. of eight years, from 1954 to 1962, dropped by more than
50 per cent, and in 1958 alone there was a 30 per cent drop.
hf} most serious slump in prices for raw materials and
agricultural produce was felt in 4962 and the overall trend
a3 ot changed since. In 1967 there was a further drop in
Taw sugar, coffee and wool prices and also in the prices
of a _la:ge number of tropical exports As a result the export
carnings of the developing countries for one and the same
quantity of goods or even a larger one dimimshes' from
One year to the next and their annual losses constitute
hundreds of millions of dollars, while their exports fall in
value ang constitute a smaller share in world exports: in
fiscal 1966 their share dropped by 20 per cent.
. Between 1953 and 1967 the developing countries’ share
1n the total volume of world trade dropped from 27 to 19 per
cent, and there was also a drop over the same period 1n
their share jn world trade in raw materials and semi-manu-
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factured goods from 54 to 42 per cent ! The drop 1n prices
for raw matenials and semi manufactured goods from the
developing countries, and the shrinhing of therr share 1n
world trade 1n these two fields, can also be accounted for 1n
part by the expanding production of artaficial substitutes
for natural raw materials as a result of the technological
revolution, which, as noted earlier, has practically passed
tho developing countries by Other circumstances also
foster non equivalent exchange—the correlation of prices
on local and world markets, competition betwcen the vartous
groupings of imperialist powers, on which to varying degrees
the developing countrics depend, etc All these factors
affect the trading record of the developing countries While
the developing countries’ trade with the imperialist powers
showed a favourable balance (approximately 4,500 million
dollars) 1n the pertod 1951 56, over the following five years
(1957 62) 1t showed a deficit of 8,350 milhion dollars The
deficit remamed at approximately the same level 1n subse-
quent years Typical enough the prices for raw materials
from the leading capitalist pow ers remain virtually unchang
The following facts testify to the scale of the plunder effected
by the imperialist monopolies by means of vartous forms
of non equivalent exchange 1n 1959 alone the countries of
Latm America lost close on one thousand mullion dollars
1n their trade with the USA, and between 1960 and 1965
these countries have been losing approximately 1,500 mil-
Iion dollars annually in their trade with the United States,
while their total losses incurred in trading raw materials
and agricultural produce with Western Europe and America
during those five years made up a sum equivalent to the
total cconomic aid they received over the same period
Thus the industrially developed capitahist countries profit
from thewr trade with the developing countries, while the
latter 1ncur tremendous losses as a result of this trade
Japan's exports to Nigerta 1n 1965 exceeded her imports
from that country 10 8 times, the respective increase for
her trade with Ethiopia, Kenya, Tanzama and Uganda
were 41, 38, 24, and 18 times The deficit 1n Mexico's

1 Partners in Development (Report of the Commission on Interna-
tional Development), New York, Washmngton, London, Praeger
Publishers, 1969, p 45,
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trade balance 1n 1965 came to 402 nullion dollars and that
of the whole of Latin Awmerica for 1061 and 1962 came to
approumately a thousand million, winle according t‘o
estimates by the well known economist Victor Ur?m 1
1t reached no less than 1,520 mullion dollars by 1970
As was confirmed by the directors of the International
Monetary Fund the foreign trade outlook for countries pro
dueing raw matersals and senn manufactured goods improved
conspicuously 1n 1968 and 1969. export prices for these
goods rose by 4 per cent 10 1989 as a result of wluch exports
from this group of countries for that year rose 1n terms of
value by 13 per cent (as opposed ta 8 per cent in 1968 and
4 per cent 1n 1967) * Yet thus picture docs not represent
the whole truth 1n the first place there was an accompany
g marked rise 1n prices for the commodities amported by
the developing countries {according to the IMF also averag
ng 4 per cent) In additron the IMF has now started includ
g 1w the group of developing countries such countries as
Australia (whose exports went up by 20 per cent in 1969),
New Zealand (whose exports rose by 20 per cent i 1969)
and some countries of Western Europe (whose exports rose
by 17 per cent 1n 1969, while India’s exports in the same
year went up by only 5 per cent and Pakistan’s even went
down In 1969 there was only a neglhgible rse 1n exports
from the countries of Africa, the Middle East and Latin
America which do not produce oil Some export lines from
the developing countries showed a sharp drop, especially
coffee and tea, while there was a marked rise 1n copper and
rubber exports As a result the share of coffee 1n the tofal
exports of a number of developing couatries 1n Latin Amer
1ca fell drastically, from 41 to 34 per cent in Brazl for
1nstance The closure of the Suez Canal resulting from the
Isracly aggression aganst Egypt, Syna and Jordan also
had a catastrophic effect on evports from Middle East
counirtes Lxports from Venezuela, Iraq and some other
o1} exporters did not rise above the 1968 level due to the

! Victor L Urquidy
for Latin America {artic!
1966)

“Some Implications of Foreign Investment
le prepared for UNESCO Secretariat Paris

* International Monetary Fund Annual Report 1970 ‘Washington,
PP 5253, 62 i ’ som
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loss of certain markets Nor did the situatton favour India’s,
Pakistan’s and Ceylon's exports, since their foreign trade
was still tied mainly to the British market, especrally as
far as such commodities as tea and jute were concerned:
for example India s exports to Britmn 1n 1969 dropped by
over 20 per cent (in terms of value)

The export trade of all developing countries for the period
1905 69 can be summarised as follows.

Table 8
The Devcloping Countries Trade Balance for 1965 69
(mil dollars)t
Area 1985 1988 1987 1958 1969
Far Last —820 | —1,000 | —1,130 | —1,430 | —1,650
Southeast Asia —990 | —1,230 | —1,820 { —2,060 { —2,170
South Asia —1 650 | —1,590 | —1,660 | —1,000 | —650

Total for Asia and | —3,460 [ —3,820 [ —4,610 | —4,550 | —4,470
Far Last

West Afnica —200 —10 30 160 270
Equatonal Africa 10 100 120 170 190
South and East Af

rica —80 | —100| ~—270{ —360 =30
North Africa 280 390 560 | 1,010 1,270
Total for Africa 10 380 440 980 | 1,700
01l producingcoun

tries  of the

Middle East 3,000 3,00 | 3,650 4,030| 4,10
Other Middle East ,

countrics —1,500 | —1,680 | —1,160 | —1,410 | —1,540
Total for the Mid- ”

dle Enst 1,500 | 4,510 2,4% | 2,620 2,570
South America 2,210 2470 4,740 1,420 1,600
Mexico, Ceénal

America an -

nibbeaa —1,440 | —1,630 | —1,870 { —1,870 | —1,810

1 International Monetary Fund Annual Report 1970, pp 63, 65, 71.
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Area 1962 1068 1967 ‘ 1968 ‘ 1969
Total for Eatin
America 770 540 —130 —450 —210
QOverall totals -17,700 | —7,700 § —7,900 | 7,600 { —7,200
* Including all 1 even mnor islands

So, despite a certain amprovement 1n trade balances for
the years 1n question, mainly affecting the Middle Last,
North African and Latin American producers and exporiers
of ail, copper, tin and rubber {1 ¢, mamnly raw materials
of strategic 1mportance), the overall picture for the foreign
trade of the developing countries shows virtually no change
The trade balance for the countries of Asia and the Far
East in 1967 69 remained unfavourable with an annual
deficat of 4,500 million, for the countries of Central America
and the Cartbbean with an annual deficit of 1,800 mllion,
for the countries of the Middle East with no el mdustry
with an annual deficat of 4,300 million and for all the devel
oping countries taken togother with an annual defieit
of 7,500 million dollars The policy of non equivalent
exchange pursued by the leading imperiahist powers was
to a lxrge degree responsible for these dismal results
According to a statement made by the Venezuelan repre
sentative at the 40th Conference for managers of the leading
Latin American banks (held 1n Caracas 1n November 1971),
1 1970 alone, as a result of this policy of non equivalent
exchange pursued by the US monopolies, Venezuela lost close
on 700 million dollars in 1ts trade with that country This
means that the rosy” prospects panted by the directors
of the IMF for the developing countries cannot stand up to
serious analysis  This 15 also reflected 1n the protests
from these countries, particularly the countries of Latin
Amernica, at US trade policy At the 2nd Conference of
the Special Commtittes on Latin American Co ordination
held 1n Montevideo 1n March 1971, the representatives of
the majority of Lattn American countries subjected US
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protectionist pelicy with regard to their export commodities
to extremely harsh criticism. In the statement adopted by
that conference on March 18 the Latin American countries
demanded that the US Government cease to introduce 1mport
quotas and restrictions which could bring about drastic
curtallments 1n Latin American exports. However the
conference was more or less deadlocked after the speech by
Charles Meyer, US Assistant Sccretary of State for Inter-
American Affairs, who announced that the Umted States
would continue 1ts former policy in this matter. It was
not by chance therefore that many Latin American countr.ies
started looking for a solution to the situation by activating
their trade with the socialist countries: for example, the
Association of Venezuelan Exporters announced in March
1971 their intention to expand their trade with the Soviet
Union, Czechoslovakia, Poland and other socialist countries.
Other neocolonialist practices in foreign trade relations
have a no less adverse effect on the economy of the develop-
ing countries, particularly dumping. This practice not only
serves to disorganise the internal markets of the dovelopiog
countries but also leads to sharp fluctuations in agricultural
production causing the ruin of millions of peasant holdings.
The most sigmficant example of disguised dumping effccted
by the Usited States 1s 1ts mass sale of agricultural “sur-
pluses” on the markets of the developing countries (under
US PL 480), a practico which has become one of the main
levers of US foreign policy.! The disastrous cffect of theso
“surpluses” under the guise of aid on the markets of these
countries stands out particularly clearly in the caso.ﬂf
India. India began to 1mport American grain (wheat, rice
and maize) in 1951, when there had been a marked nsoe
1n grain and food prices on account of a bad haryest. Between
1951 and 1938 the anuual import of American “surpluses

did not exceed 1,300,000 tons. Iowever these imports wero
noliceably stepped up in 1959 and 1960 coming to 3,100,000
and then” 3,200,000 tons. In May 1960 the Umted States
and India signed an agreement allowing for deliveries of
16,000,000 tons of grain and 1,000,000 tons of rice in the

L In 1906 this Jaw was given a new name: “Law on F'ood fteliol
to ¥oreign Countries™,
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course of the following four years From then on these grain
dehiveries have taken the form of an alternative to agrarian
reforms, which 1n the opimon of many Indian economists
are absolutely vital for the expansion of agrmcultural pro-
duction This pelicy has resulted 1n Indin grawn produc
tion showing a marked dechne, from 12 000,000 tons in
1961/62 to 9,700,000 tons mn 1963/64 The smaller Indian
grain haryests have led to 1 mse m gramn prices, and this,
1 1t$ turn, has made India st1ll more dependent on Amen
can grawn deliveries, which by 1964 exceeded 5 000,000 tons
Nevertheless these deliveries on an average did not make
up mere than 10 per cent of India’s market stocks they
were used to supply the army and the urban poor 1n the
country's mdustrial centres, etc Another point that should
he noted wn this counection 1s that because of the poor
sector’s low purchasng power the grain supplied by the
Umted States was sold on the internal Indian market at
prices considerably lower than the import price This
situation m 118 turn required the allocation of considerable
subsidies out of the Indian budget *

American grain deliveries were not the decisive factor
1n the supply of the population with gramn and foodstuffs,
m particular 1 {904/65 when local production of cereals
(wheat, rice, ete) rose to 87,400,000 tons as aganst
79,400,000 tons for the preceding year In the years that
followed though they continued to constitute a disorgamsing
factor 1n both the Indian market and Indian cereal produc
tion Caven the low purchasing power of the poor sector,
large quantities of the US grain often fell into the hands
of dealers, who, making the most of the situation, later
sold 1t again at higher prices The Indian farmers, in their
turn, having virtually no machines or fertihisers and seeing
no hope of increasing their incomes from long term invest-
ment in their holdings, reframed from making such nvest-
ments during those years which 1n the long term led to the
shrinkage of areas sown to gramn throughout the country

The solution to India's gran problem 1s beheved to be
th;e’ creation of stable conditions favouring the expansion

1 In the germd 1956-G4 alone the Indian Government spent close
on 1,000 million Tupees on these subsidies

7—-0913
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of agricultural production Many Indian experts agree that
1f the Indian Government made use only of those sumsthat
were spent on subsidising the sale of American grain on the
nternal market to effect agrarian reforms, positive results
would have been appreciable at the time Dut so far no
changes have been made 1n February 1966 India concluded a
new agreement with the Umied Statcs for additional gramn
deliveries (amounting to 167 mullion dollars) subject to the
same conditions as before ! In February 1967 India signed
an agreement with the United States for deliveries of an-
other 2 000 000 tons of grain under the current programme *

Mass dumping of surpluses” on the Indian marhet
enabled the US Government and monopolies to gan a firm
foothold in the private scctor of the Indian economy and
start putting out feelers for Indian finance since almost
all the earnings from sales of these surpluses were erther
placed at the disposal of the US Lmbassy 1n India or made
subject to Embassy control when distrtbuted 1n the form
of loans, credits, subsidies, etc The US Embassy in India
used this money not nfrequently for interfering 1 India’s
mternal affairs as was the case for instance during the
1967 elections 3

The conclusion can thus be drawn that delivemes of
American grain “surpluses” to India not only led to stagna-
tion 1n local agricultural production, disorgamised the
Indian market, caused losses 1n the state budget and mten-
sified anflation as a result of increased grain prices, but
also promoted the deeper penetration of the Indian economy
and Indian finance by American capital ¢ It was no comnct-
dence that the President of India Radhakrishnan 1n a speech
to Parhiament on March 18, 1967, called upon the govern-

1 75 per cent of the money made from these grain sales 1s s};ont
on long term loans for the construction of projects agreed on h{ oth
parties 1n advance 5 per cent 1 <pent on financing Indian lirms inhed

with American cipital, and 20 per cent 1s placed at the disposal of

the US Embassy in India
2 After this agreement has come into effect total deliveries of US
gram “surpluses® and  foodstufls have reached 50,000 000 tons
3 Ree The Indian Express, March 30, 1967
3 The US Gorvernment's rupeo deposits had reached six thousand

mulhon by mid 1969
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ment to take steps to rescue India from American aid by
1971 In October 1909 the Umted States imposed on India
resised terms for its granis of aid under PL 480 and India
was then obliged to pay for 60 per cent of the mmports 1
convertible currency instead of the 40 per cent stipulated
previously Itwas only two yearslIater i Augusti971 that
the Indian Government decided not to renew 1ts agreements
with the Umted Stites for delivenes of these agricultural
surpluses

This type of dumping produces the same results in other
developing countries with which America concluded similar
agreements for delivenies of agricultural surpluses Senator
Aiken of Vermont adnutted after lus visit to Latin Amerzca
m 1959 that the United States was undermiming local pro
duction with 1ts mass scale dumping of surpluses on Latin
American markets

Other motives lie behind the dumping of agricultural
produce The government subsidises the export of sur
pluses out of 1ts own budget to which end sinetly
speaking PL 480 was really introduced in the first place
If 1t 1s from tlus angle that we evaluate American gifts
to the developing countries they will appear essentially
as yet another type of dumping seeing that the consumer
1s given no reductions on the retail prices for those commo
dities which the couniry in gquestion receives as gifts

Foreign monopolies often resort to creating assembly
plants and trading bases which are given the grand titles
of factory or worhshop where certain types of machinery
or equipment are assembled or adjusted using parts and
units manufactured 1n the leading capitahist countries This
prictice 1s often found 1n many countries of Asia Latin
America and Africa and 15 used with parficular enthusiasm
by the American and West German monopolies It enables
the monopolies to create the 1llusion that they are promoting
the development of industry designed te produce means
of production 1 these countries while 1n nctual fact they
compel the developing countrics to 1mport from the leading
capitalist countries not merely machies and equipment
but individunl umts spare parts sem: manufactured goods
synthetic raw matemals ete  and wmoreover at prices
dictated by those same monopolies who thus succeed

*
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m tying up the economues of the developing countries
still more closely with their own and securing themselves
profitable marketing outlets

An enormous obstacle 1n the way of the developing
countries’ foreign trade 1s the protectionisin practised by the
leading capitalist countries The United States, for example,
raises tariffs not only on manufactured goods but also on
raw matertals which deals a particularly cruel blow at the
interests of the developing countries Protectionist measures
have been introduced by the Umted States with regard to
Chilean copper, Bolivian and Peruwvian zinc and lead,
Urugnayan wool, Argentimian meat, Brazilian coffee and
other traditional exports of the Latin American countries
Not only these high tariffs obstruct the export trade of the
Latin American  countries but also gquantitatiwe rest-
rictions or import gquotas The Umted States sets up
quotas cvery year for the 1mport of sugar, meat, anmimal
fats, oil, zinc, lead, copper, ground nuts, coffee, wool,
cotton and other fabrics Measures of this type are also
adopted by the Common Market countries

The monopolies also have a number of other means at
their disposal for the systematic plunder of the develop-
g countries 1n foreign trade, for trading transactions
m the developing countries are controlled by trading
firms, shipping companies and banks of the imperialist
countries Very few of the developing countries have their
own merchant fleet Suffice 1t to point out that over threo
quarters of the capitahist world’s cargo vessels and tankers
(1n terms of tonnage) are those of the US, Brtish, Dutch,
Japancse and French fleets, and the shipping companies
naturally do not let ship opportunmities of securing high
profits through freightage British and American shipping
companies, for mnstance, making the most of the temporary
closure of the Suez Canal resulting from the Anglo French-
Israelt aggression against Dgypt 1 1956, doubled freight
costs for their cargo vessels and put freight costs for their
tankers up by nearly 150 per cent, ‘carmng’ hundreds of
million dollars extra through this ntanoeuvre ! Similar

Y International Financtal Statistics, Vol G, January 1969, p 35.
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measures were adopted by these countries in 1967 after
Isracl’s aggression against Egypt, Syria and Jordan.
1t is not surprising that the insistent demand on the part
of the developing countries that the leading capitalist
powers loosen up their trading stipulations and aid terms,
was onc of the main items discussed at the first and the
second UNGTAD conference. This came particularly clearly
to the fore in the course of the second conference (Delhi,
February and March 1968). The delegates from the develop-
ing countries unanimously expressed their concern at the
deterioration of the developing countries® position in world
trade, the growth of their oxternal debts and the burden
of the conditions attached to aid. Particularly harsh crit-
icism was directed at the imperialist monopolies that
invested their capital in the developing countries in ways
that conflicted with the latter’s development plans and
were directed simply at securing high profits for themselves,
The representatives of the developing countries demanded
far-reaching improvements in trade conditions, a halt to
discrimination in foreign trade, the elaboration of prin-
ciples for agreements on the export of raw materials and
semi-manufactured goeds and an easing-up of the terms
connected with the repayment of trade credits. The
just demaunds were supported by the delegations of the
socialist countries who demonstrated convincingly in their
addresses that the export of profits on capital invested
in the developing countries in 1966, for example,
came to almost 75 per cent of the total inflow of financial
resources jnto these countries from the capitalist world.
The Soviet delegate pointed out that this export of profits
on the part of the monopolies intensified the shortage
of foreign capital in the developing countries and restricted
their opportunities for importing machines and equipment.
He went on to call for the lifting of all barriers obstructing
trade and cconomic co-operation, underlining the fact that
the Soviet Union and the other socialist countries were
working to promote mutually "advantageous trade with
the developing countries and co-operation with them on an
equal basis. The representatives of the socialist countries
strongly criticised the discriminatory policies against the
People's Republic of China, the German Democyatic Republie,
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the Korean People's Democratic Republic and the Democ-
ratic Republic of Vietnam, which, as a result of the leading
capitalist countries position had not been mvited to the
Delh: conference pointing out that the GDR, for example,
already at that period was the 14th most important trading
nation 1n the world Emphasising that the socialist countries
could 1 no way be made responsible for the cconomic
backwardness of the developing countries, for which all
blame could be laid at the door of the imperiahist powers,
the delegates of the socialist countries demonstrated con-
clusively that the most raprdly expanding sphere of world
trade 1n the current period was trade between the socralist
countries and the developing nations for example, the
share of manufactured and semu manufactured goods mn the
exports from the developing countries to the socialist
countries exceeded 19 per cent between 1955 and 1966,
while the share of such goods 1n the developing countries’
total exports to the devcloped capitalist countries over
the same period came to only 11 per cent The delegates
from the socialist countries also gave voice to their support
for the developing countries'understandable desire tobuldand
expand their merchant fleets In that connection the Soviet
delegato drew attention to the expanding Soviet Indian
co operation 1n the sphero of shipping, 1n accordance with
which their two fleets shared cargoes on an equal footing,
siressing at the same time that the USSR intended to open
new merchant shipping hnes to the developmg countries
The honest approach to the developing states on the part
of the socialist countries and their energetic support of the
just demands of the newly independent states met with com
plete approval on the part of all delegations from the devel
oping countries represented 1t the Delhi conference

The representatives of the leading capitalist countrics
adopted a completely different stand The British, Dutch
Damish, Japanese and Norwegian delegates attempted to
call 1n question the expediency of the developing countries
building their own merchant flects The US delegation did
not reply to the address by the Pakistam delegate who
conclusively demonstrated that a large part of American
aid had been consumed by the high freight costs demanded
from the developing countries Nor did the US representa-
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tives give a reply to the Soviet delegation s grounded
accusation to the effect that US planes and ships had been
gomng 1 foi ‘prrate” activities for many years encroaching
on the free passage of ships off the coasts of Indochina
and the KPDR and 1 the Carbbean and Mediterranean
seas, not merely scrutimsing and lolding up the merchant
vessels of numerous countries, but even subjecting them to
open attachs An attempt by a US representative to justify
lus government s foreign trade policy towards the developing
countres in tlussphere proved acomplete fiasco huis announce
ment that the recently signed agreement on preferential
trade terms concluded by the Umted States and the Philip
pines was 1n keeping with the interests of the latter, gave
Tise to strong protest on the part of a Philippine delegate,
who pomnted out in his speech on March 1, 1968 that the
agreement was only advantageous for the United States,
which had therehy secured for itself duty free access to the
Philippine marhet, ousted all competitors and undermined
the 1slands® local 1ndustry

The delegations from the leading capitalist powers objected
particularly vehemently to proposed improvements in trade
terms for the developing countries, exerting pressure on
the delegations of some countries present to stand down
The British representative, for example hurried to pomt
out that Britamn could gave no guarantees on that count,
while the US delegate announced that his country would
not grant any universal tariff preferences to the developing
countries until 1t had made a study of the conseguences
this step would have on certain branches of American pro
duction

Precisely the position adopted by these powers, who
are above all to blame for the cconomic backwardness
of the developing countries and wlho continue to evploit
their manpower and natural resources effecting systematic
plunder of the same by varous means including trade,
almost reduced the Dellu conference to deadlock 1In this
connectron Gunnar Myrdal pointed out It 1s a fact, that,
as yet, no Western developed nation has made any real
sacrifices 1 shouldering aid oblhigations to developing
countries Neither have they been prepared, on the whole,
to abstamn from even minor trading advantages that can
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be shown not to be of real long term interest to a developing
country?!

Nevertheless thanks to the socialist countries’ support
for the main proposals put forward by the developing states,
this conference was to signify a step forward 1n comparison
with the first UN Conference on Trade and Development as
rightly noted 1 an interview given by Nikolar Patolichev,
head of the Soviet delegation, on March 27, 1968 ¢ Ths
cvaluation of the conference was shared by many delegates
from the developing countries, wncluding the Secretary Ge-
neral of UNCTAD, Raul Prebisch, who 1n lus concluding
speech referred to the results of the conference as “modest
but positive’ The Delh1 conference adopted some 1mportant
resolutions, a number of which had been proposed by the
soctalist countries® and welcomed by the majonity of the
conference delegates The session approved the shipping
resolution calling on the industrially developed countries
to view positively the requests of the developing countries
for help 1n the creation and expansion of their own merchant
fleets The conference also adopted a resolution for univer-
sal tarff preferences 1n the interests of the developing
countries, although 1t did not oblige the developed countries
to take any concrete steps in this direction It would of
course have been naive to expect that thus conference could
have solved all trade problems given the unwillingness to
co operate on the part of the leading capitalist powers, which
continue systematically to plunder the developing countries
and expand their eaport trade mamnly at the expense of the
latter Revealing in this respect 1s the fact that in 1967
alone the US monopalies increased their exports to these
countnes by almost 2,000 millhion dollars thanks merely
to tanii ‘concessions’ in its interests the Umted States
earned no less than an additional 3,000 million dollars

* Gunnar Myrdal, op, cit,, p 313

* See Pravda, March 28, 1968

3 Oa the stabihisation of prices for traditional exports of the devel-
oping countries and the expansion of the range of their exports, oo
tho oxtension of cconomic and trade co-operation batween tho socialist
and the developing countries, on the conglhons for long term bilateral
agrecments concerning raw materials, on possible ways of curtatling
the outflow of tho developing countries' finncial resources,’ete.
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from 1ts export trade with the developing the countries Nor
1t 18 a comcidence that the leading capitalist powers were
put out by positive resolutions adopted in Dellr It 1s
precisely their fault that there has as yet been no practi-
cal elaboration of a unmiversal system of taruff preferences
m the interests of the developing countries on a basis
of mutual advantage and non discrimination At the re
quest of the leading capitalist powers the first session of
the special UNCTAD commuttee formed to draw up these
tanii preferences was put off for six months When the com-
mittee finally did meet 1n Geneva at the end of 1968 the
leading capitahist powers refused to discuss the conerete detals
of any such system Nor did the outlook change mn the
course of the committec's second session held in April 1969
As a result of the stand adopted by thar representatives
the UNCTAD commutiee was again unable to complete
the task entrusted to 1t at 1ts session 1n Geneva 1n Septem
ber

The developing countnies are mahing more frequent and
more effectave use of the United Nations and specral mter
national orgamsations to dcfend their trading interests
Thanks to these efforts wluel enjoy the support of the
socialist countries international agreements on sugar and
coffee ave come nto effect in recent years The draft for
a sugar agreement was approved on QOctober 24, 1968 at
the UN Sugar Conference held in Geneva By the end of 1969
34 countries, mecluding the USSR, had subscribed to it
and 21 others had announced their readiness to do so On
January 3, 1969 a new International Cofiee Agreement came
o force wluch was then ratified in London on Fobruary 19,
1968 at a session of the International Coffee Organisation
Counail, by which time 33 countries had subseribed to 1t
These and other such agreuments guwanteed markets for
coffte wnd sugar exporters and also mumum prices for
these commoditics

The honust pohicies of the USSK md the other socralist
countries 1n relation to the desdoping countries and thar
co aperation with the latter, have compcllud the loding
capitalist countries to make cort un concessions to the deve
Ioping countries with regund to trade, mncluding the ques
tion of tantfl preforanees for manuficturdd goods, though
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thist conccsstons were not of anv major sigmficance David
Rockefeller chairman of the Chase Manhattan Bank, at
an anterntienal fmanetal forum i Rome n March 1971
callad attention to the need for a reappraisal of foreing
trade policy  Ilus spohesman for US finance eapital found
hineeddf obligad 1o achnowledge the catastrophic efficts
of protcctionism and dumping and alse of discrimunation
agatnst the socialist countries 1n the sphere of trade,
whilc moanly  accusing the Common Marhet countries
of these practices Calling for some reappraisal of US trade
policy nd for an extension of US trade with the USSR and
othur sociahst countries, David Rockeleller was of course
taking as his point of departure primartly the mterests of
Amcrie w eapital, he also expressed the hope that unpm\ul
trade would <ccure more advantageous conditions for pri-
vale  \mcrican imvestment overseas !

Stifl Cielier Presidunt Nixon had  achnowledged the ned
for a raipprusal of US trade policy m lus message to
Congress on foragn policy un Pebruiry 18, 1970 After
uanphwisaing the United  States’ adhorence  to the prin-
aplis of free trade, Prossdent Nexon admittad that for
thur trade to dovelop successfully  the developing coun-
tries must hve guaeantaad aceess to the markuls of the
wdustrially duvdopad countries, mihing the dicison of
this problon conditional on the concluston of an wtcrnation-
ab agreamont on tanft proforonces T Thas, howewr, Mison
was to repuit n lus mmessage to Congress on foragn policy
aaactly 1 oyaar later, on Fobnnry 18, 19710 So fie thoe
o neticable change o the forang trade poelicic
Morvover in the wihe of the recant dollar cosis of
Yegust 1971, the United States wis compdled to announcs
uew prubeetionist omeoasuns, mcluding the suteoduction ol
an teron 10 poe cont surchange on bmports which dodt
4 hosvy Dlow at theantonosts of the doveloping conntries,
in pticular thos of Latin Amorica whide are eepestally
degen oot o LS mrhats,

VTae heo Yoo Tiowr Marchir, {51
L R A A R X Il PRV SR YRR YN DY
Feae VB thayioa fe VI s e atel o bttt 3%
13, 8,00






108 NEOCOLONTALISM METHODS AND MANOEUVRES

agreement for the statioming of South African troops in
Lesotho 1f, in the opinion of both governments, the need
should arise after the departure of the British All this,
together with the fact that this small state 1s surrounded
on all sides by South African territory, serves to show that
its independence 1s a mere formahity The British adopted
similar tacties 1n relation to the new republic of Botswana
(known as Bechuanaland before independence) The grant-
mg’ of independence to thus republic was also a pure for-
mality

At the end of 1967 DBritain announced 1ts intention of
granting 1ndependence to the Swaziland Protectorate On
February 19 of the next year, negotiations with a Swaziland
delegation sent to Britain for the purpose were opened 1n
London The draft for the Constitution which was to have
come 1nto force on September 6, 1968, was prepared by
the Commonwealth Relations Office on similar lines to the
Lesotho Constitution and was designed to consolidate Brit-
1sh domination 1n that country whose mdependence was
also purely nominal During the London negotiations 1t
was agreed that the government of the new independent
state would maintain friendly and close t1es with the Repub-
he of South Africa During the Apnl 1967 elections which
ended 1n a victory” for the party led by King Sobhuza II*
which gamned all 24 seats 1n  parhament”, the electoral
system, also prepared by the British, proved itself in prac
tice the local progressive party—the Ngwane National
Liberatory Congress—did not gain a single seat in parha-
ment although 1t gained over 20 per cent of the votes The
demand put forward by Dr A P Zwane, the lcader of the
party, for the elections to bo conducted under supervision
of OAU observers was turned down by the British

This method of granting formal ndependencoe assumes
various forms One is the amalgamation of a number of
former colonies or dopendent territories in federations
A typieal example of this was the establishment by the
British of the Central African Federation, embracing
Northern Rhodesia, Southern Rhodesia and Nyasaland
Naturally enough the British colontalists did not consult

1 The Imbokodvo National Movement
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the peoples of these couniries before embarking on such
a step The motave behind 1t was to put off, at least for
a time, granting genwine 1ndependence to the colonies and
territories incorporated inte the new federation However
strong protest from the peoples of Northern Rhodesia and
Nyasaland finally disrupted this plan and, by the end
of 1963, two more new states appeared on the map of Alrica
Zambia and Malawt

After that the British colonialists adopted new tactics with
regard to Southern Rhodesia, although the motive belund
their actions remained the same to delay granting genuine
independence to the country’s native population, the
Zimbabwe people Steps had been taken to pave the way
for the creation of a ractalist regime 1n Southern Rhodesia
by the British as far back as the 1930 According to the
racialist laws obtamning in that country, Rhodesia was
divided into African and European areas and, what was
more, the white mority (220,000) was given half the
agricultural land, while four mullion Africans had to make
do with the other half Ofhcial figures reveal that average
wages for whites are still ten times the average African
wages Only 12,000 of the four mullion Africans are allowed
to participate i  elections’ With the obvious approval
of British neocolomahists, the government of the white
minonity headed by Ian Smth started to press for unilat-
eral declaration of independence for Southern Rhodesia,
as was first announced on November 11, 1965 Before
declaring 1ndependence the Smith regime threw all ‘sus
prerous” Africans into concentration camps In an appraisal
of these measures the French newspaper Le Figaro wrote
at the time The police 1s arresting suspects and ‘settles’
them 1n the camps without trial, supposedly for one year
However there 1s nothing te prevent them from being de
tained thereindefinitely The number of these ‘settlers’ varies
from one to five thousand according to whether the source
1s_a government or liberal one ™

The lack of umty among the African political organisa-
trons accounts for the confidence displayed by the henchman
of the racialist Rhodesian Front, Ian Smuth In Rhodesta

! Le Figaro, November 13 1%, 1965, p. §



110 NIOCOLONIALISM METHODS AND MANOLUVRES

there are two political orgamsations, the Zimbabwe African
National Union (ZANU), which reflects above all the atti-
tudes of the intelligentsia, and the Zimbabwe African
People s Umon (ZAPU), wluch represents wide sections
of the country s native population Ilowever, ZAPU 1s
also not wholly consistent 1 1ts policies Whereas ZAPU
originally supported the creation of a government con-
sisting of represcntatives of the African mnajority and ‘one
man one vote clections, 1 December 1965 1t compromised
and started advocating the creation of a natronal’ govern-
ment for a five year transition period, thus remouncing,
although only temporanly 1ts original goal

Despite British ‘protests”, despite a special visit by
British Prime Minster Wilson to Salisbury in Qctober
1965 for megotiations with Ian Smith and Brtain's later
appeal to the Secunity Council, and even despite the “sanc-
tions ! against Rhodesia, a sober assessment of Britain s
actions brings to hight attempts to consolidaie yet another
stronghold of racialism and neocolomalism 1n Southern
Rhodesia—just another link 1n the chain of barriers set
up agaunst the pational hberation and anti imperialist
movement of the African peoples The British Darly Worker
summed up these manoeunres of the British neocoloma-
lists 1 the following apt sentence What Britun 1s domng—
or falling to do—is, 1 fact, helping to mamtain white
supremacy 1n Rhodesin'® This 1s borne out by several
well known facts 1t 15 precsely Bntain who armed the
Smith regime, thereby encouraging Rhodesia to ally itself
with racialists 1n South Africa and the Portuguese colo
malists m Angola nd Mozambique 3 The UDI was a chal-
lenge from Tan Smith not only for the hberated African
countries but also an ouirage agunst the UN Declaration
on the Granting of Independence to Colonial Countries
and Peoples (1960) Approaimately a month previously,
on October 12, 1965, the UN General Assembly, prompted

t British sanctions took tho form of an embargo on o1l exports
to Southern Rhodesia, which according to the British press have proy crd
completely 1mellective See The Financial Times, Noy ember 17, 1965

The Daily Worker, December 6, 1965
3 Sce “Tho Soviet Government Statement in Connection with

the Situation 1n Southern Rhodesia”, Prards, November 17, 1965
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by the African countries, had adopted a resolution 2012 (XX)
demanding that Britamn take all necessary steps, if the
Smith regime should proclaun mdependence” On Novem
ber 11, 1965, the UN General Assembly adopted another
resolution condemning Smith’s 1llegal act and again pro-
posing that Britain take action, even resort to armed force,
and transfer power to a government embodying the will of
the Zimbabwe people On November 12, 1965, the UN
Secunity Counctl m 1ts turn called on all countries not to
recogmse the racialist regime and refuse i1t any support !
In October 1965 a session of the OAU Council of Mimsters
and 1 conference of the heads of state and governments
from the OAU member countries were held mm Accra The
two meetings unammously condemned both the Smuth regi-
me and the behaviour of the British Government, demanding
a revocation of the 1961 Constitution, the release of politi-
cal prisoncrs and new elections based on the ‘one man one
vote” principle However, the Smith regime chose to 1gnore
not only the UN resolutions but the OAU ones as well The
situation called for decisive action on the part of the African
countries and i Addis Ababa an emergency session of the
OAU Council of Ministers was convened, which on Decem-
ber 3, 1965 adopted the following resolutions

(a) all OAU members would immediately bring inte
gﬂcct a total economic blockade against Southern Rho-

esia,

(b) 1f Britain did not break with the racialist regime by
December 15 all OAU members would break off diplomatic
relations with her,

() to turn to all friends of Africa with a request for all
possible lielp to carry out the measures ained at overthrow-
mg the Smith regume,

(d) to turn to all countries with a request to halt oil
deliveries to Southern Rhodesia

The whole of Africa welcomed these QAU resolutions
These resolutions were indeed of outstanding importance
and thesr strength lay above all 1 the unmimty of the
36 countries that approsed them at the QAU meeting

! Sce Document S/Res 216 (1965) of November 12, 1965 Resolu

fion 247 (1975) adopted November 20 1965, and Document S/Bes
217 (1965) of November 22 1960
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No less umportant was the fuct that during the session the
African OAU mumbers had frequent occasion to observe
that Britain was an accessory to Rhodesta’s “unilateral”
decliration of ‘“mdepundence” and was teying to restrict
the \fricin countrics  freedom of action

Yct the position of the colontal powers 1n Africa 18 stull
strong wd they hasve sucecedad 1n undurmumng that wty
only tun countries consistuntly carried out the resolutions
adopted by the OAU Couneil of Mimsters ' The govern-
ments of Morocco, Senegal, I'umisia, Cameroun, Ethiopia
wnd some other countries conimed themsclves to breahing
off cconomic and trade hnhs with Rhodwia A number of
Alvican countoies sefeatned from breakang oft diplomatic
relations with Britain explaimng thus by theiwe lach of
armed forces with which to combat the Smith régime Thus
the manocuvres of the ncocolonialists, who undoubtedly
brought pressure to bear on the governments of many Afri-
can countrics, were on tlus occaston successful The Brit-
1sh  Government’s protection of the Smth régime had
become so blatant by this time that the African delegates
left the hall 1n protest when the British Prime Mimster
Harold Wilson tried to justify British policy on thus issue
1 the course of hus speech at the plenary scsston of the
UN General Assembly on Deccember 16,

Trying at all costs to consolidate this temporary success
the British Government hurriedly decided to call a con-
ference of the Commonwealth heads of state which was held
m Lagos on January 12 13, 1966 This manoeuvre of the
British neocolonialists was an obvious sham and naturally
gave rise to harsh criticism wn Africa This 1s what The
Ghanatan Times had to say on the subject for 1instance
No one need take the antics of the Commonwealth seriously
For 1t looks as 1f the strings are being pulled somewhere
Nor should these States, whose action 18 perhaps uncon-
sciously armed at sabotaging the OAU, forget the warning
that to betray a people’s revolution for personal or foreign
Interest 18 a crime of an unpardonable nature ™ Sure enough

1 {ncluding Algeria, Guinea, Tanzanta, Egypt, Mali, and Congo

{Brazzaville)
2 The Ghanalan Times, January 11, 1966
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the decisions of that conference reduced to nothing the OAU
ruwolutions  Wilson succeeded 1t convincing those attend
g tho confurence that 1t would be sufficient for them to
confino themseclves to cconomic sanctions agawnst Southern
Rhodesta  Representatives of some  countries present
although they demanded that Bntain tahe military action
(Sterra Leone, Zunbia, and others) did not do so forcefully
enough to influence the final decisions taken 2t tho confer
ence Time was to show that “sanctions did nothave any
pirticularly powerful effect on Southern Rhodusia s ccono
mjy and trade These tactics on the part of the British neo
colontalists were natucally supported by her partners
NATO who considered this 1ssue an “mnternal matter for
Britaan
Thus the British ncocolomalists and the Rhodesian
ractalist regime have succecded with the hulp of other
NATO countries tn applying the method of granting formal
mdependence to the natave popultion of Rbodesia How
ever, the final word on this issue belongs to the peaples of
Africa One thing 1s certain tlus attempt at camoullaged
neocolomalism has been exposed before the whole African
continent and tlhis alone means that the mmperialists will
not be able to aclueve the suceess they are countingon The
fact that Britain s manoeuvres have becn exposed was con
firmed yet again by the conclusions drawn at the 10th session
of the QAU Council of Mimisters held at the end of February
1968 Almost all the countries repr ted there | i
the South African and Rhodesian regimes and that imposed
1 the Portuguese colonits the session confirmed that the
economic sanctions against the Smuth rcgime had Dbeen
a complete failure since they had been 1gnored by the
Republic of South Africa, Portugal and a number of Western
countries which had violated ihe resolutions adopted by
the Umted Nations and the OAU and for all intents and
purposesby Britain herself Further exposure of the mangeu
vres resorted to by the Western powers in connection
with the Rhodesian 1ssue teck place when the issue was
lil&;:éxssed m the UN Secunity Council 1n March and April

The Smth regime enjoying the support of the Western
powers as it does continues to pay no attention to the
80813
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resolutions passed 1n relation to Rhodesia, including those
of the Security Council of the Umited Nations The position
adopted by the Western powers was openly acknowledged
by the Portuguese Minister for Foreign Affairs on February
21, 1969 1n a reply to notes from the UN Secretary General
of January 6 and 7, in which U Thant pointed out that
Portugal was violating the Security Council resolutions on
the Rhodesian question The Portuguese Minister ex
plained lis refusal to close down the Portuguese consulates
and air line offices 1n Rhodesia, saying that Portugal was
not the only country still maintaiming various forms of
representation in Salisbury The British Government, on
the other hand, 1s finding it harder and harder to disguise
1ts comphcity with Ian Smith and its refusal to grant
1ndependence to the Zimbabwe people without msking
a break up of the Commonwealth, as emerged from the
Commonwealth Prime Mimsters” Meeting held 1n London
on January 7-15, 1969 Despite the appeal of the British
press to the meeting delegates to view British policy on the
Rhodesian question with due understanding’, the over-
whelming majority of the delegates (23 out of 28) eniticased
that policy ! Wilson continued to press for approval of the
plan of action evolved on the basis of his talks with Ian
Smith on board IfALS Fearless However, the British plan
was rejected by the delegates to that conference which
resulted 1n a deeper sphit between the ‘rich” and the “poor”
members of the Commonwealth on the one hand, and sigm-
fied an unmstakable rejection of any appeasement of the
Snuth regume on the other.

Such was the situation when in May 1969 Ian South
had recourse to a referendum for approval of the new Con-
stitution and proclaimed a republic of Rhodesia 1n an attempt
to “legalise” his regime According to that Constitution
the Rhodestan parhament was to have 66 members (fifty
clected by Curopeans and 16 by Africans) This new attempt
at trickery gave nse to strong protest throughout Afnca
which found evpression m a spectal OAU declaration on
May 22, 1969 Tlus decliration stated that (a) Ian Smuth's

5 Only Auwstralia New Zealand, Malawi and Malta supported
Britain on this occasion
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plan again brought up the question of Britain s responsibil-
1ty for the future of the Zimbabwe people, (b) there was
no longer any path open to Bmtain apart from the use of
force aganst this regime, and any other course of action
would merely demonstrate Britains active complicity,
(c) the OAU would continue to give 1ts support to the Zim
babwe people, (d) the OAU demanded that all countries
broke off diplomatic relations with Rhodesia, (¢) the OAU
wnsisted that the UN Secunity Council apply the principles
laid down 1n Chapter VII of the United Nations Charter
to the Smith regime

In June 1969 the UN Sccunity Council again reviewed
the Rhodesian question However, desprie the unammouns
condemnation of the referendum” manoceuvre resorted to by
the Smith regume, as a result of the position adopted by
the representatives of the imperialist powers, the Secunity
Council did not accept the proposals put forward by the
UBSH and vanous other countries with regard to the apph
cation of the principles laid down in Chapter VII of the
Umited Nations Charter to the Smith regime The stand
then adopted by the Umted States and Britain was partic-
ularly hypocritical as was brought to light once more 1n
the course of the Secunty Council meeting and still more
clearly during the 13th sessionof the QAU Council of Min
1sters  (August 1969) and the Gth session of the Summit
Conference of Heads of State and Governments of the QAU
{Addis Ababa, September § 8, 1969) Diallo Tell, the QAU
Sceretary General, stated openly 1nhisreport to the confer-
ence that the Umited States, Britain, the FRG, France
and Japan were openly supporting colomalist and racialist
regimes 1 Africa During the session of the OAU Council
of Minmisters on August 27, 1969, V. Rwamwaro, the Ugandan
representative, accused Brtain of shameless betrayal and
abandonment of her responsibilities 1 Rhodesia backing
up these words with ample ovidence, Abdou Sidihou, Nigo-
na's Secretary of State for Foreign Affairs, described n
graphic terms the humiliating challenge thrown to the world
by the wlte mimnority governments 1o South Africa and
Rliodesia The conferenco’s subsiquent resolution stressed
the legitumacy of the struggle against raciahist and coloninl
regimes and the determination of the OAU to support

be
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national liberation movements In the clusing speech at
the Gth scssion of the confercnce, Ahmadou Aludjo, Prest
dent of Cameroun called upon the Western powers to stop
conniving at the raciahist and colomal regumes in southern
Africa

Faced by the umted mmperialist front openly supporting
the colonialist and racialist policies of Portugal, the Repub
ic of South Africa and Ian Smith, the leaders of the mnde
pendent African states have become more aware of the need
for united action as thetr most cffcetive weapon in the strug
gle aganst the neocolonialist manocuvres of Britauin and her
NATO allies The growth of this untly was reflecied i the
resolutions passed at the 15th session of the OAU Council
of Mumsters (Addis Ababa, August 1970) attended by
40 member countries The session confirmed the resolution
of those countries to support national hiberation movements
throughout the continent and condemned 1n no uncertain
terms arms delivenies from NATO countries to raciahist
regimes and to Portugal 1n violation of the UN Security
Council resolution These resolutions adopted by the QAU
Council of Mimsters were supported 1n September 1970
by the Summit Conference of Heads of State and Govern
ments of the OAU a fact which testified to the growing
consolidation of the forces of free Africa This new mood was
reflected 1n the MNigeman newspaper West African Pilot
which commented It 1s now almost conclusively obvious
that Great Britain, France West Germany and the Umited
States of America are unwilling to help African leaders

It has long been felt that economic sanction against any
of the African enemies 15 a downnight failure The whole
affair now rests on Afriwcan leaders to help themselves (my
emphasis —V V') ?

Still greater unamimity was demonstrated during the
emergency session of the OAU Council of Mimsters (Lagos
December 9 14 1970) convened on account of the attempted
invasion of the Republic of Gumea by Portugal and her
mercenaries The session discussed the report delivered by
Diallo Telli the OAU Secretary General and the statement
made by the Guinean delegation Diallo Tellr reminded

1 Yest African Pilot Lagos September 1o 1570
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delegates to the session of former aggressive acts perpetrated
by Portugal, South Africa and Rhodes;a against Zambia,
the Democratic Republic of the Congo, the People s Repub
lic of the Congo, Sencgal and the Republic of Guinea, calling
attention to the need for paolitical, diplomatic, financial
and mulitary measures to repulse Portugal in the event
of any new attack against an African country Ismail Toure,
head of the Guwnean delegation, proposed the following
plan of action for the OAU consohdatron of the Repubhe
of Gunea's defence potential, the creation of an effective
military arm of the OAU, 1ncreased aid to liberation move
ments 1 Africa, the proclamation of November 22 as the
Day of Struggle Against Portuguese Colontalism, the 1mme-
drate adoption of essential measures by the group of African
countries 1n tho UN, the convocation of a meeting for the
heads of state irom the OAU member countries These pro-
posals were supported by the majority of delegations pres
ent and provided the basis for the resolutions adopted by
the session The session passed two resolutions severely
condemmng Portugal s aggressive action and support of
Portuguese policy by the NATO countries, demanding
that Portugal pay reparations to Guinea for the losses 1n
curred 1n accordance with the UN Security Council resolu
tion to that effect approved on December 5, 1970, and that
the mercenaries who took part in the harbarous aggression
be pumished The sesston also resolved to proclaim the day
on which the Portuguese mercenaries had imvaded Guinean
territory, namely November 22, 1970, as the Day of Struggle
Against Portuguese Colomahsm

At that sesston 1t was also decided that the necessary
material, mihitary and technical assistance would be afforded
the Republic of Guinea 1f any new acts of aggression occurred
and that the ard to the national liberation movements in
the Portuguese colones would be stepped up During that
sesston of the OAU Counctl of Mimisters the feasihility of
sending contingents of African troops to protect the Republic
of Guinen was also discussed Practical possibilities for
carrying out the approved resolutions were discussed later
at a session of the OAU Defence Commission.

Sumpung up the results of this extraordinary session
Ismail Toure, the leader of the Guinean delegation, described
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mined, the imperialist powers abandon all talk of ‘ volunta
nly” granting ndependence to their former colonies and
halt at nothing, even open military action, to preserve or
attempt 1o restore colomal regimes This 1s clearly borne
out by the listery of the struggle for independence waged by
the peoples of Indonesia, Egypt, Malaya, Algeria, the Con
go, Vietnam, Laos,' Cambodia and the Portugucse
colomies

5 MILITARY METHRODS APPLIED
BY NEOCOLONIALISTS

The setting up of aggresswe mutitary blocs and alliances
and overseas military bases was used mnot only in the
struggle against the sociahist countries and in connec
tion with preparations for a third world war, but also
for combatttng the national hberation and ant:impe
rialist movement and the developing countries These
neocolonialist methods have been widely applied 1 con-
juctrion with acts of aggression police operations, the provo-
calion of local wars, varwus forms of wntervention wn the internal
affawrs of the developing countries, luding conspuracies,
coups d etat and assassination of leaders of the newly inde-
pendent states, and the national liberation and ant1 rmpe-
rialist movement A whole number of 1ncidents in the recent
past exemphfy the broad application of these methods
the provoeation of eivil confhiet between Greeks and Turks
i Cyprus, border confrontations between Somalia and
Ethiopia, attempts to mtervene in Cuba, conspiracies and
wmilitary coups 1 number of African countries, the roots
of which were often traceable to London, the murder
of Eduardo Mondlane, leader of FRELIMO, and of
Amulear Cabral, leader of PAIGC, British aggression
against the Yemen, Portugal's act of aggression against
Senegal, US armed intervention in the Dommiean Republic,
Israel s aggression against Egypt, Syria and Jordan, Portu
guese aggresston against the Repubhic of Guinea The prime
pece of villamy perpetrated by present day colomalists,
as jJustly singled out by Comrade Brezhnev was the
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them as an important advance for the whole of progressive
Africa, stressing that they were important for the whole
of Africa and the continent’s future Thus 1t can be seen
that the umty of the OAU countries (41 African states now
belong to the organisation) and the effectiveness of 1ts actions
during the ten years of 1is existence have been well con-
solidated

The OAU’s unimmous condemnation of British pohicy
over the Rhodestan question has again placed that country’s
ruling circles 1n an awkward political position In 1ts search
for a solution Heath's Conservative Government decided
once again to resort to secret negotiations with Tan Smuth
in the hope of agreeing on some “honourable” settlement

This honourable’ settlement was arrived at in the course
of talks between the British Foreign Sccretary, Sir Alec
Douglas Home, and Tan Smith in Salisbury at the end of
November 1971, however the settlement’ was condemned
as shameful by all progressive circles Essentially 1t repre-
sented a complete capitulation of the British Government
and 1ts final betrayal of the Zimbabwe people Smuth's
promuse “gradually” to hand over power 1n parliament to
Afncans (on the basts of the existing racialist Constitution
of 1969), as the latter gamed seats in parhament, was regard
ed as a disreputable sham by publie opmion 1n Britain as
well 15 abroad The majority of the members of the UN
Sccurity Council viewed this deal between the British
Conservatives and the Rhodesian racialists tn exactly the
samo Light after their discussion of the question 1n November
1971 Naturally all progressive forces in Africa, which
mdlgllnntly condemned the deal out of hand, tock the same
view

It therefore emerges unmistakably that the granting
of formal independenee to the former colonies wlule the
monopolies retain their ccononmie, financial and political
grip on theso countries 18 widely practised in the Third
World and has become a typrcal method of ncocolensalist
strategy Ilowever, in those cases where the domnation
of the colontal power s alrcady been considerably under-

! Seo The Datly Times, Lagos, November 28, 1071, The Tines
December 1, $971,
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mined, the imperialist powers abandon all talk of “volunta-
rily’ granting independence to thewr former colonies and
halt at nothing, even open mhtary action, to preserve or
attempt Lo restore colomial regimes This 15 clearly borne
out by the history of the struggle for independence waged by
the peoples of Indonesia, Dgypt, Malaya, Algena, the Con-
go, Viwetnam, Laos,' Cambodia and the Portuguese
colonies

5 MILITARY METHODS APPLIED
BY NEOCOLONIALISTS

The setting up of aggresswe mutitary blocs and alliances
and overseas miluary bases was used not only in ihe
struggle agawnst the socialist countries and 1n connec
tion with preparations for a thurd world war, but also
for combatting the national hiberation and antiimpe-
rialist movement and the developing countries These
neocolomalist methods have been widely applied 1n con-
yuction with acts of aggression, police operations, the prove-
cation of local wars, various formns of intervention in the internal
affawrs of the developing countries, including conspiracies,
coups d etat and assassination of leaders of the newly inde-
pendent states, and the national liberation and ant1 rmpe-
mtahst movement A whole number of 1ncidents in the recent
past exemplfy the broad application of these methods
the provocation of civil conflict between Greeks and Turhs
wm Cyprus, border confrontations between Somalia and
Lthiopra, attempts to intervene in Cuba, conspiracies and
mihitary coups a number of Alrican countries, the reots
of which were often traceable to London, the murder
of Eduawrdo Mondlane, leader of FRELIMO, and of
Amilear Cabral, leader of PAIGC, Brntish aggression
aganst the Yemen, Portugal’s act of aggression against
Senegal, US armed 1ntervention 1n the Dominican Republic,
Isracl's aggression against Egypt, Syria and Jordan, Portu
guese aggression agunst the Republic of Guinea The prime
prece of villamy perpetrated by present day colomahsts,
as Justly singled out by Comrade Brezhnev was the
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aggression  against the peoples of Vietnam, Cambodia
and Laos”, 1

Neocolonialists are trying to make use of military blocs
and orgamsations such ag NATO, SEATO, CENTO, 0AS,
50 as to 1volve other countries in these acts of aggression,
and to create new ones. In his description of this aspect
of present-day tmpenialism, L. I. Brezhnev emphasised
in his report to the 24th Congress of the CPSU that “since
the war militarism 1n the capitalist world has been growing
on an unprecedented scale”, pointing out that “in 1970 alone,
the NATO countries invested 103 thousand million dollars
1 war preparations”.?

The growing differences between the leading members
of NATO, SEATO and CENTO went a considerable
way towards weakening these organisations and are still
obstructing the active use of theso military bodies for
combatting the national-liberation movement, This does
not mean however that the leaders of these blocs are
not hatching plans to improve this state of affairs.
Various NATO agencies are attempting to find “theoretical”
substantiation and justifications for the role of the military
bloes and alliances set up by the imperialists. Furthermore
the NATO leaders have assumed the right of military inter-
vention in the internal affairs even of member countries,
if it seems to them that a situation has arisen which is
“detrimental to NATQ interests”. The plan for “QOperation
Prometheus”in accordance with which the coup d'état was
effected in Greece at the end of 1967, provides an eloquent
llustration of this. NATQ’s “right” to intervene 1n other
states! internal affairs was virtually laid down in Article 4
of the"NATO Treaty,® or to be more precise in the interpre-
tation given to that article by the leading members of the
Treaty Organisation. Their interpretation of that clause

* Report of the Central Committeo of the CPSU to the 24th Congress
of tha CPSU, delivered by L. Brezhnev in 24th Congress of the CPSU,
Documents, Moscow, 1971, p. 22.

3 Ibid., p. 21,

3 Article 4 reads: “The Parties will consult together whemever,
in the opinlon of any of them, the territorial integrity, political inde-
pendence or security of any of Parties is threatened.” (My emphasis.—
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tmperialists compelled that country to curtal somewhat
1ts military expenditure, which made atself felt first and
foremost 1n Britain’s dimimshed degree of mvolvement
1n the military activities of this particular bloc Ths devel
opment was also reflected 1n the communique! 1ssued at
the end of the 13th session of the SEATO Council which
took place 1n April 1968 The gradual withdrawal of France,
Palustan and Britain from active nvolvement in SEATO s
mulitary activities put paid to the US mlitary circles hopes
of persuading more members of the bloc to take part 1n the
aggressive war in Indochina Appeals from US representatt
ves at the 13th session of the SEATO Council to the other
members met with hittle support The plan for setting up con
tingents of permanent armed forces under the auspices of
this bloc also came to nothing In an evaluation of the con
dition of SEATO The Bangkok Post had the following com
ment to make ‘The general thinking about the alliance
in recent years has not been particularly optimistic, partly
because of the refusal of France and Pakistan to take full
part 1n the SEATO activities and partly because of new
uncertainties arising out of Britain’s decision to pull out
of Southeast Asia™ The Washington. Lvening Star wrote
at the time that the serzes of diplomatic meetings 1n Welling
ton (New Zealand) served to prove that the ant: commumst
union 1n Asla ceased practically to exist, serving exclusively
as a rostrum for airing various views 3

Faced by the crumbling of the aims and strategy of
SEATO the United States undertook a number of steps
amed at fillmg the vacuum’ which 1nvolved support for
“the trend towards regional co operation”, 1n other words
the preservation in any possible form of the ‘strategic arc”
stretching from Japan and South Korea by way of Indonesid
to Austraha and New Zealwnd In accordance with these
prnciples the United States also gave active suppert to
the Malaysian “mmtiative’ for the creation in 1961 of the

! Franco did not participate in this <cssion, the Pakistan: represent
atiye refuced to <ubscribe to this communique

2 Tie Banghok Post \pnil 3, 1968, p 4

3 Seo Shashington Eienlng Star, April 9, 1968
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from the seven countries! then taking part 1n the aggressive
war 1n Vietnam held 1n Bangkok on May 22, 1969
While keen discussion was in progress concerning tho
replacement of SCATO by ‘something eclse” the Umited
States military circles took steps to save the bloc come
what may, the more so since the fifteenth anniversary of 1tS
formation was approaching 2 A further move in this direction
was the proposal put forward by the former Foreign Mimster
of the Plulippines, Narciso Ramos, in May 1968 calling for
the exclusion from SEATO of those countries whose acti-
vites did not promote the orgamsation’s consolrdatron, 1 € 4
France and Palistan However, this did httle to save the
situation, as was borne out by the 14th session of the
SEATO Council mn Bangkok on May 2021, 1969,
which once more pointed to the untenability of this bloc
m Asta The mumsters present noted 1n therr final
communigue that the most sigmficant event of the previous
year had been the start of Vietnam negotiations in Pars,
which 1n 1tself represented an indirect acknowledgement
of the farlure of SEATO policy regarding that country
The SEATO Council was also obliged to accept the need
to implement the Geneva Agreements of 1954 with regard
to Vietnam Only Thailand was to increase somewhat 1ts
contingent of troops 1n Vietnam dunng 1968, as was also
noted 1n the communique at the end of the 14th session
of the SCATO Council In order to provide the 1llusion of
peaceful SEATO activities the Plulippine representative
proposed that co operation between the countries n the
Treaty area” should bo stepped up, i particular with
regard to tho creation of 1 corps of youth “volunteers’,
a university of Southeast Asia and also a teaching centro to
train doctors for work 1n ruril areas Such were the mun
results of that particular session As at previous sessions,
so on this the Irench repr tatzve did not partic-
1pate 1n the proceedings, wlsle Pakistan was merely repre-
sented by her Banghok ambassader who attended as an

observer.

[ —
t Tho United States Australia, Thadand, the Plalippines, Now
Zealand, the Sevul and Saigon ngunes
2 September 8, 1969,
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The new momentum to boobserved in the national-liber-
ation and anti-imperialist movement in the countries of
the Middle East shook to its foundations a third bloc knocked
together by the neocolonialists, namely the Baghdad Pact,
and the anti-imperialist uprising in Iraq in July 1958
deprived it of both headquariers and name. The United
States and Britain hurriedly set it up again under a new
name, although this time they only succeeded in persuading
two countries from that part of the world to join the Central
Treaty Organisation, namely Turkey and Iran and a single
country from Central Asia, namely Pakistan.? Yet the new
bloc remained inactive despite efforls on the part of the
United States military circles and Britain to “revive” it. It
should be borne in mind that it was above all British impe-
rialists who had a vested interest in the CENTQ bloc. Du-
ring the session of the CENTO Council in April 1965 the
British tried to make capital out of America's irritation
over de Gaulle’s policy with regard to NATO and US
aggression in Vietnam, and persuade the United States and
other CENTO members to intervene openly in the Yemen
conflict on the side of Britain in exchange for an offer to
“support” the USA in Vietnam and Turkey in Cyprus. This
deal did not however materialise and no collective actions
of the CENTO bloc were effected. During the April 1965
session”all the British achieved was a declaration from the
United States to the effect that the latter would apply
an cconomic boycott against Egypt.

The weakness of the CENTOQ bloc is manifested by
the activity commenced towards the end of 1965 in US,
diplomatic circles of Western countries in connection with
the so-called “Islamic pact”. This was a new attempt?
to revive the Baghdad Pact which these three countries
were hoping would servetocheck the progress of the national~
liberation movement and also cause a split in the movements
for Arab and African unity. Masking their real aims by
talk of the “unity of the Islamic world" the would-be initia-

1 CENTO mewbers are Britain, Iran, Pakistan and Turkey; the
United States is an assocate member,

. 3 Negotiations concerning the creation of this pact were conducted
;vgl(',:% King Saud by Dulles as long ago as 1957: see AI-4 hram, March 4,
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tors of this new military alhance openly stated that such
countries as Egypt, Syna, the Republic of Guinea, and the
Republic of Mali should not be admitted to 1t, 1n other words
they were trying to form an alliance between the reactionary
feudal regimes and the main partners of the NATO bloc
This meant that the plans for creating an “Islammc pact”
were 1n effect a conspiracy against all the peoples of the
Arab East The intentions on the part of the sponsors of
that Alliance to draw Israel into 1ts membership as well tore
away once and for all the religtous mask from this scheme
of the impenalists aspiring to set a nmew trap for the Arab
peoples It 1s not difficult to see that the American and
British o1l compamies stood behind this concept of an “Islam-
1c pact” as they tried 1n every possible way to preserve
their strongholds and protect their super profits from the
extraction, refining and sale of the Middle East’s “black
gold” The Israch aggression against Egypt, Syria and Jor-
dan left no doubt as to the real aims belund the new pact
In March 1968 another mceting of GENTO’s military
commuttee was held in London, 1n the course of which the
British representatives accused Iran of being unwilling
to co operate within the framework of the bloe, when 1t
came to the solution of problems in the Persian Gulf area
The fact of the matter was that Iran was attempting to solve
these problems without taking into account British colonial
interests. Problems connected with the settlement of dis-
putes between Arab principalities in the Persian Gulf and
also with the relations between those principalities and
Iran were the main problems discussed at the 6th session
of the CENTO Council (Teheran, May 26 27, 19G9) winle
topics such as the * Soviet threat”, that the USA and Britan
had used as an excuse for setting up the bloc fifteen years
previously, were not raised at all It 1s worth noting 1n this
respect that Palistan was not taking part in CENTO's
mahitary affairs and Iran constdered that CLNTO had long
sinco lost 1ts military sigmficance Precisely for this reason
the US Sccretary of State Rogers deemed 1t necessary to
stre=s during that session that the United States intended
“to honor all of our treaty obligations and our security
arrangements” to the other members of the bloc.? By the
TV The New York Times, May 27, 1969, p. 4.
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end of the session all that had been aclueved was a hrief
communique consisting of negligible generalities This
was not surpnsing sunce the meeting had taken place against
A background of growing contradictions within the bloc
on the one hand, and between CENTO and other countries,
on the other A serious dispute between Iran and Iraq started
up 1 conpectlon with navigation on the Shatt al Arab
River, and the dispute between Greece and Turkey over
Cyprus continued Iran came out on the stde of the Arab
countries over the Israeli aggression although she maintains
active trade Links with the latter Pakistan was affording
mlitary aid to Jordan These questions were passed over 1n
the communique with ameaningless phrase not pinning anyone
down to anything to the effect that the CENTO Council
hoped these tensions would lessen and that the disputes
behind them would be solved peacefully in accordance with
the principles of international law equality and justice
The 17th sesston of the CENTO Counail beld in Washington
1n May 1970 also failed to make any new contribution to the
solution of these problems In order to mject some pew
hio into CENTO an extraordinary top secret meeting of
the CENTO Counter Subversion Committee, attended by
representatives from the mtelligence services of the member
countries was convened i London in March 1971 The
am of this meeting was to elaborate plans for frustrating
efforts on the part of the Soviet Union to establish 1ts
miluence m the CENTO treaty area

Another task before that meeting was the preparation
of the regular session of the CENTO Council i1n Ancara
(April 30 May 2 1971), wluch also achieved nothing for
the leaders of the bloc

Imymnent breahdown 1s alse on the cards for the \sian
and Pacific Council (ASPAC) set up in 1966 by Australia,
Japan, Malaysia, Now Zealand, the Plahippines Tharland,
the Seoul and Saigon regimes and the Chiang Kar shek chque
Lxperience has shown that this pact set up on 2 bloc basis
hes accomphished pothung concrete n the way of regional
co opuration, and for this reason 1its break up 1s not, 1n the
opimon of many of 1ts members any cause for major disap
pointments There 1s hitlo doubt that a break up 1s precisely
what the bloc 13 heading for its Standing Commuttes at
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a meeting 1n Bangkok, March 14, 1973, was unable to fix
dates for the next session of tho ASPAC Council of Ministers,
and two days prior to that Malaysia announced 1ts intention
to leave the bloc In addition the Australian representative
did not take part 1n the last meeting of the ASPAC Standing
Commuttee

Mrlitary bases of the leading NATO countries provide an
1mportant method for promoting neocolonialism, and active
use 13 made of them n opposing the national liberation and
ant: unperialist movement, particularly in Southeast Asia
and Africa

A large network of such bases stretches right across the
African continent In 1960 the NATO countries (the USA,
Britain, France, Portugal and others) had over 60 military,
naval and air force bases 1n Algenia, Libya, Liberia, Mala-
gasv Republic, Morocco, Nigeria, Sierra Leone, Tumisia, Chad,
Ethiopra, Ertrea, the Republic of South Africa, Kenya,
Mozambique, Malta, ete

Many facts could be cited to 1llustrate the scale of the
activities directed against the national Iiberation and anti-
1mperialist movement, which involve using these military
bases since the last war Britain has conducted or partici-
pated 1n more than forty “police operations” in various
parts of the world making wide use of her overseas mihitary
bases In November 1964 British bases in Malta provi-
ded a stepping stone on tho way to Assumption Island for
Belgian paratroopers, and these same islands again came
i useful during the so-called ‘Stanleywille operation”
i the Congo Her aerodrome in Aden! enabled Brntain
to give her infantry air support 1n the Radhfan Mountains,
the El Hawshabi and El-Fazly sultanates where they fought
aganst the National Front for the Liberation of the South
Arabian Peminsular Mihitary bases in Aden were also made
use of 1n connection with the suppression of national libera-
tion movements 11 many other areas Namibia has also
been wirtually transformed into a military bridge head
aganst the national Liberation movement in Africa

Phe United States made wide use of its naval and

1 In January 1966 Anglo American talks werc held to discuss
the transformation of that British base into a NATO base
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air bases (in Guam, Okimawa, Tarwan the Ryukyu Islands,
Japan, Thatland, etc) in connection wilh its war against
the peoples of Indochina The US representatives in the
Security Council and other UN bodies have announced
on more than one occasion that the Umted States was not
a party to ihe Israelt aggression against Egypt Syra
and Jordan Facts however point to active US support
1 that venture, 1nvolving the use of therr Kura military
base situated near the town of Asmar in Eritrea The Leba-
nese newspaper Al Arnwar (10 editions published between
February 2% and March 9 1968) pointed out with adequate
factual backing that the electronics system at that American
mlitary base had played a decisive role 1n the timing of the
beginning of the Israeh aggression (June 5 1967).

At the end of 1965 the Pentagon announced that 1t was
to wind up 149 American mihitary bases ncluding 23 situated
overseas It 18 as well to note first and foremost 1n this
connection that after this step had been taken, the USA
still possessed (in Apnil 1969) 429 large overseas bases
and 2 970 medium sized opes with a total staff numbering
close on a milllon These bases occupied a total area of
approaimately 4 000 square miles 1n other states, quite
apart from the USA s own i1sland possesstons In addition
to mulitary personnel at these bases the wives and children
of the latter numbered 500 000 and over 250 000 foreign
nationals were also employed at US basts Annual mainten-
ance of overseas bases costs the United States between
four and five thousand milhon dollars The bases that the
United States wound up tn 1969 were almost all outside
Southeast Asia and Africa Indeed 1n the course of the aggres-
sive war 1n Indochina the United States had considerably
extended the network of 1ts bases on the terntory of Japan,
Thailand, Taxwan and South Vietnam In 1966 67 large-
scale projects were pul i1nto practice for the extension aof
those bases and their air force contingents were 1ncreased *
Thaland hke Tawan was turned into an enormous
US air base, which the US Iligh Command made full use

1 The construction of additional landing strips <tationary mii
tary commumications systems deliveries of new planes bringing up the
total to 400 doubling of p 1 and the helicopter force

9-0913 N
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of for 1ts ncocolomalist war against the peoples of Vietnam,
Cambodia and Laos American military hases 1 the Phuhp-
pines were also used 1n conjunction with military operations
against the Vietnamese people In the course of this crimi-
nal war over 500 mullion dollars has been spent on the
construction and extension of military bases in Thailand
alone These bases had a staff totalling over 35,000

Despite the winding up” of some American bases 1
Tapan and the transfer of some military sites to the juris-
diction of the Japanese authorities, in January 1969 there
were 148 American bases 1n Japan * In June 1969 the United
States concluded an agreement with the Seoul régime pro-
viding for the construction of two air bases in South Korea,
one of which was to be on the 1sland of Cheju Do. The United
States also started setting up mulitary bases in the Indian
Ocean at that pertod After reaching an agreement with
Britain the Umted States embarked on the construction
of a military airfield on the Farquhar Islands (to the north
of Madagascar) and an Anglo-American base for radar and
air hink on the 1sland of Diego Garcia (to tho southwest of
Ceylon) Mthtary cireles in the United States envisaged the
base 1n Diego Garcia as a reconnaissance base, planmng
to station long range reconnaissance planes there

Commenting on these plans the Indian New Age polll'-ed
out with overy justificatzon that the base 1s intended for
use first and foremost against the anti-imperialist and non-
aligned countries, and called upon the latter to take up 2
umited stand agamnst umpenialist activities in the Indian
Ocean * A joint Anglo Amernican project 18 also under way
1n the Seychelles where a military base and satellite-tracking
station are being built

In December 1970 talks between Japan and America
concermng military bascs took place It was announced ont
that occaston that 108 Phantom planes were to bo ovacuated
from the mulitary bases in Yohota (ncar Tohyo) an

1 The Lmted States controlled the territorial waters of llmtwunlfg
16 ten places with a total area of about 315 sq miles, 23 arcas \u’l
a total extent of 12 656 ~q miles tn tho <cas olf Japan wero used b lhw
Amcricans fo trunng purposes, the Us Iigh Command enjoye the
u-o of Jafan's 74 free ports and 21 caval awrports,

2 Vew tge, December b, 1970,
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Misawa (in the prefccture of Aomorr) to be based subse-
quently 1n Ohinawa and South Korea, the Seventh Fleet
would be stationed 1n Sasebo 1nstead of Yokosuka and US
total personnel cut down to 42,000 At the same time
however under the guise of cutting down US troops in Japan'
the Umted States while retaiming the mght to use its
military bases in Japan, was attempting to shuft the burden
of their maintenance costs on to Japan according to the
self defence principle

At the begimming of 4973 the most recent round of the
Japanese Amenican talks on these questions took place
during the talks the USA agreed to cut down 1ts troops
m Japan by a further 10 per cent and stop using several
of 115 bases there {the decision to be effected duning a pertod
of three years) However, 1t was powted out that these
changes would not affect Americas “forward positions
m Asia In keeping with tins final reservation 89 US bases
and 1nstallations are going to be kept up n Japan, mot
counting the 84 bases and nstallations situated on the
1sland of Okinawa that had been restored to Japan?
The strength of US military personnel in Japan 1s being
kept down to 20 000 not counting another 20 000 1 Okinawa
It was also decided that Yokosuka should become the stra
tegic base the US Seventh Fleet and that the supples for
1t should be dispatched from Sasebo Yokota 1s to be the
US maim air base whale Iwahum 1s to be the man centre
for the US marnes

In other words there has been no real reduction 1n the
Umted States military presence 1n Asia approxtmately
253 000 American servicemen are employed at US military
bases 10 South Korea, Japan Okinawa Taiwan, the Philip
pnes and Thailand and also on the ships of the US Seventh
Fleet This figure does not include the mulitary bases and
troops stationed i the Pacific area, where at the end of
1972 a marked 1ncrease 1n the size of the US armed forces
made atself felt

There has not been virtually any change 1n the situation

1At the end of the occupation after the Second World War there
:sas : total of 3 800 military bases and mstallations on Japanese
erntory

ge
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on the African continent either. Admttedly as a result
of insistent demands on the part of many African countries,
the Umted States, Britain and France were compelled
to evacuate either completely or in part some military bases,
including those in Merk-al Kebir (Algeria), Bizerta (Tumi-
s12), Cyrenaica (Libya). However, long afterwards the
Americans' enormous Wheelus Air Base 1n Libya (staffed
by a total of over 8,000 US air force personnel and 1,
Libyans) continued to function, and in 1960 1t was used
for sending the “UN force” to the Congo. Only strong
protests from African countries stopped the imperiahsts
making full use of 1t for the “Stanleyville operation’
According to the terms of the 1954 agreement the
United States retained the right to use the Wheelus
Air Base up until 1970 but hoped to have the use of 1t even
after that

In September 1969 the Government of the Libyan Arab
Republic adopted a resolution to make that base subject
to customs and 1mmgration controls and the US Govern-
ment being anxious to retain the base was obliged to agree
to this In October 1989 the Libyan Government demande
that all foreign bases on Libyan territory be evacuated
immediately and unconditionally Despite attempts on
the part of American diplomats to bring pressure to bear
on the Libyan Arab Republic 1n an effort to preserve the
base, the Umted States was compelled to evacuate 1t _an
the last 52 American servicemen left Wheelus Awr Base
at the beginming of June 1970

On October 29, 1969 the Government of the Libyan Arab
Republic demanded that Britmn begin immediate talks
on dismantling her military bases (an air base 1 El Adem
and training grounds) and withdrawal of the British mihitary
garrison from Tobruh * On November 14, 1969 the British
Government was obliged to agree to 1mmediate talks. As
the British press had foreseen, the 1953 agreement on mutual
defence and also the agreement between Britain and Libya
providing for the construction with British help of the

* This garnison was stationed in_ Tobruk 1n accordance with the

1953 agreement signed for a term of twenly years
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£ 130 million air defence system” for Libya were reviewed.!

In January 1972 the Government of Malta demanded that
the conditions laid down in its agreement with Britain
regarding the use of air and naval bases on the island be
reviowed and the NATO Naval Command Headquarters bo
removed from Malta. This agreement was indeed roviewed.
These acts undertaken by Libya and Malta were only iso-
lated signs of the activisation of doveloping countries’ struggle
for the liquidation of imperialist military bases on their
territory. For this reason tho United States and its allies
in NATO aro attempting to consolidate their positions in
other neighbouring countries of Africa and the Mediterra-
nean region.

After France had demanded the dismantling of NATO
bases and the withdrawal of NATO troops from her territory
the US military circles brought increased pressure to bear on
a number of African countries in the hope of cxtending
the network of its bases on that continent. In this respect
considerable attention was focussed on Morocco, the stra-
tegic importance of which was growing rapidly in the new
situation.?

Despite the official announcement to the effect that all
American bases in Morocco (in accordance with the 1963
agreement) would be disbanded, the United States con-
cluded another (secret) treaty providing for the continued
maintenance of three military bases on Moroccan territory
in Kenitra, Sidi Yahya and Buacnadel, as was officially
confirmed in Washington at the end of 1970. It was noted
at the same time that Sidi Yahya and Buacnadel—important
centres for the US Sixth Fleet’s radio communications—are
closely linked with the US naval base at Rota off Spain.
On August 6, 1970 the United States signed a five-year
agreement with Spain in order to extend the period during
which it might use the Rota base and the military air bases

1 The Economist, September 15, 1369, p, 30; The T'imes, Novembor
28, 1969, p. 6 and January 20, 1970, p. 8.

2 In 1963 the closure of American strategic air bases in Morocco
was announced, yet on the strength of a secret agreement concluded
the same year the United States set up a military communications
isl;ge an%)unwr bases in Sidi Yahya (The New York Times, July 28,

) p- 4)-
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on 1ts terntory  \ccording to Amcrican <enators Fulbright
and Symungton, Spamn recerved around 100,000,000 dollars
m the period 1966-70 alone, by way of US “gratitude™
Modern colonnil pohicies and  ncocolonialist  practices
abound 1n vartous forins of intercentlon In other nations'
internal affars aumed ot preventing the former colonies
from achieving genuine mdependence. One of the numerous
examples of this 19 the series of events that took place 1
Guyana in Deecmber 1904 when the British colomal adnun-
1stration forced the Icgally electud government of Chedd1
Jagan, leader of the People's Progressive Party, to stand
down In 1953 the PPP had first cmerged victorious 1t
clecctions ! The government headed by Jagan drafted a num-
ber of measures armed at making the country more democrat-
1c (the separation of schools from the Church, the mtro-
duction of new labour legislation and reforms 1n locd
government, ctc) These measures,® however, were not
destined to be put mnto prictice, for Jagan’s Government
only remained in power a few months before British troops
were sent to Guyana and the country was again made subject
to a colonmal admimistration headed by a Brtish Gosernor
New elections were held 1n 1957 and again, despito mnter-
vention on the part of the British and various repressive
measures, Jagan’s party emerged victorious In August 1961,
when Guyana was at last given back 1ts right to sclf-govern
ment, the PPP succeeded i garming 20 of the 35 seals 11
the Legslative Assembly Once again the imperralist monop-
olies and governments did all in their power to compromise
Jagan’s Government by depriving Guyana of all loans that
were 1ndispensablo for the implementation of the five-yeir
development plan drawn up for the period 1960 64 These
monopolies and governments blatantly 1ntervening 1IN
Guyana's internal affairs have used every means at their
disposal to support the opposition to Jagan's Government
which was upholding the interests of the working people
With talk of the ‘commumst threat” the ncocolonialists,
1n the vanguard of the opposition camp mn London
attempted to frighten the Guyanese inte thinking that

1 Chedd: Jagan, Forbidden Freedom The Story of British Guiandy
London, 1955, Ep 39-49
3 Id, pp 5063
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the PPP was a commumst party The Thunder magazine,
the PPP organ, wrote in this conncction that the PPP
became to be called a ‘commumst” party for its unceasing
effort to hetter the hie of the oppressed ' In this subversive
activity the British also made use of the right wing of
the Assomation for the Freedom of British Guyana which
had been set up 1 London ?

In the autumn of 1963, in violation of Guyana’s Consti-
tution, the Brtish Government adopted a resolution pro-
viding for the general clections the following year, 1n other
words before Guyana was to be finally granted her indepen-
dence The PPP agamn drew up an election programme
mcorporating social and economuc reforms and advocating
a policy aimed at peace progress and prosperity 3 Despite
mterference 1n the clections by British agents who raided
PPP offices, despite the support includmng 1ts financial
variety, that was given to the United Force party and the
appeals for the replacement of Jagan’s Government, at
the general elections held on December 7, 1964 the results
of the voting were as follows the PPP received 458 per
cent (almost 4 per cent more than at the preceding elections),
the People’s National Congress 40 5 per cent, the Umted
Force party 12 4 per cent of the votes and the corresponding
distribution of seats was 24 22 and 17 respectively In the
given situation 1t 18 clear that these elections also represent-
ed another impressive victory for the PPP

Meanwhile Harold Vilson, the leader of the British
Lnbour Party, referred to these elections as an empty con
stitutional formality declanng it was wvital to grant the
country complete 1ndependence After a reactionary dicta-
torstup had been virtually imposed 1n Guyana and Wilson
had become Prime Mimster he hastened to grant Guyana 1ts

dependence” Moreover, American and British colonialists
resorted to audacious methods 1n order to remove Jagan's
Government the leader of the People’s National Congress
Burnham was hastily appointed Pnime Mimister and he

Y Thunder, Vol II, No 7, November 1964 p 6
2ihd p 3
3 Tor further details sce People's Progressie Party Manmfesto
General Election—December 1962, Freedom House, Georgetown, Novem
ber 10, 1964
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then proceeded to form his so-called coalition cabinet.
‘When the situation 1n Guyana was brought up for discussion
at the UN Decolomsation Committee (the Committee of 24),
which decided to send a special commission to Guyana t0
Investigate, the British Government refused its admission
to the country.
. An mfinite variety of pretoxts are used as excuses for
Intervention 1n the developing countries’ internal affairs’
the US intervention in the Domimean Republic (which
even James Fulbright, chairman of the US Senate Committee
on Foreign Relations, condemned)® was carried out under
the pretext that CIA agents had evidence at their disposal,
that was to prove “inadequate”, to the effect that a commu-
nist uprising was imminent in that country. The inter-
vention 1 the internal affairs of Guatemala was carried
out without any pretext at all. Military coups were enacted
in ten African countries in 1966 alone. Of course the relative
Importance of this or that factor leading up to them is open
to question, yet from the ocutset it was clear, for example,
that agents of the colonial powers were belund the coup
that took place in Ghana on February 23, 1966. At the ime
well-reasoned articles appeared in the African press stating
that Britain had been at the back of the Ghanma coup.
The murder in January 1965 of the Prime Mimster of
Burundi, Pierre Ngendandumwe, and that in October
1965 of Prime Minister Léopold Biha were later traced back
to the hireling of the colonialists, Tchombe,? and to the
American embassy in Burundi. Thus it did not come as
a surprise when the US ambassador was expelled from that
country in January 1966. In April 1966 the press® revealed
that a conspiracy against President Nasser of the UAR
had been brought to hight.

Conspiracies, murders and military coups have become
everyday occurrences, particularly in Africa and Latin
America.

1 In one of his hes Fulbright declared that the Admil tion
had “intervened against sacial rovolution and 1n support . . of a corrupt,
;’egacshonury. mulitary oligarchy™ (The New York Times, December 21,

65, p. 20).
3 See Pravda, January 17, 1965.
3 Seo The New York Ttmes, April 15, 1966.
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To achieve these ends the United States monopolies not
only made use of the CIA but also regular armed forces for
example, the US 82nd Airborne Division 1s used exclusively
for such work as 1s openly achnowledged in specches and
on paper 1 the USA

On March 21 and 22, 1972, the newspaper Washington
Post published a scries of secret documents belongmg to
the International Telephone and Telegraph Corporation
(ITT) and testifying to attempts undertaken by this and
other compames to co operate with tho CIA in order to
avert Salvador Allende s election as President of Chile
1 1970 Therr plan was to create economic chaos 1n Chile
and engineer a military coup Almost all the leading execu
tives of ITT played a prominent role 1n this conspiracy,
weluding John A McCone, former head of the CIA, who
was then a member of the company s Board of Directors
The collapse of this plan did not stop its imitiators from
further action as was borne out by events i Chile 1n the
autumn of 1972 Efforts by the same McCone and various
official circles in the USA to deny these facts (during the
mvestigation of this scandalous afiarr 1n the US Congress)
proved a complete fiasco WWashington Post published new
details on Apnl 5 and 6§ 1973, exposing beyond any doubt
this crude intervention in Chile s internal affairs

6 USE OF INTLRNATIONAL
AND REGIONAL ORGANISATIONS

A promment place among the masked methods and
manoeuvres resorted to by neocolonialists must be accorded
to the attempts to use regional and international political,
economic and f ar ‘o pl 4 thew
colomal policy The colomal powers despite the sharp
contradictions between them, often join forces in inter
national and regional orgamisations in an attempt to elabe
rate a common policy 1n their relations with the independent
states and at the expense of the interests of the latter
Although the ncocolomalists are finding 1t more and more
difficult to 1mpose their will on other members of the Umited
Nations UNESCO and certain other 1nternational organisa
t1ons, 1n others such as the IBRD and 1ts various branches,
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IMF the Common Market, tho OLCD where they rule the
roost they are still able to make sure that affairs are
conducted 1n their 1nterests

Thus 1n the era of the general crisis of capitalism, partic
ularly at the present stage, the coloniahsts are unable
to continue using the old methods of open plunder, violence
and brigandage They are obliged to use new, more subtle
mcthods and manoeuvres charactenistic of neocolonialism
{new ways of exporting capital, more refined trading prac
tices various aid and development programmes the
granting of formal independence to colomes, the use of
mulitary blocs and bases, more subtle forms of 1ntervention
m the internal affarrs of developing states and finally
attempts to use international and regional orgamsations
1 the interests of that same colomal policy)

In subsequent chapters illustrations from the activities
of international and other orgamisations will be used to
demonstratein detail how the umperialist powers are attempt
g to use these orgamisations so as to i1mplement their
neocolomalist policies This practice 1s probably one of
the best disguised methods of neocolonialism



CHAPTER III

THE INTERNATIONAL BANK
FOR RECONSTRUCTION AND DEVELOPMI'NT—
A TOOL OI' CAPITAL AND NEOCOLONIALISM

The Second World War wrought tremendous havoc 1n
many countries of the world and the economies of the Euro
pean countries were bled dry It was the US monopolies who
made the biggest profit out of the last war and by 1945 the
United States had become the marn creditor of the caprtalist
world In 1944 the Umited States first started taking steps
to consohdate 1ts position of domnance Its other mam
goal was to save capitalism  which due to the far reiwching
changes resulting from the general crisis of the system was
seriously threatened particularly 1in Europe This should
be borne tn mind when assessing the sigmficance of the
Amencin move to convene 1 conference 1n Bretton Woods
which opened on July 1, 1344 The conference was preceded
by negotiations between the United States and Brtan
which went on throughout lmost the whole of the first half
of that year ! During the Bretton Woods Conference, Articles
of Agreement for the institution of the International Bank
for Reconstruction and Development (IBRD)* and an agree
ment concerning an International VMonetary Fund were
claborated The Articles of Agreement for the World Bank
came 1nto effcet 1n December 1945

? Policies and Operatio is of t ¢ World Bank IFC and ID 1 Prepared
by the Stalf April 1962 (Amended to June 30 1963) Pulliched
by the Ioternational B.-mk for lleconslmchon and Dovelopment
\\-\*\\mg\m\ DC {963 20,33 p

BRD  Articles o[ Agrun ent (Effective December 1945),
l\epnn(e\l Apul 1960 Washington D C
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f ARTICLES OF AGREEMENT

The goals underlying US monopolies policy at that time
were clearly reflected 1n the Articles of Agreement Although
the World Bank was officially founded as an nternational,
mtergovernmental organ, 1ts founders were above 2
concerned that 1t should provide a “safe bridge over Whlﬂlh
prvate capital could move nto the nternational field
An 1mportant aspeet of the Articles was the inclusion of
nternational guarantees for World Bank loans and also
loans for which the World Bank could act as guarantof
The Articles of Agreement stipulated that the Bank nou
grant loans in cases where the borrower “would be unable
to obtain the loan from private sources under reasonable
conditions” ! The structure of the World Bank as Imd dow2
mn the Articles of Agreement also served to consolidate
and World Bank supremacy d

The Board of Governors consists of governors appointe
by all member countries The governors act in the capacity
of the share-holders® representatives In practice the Boar
of Governors delegates1ts authority to the Board of Directors,
the latter being elected or appointed for a term of two years
An exception 15 made 1n the case of guestions which have
to be decided by the Board of Governors, such as the a mise
sion of new members and the increase or curtarlment ¢
the Bank’s capital 2 The meetings of the World Bank’s
Board of Governors are held so as to comncide with the annuad
meetings of the IMF's Board of Governors The Worl
Bank's headquarters 1s i Washington

Real power 1s concentrated in the hands of the Board of
Directors which consists of 21 directors, six of whom are
appotnted by their governments (those of the United States
Britain, the FRG, France, Japan and Iudia) and the other
fifteen are elected Each of the directors can appount ms
own assistant who acts in place of the director during the
latter’s absence The Board of Directors 1s headed by a Pres:
adent elected by the Board America’s dominant position

1 Policles and Operations of the World Bank, pp 3-5
2, p
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1 the World Bank means this post! 1s always filled by
an American The President possesses absolute power both
on the strength of hus position and also on the strength of the
number of votes be can count on The Brtish journalist,
James Morms, wrote 1 connection with this point that
the absolute supremacy of the President within his organ-
1zation means that he can direct 1ts affairs as he Iihes

Officially the World Bank 13 a specialised ustitution?
of the Umited Nations acting independently of the United
Nations, and this situation was also laid down 1n an agree
ment between the World Bank and the UN by reason
of the nature of its international responsthilities and the
terms of its Articles of Agreement, the Bank 1s, and 18
required to function as, an 1ndependent international
orgamsation ' The agreement contains another clause to
the effect that the UN recogmises that the action to be
taken by the Bank on any loan 1s a matter to be determined
by the independent exercise of the Bank s own judgement’
and that 1t would be sound policy (for the Umited Nations)
to refrain from making recommendations to the Bank with
respect to particular loans or with respect to the terms
or conditions of financing by the Bank 4

The World Bank also established a working relation
ship with the IMF, the Food and Agricultural Organisation,
the World Ilealth Orgamsation UNESCO and other inter
national orgamsations, and mamtamns close links with the
Orgamsation of Amencan States, the OECD and the Inter
Awerican Development Bank

N 2 CAPITAL AND MEMBERSHIP
OF THE WORLD BANK

It was laid down that the Bank s immitial declared sub-
seription should be 9,400 millon dollars (3,175 million sub

1 Robert § McNamara former US Defence Secretary was elected
President of the World Bank on Apnl { 1968

3 James Morris The Hoad to Huddersfield A Journey to Five Con
tinents p

® The Board of Governors ratified the agreement with UN 1n
:;%emhm‘ 1947 and the UN General Assembly ratified 1t 10 November

¢ Polictes and Operatlons of the World Bank, IFC and IDA pp 89
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scribed by the Umted States, 1,300 mullion by Bntaw
450 million by France 325 nullion by Canada, 225 ‘million by
Belgium 275 million by the Netherlands and 200 million by
Australia) In keeping with Article 5 of the Articles ©
Agreement each original member has, 1n respect of 1tS 1mtral
subscription 250 votes plus one additional vote for each
100 000 dollars of 1ts mitial subscription.! This allove
the Umted States to secure for 1tself one third of the tot®
votes 1 the World Bank and thus to control 1its policy
In connection with this state of affairs James Morns had the
following to say ‘ the Bank 1s far from nnocently demo
cratic The voting power of each director depends upon the
money his country has put 1nto the Bank the US now cond
mands some 30 per cent of the total votes, while the Repub
he of Panama can boast less than a quarter of one per cent
What 15 more, by a complex and sometimes qu\oli sertes
of elective arrangements, the votes of the cighty one members
have been shared out so to speak, among the eighteent exect
tive directors Five major stockholders nominate a director
to represent themselves alone—the US, France, [VWest
Germany, Great Britain and India Thoe other mem
bers elect thirteen directors to represent them all, ap
?ac]\’ ;hrcctor casts votes of the countries that elected
him

Until September 1959 the World Bank's assets came to
10,000 m:llion dollars This sum was divided 1nto 100,
holdings of 100,000 dollars a prece The member countnes
were obhiged to pay 1n 20 per cent of their total subscription
at once and 2 per cent of 1L was payable an gold or dol
lars The remaimng 18 per cent was payable 1n the currency
of the member country This part could be used for various
operations by the World Bank, given the consent of
the country concerned The portion of the subscription
remaining on cafl (80 per cent) could be demanded by the
World Bank for sctthing its commitments and was payable
m gold, US dollars or the currency of the member

\ World Bank. 100 Questtons and Answers, March 1970,

3 James Mornis, op cit, p 45.
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country ! This arrangement cnables the World Banlk to
attract private capital for investment all over the world,
which 18 usually effected by sellmg World Bank bonds to
private investors ?

At the end of 1958 the World Bank’s commuitments con~
nected with loans and other operations came to 2,000 million
dollars, which exhausted the imitial subscriptions of its
members and meant that the remaimng 80 per cent would
have to be paid 1n At the same time this gave those in
charge of the World Bank an opportunity to bring up the
question of the Bank’s total assets The decision taken by
the Board of Governors with regard to this question was
prompted by demands on the part of Japan, the Federal
Republic and Canada with regard to an increase 1n their
share 1n the World Bank These countries were allowed
not merely to double the overall size of their subsnption
but also to make an additional one By June 30, 1963 the
total subscription had risen to 20,700 mnllion dollars It
should be noted that the United States, naturally, made use
of 1ts mght to increase 1ts share from 2,540 to 5,715 milhion
dollars ¥ By June 30, 1965 the total subscription had reached
21,669 mullion dollars (the US contribution accounted for
6,350 million, Britain’s for 2,600 m:llion and that of the
FRG and France for 1,050 mullion each)* By June 30,
1968 the total subscription had reached 22,941,900,000
dollars,® by September 21, 1970—23,159 milhon,® by
September 27, 1974—23,871 mullion, and by September 25,
1972—26,607 million dollars ?

As the scope of World Bank operations widened so did

* If any country resigns from the World Bank this does not release
1ts government from direct commitment to the World Bank, se,
from subscriptions, or from other commntments including participa
tion 1n the defrayment of the Bank’s possible losses stemming from
guaraniecs already secured from the Bank
06 % Policies and Operations of the World Bank, IFC and IDA, pp. 81

dihd,p 26

¢ World Bank IDA Annual Report 1964 1965, pp 25-20,

3 World Bank IDA Annual Report 1968, p 7.

$ World Bank IDA Annual Report 1969, p° 3, World Bank IDA
Annual Report 1970, pp 3, 40

? Vorld Bank IDA™ Annual Report 1371, p 3, dnnual Report
910, p 3
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its net carmings which by June 30, 1063 had already reached
558 million dollars * By June 30, 1966 World Bank reserves
had reached almost 4,000 million dollars? and 1S gross
income for fiscal 1967 came to 331 million dollars® and
that for fiscal 1968 to 356,800,000 dollars.$ These profits
gf the World Bank, which functions like a typical capital
ist bank, are distributed (less the sums assigned to the
reserve fund) in accordance with each member’s share
In the total subscription. The World Bank’s net profits
1o FY 1968 came to 170 mullion and 1n the following ye&
1 172 mllion dollars.? In FY 1970 they came to 24 milliod
dollars while the total reserves reached 1,329 million dollars:
The World Bank's net profits came to 212 mllion dollars
and 1ts total reserves to 1,444 million dollars in fisca 1971,
Apart from the granting and guarantee of loans at 2 hlgk
rate of 1nterest (between 5 and 7 per cent) the World Ban
goes 1n for such operations as the sale of 1t bonds and e
guarantee of loans granted by other banks. By June oY
8065 the bonds sold by the Bank totalled 3.950 mullion
dollars. Seeing that by July 4, 1967 (i.e., 21 years after
1ts inauguration) loans, credits and guarantees L’l‘ﬂme,d
the Bank and 1ts branches totalled over 12,000 million
dollars,® 1t 1s not difficult to imagine what enormous sc0pe
for financial operations the World Bank had acquired
that time. The total sum of commitments for loans, credits
and subsidies granted annually by the World Bank an¢ its
branches has been in excess of 1,000 million dollars since
19657 in fiscal 1969 the figure reached 1,877 million dollars

PN

1 Policies and Operations of the World Bank, IFC and ID&s
e 27.
s World Bank. IFC. IDA. 1966 %gnm Mestings of the Board of

e e Mondlale et IDA. Rapport annuel 1966 1967, p. 48

« Vorld Dank. IDA. Annual Report 1968 p. 70 "

» World Bank. IFC. IDA. Adfresﬂ to the Board of Gnv(’r""n
by Robert S. McNamara, President, World Bank Group, Washingtofe
D.C., September 29, 1960, p. 3.

©'Wonld Hank. 1DA. Annual Report 1970, p- 3.

7 Wworld Dank, IDA. Annual Report 1971, B 3.

s Danque Mondlale et IDA. apport annucl 15661067, 973

s ‘Poltetes and Operations of the World Bank. [FC and IDA, P+ 7
Dangue Mondiale et IDA. Rapport annuel 1966-1967, pe ©
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Bank floated honds totalling 735 mullion dollars on the
financial markets of the Umted States, Canada, the FRG,
the Netherlands and various other countries ! By June 30
1970 the Bank had sold securities and bonds totallmg
2,350 mullion dollars and by September 27, 1971 the figue
had risen to 3,718 million dollars 2 Originally 1t was planned
that the 44 states who attended the Bretton Woods Confereace
should be the foundation members of the World Bank
The Soviet Union refused to becomo a member for a number
of reasons and primarily because of the unmistakable s1gis
of mevitable US domination of the Bank and disagreement
over a number of points 1n the Articles of Agreement ensur
g that domination Laberia and New Zealand also refused
to join 1t at the time * Poland resigned from the Bank 10
1950 and Czechoslovakia followed smt at the end of 1954,
1 1960 Cuba resigned, and now the World Bank has practs
cally no socialist countries among 1ts members ¢ f
The general policy pursued by the World Bank, aime
at the financial fettering of the countries which turn to it
for loans, a number of inacceptable points in the Articles
of Agreement, and onerous conditions attached to the loans
offered, account for the reluctance of many countries esther
to join the Bank or turn to 1t for loans There was o consp!
Cuous increase in the Bank membership until tho 1950311
In the first place the United States und 1ts allies decide
to admit to the Bank their former enemies 1n the Secol
World War—West, Germany and Japan As for the newly
independent countries of Asia and Africa, they started 10
Join the World Bank only after two now branches had bceg
formed—tho Intermational Development Association 3D
the International Finance Corporation-~which grant them
loans and credits on moro reasonable terms than tho World

* Including 300 million on the US financial market, brlnzlﬂllu‘:
total number of bonds sold on that market to 2 143 million dollas
(World Bank IDA Annual Report 1968, pp 24 25)

;gleld Bank IDA Annual Report 1970, p 37, and 1971, PP

3 Liberta became a member of the IMF and tho World Bank ::E‘:
its branches In March 1962 New Zealand joined the IMF and
World DBank and its branches in August 1961

¢ With the exception of Yugoslavia and Rumana.
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Bank By June 30, 1963 the World Bank membership had
grown to 85, by July 1967 to 106, by July 1968 to 107,
by June 1970 to 113 by September 1971 te 116 and by Sep
tomber 1972 to 1471

3. THLC WORLD BANK S POLICY AND ACTIVITIES

Section 10 of Article 1V reads Political activity prohi-
bited TheAssociation and 1is officers shall not imnterferein the
politseal affairs of any member, nor shall they be influenced
m their decistons by the political character of the member
or members concerned Only economic considerations shall
be relevant to their decistons and these considerations shall
be weighed 1mpartially 1n order to achieve the purposes
stated 1 this Agreement *

This punaiple 1s however not observed The policy of the
World Bank shows that the monopolies of the leading
caprtalist countries are going out of their way to use the
‘World Bank and 1ts branches 1n order to achieve the following
ends to consolidate capitalism 1n Curope {particularly in the
first post war decade), to facilitate the expansion of private
monopoly capital i all continents, to install capitalist
system 1n the developingcountries and consohidate the strong-
holds of mmperighsm there The World Bank took active
steps to achieve these ends including those of a political
nature

The Second World War which marked the beginnmng of
the present stage of the general crisis of capitalism called
forth tremendous forces which combated not only fascism
and militarism but colomalism and racialism as well, and
which championed economic and social progress Capitalism
was threatened particularly in Eastern Europe where some
countries broke once and for all with capitalism at the
end of the war, while in West European countries the crea
tion of popular fronts, more progressive governments ready
to consolidate peace and eliminate war from international
relations were very real possibibities at the time In the
crcumstances 1t 18 not surprising that the US monopolies

} World Bank IDA Anrual Report 1970 and 1972, p 3
2 IBRD Articles of Agreement, p 12

10*
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which had by then become the main bastion of 1mperialism
turned their attention to Lurope and sturted concentrating
therr efforts on rescuing and consolidating capitahsm on that
continent In this task the World Bank had a defimte
part to play This explains why the first loans granted
by the World Bank 1 1947 totallng 407 million dollars
took the form of emergency aid for four countries of Western
Europe It 1s revealing 1n this connection that the World
Bank did not undertake any investigation of the conditions
for granting loans to these West Luropean countries as 15
now the practice with regard to the developing countries
In 1947 the World Bank granted reconmstruction loans
to France the Netherlands and Denmark (or rather loans
to finance their 1mports from the Umited States) without
having recourse to this humiliating procedure It should
be borne 1in mind however that these were typical loans
with strings attached ' 1nsofar as they were almost entirely
to be spent on American goods

4 THC WORLD BANK
AND THE DEVELOPING COUNTRIES

In 1950 or thercabouts, by which time Western Lurope
had recovered 1n the senso that capitalism wasg no longer
threatened by social upheavals, the directors of the World
Banl turned their attention to the troublesome continents
of Asta Africa and Latin Amernica, mn which a national
liberation and ant: mmperialist movement had gathcred
considerable momentum since the war The leading capitalist
countries set the World Bank the tash of imposing wd
consolidating capitalism 1n those continents and protecting
tho interests of the monopolies there However the World
Bank was not able to penetrate these countries immed: ately
m view of the fict that the terms of its loans and the
Bank’s gener1l policy provided no appropriite basis fof
real co-operation between the developing countmes and
the World Bank ?

T Lven tho former President of the World Bank George Vyoods
felt obliged to achnowledge tho need to review theso terms (\ddrcsj
by George Woods President of the World Bank IDA to the BoaX
ol Governors, Washington D C, September 30, 1963, p 12)
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Indced, the obtaining of loans from the World Bank and
the conditions attached to them always involve an onerous
and occasipnally humiliating and inacceptable procedure
for the developing countries. A country wishing to secure
a loan has to send its representatives to the Bank’'s head-
quarters for preliminary negotiations. If the World Bank
agrees to hold a further series of talks then the Bank, in its
turn, sends a mission to investigate the situation obtaiuning
in the applicant country. Officially the duties of the
World Bank mission are as follows: to establish whether
the given country “needs and can effectively use an additiron
to 118 investment resources”, whether the country can
afford to take on the borrower's obligations and whether
“the economic and financial policies of the government are
well adapted to the needs of the country, or whether some
modification of those policies would remove obstacles to
the development process or strengthen the country’s balance
of payments position”. The mission makes a detailed analy-
sis of the economic position of the borrowing eountry,
including 1ts natural resources, productive forces and its
capacity to “exploit its resources and operate 1ts productive
facilities effectively”. In addition the mission is also bound
to ascertain how effective the government of the given
country is and analyse at the same time “the economic and
financial policies which are likely to be followed” in the
future.!

Lenin 1n his day pointed out that 1n the imperialist era
the enhanced role of the finance oligarchy and the major
banks enabled them to exert pressure upon and submit
to their influence and control not merely isolated fields
of the cconomy but whole countries as well 2 The World
Bank, a major financial association controlled by the finance
oligarchy of the man imperialist powers, relies on its
capital and connections and mahes wide use of these oppor-
tunities, including those for intervention in the internal
affairs of other countries. The activities of these World
Bank missions have provided many examples of crude

} Pollcies and Operations of the World Bank, IFC and IDA,
ppe_ 34, 35, 47.
3 V. I. Lenn, Collected Works, Vol. 22, pp. 214-15,
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pressure being brought to bear on the doveloping countries,
as 1s acknowledged even 1n the Bank’s official documents
One report contains the following stipulation « 1t1sthe po
hey of the Bank to require, as a condition of Bank financiog
that the borrowing couniry nstitute measures designed
to restore stability to its cconomy 1t requires concreteé
evidenco that the government 1s actually taking appropnate
steps to establish stability, but, once given such evidence
1t 15 usually willing to make a loan concurrently with the
exccution of the measures adopted ™

Only 1f the mission’s final findings are positive and the
conditions of the loan put forward by the mission aré accepts
ed 15 a formal agrecment drawn up, which, 10 addition
to everything else, takes a very long time With regard
to this aspect of the process James Morrs had the follow12g
to say The Uruguayans took ten years to work out 0n®
of their loans It took four years and a half to write an
adopt Brazihian legislation demanded by the Bank 35
a prerequisite for agreement ” Noting the way the approach
varies from country to country Morns admits that on the
other hand the Australians raised a loan of 100 milliont
dollars 1n twenty-two days flat” 2 Morris 1s also quite justafic
1 noting that the World Bank’s loans are certainly
not cheap’ $ The World Bank used to grant loans at ap
annual 1nterest rate of 55 to 6 5 per cent In fiscal 1970,
however, the rate was put up to 7 per cent &

The shackling terms of these loans, the crudo pressur®
brought to bear on the countries under mvesugahon" by
the Bank missions give Tise to protests from the publics
and sometimes the missions are simply sent packing
Examples are given in James Morris’ book cited earhel
Many Indians were furious when Black [former President
of the World Bank —V V1 himself once suggested that
Now Delh1 was relymng too heavily upon state enterprise
and not enough upon the good old capitalst system The
South Americans have often balked at the Bank’s 1nsistenc®

Y Policies and Operations of the World Bank, IFC and IDA:
3 James Morns, op it , p 52

3 1bd, p
¢ World Bank IDA. Annual Report 1970, p 5
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that even state-owned electric-power companies should
charge high enough rates to be self-supporting.... Brazilians
dislike the Bank almost as a matter of principle; and the
Turks once expelled iis representative from their territo-
ries.”! In 1956 the World Bank refused India a loan for
the construction of a state-owned iron and steel plant in
Rourkala and the same year also refused a loan to Egypt
for the construction of the Aswan Dam in view of the fact
that “the Bank places special stress upon the growth and
expanswn of the private sector [my emphasis.—V.V.] of the
economy”.? The investigating activity of the World Bank
missions does not always end in the granting of a loan.
For example, in January 1966 three missions were working
1 Argentina simultaneously: one was “studying” the con-
ditions in industry for the production of artificial fodder,
a second terms for a loan to an electrical company, and
a third the country's overall economic situation. On the
refusal of the Argentinian Government to transfer the
electrical company 1nto private hands, the World Bank
refused the ¢ompany a loan insisting that the Bank’s loans
“are designed, either directly or indirectly, to stimulate
private investment”.® Again in April 1967 the World Bank
refused Algeria a loan for financing the working of natural
gas deposits, advising the Algerian Government to start
negotiating with capitalist private firms for a loan: that
particular decision by the Bank was taken in the interests
of foreign private companies specialising in the extraction
of oil and gas.

It is precisely political considerations that determine the
World Bank's attitudes to the developing countries and
their requests. This can be illustrated with the following
group of countnies: Thailand, Cambodia, Laos and Burma.
Prior to March 1, 1965 the World Bank granted Thailand
loans amounting to 203 million and Burma loans amounting
to 33 million dollars, while Cambodia and Laocs did not
receive a single loan. For_both thelWorld Bank and the
United States Thailand is the most “congenial” country

James Morms, op. cit., pp.
¥Policies and Operations ‘of

64-65.

pi® the Wold Bank, IFC and IDA,
P .

T3 Ihid.
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in that part of the world. “An American economic mission,
visiting S1am a year or two ago, pronounced her the moftx
promising of all Asian countries for foreign investment”,
noted James Morns in his book This explains why the
World Bank has already granted Thailand 13 loans totalling
over 200 million dollars. An important factor in Thailand's
favour 1s that she is an active member of the SEATO bloc,
and therefore the World Bank, gives support first and
foremost to Thailand, namelv, the only Asian country
which actively supported SEATO. In 1969-70 of a total
435,200,000 dollars loaned to Asian countries by the World
Bank, 183 million went to the Chiang Kai-shek clique,
Israel, the Seoul régime and Thatland, in other words
nearly a half of all loans the World Bank granted to Asia.?
The following facts also provide eloquent illustration of the
World Bank’s political complexion: fiscal 1964 was a year
when a number of international organisations decide

to boycott Portugal as a sign that they condemned her
blatantly colonial policies, while the World Bank granted
its 7irst two loans to Portugal that same year.® In November
1967 the World Bank refused Ceylon a loan on completion
of its mission’s investigation, the latter having demande:

that as a condition for the loan the Ceylonese Government
consolidate the private sector of its economy at the expensé
of the public sector, a condition rejected by the Ceylonese
Government.* Tn 1969 the World Bank refused Costa Rica
a loan for building roads unless the government accepted
the Bank’s stipulations with regard to the country’s taxation
policy. This led to a conflict between Ferndinder, the Presi-
dent of Costa Rica, and the directors of the World Bank.
During the press conference held by Ferndndez in February
1969 the President quoted d tary evidence d trat-
ing the humiliating terms put forward by the World Bank
and publicly turned them down.® In mid-October 1969 tl}o
World Bank refused Uruguay a loan for a hydroelectric

1 James Morris, op. eit., p. 122,

* World Bank. IDA, Annual Report 1970, p. 8.

3 Vorld Bank IDA. Annual Report 1963-1964, p. 5.
$ Ceylon Dally Vewr. November {1, 1967,

3, Sce La_Republica, February 1. 1569,
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project insisting on the liquidation of the state sector of
that country’s economy.

The World Bank turns down without fmil requests for
loans for the creation or extension of state-owned enter-
prises except in extremely rare cases when “...pnivate capital
1s not available and if it is satisfied, after thorough exami-
nation, that the government’s participation will be compat-
ible with efficient operation and will not have an unduly
deterrent effect upon the expansion of private imtiative
and enterprise”.! In the second half of September 1968
a World Bank mission visited Argentina to discuss terms
for a loan to finance the construction of the Chocon Cerros
Colorados hydroelectric power complex. One of the terms
the mission stipulated to the Argentinian Government was
that Argentina should drop the so-called Europa Plan,
providing for Argentina’s purchase of arms in Europe and
the development of her own arms production after the
purchase of patents for various types of weaponry from
France, Switzerland and Italy, This step had caused alarm
in the US military-industrial circles because 1t would have
meant the loss of one of her major markets for arms 2 It was
therefore no coincidence that when McNamara came to Buenos
Aires in October 1968, the local press referred to him as the
“Pentagon emmssary” who hoped to persuade the Argentiman
Government to renounce the Europa Plan.

It was also for purely political reasons that the World
Bank provided financial support for the implementation
of the M g River Development Project,? thus demon-
strating its solidarity with the Saigon régime and itsreadiness
to support it.

Choosing to “forget” the Articles of Agreement prohibit-
ing pelitical activity, the directors of the Werld Bank
often take upon themselves the role of “mediator” in various
disputes: for example in 1956 they actively intervened in
the Suez crisis resulting from the British-Franco-Israeli

3; Policies and Operations of the World Bank, I1FC and IDA,
2 :xcwrdmg to expert estimates the USA made over 1,800 mmllion
dollars on sale of arms to Argentina during the ‘Perlod 1957-69 alone,

3 In which the g of Laos, C: dia, Thailand and
the Saigon régime participate.
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aggression agamnst Egypt This intervention cannol be
accounted solely by the earlier decision of the World Bank
to grant the Suez Canal company a loan of 56,600,000
dollars for deepeming the Canal and for the reconstructton
of Port Satd The matter was that close on 19,000 ships
carrying over 180 mullion tons of cargo (two thirds of which
was Middle East o1l) used the Suez Canal annually ! In that
particular situation the World Bank was concerned first
and foremost with protecting the interests of Bntish and
American o1l companies It 15 no mere chance that the role
of “mediator” was assigned to William ILaff, Vice-President
of the World Bank, and that his assistant for that assignment
was George Woods, who in his time had been Chairman
of the First Boston Corporation This “mediation misston”
ended with the conclusion of an agreement according to
which Egypt was obliged to pay compensation to the foreigh
compames Lugene Black of the USA, then President of the
World Bank, later helped the Britash 1n 1959 1mpose a further
commitment on Egypt for the payment of compensation
to the Suez Canal Company’s shareholders (after 1t had
been nationalised), tn return for which the British Govern-
ment agreed to release part of the sterling reserves belonging
to Egypt ® The World Bank played a significant part 1n the
“reconciliation” between Belgium and her former colony,
the Congo For that task the mediator was Robert McNamara,
who 1n February 1969 reached an agreement with Mobutu
concerning the extent of tho compensation to be pad to tho
former Union Miniere company which the Democralic
iloeﬁ[;ubllc of the Congo had nationahsed on January 1

The World Bank also sends out missions 1n connectonl
with projects for ‘technical ard” or ‘cconomic plannmﬁ!"
m the developing countries Since 1949 the World Bank
has used mussions of this sort to investigate” Colombia,
Nicaragua, Hatr, Guatemala, Honduras, Iraq, Ceylon,
Jamaica, Guyana, henya, Nigeria, Malaya, Sudan, Jordan,
Panama, Thailand, Tumsia, the Plilipptnes, Tanzama,

Y The World Bank Group in \Afrlea. A Summary of Activitiet,
\Vn:h;gz&nn. D (E » August 1963, p 71
d, p. 72
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Venezuela, Uganda, Chile, Botswana, the Central African
Republic, Ethiopia, the Ivery Coast, Pakistan, Turkey,
Ecuador and other countries The World Bank missions
have not only imposed their ‘advice” on these countmes,
but agents of the monopolies 1n the countries concerned
have put their recommendations” 1nto practice

In 1ts efforts to secure advantageous conditions for the
export of private capital to the developing countries, the
World Bank undertakes to finance a project only in cases
where there are no sources of pmvate capital available
Moreover, the World Bank never finances completely any
project or programme, making sure that private banks provade
part of the loans and promoting thereby the latters
penetration of the developing countries and guaranteeing
these banks’ participation and subsequent profits On May 8,
1964, for 1nstance, the World Bank granted Ethiopra a loan
of 23,500 000 dollars for a period of 25 years at an annual
rate of xnterest of 5 5 per cent This loan involved the parta
cipation of the Irving Trust Company the Chase Manhattan
Bank, the Kommeorzbank AG, the First Pennsylvama
Banking and Trust Company and other private banks?
Or again on Mareh 12, 4964 the World Bank gronted Nigemna
a loan totalling 30 million dollars for a period of 20 years
at an annual rate of interest of 55 per cent This loan
involved the participation of the Bankers’ Trust Company,
the Chase Manhattan Bank, the United California Bank,
the Bank of America, the National Trust and Savings
Association, the First National Bank of Chicago and other
private banks On June 10, 1964 the World Bank granted
Iran a loan of 18 500,000 dollars for 20 years at an annual
rate of interest of 5 5 per cent, a loan which 1nvolved the
participation of the Chase Manhattan Bank, the First
National Caty Bank, the Mellon National Bank and Trust
Company and other private banks ? Almost all the Bank’s
loans are of a sumilar character, facilitating the participa-
tion of private banking capital from the leading capitalist
countries 1 financial exploitation of the developing coun-
tries, 1ts own capital serving as a guarantee of that parti-
cipation and high profits

! World Bank JDA. Annual Heport 1963 1964, 23
3 1bd, pp 26, 32, ?
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The high rate of interest on World Bank loans, the complex
procedure before they can be granted and the excesstvely
onerous often utterly inacceptable, terms attached to these
loans, including pohtical terms, have made them 1paccesst
ble for a number of developing countries The Bank has
been 1mplementing the policies of American monopolies
and banks too openly It 1s not surpnsing that 1 ihe
fifties and sixties many countries came to look on the
World Bank as a tool of Western diplomacy’* A certad
amount of inconvemence for the directors of the World
Bank resulted from the fact that the newly independent
states, for the reason 1ndicated above, have shown a certait
reluctance to join the World Bank It was in order to solve
the problem of attracting the participation of more develop
g countries that the International Financo Corporatiodt
(IFC) and the International Development Associatiol
{IDA) were set up

5 THE INAUGURATION
OF THE INTERN ATION AL FINANCE CORPOR ATION
AND THE INTERNATIOVAL DLVELOPMENT
ASSOCIATION

Tho International Finance Corporation was cshbhslwd
11 1936 at the inittative of the Umited States It was deaigned
‘to supplement tho activities of the Bk by cncouraging
the growth of productive private cnterpriso in member
countries, particularly in the less developed arcas” * In
other words the IFC w1s to serve the same ends as tho Banh,
1t was to consolidate capitalist private enterprise Unlihe
the Banh, tho IFC provides loans without guarantees from
the borrower country, but only 1n cases when no s0urces
of private finance are av nlable The World Bank on the
other hand grants loans to prniv e compames, only when
the government concernud guarantees that the loans wi
borcpud Inanumber of cases, however, private companied
are unable to provide such guarwtecs Thercfore, tho fact
that the 1FC does not demand wnd even does not accept

1 James Mornis op at, p 26

;1Palldu and Operations of the Svorld Dank, IFC and I1DA.
P .
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character and on an average does not exceed 1,300,000 dol-
lars The Corporation’s main function 1s to mobilise foreigd
private investment The IFC can grant loans 1n any currency
although they are always calculated 1n dollars The rates
of interest on IFC loans are considerably lower than thost
to which World Bank loans are subject, starting at one pef
cent, they are granted for terms varying between 5 an
15 years Between the time 1t was founded and June 30,
1963 the IFC participated 1n 59 loans to 24 countrics an
the total sum nvolved was 90,600,000 dollars In FY 1965
the IFC granted further loans totalling 50 milhon dollars
In TY 1966 the IFC commitments amounted to 35v600'000
dollars Ilowewver, the total extent of these operations
1o, meluding the share of other banks and firms 1 the
loans, over the said period can be estimated at close O%
500 mullion dollars ! By the end of 1965 the directors of the
World Bank had obtained the consent of the majority of 1ts
members for the introduction of the necessary amen ments
to the Articles of Agreement making 1t possible for the
Bank to add about 400 million dollars to the IFC's loat
resources This also gave the IFC stall greater opportunity
for mobihising foreign private capital In October 1966 the
World Bank gave IT'C another loan amounting te 100 mt A
lion dollars In fiscal 1967 the IFC participated 1 11 loans,
its own share coming to a total of 49,100,000 dollars. In
fiscal 1968 the IFC made comnutments totalling
50,700,000 dollars,? and as 1n previous years the IFCmulc&{
the participation of foreign private companics and ban

The scopo of the IFC s operations connected with themobi-
Lisation of foragn private capital also widened considerably.

! Policies and Operattons of the World Dank, IFC and 1DA, P 61

t To Branl, Colombia India Nigeria, henya, Pakistan, Perv,
the l’luhl)pmes, Senegal, spain and Turhey

¥ To South horea, henya, Mauntama, Malaysia, Mexico, VN"’;
2uda, Purg, Brand Colombia, and N bLringing its tots!
comumtments to 271,600 000 dollars (1n 30 countries) 1FC's cumulative
tatal of funds availablo ou Juno 30, $968 came to 3.0 million dollars
(1#C, a Member of the World Bank Group Annual Report 1968, p 5

¢ Bitween 4906 and 1963 81 foreign banks invested in It
transactivns on 203 occasians, 92 of these investments comlis g from
North Amenica and 66 lrom Furojean bauks aud companies (1FCe
& Mermber of the World Bana Group Annual Heport 1968, p 7}
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1 1968/69 alone these accounted for 500 million dollars,
although the IFC s own contributten only came to 93 mil
lion dollars

The less onerous financial terms of these loans naturally
to a certain extent encouraged the developing countries
to join the IFC However, a compulsory condition for entry
to IFC 1s membership of the World Bank On September 30,
1963 75 countnes were members of the IFC and by July
1968 this number had rsen to 87 Thus by setting up the
IFC and IDA, those mn chief of the World Bank had
succeeded 1 drawing many developing countries into its
membership

The IFC represents a still more 1mportant instrument of
World Bank pohicy 1n another sphere In 4962 the World
Bank and the IFC started setting up capitalist financial
institutions 1n the developing countries, that 1s private
finance corporations for promoting mdustnal development,
also designed to 1mplant and consolidate caprtalism 1n these
countries By the middle of 1963 the World Bank and IFC
bad provided loans to this end totalling 224 milhion dolars
With substantial support from the World Bank and the
IFC corporations of this sort were set up or expanded in
Pakistan, Thailand, Tumista, Turkey, Chile, Colombia,
India, Iran, Nigeria, Ceylon, the Philippines and vanous
other countries In FY 1964 alone the World Bank and the
IFC provided loans for such corporations totalling 50 mil-
lion dollars and 1n 1964/65, 24 mullion In 1967/68 simlar
private corporations were set up mn South Korea ! and
Venezuela * Typically enough the World Bank makes sure
that these corporations are not subjected to any control
by the governments of the countries concerned for example,
when 1n December 4966 the Bank was granting a small
loan to the Ceylon corporation set up to finance economic
development projects, the World Bank stipulated as a con-
dition of the loan that the corporation cease to be subject

1 Prnivate banks from the Umited States, Italy, Britain, the FRG
and Japan helped st up this corporation and they own 25 per cent of
the shares

* US and French banhks participated 1 the establishment of the
chczz:;x)o]an Sociedad Financiera (IFC Annual Report 1968, pp 12
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to government control The World Bank cven demanded
that the part of 1ts shares which then belonged to the Ceylon
Government bo sold to the IIC

In fiscal 1970 the ITC continued to provide capital for
the establishment and expansion of private finance corpo-
rations 1n the duveloping countries through its purchase
of these corporations’ shares. In the course of that year
the IFC increased 1ts existing sharo or secured a share 1n the
Congoleso Society for Financial Dovelopment (SOCOFIDE)
(800,000 dollars),* Colombia’s private Development Corpo-
ration (100 000 dollars), granted a 10-mullion dollar loa2
to the international Adela Investment Company and pur-
chased shares in Tumsia’s Finance Company totalling
600,000 dollars On these operations alone IFC spent a total
of 13,500,000 dollars in the given fiscal year. The World
Bank, the IFC and IDA together invested a total of
229,500,000 dollars 1n private financo corporatlons

The loaus and other 1nvestments made by the 1FG since
1ts establishment tn 1956 up until June 30, 1970, totalled
476,500,000 dollars This figure grows to over 2,500 mulhon
after the addition of counterpart funds {involving private
foreign capital) amounting to 2,132,700,000 dollars ? The
IFC stepped up 1ts activities n particular 1n FY 1970
operations transacted out of its own funds that year camé
to a total of 111,800,000 dollars and the cumulative total
of 1ts 1nvestments involving foreign private capital from the
leading 1mpenialist powers came to almost 492,700,000 dol-
lars That same year the Bank made a 200 milhion guarantee
loan to IFC to replenish the Corporation’s loan funds-

Another branch of the World Bank, the Internatlonﬂl
Development Association, played a still more 1mportant part
1 encouraging the developing countries to join the Bank
The 1dea of setting up IDA was also first put forward by the
United States The Bank’s Board of Governors adopted the
necessary resolution mn 1959 The Articles of Agreement
relating to IDA came 1nto efiect on September 24, 1960

* The Society was financed by a number of local companies the
Congolese Government (Kinshasa) and banks and_companies from
Bel;ivmm. France, the FRG, Italy, Japan, and the Umted States, 23
well as the IFC and IDA

3 World Bank. IDA Annual Report 1970, pp 23 24,
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According to these Articles of Agreement only World Bank
members could become members of IDA IDA members
fall wto two parts the industrially developed countries
listed an Part 1 (which oniginally consisted of 47 contries)!
and all other countries making up Part II Each member
of IDA has 500 votes plus one vate for every 5,000 dollars
of 1ts 1mtial subscription which was apportioned as follows
the 1mitial subscription to be paid by the 17 countries
Iisted 1 Part I came to 763 million dollars® or over 76 per
cent of the total imtial subscription, of which the USA
subscribed 320 mlhon dollars or 32 per cent, the subscrip
tion for countries listed 1n Part II came to 237 million dol
lars or less than 24 per cent of the total 1mtial subseription
This meant that the US subscription was almost one and
a half times the total subscription of the whole of IDA s
Part II, which consisted of close on 50 countries

How was 1t that the directors of the World Bank managed
to attract the developing countries to joun IDA and hence
the Bank 1itself? Part of the answer can he found 1n the
IDA Articles of Agreement, according to which the member
countries listed in Part II were only required to pay ten
per cent of thear initial subscriptionin gold or freely convert-
1ble currency while the remaiming ninety per cent could
be pard 1n the currency of the subscmbing member 3 As for
the countries hsted 1 Part [ they were required to pay the
whole of their subscription in gold or freely convertible
currency A second attraction was the stipulation of less
onerous terms for credits granted by the Assocrationt which
made IDA loans far less onerous than those granted by

1 The imtial members of IDA 1n this group were Australia Austria,
Belgium Canada, Denmark Finland the FRG France Italy Japan
Luxemburg, the Netherlands Norway Sweden the Republic of
South Africa Britamn and the USA Later Kuwait was to join this
group

1 IDA  Articles of Agreement and Accompanying Report of the
Eu;u{ﬂal)lnclars of the IBRD, Washington D € 1962 p 29

2

4 IDA grants credits for terms of up to 50 years and involving
0o compulsory payments during the first ten years payments at an
annual rate of interest of one per cent for the next ten years and payments
at an annual rate of interest of 3 per cent for the remaming 30 years
{Policies and Operations of the World Bank IFC and IDA, p 107}
11-0943
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the World Bank Many developing countries would lihe
to join IDA without having to join the World Bank How
ever, the founders of IDA made these concessions precisely
1 order to oblige these countries to join the World Bank
On June 30, 1963 the number of IDA members had reached
76 and the subscribed capital 969 mllon dollars, of which
765 million were 1n freely convertible currency By June 30,
1967 IDA numbered 97 states among 1ts members and the
subscribed capital, including supplementary resources, came
to 1768 million dollars, 1,524 millhon of wlich had been
subscribed by the countries hsted in Part 1 By June 30,
1969 IDA membership had grown to 102 and by June 30,
1970 to 105, wiile the total subseription had reached
1,014 million dollars or 3,064 milhion taking into accoust
supplementary resources and special contributions IDA ha
107 members by September 27, 1971 1

Not all Articles of Agreement are 1n the interests of the
developing countries Many of them are 1dentical repetitions
of the Articles of Agreement drawn up for the World Bank
agencies This apphes, for example, to Article V which
states that IDA only grants credats to 1ts members 2 As noted
earlier the point behind this ruling was to compel the
developing countries to jomn the World Bank Thus 1t 13
not surprising that after 1960, that 1s, after the establish
ment of IDA, the majonty of the developing countries
jJomned the World Bank In 1963 alone nineteen developing
countries joined the World Bank and IDA S

Like the World Bank, IDA also refuses to grant credits
1f 1t considers that a country applying to 1t for a loan coul
recerve such a loan from private sources Like the Worl
Bank, IDA sends mussions to 1nvestigate potential borrower
countries before granting a lIoan These missions 1msist oft
vartous terms for a loan, ncluding the acceptance on the
part of the borrower to buy the equipment required for
the project concerned only 1n one speeific country When

} World Bank ID1{ Annual Report 1969, 1970, 1971, p 3

2 Sco ID 1 Articles of Agreement 1

3 Algeria, Burundi Cameroun the Central Alrican Rep blic,
Chad Congo (Brazzaville) Zaire, Dalomey Gabon Guinea lm)ﬂd
Laos,d Madagascar, Malj, Maurnitania, Ruanda, Trumdad, Tobago an
Uganda
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granting credits IDA demands that the borrower country
spend them only on projects agreed on 1n advance 1n other
words the borrower country 1s not free to use the money
received 1n the form of IDA credits as it thinks fit
IDA started functioming 1n November 1960 and by the
end of June 1963 had granted 39 credits to 18 countries
which amounted to 495 mulhien dollars, concentrating its
attention on India, the largest developing country in Asia
During those threo years IDA granted India credits totalhng
300 m:llion dollars Other countries 1n that period recerved
relatively little financial support from IDA! The
geographical distnbution of IDA credits i 1965 was as
follows
Table 9
ID\ Credits by Aren up until March 31 19652

mil per cent
dollars of total

Tatal 1,046 4 100

Asia and the Middle East 776 3 7% 2
Latin America 100 4 96
Europe 557 53
Africa 137 109

In 1952 the IDA Board of Governors adopted a decision
to wcrease IDA s funds by 750 million dollars by the end
of 1966 Contributions for this supplementary subscription
were to be three annual payments of 250 milhion each
This supplementary subscription (apart from the shares
of Belgtum and Luxemburg who bhad 1n the meantime
applied to IDA for membership) officially did not secure
subscribers any additional votes unlike the 1mtial subscrip
tion, although there 1s no doubt that 1t consohdated the
dominatton of the Western countries in IDA particularly
that of the Umted States, whose share 1n the subscription
by then had reached almost 30 per cent In this respect
1t 15 also significant that supplementary subscriptions had
only been made by the IDA members hsted 1o Part 1

! African countries taken as a whole received 34 million other
countries 1o Asja and the Middle East received 64 million European
countries 27 mithon and Latin American couatries 70 milhon dollars

% L Economie No 958 Aprl 30, 1965 p 12

1
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Total credits granted by IDA since 1ts establishment had
reached 1,694 2 mullion dollars by June 30, 1967 and 1,806
mullion by April 30, 1968 * In March 1968 the drectors
of the World Bank and IDA took steps to eifect a secon
major 1ncrease 1n IDA's financial resources George Woods,
then President of the World Bank and IDA, proposed that
the capital stock of IDA be replemshed by 1,200 mullion
dollars payable by the countries lListed 1n Part I 1n three
instalments of 400 million dollars each The first payment
would be made by June 30, 1969 so that IDA could use the
capital of the replenishment before June 30, 1970 Woods
made a reservation? to the effect that the Umted Statés
n view of 1ts balance of payments difficulties, would only
pay that portion of 1ts supplementary contribution neede
to finance procurement of commodities and equpment
within the Umted States, for the three years ending June 30,
1971 This increase in IDA’s overall capital enabled 1t 12
fiscal 1969 to grant credits worth a further 400 mmllion
dollars thus bringing up the total of 1ts credits to
2,216,600,000 dollars by June 30, 1969 3 In fiscal 1970 IDA
granted a further 56 credits totalhng 606 milhion dollars
and 1n FY 1971 53 totalling 584 million dollars ¢ In May
1970 the leading members of the World Bank and IDA
began negotiations concerning the neat increase 10 I
funds, this time an 1ncrease of 3,000 milhion {to be paid 18
threo 1nstalments over a period of three years) The US
announced 1ts willingness to make further payments 11
the period 1971-73 totalling ;1,200 xmihon dollars (o
annual 1nstalments of 400 mllion) which provide
yet another confirmation of that country's tendency to
gradually cut down on bilateral aid and instead extend 1§
external credit operations via ‘more attractive” multilateral
channels

Despite the ruling 1n the IDA Articles of Agreement that
1ts credits should have no “strings attached” tlus 18 seldom
observed, as stands out particularly clearly in the cas®
of the United States which uses IDA to secure markets

' \World Bank IDA Annual Report 1968, p 95

2 IDA Press Release No 2168 January 19, 1968

3 \World Bank IDA Annual Report 1969, p 2

¢ World Bank IDA Annual Report 1970, and 1971,
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for its commodities. In 1966 the United States paid into
IDA 404 million dollars, of which 85 million, distributed
in the form of DA credits, were spent in the United States,
in other words, over 30 per cent of the total sum (258 mil-
lion) of IDA credits for 1965/66. It was noted above that
US further contributions to IDA were accompanied by
a provision that they would be used “to finance procurement
within the United States”.

Another important development is the recent involvement
of IDA, along with the World Bank and the IFC, in the
financing of new private financial corporations in the devel-
oping countries or the financial consolidation of existing
ones. Between its inauguration and June 30, 1970 capital
investments of this type made by the World Bank in conjunc-
tion with IDA cama to a total of a thousand million dollars.
As a result of this activity on the part of the World Bank
and IDA 30 such corporations in the developing countries
were set up or consolidated. The World Bank and IDA’s
investments to these ends in fiseal 1970 alone came to 216 mil-
lion dollars. Loans and credits of this type were received
by private corporations and banks in Brazil, Zaire,
Ceylon, Greece, India, Israel, Morocco, Pakistan, the Philip-
pines, and Tunisia (a number of these loans also involved
IFC participation).!

6. THE WORLD BANK
AND TIIE DEVELOPING COUNTRIES’
INDUSTRIALISATION PROBLEMS

While spreading capitalism—which as Lenin pointed out
grows “with the greatest rapidity in the colonies and in
overseas countries™—to the developing countries the World
Bapk, while promoting indusirial. development in those
countries, goes out of its way to increase their economic and
financial dependence. on foreign monopelies. Officially the
World Bank supports industrialisation in these countries
(and not merely that of the consumer industry variety),
but only allows it to achieve a scale that does not represent

! World Bank. IDA. Annual Report 1970, p. 23.
? V. I. Lenin, Collected Works, Vol, 22, P 274,
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any threat to the position of monopoly capital n the country
concerned This policy means that the World Bank ao
1ts branches 1mpede the consolidation of the state sector
i the economy of those countries which 1s less vulnerable
to pressure on the part of foreign private capital By obstruct
g the development of industrial enterprises producing
the means of production the World Bank holds back the
economec development of these countries, and this pohicy
reflects one of the main trends of neocolonialism, the retet
tion of the developing countries for as long as possxble a3
sources of raw materials for the imperialist powers Althoug!
the scale of the World Bank's operations grows from year
to year the policy of 1ts directors remains unchange
on the average, more than 70 per cent of 1ts loans are direct
ed towards setting up the infrastructure, 1 e , on the cont
struction of roads and ports, which are vital prerequisites
for the advantageous 1nvestment of foreign private capitd
The geographical distribution of World Bank loans and
IDA credits shows that almost 70 per cent of all loans an
credits granted for instance in fiscal 1965 went tq those
developing countries which the Bank's directors have made
their main 1nvestment sphere for their own capital ap
capital of foreign monopolies The same picture 18 prescntcd
by the geographical distrzbution of World Bank loans and
IDA credits in fiscal 1969, 1970 and 1971 ! This 13 also
reflected 1n the purposes for which World Bank loans an
IDA credits were granted between 1960 and June 30, 1964
According to official figures® over this period the Worl
Bank and IDA granted loans and credits amounting to Jess
than 1,000 million dollars, 1 ¢, about 15 per cent of the
total for developing the private sector of industry 1n the
developing countries World Bank loans and IDA eredits
granted for the development of heavy industry—for the
most part the metallurgical industry—came to only 334 mi!-
lion dollars for the whole of the above period During
said period the World Bank and IDA did not grant a sing
loan for the development of industrial enterprises producing
the means of prod: Of the t} 1 mllon dellars

* Yorld Bank IDA Annual Report 1969, p 83 1970and 1971, p.8
* World Bank IDA Annual Report 19%3 1964, p 20
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granted 1n loans and credits to all countries 1 Africa over
the indicated period only 140 malhon were allocated to
industry, and over 90 per cent of that sum went on loans
and credits to foreign companies operating in Africa The
whole of Latin America received only 86,600,000 dollars
1 loans and credits from the World Bank and IDA for
wdustrial development

The figures below show the allocation by purpose of World
Bank loans and IDA credits to the developing countries
of Africa, Asia and Latin America * World Bank loans and
IDA credits to African countries for developing transport
and the power industry accounted for over 75 per cent
of all loans and credits granted to countries of that con-
tinent Only 120 million dollars were allocated to 1ndustry,
or a hittle over 40 per cent Africa provides the most blatant
example of the “concern” shown by the directors of the
World Bank to set up the “infrastructure”, namely the vital
conditions for the penetration of that continent by foreign
private capital and the export from 1t of cheap raw mate-
rials and agricultural produce, that have hittle bearing on
true 1ndustrialisation and of course do nothing to help the
young mndependent states of Africa gain genwine indepen-
dence Nor has the picture really changed at all since® for
wnstance of the total 163,700,000 dollars granted 1n loans
to the East African Economic Commumty in fiscal 1970
110 mullion dollars or 67 per cent went on the extension
of road and communications networks and port facihities
A simlar policy 1s pursued by IDA: of the 188,500,000 dol
lars granted to the same countries in credits durning FY
1970 close on 100 mllion dollars went on setting up the
“infrastructure”,?

A similar state of affairs 13 found in Asia, where the
World Banh until recently at least had been concentrating
1ts activities Yalf the loans 1t granted to that continent
were for the extension of transport and commumnications

————

} The World Bank Group in Africa A Summary of Activilies,
® 2, The World Bank Group in Asisa A Summary of Activities,
Washington, D C, September 1963, p 2, The World Bank Group
;gsfihe Americas A Summary of Activitles, Waslungton, D C, Junp

' D3
2 World Bank IDA Annual Report 1970, pp 10-24,
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networks and only about 20 per cent was allocated to indus-
try; moreover, of tho total loans and credits granted to .aU
Asian countries for industrial development over the period
up to June 30, 1964 (32 totallng 574 million dollars)
11 amounting to 300 million dollars went to India (includm%
107,500,000 dollars to tho Tata Iron and Stecl Company):
As for the Latin Amenican countries the contrast 15 sl
more conspicuous: a mere 52 million dollars, or about
3 per cent, of the total loans and credits granted to the
countries of that continent by tho World Bank and DA
overtthe samo period were allocated to industrial develop-
men

Figures illustrating the ends to which World Bank loans
and IDA credits wero devoted during fiscal 1968 also pont
home the main goals of World Bank policy in this sphere:
of a total 953,500,000 dollars, provided in the form of loans
and credits, over 700 million, or almost 80 per cent, was
carmarked for setting up infrastructure, for agricultura
development and irngation, while only 191,500,000 d?l'
lars,? or less than 20 per cent, was set aside for industrial
development and that mainly in the private sector. Thus
under the banner of “industrialisation” the World Bank
Wwas in fact going out of 1ts way to create conditions 1 the
developing countries that would sccure advantageous capi-
tal investment spheres for private capital. At the same
time by consolidating the private sector in the economies
of these countries, including that in industry while making
sure that it did not constitute any threat to the position
of foreign capital, the World Bank is binding these cout-~
tries to the world capitalist system.

Despite the repeated anncuncements by the World Bank
directors that they intend to review their policy, nclu-
ding the schemes for which the Bank and its branches set
astde their loans and credits, no essentzal changes
resulted.

‘wThéganrld Bank Group in Asia. A Summary of Actiuitles,
pp. 19, 29,

* Of that 191,500,000 dollars 159 m:llion consisted of loans granted
to 14 Envate corporations for industrial development in Ceylon.
Colombia, Greece, India, Iran, Isracl, South Korea, Pakistan, Tunisia
and Tainan (World Bank, IDA. Annual Report 1968,1p. 15).
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Thus World Bank policy reflects its reluctance to grant
effective assistance to the countries of Asia, Alrica and
Latin America for the development of their own industries,
in particular industrial enterprises producing the means
of production. In this respect the World Bank does not
difier in the slightest from the monopolies of the imperialist
powers who invest their capital in the developing countries
for onec reason and one rcason omly, namely to reap ihe
maxtmum possible profits. This is why they nvest above
all 1n extractive industries, which yield the largest profits
{such as oil). A report drawn up by the Pearson Com-
mission  points out: “Much of this investment has been
in extractive 1industries of the total cumulative direct
mvestment 1n developing countries, cstimated at about
430 billion in 1966, 40 per cent was in the petroleum scctor,
and a further 9 per cent in mining and smelting; only 27 per
cent was 1n manufacturing, and 24 per cent in utihities and
other services.” Meanwhile these countries desperatoly need
to develop their own industry and in particular the manufac-~
tunng industries. Suffico it to mention for instanco that
production of manufactured goods in Latin America acconnts
for only 15-30 per cent of tho whole GNP. In Asia and Afri-
ca the share of these commodities in the GNP {s still simall-
er—15-20 per cent in Asia and under 10 per cent m
Africa.

The Werld Bank’s policy in this respect did not change
i fiseal 1974, World Bank loans and IDA credils wero
allocated as follows: 419,100,000 dollars for agriculiure,
107,900,000 dollars for education, 195,500,000 dollais for
telecommunications, 500,900,000 dollars for eleciric power,
651,100,000 dollars for transportation and 32,000,000 dollars
for 1ndustry, 253,000,000 dollars for World Bank loans to
privato finance companies, 188,700,000 dollars for installing
water-supply and sewerage systems, 10,000,000 dollars for
expanding tourism and 114,400,000 dollars for gencral
dovelopment and technical assistance.® Thus World Bank
loans for that year that wero allocated to industry (a single

—_—

1 Partners in Development p. 100, .~
* World Bank. IDA. Annual Report 1971, pp. 10-44.
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32 000 000 dollar loan made to Botswana for the expansion
of the infrastructure of copper and nickel deposits) accounted
for yust over 1 per cent of the total loans and credils granted
by the World Bank and IDA (2,480,400,000 dollars) As 1
previous years over 53 per cent of World Bank loans an
IDA credits went on road construction, expanding communt
cations and power networks, 1e, on settang up the 1nfra
structure Of course, setting up the infrastructure 1s an
Important part of any industrialisation drnive Howevel
the crux of the matter 1s the motives for which foreign
capital including the World Bank 1s helping to set these
up 1n the developing countries The main motive 1o this
case 13 to create favourable preinvestment conditions for
private forergn capital, secure spheres of nvestment foé'
1t and, of course, guarantee stable high profits As pamted
out earlier the monopolies and banks, meludimg the Worl
Bank and 1ts branches, do not take into account at all the
actual needs of the developing countries or adapt their
policy to satisfy these needs If World Bank policy 18 eval
uated from this pomnt of view, the only vahd one, then
1t 1s clear that 1ts aid does hittle to really promote mdustriall
sation 1n the developing countries

7 WORLD BANK POLICY WITH REGARD TO INDIA
AND PAKISTAN

Since India and Palustan re two of the major developtng
countries 1n Asia they are important in connection wit
the policies pursued by the leaders of the World Bank
Inditas stand on a number of international problems,
wncluding her policy of non alignment, has forced lhlc
impenalist circles to reckon with her more tham Wil
any other developing country Sigmificant 1n tlns respect
are tho friendly relations with the USSR and the other
socialist countries which India has established and whlcl;
found expression 1n the Treaty for Peace, Friendship nﬂi‘
Co-operation between Indra and the USSR that was SIH“Cl
in Delht on August 9, 1971 This has resulted in the Worl
Bank adopting special tactics in relation to India and 10
some extent Pakastan

Indsa 15 the first of the developing countries whose repré
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sentative on the Board of Directors of the World Bank
is not elected but appointed by the Indian Government.
India also occupies a special position as regards the number
and extent of the loans and credits she is granted: inthe
period since the World Bank, IDA and the IFC were founded
and up until the end of June 1963 India received 31 loans
from the World Bank totalling 847 million dollars, 13 cred-
its from IDA totalling 300 million dollars and a number
of loans from the IFC totalling approximately 2.5 million
dollars. Thus the three organisations during this period
have granted India loans and credits totalling 1,150 mil-
Lion dollars. This figure had visen to 4,400 wmillion dollars
by the beginning of 1865. These World Bank loans were
allocated as follows: 13 loans (447,410,000 dollars) for
developing tramsportation, 5 leans (81,121,000 dollars) for
power, 11 loans (301,133,000 dollars) for indusiry, one Joan
(7,204,000 dollars) for agriculture and one multipurpose loan
(10,500,000 dollars).® Despite the special attention the
World Bank pays to India, its overall policy in relation to
that country is once again to concentrate on the creatron
of the infrastructure—over 500 million dollars or almost
50 per cent of all loans and credits is set aside for transport
and power. Three hundred million or close on 25 per cent
was set aside for developing industry (in the private
sector).

In fiscal 4966 and 1967 India received loans and credits
from the World Bank and its branches totalling almost
500 million dollars,® and by June 30, 1967 1ts commitments
to the World Bank, IDA and the IFC had reached close
on 2,000 million dollars.® India’s enormous oxternal debts
place a heavy burden on the country’s finances and drain
its reserves of foreign exchange. In fiscal 1969 alone India’s
payments on these debts reached 548 million dollars and
1n 1969/70 they came to 550 million dollars. That same
year India received one loan from the World Bank (40 mil-
lion) and five credits from IDA (227.5 mllion).*

1 The World Bank Group in Asta, A Summary of Activities, p. 19
2 See Bangque Mondiale ef IDA. Rapport annuel 1966-1967.

3 While her overall external debt reached 6,900 million.

4 World Bank. IDA. Annual Report 1970, p. 8,



172 NZOCOLONIALISM: METHODS AND MANOEUVRES

The largest undertaking organised by the World Bank
m India was the Indus Basin Development Fund. The
admmstrative division of the Indian subcontinent after
independence gave rise to many problems which were later
to cause tension in relations between India and Pakistan
One of these problems was the irrigation of the Indus valley
part of wlich is situated n each of tho two countrics. The
directors of the World Banl, decided to tako upon themselves
the role of “mediator”, however, only after America’s Ten-
nessce Valley Authority lad started reconnoitring the
project, in which it had announced its readiness to partic-
tpate back in 1951. Meanwhilo rivalry between foreign bmﬂ\-‘;
and firms and also tense relations between India and Pahistan
made 1t 1mpossible to arrange terms for some tume, Only
after agreement had been reached between the United States,
the Federal Republic of Germany, Britain, Canada, Australta
and New Zealand with regard to their respective sharesn the
project was a contract finally signed in 1960. India and
Pakistan also made their appropriate contributions. The total
cost of the project involving the construction of power
schemes and irrigation installations to improve water
supply, irngation and the eleetrification of the Indus valley
was estimated at 4,000 mllion dollars, of which only 200 m:l-
Lion was to be provided by the World Bank. The remainitg
800 million was to take the form of loans from the govern-
ments of the USA, Austraha, Britain, Canada, the FR
and New Zealand mobilised by the World Bank which
cfiected overall supervision of the Fund. The total sum
provided by the above-mentioned participants came t0
895 million, including 174 million dollars contributed bY
India herself and 80 million dollars granted to India n the
form of an ordinary World Bank loan. However, this proved
madequate for the enormous project, and so new talks were
held and a new agreement signed an 1964 according to which
the parties concerned agreed to further another 315 milliont
towards the project The World Bank’s share 1n this second

! In the summer of 1958 this area suffered from _severo drought
which also aggravated water-supply and 1rrigation problems throughout
the subcontinent area,
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sum was 58 milhon dollars, which meant all together the
Bank had contributed only 258 million, regarding 1ts prime
task to be making sure that banks from the leading capitalist
countries take part 1n the scheme This illustrates once
more how the World Banl prefers to create favourable
premnvestment conditions for the penetration of foreign
state and prnivate capital while only partly financing
subsequent projects with 1ts own loans

The second major project mn the subcontinent 1n which
the World Baunk 1s participating s the setting up under 1ts
auspices of a consortium for aid to India 1n the implementa
t1on of her third and subsequent five year plans The United
States, Britain, the FRG, Belgium, Canada, the Nether-
lands, France, Italy, Denmark, Austrza and Japan are all
tepresented on this consortium together wath the World
Bank and IDA Lach of these countries and the two orgam
sations promsed to grant India for the five years concerned
losns and credits equvalent to five thousand milhon dol-
lars Again in this undertaking the role of the World Bank
and IDA was confined to ensuring favourable conditions
for the penetration of India by foreign capital In fiscal
1964, for instance, the consortium granted India loans and
credits totalling 1,052 muliion dollars In fiscal 1965 the
consortium decided to provide loans and credits totalling
1 028 million dollars, the World Bank and IDA share consta
tuting 245 mlhon dollars In fiscal 1966 and 1967 the
consorttum granted India loans and credifs averaging close
on 900 mullion a year 1n both cases the World Bank and
IDA tagether contributed 245 mullion In fiscal 1969 [ndia
managed to secure a total of 642 million in loans from all
members of the consortium, who promused India a sumilar
sum for the following year, according to an announcement
made by India’s Mimstry of Finance Lnhanced interest
shown 1n India explans also the larger loans for mdustnal
development granted to this particular country Yet, with
regwrd to India as well, the World Bank saw 1ts mamn
task to lie 1n consechdating the private sector and of the
strongholds of foreign capital in that sector This eaplains
the World Bank's readiness to grant two private Indian
metallurgical compames loans totalhing 157 mullion dollars
i 1962/63 and 60 mulhion dollars in 1966 It was with
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simlar ends 1n view that IDA granted a credit of 9¢ mil
lion dollars for expanding production of commercial veln
cles and some 1ndustrial equipment 1n June 1964, and tht;
IFG granted several loans to private Indian companies

Despite Indias special status’ India was not able o
avord the humihating procedure of investigation by Werld
Bank missions In April 1966 the World Bank conducted
a special investigation and drew up crtical reports of
India s and Palistan s economic development plans on the
basis of which the World Bank was to decide whether 1t
would grant further economic assistance to these %
countries * Earlier still, in January 1966, the directors of
the World Bank and IMT had demanded that India devalu®
the rupee or raise her prices on 1mports by 40 per cent &
a condition for further aid’ In that particular case the
directors of the World Bank promised to 1ncrease ad to
India from friendly countries, 1 ¢ the consortrum, Al
review the periods laid down for repayment of India § earlter
debts They finally achieved their goal and on Juns %
1966 India was obhged to agree to devalue the rupee* bY
approximately 37 per cent

In exchange for a promise of more substantial finaneral
assistance from the consortium and the World Bank for
India s fourth five year plan (up to 1 500 1,700 muthon
dollars a year), on account of the devaluation of the rupe¢
the Indian Government was obliged to make a further
concession to and the World Bank agreeing to It state
control of industry, private foreign 1nvestments a7
imports ®

A further graphie 1llustration of World Bank pohicy to
consohdate the private sector in India 1s provaded by Lho
loans granted by the World Bank and the IFC to the Indus

1 World Bank ID1 Annual Iteport 1963 1964 p 30 i
2 Fort Gloster Industries Limuted (1 214 000 dollars) Laksbm!
Machine Worhs Limited (1 380 000 dollars) and Mahindra Ugioe
Steel Company Limited (3 450 001 dollar<)
3 The New York Times \pml 13 1966 p {1
4 Prior to dovaluation one US dollar was worth 4 76 Indian rupees
and after devaluation one US dollar was worth 7 5 Indian rupee$
& Sce The Indign Ezpress Apnl 2 1066 The New York Times
\pril 17 1966 The Hindustan Times November 24 1966
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trial Credit and Investment Corporation of India (ICICD)
The corporation was founded 1n 1955 on a 1ecommendation
from the World Bank and with 1ts assistance, and from the
outset 1t was envisaged that the ICICI, to counterbalance
the public sector, must promote the growth of private
mndustry 1 India’ ! By the middle of 1963 the World Bank
and the IFC had granted the corporation five loans totalling
90 mllion dollars In fiscal 1965 the World Bank granted
the ICICI a further loan of 50 milhon dollars The World
Bank loan of 25 mllion dollars to the ICICI was the only
loan 1t granted India 1n fiscal 1968 2 A sumlar picture emerged
m FY 1970 the 40 milhon loan granted to the ICICI
was the only World Bank loan India received that year?
India declined other loans that year, 1n view of both the
onerous terms demanded by the World Bank and the consor-
tium, and her enormous external public debt

The ICICI belongs to private investors from Japan, the
FRG, Britan, the United States and India Ifs function
1S to mobihise private capital, including that from abroad,
for mvestment m the private sector During s first 10
years the ICICI granted loans totalling 100 million dollars
to more than 200 private firms and compames All ICICI
operations over the period (ncluding the involvement of
foreign capital) involved close on 650 mllion dollars, that
18 five times the corporation's own investment 1n the private
sector of the Indian economy 4

The World Bank also devotes considerable attention to
Palistan By mid-1964 the World Bank and its branches
had granted loans and credits to Palistan totalling close
on 320 mullion dollars, almost half of which (close on 155
mlhon) went on the infrastructure and only 53 million
to industrial development Then agaun these 53 million
were granted 1n the main to the private undertaking, the
Palistan Industrial Credit and Investment Corporation
(PICIC) The PICIC wns set up in 4957 to assist the private

S‘OTIxe World Bank Group in Asta A Summary of Actuities,

? World Bank IDA Annual Report 1968, r 8
3 World Bank JDA Annual Report 1970, p 8

» 3‘0Th: World Bank Group in dsia A Summary of Activitics,
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sector of the Pakistan cconomy. So onco more the World
Bank adhered faithfully to its policy of consolidating capl-
talism The PICIC 1s almost entirely controlled by foreigd
private capital—the controlling interest is in the hands o
American, British, Canadian, West German and Japanes®
shareholders.! The World Bank affiliate, the IFC, bccnmg
a shareholder 1n 1963. In the interim tho IFC has grante
Pakistan loans amounting to a mere 6 million dollars an
these have naturally been geared to enabling foreign ban
Lo 1nvest larger sums, 1nsofar as in this as in other venturés
the IFC's own loans have accounted for only a small part
of the total funds. In fiscal 1964 the World Bank and ID:
granted Pakistan one loan of 17 million dollars and another
of 30 mllion to the PICIC. World Bank loans and [
credits to Pakistan for fiscal 1966 and 1967 amounted 10
approximately 120 million dollars, while during the sam*l?
peniod Palastan received wvirtually no aid for industnd
development, exther from the World Bank. In 1967/68 the
Bank granted the PICIC loans totalling 35 million dollars
and IDA allocated credit totalling 10 mllion to Pakistad
agricultural development, The PICIC received 1ts next load
from the World Bank (40 million dollars) in Apnil 1969
In November 1968 the World Bank announced its plans
to grant Pakistan a new loan of 35 million dollars in 1969-
In fiscal 1970 Pakistan recerved a loan of 19,200,000 dollars
from the World Bank and nine credits from 1DA totallng
77,200,000 dollars, including a 20-mullion credit to the
PICIC, and 1n fiscal 1971 further credits from IDA totalling
48 mullion dollars.®

As 1ndicated earlier, a supplementary contract in con-
nection with the Indus Basin Development Fund came 1o
effect 1n April 1964. In accordance with this supplcmemal'y
contract the members of an international consortim fof
granting aid to Pakistan (the Pakistan Consortium) to-

T The World Bank Grou . ctivities, pp. 04 65

2 For E'xype'nod ﬁ‘ gsaygaix"; :\1: 'Zn/:lixf:u'g’lmlz-g{: IofAmterest gF 6 5 per
cent for the construction and improvement of motor roads 1n Wes
Palistan over a total stretch of 175 miles.

3 World Bank. I1DA. Annual Report 1970, pp. 8, 11; World Bark-
IDA, Annual Report 1971, p. 8

4 The governments of Australia, Belgium, the Netherlands, CnnﬂsdA“-
the FRG, France, New Zealand, Italy, Japan, Britain and the USA.
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gether with the World Bank took 1t upon themselves to grant
loans totalling 315 mulhion dollars for the purchase in the
member countries of equpment and commodities required
for harnessing the Indus River in Palustani terrtory !

In November 1967 Burke Knapp, Vice-President of the
World Bank, vistted Pakistan where he bad talks with Pala
stan offictals on financing the construction of a dam on the
Indus River and of other hydroeleciric installations (the
Tarbela Dam Project) and also on Pakistan’s outstanding
payments on World Bank loans * In May of that year Pakistan
had turned to the World Bank with a request for mediation te
help her receive a 650 milhon dollar loan from the Consor-
tium 1n order to make up for the shortages during the past
two years" ® In the course of talks with the Bank's Pres
dent George Woods and with Vice President Knapp, Pakis-
tan mumsters had brought up the question of extending the
period for repayment of the country’s outstanding debts
and a reduction of the mnterest rate pomting out that the
Bank was levying extremely high interest rates In their
charactenstic fashion Knapp and Woods recommended to
the Pakistan leaders that they attract more investment
of foreign private capital

In response to the Pakistan Government’s new request
to the World Bank a Tarbela Development Fund was set
up 1 May 1968 to complete arrangements for financing
this project On the basis of the agreement reached between
six members of the Consortium! and the World Bank,
additional funds for completing the Pakistan part of the
project for developing the Indus Basin were provided whichk
totalled approximately 475 milhon dollars * The World
Bank’s share 1n this sum was only 25 mullion dollars By
tlis time the loans and credits provided by the World Bank
and the members of the Consortium for tlus project had
reached 498 milhon dollars. A further sigmficant detaal a8

* The Banl's share came ta 58,500 000 dollars (W orld Bank ID1,
Annual Report 1558.(? 2 R
3 On Juno 30, 1966 Pakistan’s external debt totalled 2 340 million
3 The Pakistan Times, May {0, 1967, p
4 Canada, France, Ttal » Pahistan, Britarn and tho United Stales
3 Loans were granted by Canada (4 400 000), France (30,00,000),
l(laly (600‘()))00,000). Bntan {24,000000) and the United States

12--0913
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thit the loans granted to Pakistan by tho United States
Canada and Britain could only be used for purchasing
commoditis and equipment 1n those countries [he Pakis
tan Governmcnt, for 1ts part, will have to spend 335 ml
hon dollars on the project,® which will not be completed
before 1976

8 TIIL WORLD BANK
AND UN SIECIALISED ORGANISATIONS

The directors of the World Bank, as they work to consol
idate ats influence 1n the developing countries, are begit
ning to make active use of the Unmted Nations' speciabised
orgamsations 1n particular those whose prestige 15 st
lgh 1n these countries Those activities are often presente
asa new policy of the World Bank, introducing an empha
Sis on  co operatton with the developing countries and
also with 1nternational specialised orgamisations After
concluding a working agreement with the FAO, the World
Bank 1n collaboration with this organisation 18 _financing
a number of projects for tramng agricultural experts
In contrast to its former policy the World Bank 1s 00%
granting small loans for the introduction of agrarian ¢
forms In practice however, this means that 1t grants
small credits to private agricultural banks, and loans for
vonstructing roads required to facilitate the export ©
agricultural produce etc

Malang the most of the UNESCO principle that education
15 the prerequisite of economic development , which the
neocolomalists propagate 1n the developing countries and
are aiming thereby to distract attention from more acute
socal problems, the directors of the World Bank announced
in 1963 1ts adoption of a new policy 1n that field as well
What wero the motives underlying this decision on the
part of the directors of the World Bank? In 1963 George
Woods had the following to say on the subject In parti¢
ular I believe that we will have to do more to help create
the facilities necessary to the spread of education  Second
ary and vocational schools 1n particular, can have a farrly
rapid 1mpact on development by providing the middle
level manpower as well as the specialists 1n administration

T 1Vorld Bank IDA Annual Report 1968 pp 21 22
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agriculture and otber subjects that are so important in
economic growth.” These words show that Woods is still
propagating the same old philosophy for the developing
countries, calling for the creation of an infrastructure in the
field of education as well. For, leaving aside his comments
on development and economic growth, it stands out clearly
that Woods is concerned first and foremost with the training
of “middle-level manpower”, i.e., the creation of yet another
vital prerequisite for profitable investment of capital in
these countries. No attempt was made to conceal this side
of the picture in the World Bank’s annual report for FY 1968.
Noting that the Bank’s capital investment spheres in this
field are to remain technical, vocational and secondary
schools and only on a scale required to meet the demand for
“middle-Jevel manpower”, the authors of the report point
out that the main aim behind it should be to “increase the
productivity of the labour force”® and ultimately secure
higher profits for foreign investments. As yet Bank loans
and IDA credits for education projects and expausion are
small: in FY 1969 they totalled approximately 80,000,000
dollars, in FY 1970 79,900,000 and in FY 1971 107,900,000
dollars.?

The main reason behind this “switch” in World Bank
policy is the Bank's cagerness to use the image and authority
of UNESCO (the main UN body concerned with problems
of educational, scientific and cultural development) in
order to consolidate its own influence in the developing
countries. It is in this light that the agreement providing
for co-operation between the World Bank and UNESCO
should be considered, an agreement concluded under pres-
sure fram the Western countries in June 1964, The existence
of this agreement enabled the World Bank in conjunction
with UNESCO to “examine educational projects” in 17 devel-
oping countries during the year 1964/65.% During 1967/68
the World Bank and IDA participated in the financing and

1 Address of George D. Woods, Presidont of the World Bank, IFC,

{QD&};. lpo ti.lao Board of Gavernors, Washington, D.C., September 30,
:'World Bank, IDA. Annaal Report 1968, pp. 13-14.

World Dan{c. IDA. Annual Report 1970, p. 10; and 1971, pp- 8,

18,
4 World Bank. IDA. Annual Report 1964-1565, p. 7
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exceution of another 63 ‘ cxamination missions” in the devel
oping countries, 22 missions 1n conjunction with UNESCO
and 8 missions 1 conmjunction with FAO In fiscal 1970
19 1nvestigation mussions” were sent to developing coul
tnies to 1dentify or prepare educational projects, 11 of them
i conjunction with UNESCO and eight 1n conjunction
with FAO * The World Bank and IDA participate i financ
ing a number of projects 1n conjunction with the UNDP,
UNICLF and other speciahsed UN agencies ?

It thus emerges that the dircctors of the World Bank
are attempting to ‘dissolve” their activities i the pro
grammes of other international organisations, which appear
more attractive” and acceptable to the developing countries

9 REGIONAL DEVELOPMENT BANKS

So as to Lt thewr dependence on the World Banh
the developing countries have started to set up thewr 0%2
regional development banks The Latin American countries
1 an effort to cut down their dependence on the Worl
Bank, and st1ll more on the IMF, and to gain some advantag®
from their participation in the OAS decided to set up Suc
a bank within the OAS framework The US financial cireles
went out of its way to seize a dominating position 11 this
banlk as well On October 9, 1958 the Inter-American Econom-
1¢ and Social Council set up a Specialised Commtiee for
Negotiating and Drafting the Instrument of Orgamsatiot
of an Inter Amenican Financial Institution The Comonttee
completed 1ts work on Apnl 8, 1959 after reviewing s
working document entitled The Financing of Economi®
Development 1n Latin America”, drafted by the OAS Sec-
retariat At 1ts final meeting on Apnl 8 the Commitie?
approved the draft for an Agreement Establishing the
Inter American Development Bank (IDB)® and set uP
a Preparatory Committee called upon to establish the rules

L \World Bank IDA Annual Report 1970, p 16 "

2 1bid, pp 1415 How the World Bank and UNESCO Worl
Together in Education, UNESCO, Pans, 1970

3 For the text of the A see C. lo C: ivo del Banco
Interamericano de Desarrollo Union Panamericana, Washingtot
DC, 1959, pp 13 51
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of procedure for the Bank's activities and make prepara-
tions for the first meeting of the Board of Governors. The
Agreement was opened for signature by OAS member coun-
tries on April 8, 1959. Close analysis of this Agreement
reveals that its basic points are identical with the World
Bank’s Articles of Agreement. The first article in the Agree-
ment? sets the IDB the task of promoting private invest-
ment, including that from overseas, in the Latin American
countries. The IDB's declared assets, including the Fund
for Special Operations (FSO) which consists of 150 mullion
dollars, were set at 1,000 million of which 850 million was
to be the initial declared capital. This sum was divided
into 85 thousand shares each with a nominal value of ten
thousand dollars. Of this total 400 million dollars was
to be paid 1n by the IDB member countries starting on
September 30, 1960 {in three instalments), while the remain-
ing 450 million could be demanded by the IDB when tts
financial obligations called for such a step. Each member
of the IDB has 135 votes plus one vote for every share.
The Umted States which took out 35,000 shares {over 40 per
cent of the total) has naturally gained a leading position
in the IDB. Of the other members only Argentina and Bra-
zil possess a quota slightly over 10,000 shares As for the
FSO, two-thirds of this was provided by the United States.?
Later the subscription fund of the IDB was increased and
at the present time it amounts to 2,280 million dollars.
The FSO was also expanded and at the end of 1909 it
was 2,300 million dollars, the US contribution accounting
for 1,800 million, and those of the other IDB members
for 528 million dollars. Since 1961 the Social Progress
Trust Fund (525 million dollars), set up under the
auspices of the Alliance for Progress, was placed under
IDD supervision. By 1965 tlus fund had been virtually

exhausted and since them it has been supplemented with
loans from the FSO.3

TConvento Constitutico del Banco Interamericano de Desarrolio.
Unlon Panamericana, pp. 19-20.

: 400 million dollars of the total 150 million {ibid., p 50)

ﬂ‘(f‘*:e merican Development Bank. Ten Years of Work tn Latin

.Il)mtr(cu. Washington, 1910, pp. 58. The IDB's First Decade and
A;o;{e;g%: ﬁ; ?1'.5?‘“"' ftound Table, Punta del Este, Uruguay,
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The structure of the IDB 1s stmilar to that of the World
Bank Its supreme body 1s the Board of Governors (on which
each member country 1s represented) which meets once
a year, however, the real power 1s 1n the hands of the Board
of Directors who are elected or appointed for three years
the President (elected by the Board of Governors for a termt
of five years) and his two deputies appointed by the Board
of Directors 1n response to recommendations from the Prest-
dent of the IDB The dircctors of the IDB (those appomted
and clected) cast the votes of the countrics that appommte
them, and the countries that voted for them in cases whe?
directors wero elected by the Board of Governors® Until
September 1970 the President of the IDB was the Chilean
economist, Felipe Herrera, who was then replaced by Apto
210 Ortiz Mena, former Mexican Mimster of Finance The
IDB headquarters 1s 1n Washington

The IDB started operating i 4961 The 1970 lending
operations brought the Bank’s cumulative loan total as of
December 31, 1970, to 622 amounting to 4,069 million
dollars 205 of these loans totalhng 1,486 million were made
from the IDB’s main fund, 279 loans totalling 2,022 mil-
Lion dollars from the FSO, 22 loans amounting to 66 wil-
hon dollars from the contributions made by Argentiid,
Canada, Sweden, Britain and the Vatican, and finally
loans totalling 495 mitllion dollars from the Social Progress
Trust Fund 3

Table 10 1llustrates the sumtlarity between the external
credit policy and practico of the IDB and thoso of the Worl
Bank "Like the World Bank once again, the IDB never
provides all the necessary funds for any project but wstead
mobilises private capital for this purpose, in particular in
the Umted States and other leadimg capitalist countries
The IDB also encourages other banks (from the Umite
States, the I'RG, Span, Japan and other countrics) to joit
tn the projects it finances, aceepting loans from them at 2
high rate of interest (8 per cent and over) The IDB'

! Six dircctors are elected whilo ouo 13 appointed by the country
posseanng the largest holdinz, Ie, the US representative A

3 IDB. Eleventh Annual Report 1970, pp 1 5, Appendis to Elevent
Annual Report 1970, pp 1 6.
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Table 10
IDB Loans and Credits by Purposel
{m1l dollars)

1970 | 1961 70 | DF SRt
Agniculture 236 1 067 26
‘Transportation and telecommunications 162 685 17
Industry 1ncluding mining 47 621 15
Power 103 577 14
Water supply and sewerage 29 486 12
Urban development and housing 29 351 9
Education 14 150 4
Preinvestment surveys 12 79 2
Export credits 12 53 1
Total 814 4 069 100

total commitments as regards loans from outside banks
amounted to 915 mullion dollars on December 31 1970 2
The Latin American countries have not achieved those
goals which they sel themselves when establishing the 1DB
its creatton has not dimimshed therr dependence on the
World Banh, the IMT or the US monopolies What 1s more
ths IDB provides the United States with yet another lever
for 1ntensifying 1ts financial fettering and exploitation of
Tatin America The USA continues to conschdate 1ts dom:
nating position in the IDB 1t was precisely to this end that
1t ncreased 1ts share 1 the FSO by 500 mllion dollars
m 1965 and hinked the activities of the IDB and OAS still
more closely through the institution of Alhance for Progress
programme (using the Social Progress Trust Fund and other
methods <nd manocuvres) In February 4967 President

Y IDB Eleventh Annusl Report 1970 p 7
2ibhd pp 1921
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Tohnson turned to Congress with a request for a further
900 million dollar ncrease 1n the US contributton to the
IDB fund, which Congress approved 1n principle, while
cutting down the actual figure somewhat

In recent years the IDB has stepped up 1ts activilies
connected with floating loans on the financial markets 0
tho United States, Britain, the FRG, Italy, the Netherlands
Spamn and France, mobihsing first and foremost privaté
capital for mnvestment 1n Latin America In order to tighten
their control over the IDB the US monopolies and banks
make use of therr World Bank which Tecerves reguldr
detailed 1nformation on IDB activities and analyses on 2
Joint basts wath the latter all development programmes for
the Latin American states, which the IDB helps 10
finance In addition the World Bank, i conjunction wit
the IDB and the Inter American Commuttee on the Alliance
for Progress, works out methods for co operation 11
evolving ‘development strategies” for the countries O
Latin America !

As a result IDB policy duffers Little from World Bank
policy It 1s aimed above all at protecting the interests
of the US monopolies on the Latin American continent {OF
example, when Peru recently nationalised the International
Petroleum Company active in that country, the IDB 1mme
diately refused Peru a loan for bulding a main road between
Jaen and San Ignacio

The African Development Bank (AFDB) set up 1o Sep-
tember 1964 (on the basis of a treaty signed in Khartoum
on April 4, 1963 at a conference of African ministers)
constitutes a stronger protest against the domination
of the orld Bank by the leading capitalist countries
It provided a forceful domonstration of Afrcan
solidanty, an attempt to stand up to neocolonialism Its
members are only African countries The imtial declared
capital of thus bank was 250 milhion dollars 2 By the en
of 1965 the Bank had 27 members, and their number ha

! World Bank. IDA Annual Report 1970, p. 30,
ZGONU Chronlque mensuelle, Vol 1, No, f, Octobor 1964,
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nisen to 31 by August 1968 * The main tash AFDB sets
1tself 15 to mobilise the financial resources of its members
for economic development in Africa The headquarters of
the Bank set up with African funds and run by Africans?
15 1n Abidjan 1n the Ivory Coast AFDB started to operate
on July 1, 1966 The fourth meeting of the Bank s Board
of Governors was held 1n August 1968 mn Nawrob1 at the
mvitation of the Kenyan Government Kenya was the
first country to receive a loan from the AFDB (in 1967),
a loan of 2,800,000 pounds sterling for the comstruction
of roads hnking Kenya with Tanzama and Uganda In the
tervenyng years the AFDB has provided techmcal aid
for a number of AFDB members to facthitate the preparation
and financing of development plans Among the major
projects which the AFDB has helped finance are the Bu
Namussa dam project 1n Algeria, the trans Sahara road
from El Golea to Amn Salah, a dairy plant in Annaba and
the re equipping of the Air Algerie company

In August 1969 the fifth meeting of the AFDB Board of
Governors was held in Freetown where, along with other
problems, the estabhshment of an African Common AMarket
was diseussed

Having only limited capital the AFDB 1s naturally not
yet able to satisfy all the needs of 1ts member countries
The monopolies and banks of the USA and other Western
countries at first adopted a ‘wart and see’ attitud> with
relation to tho AFDB At any rate the Bank did not recerve
any finapcial support from them, nor was it granted access
to the financial markets of those countries Ruling circles
m the United States 1n theiwr search for a ‘regional basis'
for granting aid to Africa, hoping with a single scheme or
orgamsation to involve a whole group of countrics, atach
particular rmpartance to opportuntties for making use of the
AFDB to this end. In a message to Congress on foreign
aid 1w fiscal 1963 President Johnson stressed the US

1 Algersa Cameroun, Chad, Congo (Brazzaville), Zaire, Dahomey,
Ethiopia, Ghana, Guinea, Ivory Coast, henya, Liberia, Zamha,
Malawi, Mali, Mauritania, Morocco, Niger, Nigerta, Ruanda Sene
gal, Sierra Loone Somalia, Sudan, Tanzamia Toge, Tumsta, Uganda,
Lgypt, Upper Valta, Central African Republic

¥ Tho KIDL s President 13 Mamoun Beheiry from the Sudan
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Intention to set aside a specific sum for granting a loan
to the AFDB naturally on conditions advantageous 10
the Umied States The World Bank for its part started
stepping up 1is activities m this direction 1 1968 The
President of the World Bank, Robert McNamara pad
a visit to the countries of West Africa an February 1989
during which he referred to the Bank s intentton to triplé
in the next five years its loans to the African countries
Accordingly 1n fiscal 1969 the World Bank granted Joans
to 29 African countries totalling 345 000 000 dollars' and
m fiscal 1971 World Bank loans and IDA credits to the
African countries totalled 468 700 000 dollars It 13 pos
sible that one of the reasons for the World Bank s intct
sification of 1ts activity 1n Africa 1s to create more dilff
culties for AFDB whach naturally 1s 1n no position to com
pete with the World Bank and 1s compelled to engage 1P
“co operation with the latter Unmustakable signs of such
€o operation are already wisible in fiscal 1970 and 1971
the World Bank 1n conjunction with the AFDB ECA and
the UN Development Programme set up a co ordination
commttee for preinvestment surveys in Africa and offic1als
of the World Bank were becoming frequent guests of the
AFDB In FY 1971 two officers of the AFDB took a_course
at the World Bank headquarters while a World Bank
representative spent that samo year working 1n the capacity
of an adviser to the President of the AFDB 8 The World
Bank s permanent missions 1 Abidjan and Nairobr an
the Curopean Development Fund (established by the ELC)
have also established close contacts with the AlDB
Going out of 11s way to participate 1n the AsianDevelop
ment Banh (ADB) and rule the roost n 1t the US rulng
circles in league with Japan started conducting negotiat100s
with many Asian countries long before 1t was officrally
discussed by the CCAFE Brtan and the FRG later als
started taking part in tlis diplomatic offensive They
even succeeded 1n  having a Preparatory Commil

P CI 140 000 0001n Iscal 1968 (Address to the Board of Governors
by Robert S McNamara p 4)

* World Bank ID{\ Annual Report 1971 p 8

3 thid, pp 333
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teel set up and staffed with their sympathisers who provided
ample support for US and Japan interests As a result on
December 4, 1965 the ADB Charter was signed 1n Mantla
The Bank’s declared capital was then 1,000 million dollars,
and it ongmally started hife with 28 members Contribu
tions te the imtial subseription were as follows Afghan
1stan 3,360,000 dollars, Australia 85 000 000, Cambodia
3,000,000, Ceylon 8,520,000, India 93,000,000, Iran
60,000,000, Japan 200,000,000, the Seoul regime 30,000,000,
Laos 420,000, Malaysia 20,000,000, Nepal 2 160,000, New
Zealand 22,560,000, Pakistan 32,000,000, the Philippines
35,000,000, the Saigon regime 7,000000, Singapore
4,000,000, Tharland 2,000,000, Western Samoa (New
Zealand) 60,000, the Chiang Kar shek clique 16,000,000 dol-
lars The non Asian member countries made the following
contributions to the imtral subscription Belgium 5,000,000,
Canada 25, 000,000, Denmark 5,000,000, the FRG 30,000,000,
Italy 10,000,000, the Netherlands 11,000,000, Brnitain
400,000,000, and the United States 200,000,000 dollars
The United States and Japan had thus succeeded in secur-
g almost 40 per cent of the votes in the ADB If to their
vates are added the subscmiptions of Australia, Britan,
New Zealand, Belgium, Canada, Denmark, the FRG, Italy
and the Netherlands then the developed capitalist countries
are seen to possess almost 60 per cent of all ADB votes
It 1s therefore obvious that the developing countries of this
region are not able to play a decisive role in ADB To
make 1t lock like a speciahised regionad UN agency, offi
cially the ADB was set up under the auspices of the CCAFL,
and the UN Secretary-General was the trustes of the ADB
funds t1ll the end of 1ts orgamsational period This meant
that American diplomacy had succeeded 1n having the
United States had been ‘invited” to become a member
of the ADB and ensuring 1t, together with Japan, had gained
a dominating position in the Bank It 1s not surpnmsing
that President Johnson hurried to ratify the ADB Charter
in the Scnate, referring to 1ts 1nauguration as the

! Australia, Ceylon the FRG India Iran, Japam, Malaysia,
Nepal, Pahistan the Philippines, Thailand, the Umited States,
the Seoul and Sargon regimes
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1t was noted that i 1967 the Bank had received revenues
amounting to 4,500,000 dollars and of this sum close on
2 (00,000 dollars was net profit, obtaned from the sale
of securities on Western markets 1 This meant that the
ADB s first operations were transacted not with develop
g countries, which had been hoping for financral support
from this bank, but with the banks of the leading 1mperial
15t powers

These events show that the countries of Asia will most
probably not find themselves much longer in the gnp of
the Western “constructive” policy for Asia, which has
already fallen into such disrepute in that continent owing
to the fiasco 1n Indochina Critical voices were to be heard
during the original negotiations for setting up the ADB
when it becaume clear that the Bank had nothing Asian”
about 1t In July 1966 a number of deputies to the Iranmian
Senate brought up this question and the newspaper Peyghame
Emrouz commented 1n December 1966 that New York banks
and therr minions will dominate 1n this bank and therefore
1t 15 1n the interests of the Asian countries to reject this
scheme” ®* US monopolies meanwhile were hatching plans for
using the ADB as one of their channels for 1mplementing
‘Asia’s Marshall Plan”, above all so as to provide scope for
the sale of agricultural ‘surpluses” to the Bank’s member
countrtes 3 The Japanese monopolies, who had been plan-
nmg to use the ADB for setting up under 1t a 300 mithon-
dollar special fund for agricultural development 1n Southeast
Asia,* also had lugh hopes of the ADB’s potential The
Japaneso had envisaged this as a fund to be spent only 1n
the nterests of the countries of Sontheast Asia, who had
attended the Tokyo conference of December 6 8, 1966 °

Those however were plans for the future Meanwlule the
Western powers and Japan impeded the creation of an ADB
special fund for long term loans, which the Asian members
were demanding 1 the hope of thereby securing for

I See ADB Annual Report for 1967

1 Peyghame Emrouz, December 19, 1966

3 Sce Aew York Herald Tribune March 22 1966

¢ Malnicht Dally News, Decomber 8 1966

& This meant that India and Coylon, for example, would bo unable
to take advantage of this fund
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themselves preferential loans and credits in view of the
fact that the rato of interest on loans from the regular
ADB fund was very high—6%; per cent The ADB granted
1ts first loan to Thailand 1n January 1968 which amounted
to five million dollars! Between January 1968 and Apnl
1969 the ADB granted 17 loans 1t an annual rate of mtercﬁs
of 67/5 per cent® to Ceylon, Indonesta, the Philippines an
several other members of ADB, after preparing a number
of surveys on the condition of agriculture and the tranSP"‘i;'
services in these countries The loans granted by the AD
to the developing countrics of Asia between the Banlbg
mauguration and April 20, 1970 come to a total of 1
mitlion dollars

The directors of the ADB, despite recommendations
of the CCAF'L, concentrate their attention not on tho 1ndus
trialisation of the Asian member countries but on ihe
expansion of their agriculture What 1s more the directors
of the Bank object to concluding any form of agreemer
thit would regulate relations between the ADB and the
LCAFL,® which1s pressing for stepping up the mdusm'llll
sation of the countries 1n this continent The politicd
Ieanings of the directors of the Bank emerge clearly [ron;
the fict that the Bank made a 25 million loan to the Seot
rugune, an agreement on which was signed on January &
1971, and also from the statement by tho ADD President
Watanabe to the effect that the Bank will continue to pro
vide financinl assistance to ths regime in the future The
ADB 1s morcover coming more and more under the influenc®
of the World Bank, whose representatives pay regular visits
to Manila for “mutual consultations’ and “co ordmaliuﬂ‘
of World Banh and ADB policy towards the Asian countnes

However, executinves of the Asian Devclopment Bank have
buen compelled to take into account the nieds of tho Astal
countries as emerged from the conclusion drawn at the
Apnl 1972 micting of the Banh s Board of Governors M
the (nd of the mecting the Bank s President, Mr. Takeshi
Watanabe, 1anounced that tho Bourd of Governors was in

Vseo ADB Anaual Heport for 1467

*vce Ceylon Daily Nees, \pnl 18 1960

3 sce AU Vanaal Heport fur 16T

* Werld Bank ID U Annual Heport 1971, p 33.
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favour of providing preferential credits and that Japan was
ready to contribute close on 2,600 mullion yen to the Bank's
special fund to satisfy these needs. Watanabe also made
1t clear that the Bank was ready to provide the Republic
of Bangladesh with the financial help 1t so urgently required
and admit her to membership of the Bank, given her eager-
ness so to do.

The facts outlined above make it clear that the monopo-
lies and the governments of the leading capitalist countries
are taking all possible steps to turn regional development
banks into instruments of their own policy in these
continents—the policy of neocolonialism.

10. THE WORLD BANK “REVICWS” 1TS POLICY

Nevertheless the World Bank leaders have been obliged
increasingly frequently to start reviewing therr strategy
and tactics. Back in 1963 George Woods declared in an
assessment of the World Bank's role in granting financial
assistance to the developing couniries: “Weo must frankly
recognize that the Bank’s efforts are only a small part of the
picture.”® In other words the former President of the World
Bank acknowledged that the effect of World Bank financial
“aid" to the devcloping countrics is negligible. According
to the Pearson Commission, “measured against the total
incomo of the developing countries, aid resources have been
a small fraction, amounting to only about 2 per cent".*
World Bank activity demonstrates that its directors are
merely concerned with creating “favourable conditions”
for the investment of monopoly capital thus securing for
the monopolies stable high profits. The concessions, or
rather mini-concessions which the World Bank has been
obliged to make of late, including those with regard to the
terms for its loans and credits, have not as yet introduced
any conspicuous changes in the Bank's fundamental policy.
This policy is meanwlule giving rise to ever sironger protest
from the developing countries who are demanding better
terms for loans and credits. With every justification they
are demanding better terms of trade which provides them
with their only means of accumulating foreign exchange and

! Address of George D. Woods .., p. 12,
 Partners in Development, p. 48.
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capital. Confirmation of this is to be found in numerous
statements made by the representatives of these countnes
at the meeting of the World Bank Board of Governors 10
Rio de Janeiro 1n 1967.} The finance ministers from the
developing countries demanded improvements in the terms
for trade and loans granted by the World Bank, stressing
that the financial assistance their countries receive from the
World Bank exerts Litle appreciable influenco on_ ther
cconomic development but instead increases the burden o
their external debts. Excerpts from addresses by represet-
tatives of two developing countrics provide convincing
illustrations of this: with reference to deteriorating ,"‘"de
terms the Malaysian representative, Tan Siew Sin, Pomted
out the following: “Since 1960, the foreign exchange loss
ncurred by Malaysia as a result of falling commodity prices
has been of the order of US §1,807 million which represents
more than 57 per cent of our estimated gross national prod-
uct for 1967, or nearly 1/, times the country’s gross esti-
mated export receipts for 1967, or 6% times the amount
of official net loans and grants recerved during the period
1961-1966, or more than 3Y/, times the inflow of both pnivate
and official long-term capital during this same period..:
One can come to the valid conclusion from the figures
which I have given that if Malaysia had been given fa,’:‘z'
terms of trade, we would not need any aid from anybody.
The Nigerian representative dwelt on another problem,
namely, the growing external debts of the developing couB-
tries. After pointing out that they increased almost four times
over during the ten years 1956-66 and that their repayments
on loans and credits rose during the same period from
800 mullion to 4,000 million dollars, Abdul Aziz Atta, the
Nigerian representative, emphasised that these countrcs
spent a considerable part of their national budget precisely
on debt service. In conclusion Atta insisted that the term$
for credits and loans be reviewed both by the World Bank
and the aid-giving countries.?

' IBRD. IFC. IDA. 1967, Annual Meetings of the Hoards o
Governors. Summary Proceedings, pp. 10, 12-16, 24 25, 30, 37, 42
43, 47-48.

*bud., p. 42,

3 Ihid., pp. 47-48.
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Table I
Trade Balance and Changes in Reserves of
Developing Countries, 1960 671
(thousand millon dollars) S

1960 | 1961 | 1962 | 1963 | 1964 | 1965 | 1966 1967

Exports 8
(fob) 290 293( 310] 33 8| a7 1] 393] 424 B
Imports 3
€ 1f) 329) 34 4| 355| 372 410 442 4834

Trade Balance | —3 9| —5 1| —4 5| —3 4| —3 9] —4 9] —5 9 —~60
Gold Foreign
Exchange
and Reserve
Positions m 3
tho IMF 04]—04] 01| 11| o5{ tz2f 06 ©

1ron ore, coffee, tin, jute, wool, etc also fell considerably
One of the supplements to thus report even ncluded figures
on the losses incurred by the developing countries each
year 1n the foreign trade sphere

What do these figures point to? First and foremost t0 the
fact that the developing countries are exporting more an
more, yet, as a result of the policies pursued by tho monDPl
olies who heep bringing down prices on therr traditiond
export commodities, their export earmngs arc proving
msufficient to cover their essential imports The situation
1s nggravated by the constant rise 1n prices for manufacture
goods exported by the monopolics of the mamn capstabst
stales As a result the trade balances of the developing
countrits we always negative and in 1967 their aggregat®
trade deficit was 6,000 million dollars Being virtually
devoid of foreign currency or gold reserves, the deycloping
countries heep on turning to the World Bank or the capital-
1st countrics for loans Lven the directors of the World
Bank were compelled to achnowledge, albat indirectly,
the cxistenco of this systematic plunder of the developing
countris by the leading capitalist powers in the sphere ©f
foragn trade In s annual report at a meeting 1n 1907

! World Bank IDA Annual lieport 1968, \noex, Table 5
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tho DBank's President, George Woods, frankly admtted
that 1f the prices for commodities exporied by the devel
oping countrics had been still at the 1962 level 1m 1966
their export earmings would have been 1,000 milhon dol
lars greater !

Nor did the situation change 1n the years that followed
as can be seen from the figures for world exports in the
pertod 1960 69 1ssued by the World Bank Lself  (See
Table 12)

The above figures do not show a radical 1mprovement of
foreign trade conditions for the developing countries, 11
any case they do not correspond to the rosy pmturo" whicl
the authors of the 1970 IMF annual report tred to paint
They also pomnt once again to the fact that the developing
countries share 1n world exports (in terms of value) droppe
from 21 to 17 4 per cent over the given period, while the
share of the industrally developed capitalist countried
rose from 66 1 to 71 5 per cent They further indicate that
the main 1tems exported by the developing countries aré
still raw materials and semi-manufactured goods, the shal'?
of which 1n the total exports from those countries was 85 4
per cent 1n 1960 and 76 3 per cent in 1969 Another fact
which serves to underline the discriminatory monaopolisti®
policy pursued by the leading caprtalist powers 1n their
relations with the developing countries 1n the foreigh trade
sphere, 1s the disparity n the export earnings O theso
powers and the developing countries from the sale of rav
materials and sem1 manufactured goods on the world mar-
ket The former secure stable profits for themselves bY
establishing monopoly prices for their goods of this type
although 1t 1s the latter who are the main suppliers of these
commodtties The gap between the export earmngs from the
sale of raw materials and sem1 manufactured goods secure
by the industrially developed countnes and the develop
g countries in the former's favour amounted 11
to 4,300 million dollars, 1n 1962 to 3,800 nullion, 10 1963
to 4,800 mulhion, in 1964 to 5,900 million, 1n 1965 te

1 JBRD IFC ID1 1967 Annual Meetings of the Boards of Gover-

nors Summary Proceedings, p
% Inmternational Monctary Fund Annual Report 1970, PP 6ot
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5,800 million, in 1966 to 7,900 million, in 1967 to 7,000 mil-
lion, in 1968 to 6,500 million and in 1969 to 8,000 mil-
lion dollars. This conclusion is borne out by the figures
in the above table relating to the unit value of export
commodities and also by those reflecting the terms of
trade for the developing countries, which have remained
unfavourable during the whele of the period under consi-
deration.

These are the basic reasons for the perilous state of the
economic and financial affairs in the developing countries
which the World Bank and its branches are in no position
to improve: on the contrary, their loans and credits are
designed rather to aggravate these problems. It is therefore
hardly surprising that World Bank policy with cach passing
year causes more and more disappointment to the developing
countries, which the directors themselves cannot help but
be aware of. It is in this light that we should interpret
subsequent announcements by the Bank's President, Robert
S. McNamara, when he started referring to the necessity
of transforming the World Bank from a “conservative
institution” into “a different kind of credit agency”. After
acknowledging the World Bank’s discount rate to be high
McNamara admitted that it obstrucied the granting of
loans to the poor countries.! Earlier still, during the Second
UNCTAD Conference in Delhi ex-President of the World
Bank George Woods also alluded to the possibility of a grad-
ual reappraisal of the Bank’'s policy. However, it was
later reported in the Indian press that the talks the World
Bank’s President had had in Delhi with the Indian Govern-
ment leaders and officials provided no grounds for the
hope that the credit terms of the Bank would be in any
way reviewed.?

In March 1968 the World Bank issued its regular series
of bonds totalling 150 million dollars® for sale in the finan-
cial markets of the World Bank member countries. On
this occasion the Bank sold part of these bonds in the mar-

» See Washington Daily News, October 19, 19568,

2 See Patriot, November 19, 1968.

3 By Tune 1968 the World Bank had already sold stocks, bonds
Sgi‘ll;;:hcr securities in all countries totalling three thousand million
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kets of the developing countries for the first time (1ssued
for a period of two years at an annual rate of 1nferest o
65 per cent) 2 Two detarls, however, should not be over
looked 1n this connection—the insigmficant total value o
the bonds issued 1n that particular series and the consk
erable number of developing countries, 1n whose financid
markets part of these bonds were sold 2 The mamn 1dea
behind this scheme was to mvolve the developing countrnes
i the activities of the Bank on a wider scale and, most
1mportant of all, demonstrate to them that they too weré
sharing 1 the World Bank's profits and create the 1mpres
ston that they might also “earn” something from the Banh’s
operations

On finding they were no longer 1n a position to merely
turn a bhind eye to the just demands of the developing coun
tries and realising that 1t was imperative to review their
policy, the directors of the World Bank nevertheless wenb
out of therr way to confine themselves to half measures,
atlempting at the same time to lay on the appearances 0
a radical review' of therr pohcy In this connection the
work carried out by the Pearson Commussion, and 1ts contro
versial report on this situation, 1s of particular rmportance
Study of this voluminous document reveals little more that
a partial review of the World Bank’s tactics designed 0
achieve the old aims, rather than any reappraisal of the
principles of 1ts actual policy Although the Pearson Com
mission calls for a more fully integrated working partner
ship  between thoso who assist and those who are assist
ed” and recognises the ‘real interrelationship of ad, trade
and investment”, its conclusions and recommendations aré
bringing hittle influence to bear on the principles of the
World Bank's policy

! In Argentina, Bolivia, Cyprus Dahomey, Lthiopia G hana
Honduras, India, iran, Ivory Coast, Jordan, Kenya, Kuwait, Libya,
the Malagasy Republic, Mauritania, Moxico Nepal, Niger, Pakistan,
Saudr Arabia, Senegal, Singapore, Tanzama, Togo, Upper Volta,
Venezuela, Zambia

2 \ore than half theso bonds were sold 1o the financial markets
of Australia, Austna Belgum, Denmark, Finland Luxemburg,
Norway and the Republic of South Afnica

3 Partners in Development, p 4,
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attached to theseloans The commission called for a reapprass
al of these conditions with a view to thewr alleviation
However, the main point made mn the recommendations
was the need for a subsequent extension of tho World
Bank s activities, including the ntroduction of its control
over the policies and practical activities of all countries
and international organisations granting aid to doveloping
countries and the further improvement in the latter of
the premvestment climate” for monopoly capital
As for the recommendations concerming closer €0 ordl
nation and co operation between the donor countries an
the developing nations, to promote which the World Banh
sponsored international conference was proposed, the 1
creased share of multilateral aid 1n overall aid to the devel
oping countries and the streamhining of various forms ©
regional co operation, these were put forward first and
foremost 1n order to camouflage the World Bank’s fal
1ar policy These recommendations are hitle more that
a disgmse for the Umited States’ desire to establish
complete control over other international and regiond
agencios, 1ncluding regional development banhs, and 3
the same time reduce to a mimmum the wfluence excried
on them by regiomal economic commussions and other
UN bodies This 1s why 1t does not come as a Surpis®
to learn that tho dircctors of tho World Bank) accept
ed unconditionally almost all the conclusions and [recont
mendations put forward by the Pearson Commussion
was reterated later 1n the Bank's anoual report for fiscal
4970! and then agamn 1n the address made by the Bank$
President, Robert McNamar, at the opeming of the meeting
of the Board of Governors held 1n Copenhagen on Septem-
ber 21, 1970, on which oceasion he devoted a considerabl
part of lus report to the recommendations of the Pearson
Commssion 2
Ve may thus conclude that the World Bank continues ¢
champion the interests of monopoly finance capital, helping
to unplant and consolidate capitahsm in the dovecloping

! World Bank ID\ Annual Heport 197 {p 31 32 “
? Robert § MeNaumara Presideat, World Bank Group \ddrc7
10 the Board of Governors, Coj enhiagen, September o, 1970, pp + 4
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countries, obtain advantageous conditions for investment
of their capital that guarantee them high profits. Tan-
gible results of financial aid granted to the developing
countries by the World Bank are few and far between,
particularly in view of the onerous strings attached to this
aid and the detrimental effects it has on the economic,
financial and political interests of these countries. It is
more to the point to note that the World Bank itself “does
well” out of this “aid” and has degenerated into a large-
scale international enterprise of the financial oligarchy of
the imperialist powers. The concessions which those run-
ning the World Bank have been obliged to make Irom time
to time, their “reforms” and “reappraisals”, including those
proposed by the Pearson Commission, neither change the
World Bank's overall policy nor its real aims.



CHAPTER IV

THL IMF AS SAFLGUARD OF THE IMPCRIALIST
MONETARY SYSTEM AND CHAMPION
OF THE MONOPOLIES’
INTERESTS IN THE DEVLLOPING COUNTRIES

The International Monetary Fund (IMF) was also nsti-
tuted at the Bretton Woods Conference during which the
Tund Agreement! was drawn up As with regard to tho cra-
tion of the World Banh, so with regard to tiis orgamsation
long negotiations between the United States and Britan
were held prior to the Bretton Woods Conference These
talks had led up to the drafung of a “Jomnt Statement by
Expurts on the Lstablishment of the International Monetary
Fund of the United and Associated Nations” on April 21
1944, which was the main worhing document at tho Bretton
Woods Confirenco for discussion of this particular subject

[uadeseription of one ofimperiahsm's distinctive features
Lenin drew attention to the fact that “umperialism 13 an
tmmense accumulation of money capital 1n a few countries
After and as a direct result of World War II the United
States monopalies, having profited from tlus war, had come
t0 posscss enormous capital, including money capital, which
enabled 1t to dictate how this hnancial nstitution shoul
function Tho Jownt Statument, and later the Fund Agre
emant, sceured o dominant position for the United States,
putting the dollar on a pie with gold, mahing 1t the crite-
rion and basis of intcrnational monetary trans wtions for
Al other currncns 1o the capitalist  world,

Fhe Bratssh pound was thus relegated to the second plice
The LS monopolies and banhs ntendad that the founding
of thu IMF should cansolidate its dominstion and "prumote
vxchanyo stability ™4 The Fund wis also to make sure that

Y This came Uy offt 0 Decetaber 27, 1945

: Beet an Gbeads Prooeelings, Vel I, 14 BBy

b Leata, Colleted Worka, Vi) 22 p 277,
$ cativn 4(a) of \rtule IV io tle burd \Jteement.
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without its permission no change took place in the gold
content or parity of other currencies in relation to the
dollar, as was also stipulated in the Agrecment.

Officially the IMF is a specialised UN body and relations
between the two should be in keeping with the Agreement
that was signed in 1948.! According to Article II of that
Agreement UN representatives have the right to participate
(without voting rights) in the work of the Fund's Board
of Executive Directors, while IMF representatives are
entitled on the same basis to participate in the work of the
UN General Assembly and Economic and Social Councal.
Any 1nterference in IMF activities or policy on the part
of the United Nations 1s prohibited; 1t is an autonomous
fund and its status is defined in the Agreement. This means
that the Umted States, having achieved conditions favour-
able to 1ts own particular interests in other countries by
means of the Fund Agrecment, attempted to make sure
that the IMF was completely independent of the United
Nations, The Agreement between the UN and the IMF did
not place the Fund under any obligations and was useful
to the Fund's imtiators only 1nsofar as it lent their activi-
ties the useful sereen of the UN image and authority.

In accordance with Article XII (Section 2lal) of the
Fund Agreement the IMF’s supreme body 1s its Board of
Governars. All real power, however, is concentrated in the
hands of the Board of Ezecutwe Directors. In accordance
With Article XII (Section 3[e) of the Fund Agreement the
Board of Executive Directors onginally had twelve mem-
bers, Later (after October 1969) the number was increased
to 19: five members who represent the countries with the
largest quota (the United States, Britain, France, the FRG
and India) were appointed by their governments. By April 30,
1971 the number had risen to twenty, six of whom were
appointed by their respective government (those from the

SA, Britam, the FRG, France, India and Japan) and
fourteen elected.? Each of the executive directors appointed
_

194‘ This was ratified by tho Board of Governors on September 17,
It 8, and by the UN General Assembly on November 15, 1948.
came 1nto effect on November 15, 1948 For the text see UN Treaty
Sertes, Vol. 16, pp. 326-39.
* IMF  Annual Report 1971, pp. 214-16.
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by lus government has 250 votes plus an additonal yoie
for every 100 thousand dollars of lus country’s subscriptiod
to the IMF Each of the executive directors who 1s elected
has 250 votes plus an additional vote for every 100 thousand
dollars of the quota of those countries that elected m
The Tund s practical activities are supervised by 1ts Manag
ing Director appointed by the Board of Executive Direc
tors, who at the same time 1s Chairman of that board Smci
September 1963 this post has been held by Prerre Pav
Schwertzer (former deputy manager of the Banque de
France) The IMF admimstration has a staff of over 500 and
consists of five regional departmenis! and three functiond
departments® plus a number of subsidiary services

In accordance with the Fund Agrecment the IMF s 10
tial declared assets were set at 8,800 mullion dollars and
the quotas for the Fund s leading members were apport1on®
as follows® Britain 1,300 mullion, Belgium 225 million,
the Netherlands 275 million, Canada 300 mullion, the us
2,750 mlhon and France 450 million

In his work Imperialism, the Highest Stage of Capitalism
Lemn stressed how “cxperience shows that 1t 13 sufficzent
to own 40 per cent of the shares of a company 1n order to
direct 1ts affairs” ¢ By securing a 2,750 million quota the
United States acquired 27,750 votes, or in other words
37 9 per cent of the votes of all the IMF s orrginal members,
which virtually represented a controlling interest and thus
the decisive power 1n the Fund As IMF operations exten:
ed and 1ts membership grew, its total subscription 1ncrease
This was mainly due to the increased quotas from the
IMF’s foundation members (by 50 per cent) and also a Spe-
cial increase in the quotas of certain other states® The
first 1ncrease took place 1n 1959, when the IMF Board
of Governors adopted a special resolution! in that connec-

1 In charge of the Fund’s affairs in Africa, Asia Europe, the Addle

Last and the Western Hemisphere s
Departments dealing with currency restrictions legal affaurs

and research and statistics

3 Hans Aulnicht, The International Monetary Fund Legal Bzm]fl
Strueture, Functions Published by the London Institute of Wor
Affaurs 1965, p 79

4V I Lenin, Collected Works, Vol 22, p 228

% Canada, the FRG, Japan and a fow others
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tion This meant that the total resources of the Fund
contributed by the 65 members increased in the period
January 31, 1959 to October 10, 1963 from 9,228 muilion
to 14,621 nulhon, the US quota rose to 4,125 mllion *

In February 4965 at a meeting of the IMF Board of Gover
nors 1n Tokyo the Umted States succeeded 1n pushing
through a further 1ncrease of 1ts quota, and the quotas of

Table 13

Medifications 10 the Quotas for IMF Member Countries
Stipulated in the Board of Govcrnors Resolution
of Tebruary 26, 1965 (\IX Meeting of the IMF)

(mlhons of dollars)

Quota valld
Country unti) New quota | Increase
25 H 6%

FRG 787 985 198
Avstralia 400 500 100
Austria 75 94 19
Belgium 337 422 85
Canada 550 690 140
usa 4,125 5,160 1,035
Spam 150 188 33
Denmarl 130 163 33
France 787 985 125
lialy 500 625 125
Japan 500 625 125
Norway 100 125 25
New Zealand 125 157 32
Netherlands 4125 520 107.5
Portugal 0 75 15
Britain 1,950 2,440 490
Sveden 150 188 38
Totals 10,938 5 13,942 3,003 5

1412
? Hans Aufricht,

3 IMP
129 Annual

op cit, pp 3942

Report 1965, Washington, D C, Apnl 30, 1965,

L IMI Summary Proceedings 1959, pp 160 61 (Resolution No
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the other leading capitalist countries were also 1nereased,
as shown in Table 13 specifying these changes 1n the
quotas of 17 leading capitalist countries

All 1n all these 17 member countries of the IMF succecded
10 1ncreasing therr quotas by a sum exceeding 3,000 mil
Lion dollars, while the total increase n the quotas of 74 deve
loping countries from Africa (excluding South Africa),
Asia (excluding India) and Latin America came t0 Jus
over 1,000 mlhon ! ['his meant that the Board of Gover
nors’ resolution of February 26, 1965 consolidated the
dominating position enjoyed by the main capitalist powess
belonging to the IMF Al that same meeting tho Bord ©
Governors adopted two more resolutions (Nos 206 and
20 7 on March 31, 1965) on ths subject sanctioning a specid!
nse 1n the quotas of 16 member countries totalling 868 mul
Lion dollars, including increases of 215 mllion dollars for
the FRG, 100 million for Japan and 62 nullion for Spun
By the end of 1966 IMF membership had reached 106 while
the total subscription came to 21 thousand mullion dollars
On September 1, 1969 there wero already 112 members
On February 9, 1970 the IMF Board of Governors ratified
a proposal put forward by the Board of Directors calling
for another 1increase in members quotas (Resolutio?
No 253)® thus bringing the total subscription UP
to 28,940 milhon dollars That resolution fixed the m1x!
mum quotas for the leading imperialist powers as follows
the USA 6,700 mullion, Britamn 2,800 mullion, the FRG
1,600 million, France 1,500 mrllion, Japan 1,200 milhon,
Canada 1,100 mlhon, Italy 1,000 mulhion Among the
developing countries the following have large quotas in the
IMF  India 940 nulhion, Argentina 440 mulhon, Braal
l/A/AO :mlllon, Mexico 370 million and Venczuela 330 -
ron

1 CONDITIONS FOR PARTICIPATION IN THE IMFP

Ono of tho conditions for membership of TMF and ono of
i1ts most amport int functions 13 to reach agreement between

Y JUF Annual Report 1905, p 123
2ibd, p 115

3 JMF' nnual Report 1970, pp 181 82
4 tbid, pp 16384
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cach member country and the I'und concerning gold bacl ing
for 1ts currency and the par value of the latter in terms of
gold or other currencies, 1n tlus case US dollars Any change
1n the par value of a member s currency may be made only
after consultation with the Fund (Article IV Section o [c]) !
otherwise the Fund can deprive the country in question
of the nght to receive loans et Tlus particular article in
the Fund Agreement was the pivot for all US ruling circles
plans of consohdating forever the domination of the dollar
and making all other currencies dependent on 1t Indeed 1t
was stipulated i the kund Agreement that one of the pri
mary purposes of the Fund 1s to assist in the establishment
of 1 multilateral system of payments 1n respect of current
International transactions and in the elimination of foreign
exchange restrictions which hamper the growth of world
trade 7 Of course, 1n this case concern over the growth in
world trade involves first and foremost tho interest of the
leading 1mpenialist powers The IMF was to facilitate
therr seizure of markets and secure the lowest possible
prices for raw matertals from other countries and high
monopoly prices on the commodities sold by themselves
Under the Fund Agreement each member country has the
night to draw 25 per cent of 1ts total quota 1 the first twelve
months, 1f a quarter of the quota has been paid m gold
In the five successive twelve month periods 1t can draw
additional sums not exceeding 1n all 1ts original quota by
more than 25 per cent However IVIF members also have
the right and are sometimes obliged to buy back from the
und part of thewr own national currency deposited 1n the
Fund or to buy the currency of another member for any
Purpose 1ncluding capital transfers 3 These stipulations
8gaIn serve to consolidate the dominant position mn the
und of the countries with greater financial and currency
Tesources These countries with large quotas can naturally
it\vaxl themselves of wider opportumties for such opera
11005 Interest on loans and charges are as a rule payable
1 gold (at a rate of 2 to 5 per cent) * This means that even
T Has Autricht op ait pp 4546
;bed p 49 P ot pp ‘

Ihid
o b ]p)psoss 57 61
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tho strictly financial aspects of the Fund l\G““mcmh?:;
onerous for tho majorily of newly independent states ® "
do nol posscss large rescrses of either foreign curre )
or gold.

The main task of the IMF, like that of the ?"""'4 B:‘]:E'
is m tho oycs of its founders to “save” capitalism, lm};clal
and consolidate private cnterprise and bolster the ﬁ‘ﬂﬂ -
domination of monopoly capital in currency and Ofebcen
trade dealings. So far all the IMF's activities have

directed to this end.

2. THE IMF PROMOTES
THE TINANCIAL INTERESTS
OF TIE LEADING CAPITALIST COUNTRIES
47. By June
0,800 mil-
0 ml-
n the

‘The IMF started to operate on March 1, 19
1965 the loans the Fund had granted totalled 1 0
lion dollars and by the end of 1966 they exceeded 12,0
lion dollars.? In 1964 and 1965 the iotal dra}u{lé’sg Nars
Fund reached a record figure of over 4,000 million i)on H
which 1ncluded two loans to Britain of 2,400 mllltal'
The IMF granted the other member countries lgans tonﬂs
hing a mere 517 mllion dollars during fiscal 1965. Dm“ﬁ];n
on the Fund by Britain alone amounted to 4,800 ‘mlmch
dollars in the first cightcen years of its existence,® W oy
accounted for over 44 per cent of all the H\II*j’s curren65
transactions over the same period. By April 30, ¢ of
the IMF’s sterling holdings had reached 125 6 per cel s
the Umited Kingdom's quota, or in other words the exl:icmn
limit of what she was allowed to draw from the Fub l_
keeping with the conditions laid down in the Fund Ag“’”s
ment. To meet the total requested in the two last druwmgl_
by Britain IMF borrowed currencies equivalent to 930 m1

* The Fund and the Bank Remew, Vol. 11, No. 3, Septomber 1963
(Finance and Development), Washington, D C, p_185; World Bann;
IFC. IDA 1966 Annual Meetings of the Boards of Governors. Summd
Proceedings, p. 2. the

* The ‘first of 1000 milhon dollars 1n December 1964, and
sccond of 1,400 million 1n May 1965,

2 IMF “Annual Report 1965, p. 52. .

* The Fund and the Bank Review, Vol. 11, No. 3, p. 185.
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lien dollars from eight member countries  While conduct
ng such a large scale operation to save the British pound
the IMF did not impose any conditions on Britain as 1t
would have done on the developing countries, now as well
2 1n the past The IMF policy with regard to Britain
Provides a graphic example of the Fund s role as an organ
of international umperialism supporting 1ts monetary and
finaneial system which 1s called upon to save and ensure
the stability’ of the currencies of the United States and
that country s closest partners 1n 1mpertalism and neocolo
malism  At'the time sterling was st1ll widely used 1n 1inter
national transactions and provided the medium of 40 per
cent of foreign trade within the capitahst world However
by this time the pound commanded little of the confidence
formerly placed 1n 1t This became particularly conspicuous
1 November 1984 when countries holding sterling reserves
started exchanging sterling for gold or more rehable cur-
Tencies on a mass scale Ruling circles 1n Britain were
unable to pull themselves out of tlus financial crisis without
outside help and they were obliged to draw almost 5 000 mil
Lion dollars from the IMF and accept considerable financial
assistance from the Umted States, the Federal Republic
of Gcrmany, France and other countries Ever since ster
lng has becn helping 1tself along on crutches
lus rescue operation for the pound was clearly no moro
han 3 lemporary measure, since the main causes for the
lapse of confidence 1n this currency had not been removed
Ttain s main headache was the 1mbalance in payments
due maily to her mulitary expenditure overscas,® and
another cause of the 1964 sterling crisis was the disruption
of Britun s trade balance * This assistance from the IMI
and other countries signified that the fate of the pound
would gradually come 1o depend on agencies outside In the
————
I Ibig
* The serous sterling crisis 1 1964 was not the first 1n 1956 to
Tesolvg anotlier Britain had been obhiged to borrow from the IMF and
Olhgr gountries { 300 mullion dollars and another 2 000 million 1n 1961
or the maintenance of overseas bases and forces and the 1mple
fmentation of her impenialist policy

1 * By November 16, Bntain s trade deficit had exceeded 400 mil
1on pounds

Lt m



210 NEOCOLONIALISM METHODS AND MANOEUVRES

Unmited Kingdom subsequent events soon demonstrated
this still more clearly 1n May 1965 the IMF was obliged
to rescue the pound from yet another crists with a further
loan of 1,400 million doilars '

In 1966 67 a number of leading capitalist countries
again granted Britain more short-term loans, this time
totalling 900 million dollars This averted the danger of
devaluation, however the main causes for failing confidence
i the pound were still valid and a further crisis broke out
1n the autumn of 1967 On November 19 the British Gover»
ment announced a devaluation of the pound by 143 per
cent bringing down 1ts official exchange value from 280
to 240 This meant that since 1931 the exchange value
of the British pound had dropped from 5 to 2 40 US dollars
or _more than halved.

Ruling circles 1n Britam hoped as 1n 1931 and 1949 by
devaluing the pound to increase exports and foreign cur-
rency proceeds and thus to remedy a chromic deficit 1n the
balance of payments However, expertence was to show
on this occasion as before that this measure provides D0
reliable solution for a balance of payments crisis One ©
the direct results of devaluation in 1349, for mstance, Was
the growth of Britain's debts to foreign banks to the sumt
of G35 million pounds Moreover, the temporary advantages
which Britain hoped to gain from 1ncreased exports weré
to a large extent cancelled out by subsequent devaluation
carried through by her traditional trading partners Austra-
ha, Denmark, Norway, India, Ireland, Israel and a number
of other countries In 1967 the following countries deval
ued thar currencies Ireland by 14 3 per cent, Denmark bY
7 9 per cent, Israel by 16 66 per cent, Hongkong by 11 per
cent, Guyana by 14 3 per cent, Malaw: by 14 3 percents
Spain by 16 66 per cent, Coylon by 20 per cent, Sterrd
Leone by 14 3 per cent, Nepal by 33 4 per cent and Jamaica
by 143 per cent For various reasons the DLC countrics,
the Scandinavian countries (apart from Denmark) and the
lending Commonwcalth countries refraned from tahing the
same step, which gave Britain something of a breatiing

! Tho US\, France, Belgium tho FRG, the Netherlands, Italy.
Canada, Japan, Sweden and Switzerland
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space, although the British press was unanimous 1n its
assertions to the effect that this did not necessarily mean
that prospects for the future were rosy. The Sun, which
usually supports government policy, pointed out that
“if devaluation is to be anything than another brief halt
of Britain's slide towards ruin, it must be faced as a mo-
ment of truth”.! Similar views were also expressed in the
Conservative Daily Mail and Daily Express, which demanded
the resignation of the Wilson Government. The Morning
Star also referred to the loss of confidence in the govern-
ment at that period, condemning its decision to devalue the
pound insofar as that step favoured merely international
bankers while it inflicted tremendous losses on various
branches of the country’s economy.? In Britain it was the
capitalist who benefited from devaluation while it hit hard
at the pockets of the working classes. Prices for groceries
and various commodities went up by 5-10 per cent as early
as the first half of 1968 while the profits of many firms and
rompanies® rose by 20-50 per cent over the same period.
Meanwhile the number of unemployed went up to 600,000.

»-Was to be expected the measures undertaken by the
Wilson Government after devaluationt proved insufficient
to remedy the enormous deficit in Britain’s balance of
Payments, since Britain imports annually food worth
150 million pounds (devaluation made expenditure on
these imports rise), while the 100-million cut in her military
expenditure yielded few results, since the cost of American
Plates which Britain had ordered prior to devaluation
Went up by about the same sum. The situation was slightly
cased as a result of negotiations between Britain and the
FRG concerning compensation for British expenditure
on the maintenance of the British Army on the Rhine.
In the course of these talks in March 1968 it was agreed that
more than a quarter of this “compensation” should merely
—_—

3 The Sun, November 20, 1967.

2 IThe Morning Star, Noveu_'nber 20, 1967.
and ux;fenal Chemical Industries, Scragg, J. Bibby and Sons Ltd.

A mber of others. .

wage freeze, an increase in food prices, loans from the IMF,

2 100-mil] « an inc d r :
Tehatas, et::?n cut in military expenditure, an abolition of export
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be the cquivalent of a low which Britain would have o

repy 1t some future dite!, the remamder would be ‘l"“‘[
on the purchises of malitiry Cquipment i Bnitamn and ¢
scourities from the British trewury  lhe jichkage deal w22
to totul about 73 nullion WP

It should 110 be notcd sn this connectron that the I |
1reed o grant Britain v now stand by lown of 1,400 ou
Lion dollirs only aftee Bratun hd made pledges 10 b%gf
her budget defiat down from 1,500 mithon pounds 1 { s
to 1 000 mullionin 1968/6J nd achues e a balance of l’“’mene
surplus of 200 nullion pounds sterhng 1n 1968 2 1his Rl
Britun had to mahe thuse pledges in word and wriling an
thus step was to be the last taken by Callahan, as Chal
cellor of tho Luchequer On November 30, 1967 be “5
replaced by the well known Labour pohtician Roy qul‘lrﬂht
Commenting on the govirnments new oblhgations
Guardian wrote that tho British Government had yi€ 5
part of 1is sovereipnty to 1ls creditors 3 while the T‘i’;
Shadow Mimster Lnoch Powell called Callaghan s lette
to the IMI a  humiliating treaty 4 s

All this meant that decisions concernming B"m'{lhe
monotary problems wcre being steadily taken over by "
Group of 10 which on this occasion had helped to ﬁnanu
Britain s drawing on the IMI In order to provide Bm:uI
with this particular Ioan the IMF had been obliged to scr
400 mullion dollars worth of gold, of which krance had pu
chased 80 million the FRG 90 muihion Italy 70 mmlion
Belgium 30 million and the Netherlands 30 million \ ‘“n
ther 475 mullion dollars the IVIF provided from 118 oW
reserves (including a US contribution of 250 xmlhuﬂ)e
furthermore the Group of 10 made a spectal loan to tm
Tund of 525 million dollars (ineluding 155 million fr"m
the FRG 130 mullion from France and 100 mullion fro
Italy) The upshot of all this was that this particular OPere
ation 1 the monetary war dealt yet another blow at t
British pound and this time a decisive one

) The Da 1y Mail March 29 1968

2 The Guardian November 30 1967
3 1bhd

1 Daily Ezpress, Docember 2 1967
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The devaluation of the pound and the financial aid afford
ed Brtamn by the Fund and the Group of 10 did not 1n
the long run solve Britain s monetary and financial prob
lems Imtially Britain s prospects for improving her trade
balance looked more favourable as a result of the higher
prices on her manufactured exports which went up by about
5 per cent and the lower prices Britain had to pay for imports
of food and raw materzals as well as of the substitution of
Bntish made products for a number of manufactured goods
which had been tmported prior to devaluation Various
measures ntroduced by the government such as a reduction
m the overall volume of imports also had a positive effect
on the trade balance ! Yet Britain s deficat 1n her balance
of payments for 1967 according to \Ministry of Trade figures
was still 564 million pounds ?

Wilson s Government as the one before 1t attempted
m 1967 to solve the countrys economic financial and
monetary problems in the interests of the monopohes and
at the expense of the working people without modifying 1ts
domestic or foreign policies in any way mulitary expenditure
femained virtually unchanged including military expen
diture abroad no measures were taken to remedy the
country s economic condition the British monopolies con
tinued to expand their long term foreign investment which
served to drain a good deal of capital out of the country
In an attempt to make British goods more compefitive the
Labour Government started to raise labour productivity

Y means of a wage freeze ( controlled prices policy)
Increased prices for over 4 000 types of consumer goods
and higher taxes (an 1ncrease of 400 million pounds) etc
50 as to cut down national consumption (by approximately
900 million pounds annually) and mamntain a high Jevel of
unemployment thus ensuring the avalability of cheap
Manpower and a high rate of profit By these methods the

Titish ruling class went out of 1ts way to curtail umports
expand the volume of exports and achieve a trade surplus

and a favourable balance of payments to cover overseas
mlitary expenditure and the monopolies export of capital
———

3 See The Guardian May 17, 1968
As opposed to 776 mn{lxon pounds sterling 1n 1964
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_ Yet Britain did not succeed in overcoming the stagoatiod
in a number of branches of her economy or in keeping Pﬁ”
with increasing competition from Tapanese, US, West
German and Italian goods on European and other, markelsl
Her record for 1968 was dismal: the level of industna
production even showed a drop and her actual military
expenditure accounted for close on 2,300 million pounds 25
in 1967,2 while her balance of payments showed a 500-mk-
lion deficit Nor did Britain’s foreign trade figures f;'
that year present a more encouraging picture, for her tra f
deficit was 700 million pounds. The Times commented tha
“the first year after devaluation had been worse than almost
any forecast”.? Some improvement in the country’s econom
and financial position in 1969 was to prove merely tempo-
rary The second half of 1970 was marked by trends all to0
familiar for the British population: rapid inflation, stag
nation in production and rising unemployment. At thg
beginning of December 1970 the number of unemploye
exceeded 600,000, while the cost of living between October
1969 and October 1970 went up by 7.5 per cent The Con-
servatives, who by this time had replaced the Labour Govers-
ment, had promised at one blow to put a stop to nsing
prices, increase production and cut down unemploymem'
but their promises were not to he materialised, Dovelop:
ments in the first quarter of 1971 pointed rather to the
opposite: Rolls Royee and the Vehicle and General Insumncl:’
Company were bankrupt, -while ICI and Shell were bﬂll]
cutting major investment programmes in DBritain; ! :
retail prices index continued to rise and living costs wen
upwards at about nine per cent that year, while the Pnem'
ployment figures had reached 724,000 by the beginning ©
March.® In business circles there was serious talk of fh;:
possibility of another crisis like that of the thirtics whlch
had resulted in general bankruptcy. As early as M““d
1971 Prime Minister Heath had been obliged to h”If
a series of talks with the leaders of the Confederation ©
Brtisk Industry and the British Trades Union Congrest
who were demanding that the government take immediate
! Instead of the 2,271 million pounds allowed for in the budget:

3 The Times, January 15, .
3 The Guardlan, March 3, 1971, p. 10.
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action. That was the price Britain had to pay for a favour-
able balance of payments (681 million pounds),! which she
had achieved in 1970 and which had brought satisfaction
only to banking circles and the City.

It had been achiceved by cutting down on 1mports, 1nereas-
ing invisible revenue reflecting the preference shown by
British investors for overseas investments which brought
them 1n profits of 1,374 million pounds 1n 1970 (represent-
ing an almost 50 per cent increase of the 1967 figure)
Allowing for the 842 million pounds winch Britain had
to send out of the country that year in the form of interest
on profits and dividends, the surplus balance st1l} constitut-
ed 532 mllion pounds which made possible a favourable
balance of payments. Britain’s exports rose by only one per
cent 1 1970.2

The large loans which Britamn drew from the IMF and
the members of the Group of 10 filled the treasury’s reserves
once more, however, this was all borrowed money In this
connection it 1s important to remember Britain’s constant
problem of assets in the sterling area, i e., those financial
obligations which she took on as far back as the Second
World War. This problem became still more acute 1n 1967
after devaluation which undid confidence i the pound
once and for all. Devaluation dealt a serious blow at the
economies of many developing countries, whose export
markets are geared to Britain and who also have sterling
reserves 1n British or other banks. Nigeria, for example,
suffered losses of over seven million pounds. The Arab
countries also suffered considerable losses (totalling about
145 million pounds) since they had had over 500 mullion
Pounds deposited 1n British banks or invested 1n Britain®
India was likewise affected 1m view of the fact that her
annual exports to Britain were worth about 270 nullion
dollars and constituted about 17 per cent of hertotal exports
0l‘&ﬂher hand, India’s sterling debts by the end of

* In 1969 Brstain's favourablo balance of payments showed a surplus
of 437 mullion pounds,
B §eo The Financial Times, February 12, 1971,
400 million Eounds‘ worth of the Arab countries’ government

assels mn Britain belong to Kuwait, and private deposits belonging

;"oﬁ'sb citizens 1n British banks are estimated at around 1,000 million
S,
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November 1967 had reached 245 million pounds accounting
for close on ten per cent of her external debt However
the devaluation of the pound did not reduce India’s total
sterling debt since her financial commutments had come
mto bewng prior to devaluation Singapore's losses camé
to approximately 30 million dollars as a result of the fact
that almost half her currency reserves had been 1n sterhng
Thus, the British ruling classes saw to 1t that the mail
brunt of devaluation was borne by the working peoplo of
their country and the developing states, 1n parhcular for
mer British colonies in tho sterhng area

Although 1n London 1t 1s st1ll mamtained that the crux
of the country s monetary problems wag not sterlng debts
but the state of Britain's balance of payments, countries
with sterhng reserves are bringing more and more pressuré
to bear on Britain In September 1967 Britain's net liabals
ties to the sterling area had reached 2,312 mullion pounds
and her net sterling habilities to the rest of the orld were
924 mllion pounds ! This meant that Britan’s total ster
ling habihties were three tumes 1n excess of her gold and
currency reserves, which on April 1, 1968 totalled 1,134 mil
hon pounds Tlus meant that 1f Britain had had to meet all
her sterling liabihities at once she would have found herself
m a state of utter bankrupley An undercurrent of such
demands 1s already audible This was the case, for example,
at the talks between Britain and the ITongkong Administrd
tion 1n May 1968, during which the British took steps to
make Britain less vulnerable 1f large amounts of money wcré
unexpectedly drawn from sterhng accounts wmn London
Another move by Britain 1n this direction was the decision
to hold a conference of finance mimsters from the sterling
area countries 1n London (September 25 27, 1968) On ths
occasion the finance ministers concerned demanded detaile
information from Jenkins with regard to Britain s financia
position The communiqué 1ssued after this conference also
contained demands from the 34 countries of the sterhng
arca that Britain should consult with them before taking
any decisions regarding the role of the pound as an nterna
tional reserve currency, and DBnitain was forced to agree

Y The Financial Times, January 24, 1968, p 12
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to this and also assure the other countries that she would
provide a complete guarantee for the wmnterests of the sterhing
area countries 1f there should be any further changes in the
role of the pound as a reserve currency ! In an attempt to
re establish confidence 1n the pound and prevent countries
leaving the sterling area, Britain was obliged to turn to the
Group of 10 for assistance once again as early as June
1968 But confidence 1n the pound continued to decline
m May 1968 the pound was only worth 2 dollars 38%/,5 cents
while the price of gold on the free market had risen to
41 dollars 55 cents by May 17, 1968, and 42 dollars 30 cents
an ounce by May 20, 1968 After these negative developments
Britain’s financial and monetary position still went on
deteriorating, and by the middle of June 1968 Britain had
virtually used up ail the money? she had drawn from the
IMF at the end of 1967 The loan had been spent almost
exclusively on returning short term loans to foreign central
banks in orderto ensure that further credit would be available
In the future The point was that Britain had been obhged
to seek another loan from the central banks of the
Basle group" (the Group of 10) amounting to 1000 mil
hon dollars, an order to meet possible withdrawals from
sterling accounts 1n London In June 1968 Britain turned
agamn to this group with a request for new credits worth
600 million dollars, to protect the pound by bulding up
a reserve 1n case deposits should be wathdrawn from sterhng
accounts in London In other words the continmng drop
in confidence 1 her currency obliged Britain to keep om
seeking loans and credits substituting ono lot of debts for
another On May 20, 1968 the reserves of the British treasury
n gold and convertible currency came to 1 115 million
pounds, whereas by January 1, 1969 they only amounted
fo 1,009 mullion pounds, while Britan’s lLiabilities to
foreign banks, with regard to short term loans alone, came
to double that figure * This explains why, at the heginming
———
! In connection with sterling reserves (Britain's debts) a dollar
Proviso™ has been introduced, Imeanwng that Britain 1s now bound

10 compensate any losses that may be incurred as a result of sterling
devaluation

21400 milhon dollars
Nog counting the sterling debts mentioned earhier
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of September 1968, Britain was obliged to seek a new loan
totalling 2,000 million dollars, approval of which was voted
at a conference of directors from the central banks of }he
12 leading capitalist countrics in Basle, At the beginning
of Septerpber 1970 Britain's external debts on long-terd
and medium-term loans came to close on 1,500 million
pounds.t

. The IMF also started to lose confidence in the pound and
in April 1968 the Fund conducted an investigation of the
B‘:‘mh economy sending a 6-man mission to London for
this nurpose. The IMF mission held “consultations” with
the Ministry of Finance concerning Britain’s repayment o
her~ debts to the Fund in 1969-70. The IMF had required
their “right™ to do this by granting Britain a loan of 1,
million dollars in November 1967. According to the termS of
that particular agreement Britain had for the first tune
agreed to submit periodic reports to the IMF concerniid
the measures undertahen to put right the deficit in her
balance of payments and to strengthen the pound. The
IMF directors were clearly dissatisfied with the steps tahen
by the Wilson Government and demanded more cogent
demonstration of Britain's ability to make good this deficit
in the country’s budget and improve her trade balance since
at that time Brtish exports only covered 80 per cent of her
expenses on imports. The neat IMF “investigation mission
was sent to Britain by the Fund in November 1970. The
members of the mission evpressed their uneasiness at the
rapid growth of inflation in the country (approximately
7.5 per cent per annum) and recommended to counter this
by cutting production, increasing unemployment and, hmil-
ing credits. Britain was obliged to accept these recommenda-
tions since her debts to tho Fund at the beginning of Novem-
ber 1970 had reached 2,000 million pounds. These “humilia-
tions™ were however nothing to comparo with those humi-
liations and demands to which the IMF subjects tho develop-
ing countries, for the IMF was going out of its way to save
the dollar and pound at any cost, just as the entire monctary
system of imperialism that was in the midst of one of its
all too common crises.?

1 See The Times, September 3, 1970,
3 The Guardian, May 8 and Jure 24, 1968,
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3. THE IMF AND THE DEVELOPING COUNTRIES

With regard to the IMF’s activities directed towards
“stabilisation” in international monetary transactions and
foreign trade the relations between the IMF and the devel-
OpIng countries are particularly significant.

Figures illustrating the external debts of these countries
and the condition of their balances of payments and theirr
trade balances provide a fairly reliable idea of these rela-
tlons. This and subsequent paragraphs will include figures
relating to the external debt of 97 developing countries
many of which receive loans from the IMF. The total external
debt of these 97 countries by the end of 1965 amounted
to 36,400 mllion dollars,* more than four times the 1956
figure. The external debt of the Latin American countries
at the end of 1965 had reached 11,900 million dollars which
meant an increase of over 6,500 million dollars over the
given decade, while the increase in the external debt of
South Asia and the Middle East for the same period had
exceeded 7,000 million dollars, bringing it up to six times
'Ju} 1956 figure. The external debt of the countries of East
Asia had more than tripled and that of the African countries
more than doubled in the period 1956-65. Annual payments
on the interest and charges involved in the external debts
of the 97 doveloping countries reached 3,500 mullion dol-
lars, of which Latin America accounted for 1,700 million
dollars.2 By June 30, 1966 the total external debt of the

.7 Countries came to 41,100 million dollars: 11,460 ml-
lion were owed by Latin Amenican countries, 9,40 mil-
lion by the countries of South Asia, 1,950 million by the
countries of East Asia and 2,920 million by the countries
of Africa,3 On Tune 30, 1967, the external debt of 92 devel-
opIng countries had already reached 43,627 mmllion dol-

IS, of which 5,244 milhon was owed by the African
fountries, 4,239 million by the countries of Southern
Lurape, 2,519 million by the countries of East Asa,

1565 P+ Annual Report 1965, Tablo 4 World Bank. TFC. 1.
b g{l nuual Meetings of the Boards of Gove Summary P
: Ihid,
Banque Mondiale e IDA. Repport annuel 1566-1967, p. 34
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1,956 million by the countries of the Middle East, 10,827 ml
lion by the countries of South Asia and 13,706 nullion by
the countries of Latin America, and at the end of 1967 the
winterest to be pard on these loans came to 3,890 millon
dollars * In the years that followed the external debt of the
developing countries continued to grow and at the end
of 1967 1t had reached 42,878 mullion dollars (of which
8,058 million was owed by the African countres, 5,480 ml
lon by the countries of East Asia, 3,866 million by the
countries of the Middle East, 10,766 millron by the countries
of South Asia and 14,708 million by the Latin Amencat
countries), while their debt service payments totalled
3,724 mullion dellars (472 mullion from the African coul
tries, 273 million from the countries of Last Asta, 315 m!
lion from the Middle East countries, 514 million from the
countries of South Asia and 2,160 mulhon from the Latin
American countries) At the end of 1968 the external publi¢
debt outstanding for these countries had reached 47,901 mil
hion dollars (8,719 million to be paid by the African coun
tries, 5,950 million by the countries of East Asia, 4,456 mil
lion by the Middle East countries 12,045 mllion by the
countries of South Asia and 16,731 mullion by the Latin
American countries) and their debt service payments had
exceeded 4,000 million dollars (625 million from the African
countrzes, 310 mnllion from the countries of Last A«a,
411 milhon from the Middle Cast countries, 540 nullon
from the countries of South Asia and 2,298 nullien from the
Latin American countries) 2 Nor did the foreign trade record
of the developing countries offer a much more encournging
picture at that period, as was demonstrated 1 detail 1n the
preceding chapter and 18 clear from the following official
figures published by the IMF (Sce Table 1% ) Thewr external
debt continued to grow and amounted Lo 66,698 5 million
dollars by the end of 19703

After the Second World War 1t was the United States
that became the main creditor an the capitalist werld In
recent years, however, the ederal Ropublic of Germany
and Japan have come to occupy signtficant positions m this

T World Bank IDA Annual Report 1968, p 52

3 [\(F Annual Report 1970, p 111
3 1yortd Bans " IDA" Annual Report 1912, pp 8287
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Table 14
Current* Balance of Payments Summary, 1967 691
(millions of dollars)

1967 1988 1969
Africa —800 —500 —
\sia —3 200 —3 200 —2 800
Muddle hast —400 —800 1100
Latin Amertca —1 800 —2 400 -2 300
Total —6200 | —690 | —6200

—_—_—
* Not counting the mflow of foreign private capital

SPheie while Britain's mmportance has dimmmished conspic
usly

As stressed earlier, the IMF, like the World Bank dirccts
2l 1ts energies towards the creation of a favourable pre
!nvestment” climate for the monopolies and banks, con
Stantly drawing private banks and firms 1nto their loan and
credit operations conducted with the developing countries
American banks and firms play a leading part in such
operations as can be scen from the following table

Table 15

Us provided Short {erm Loaws to the Developing Countries
Producing Raw Matenials (1960 64)2

(millions of dollars)

tal I
1960 | 1961 | 1062 | 1903 | 1968 | T350 &F
To \meriea
(alhout Canada) 1,600(1,810[1,959]2,457 | 2,7.6f 10 3.2
@other countrics
Cportingraw materials] 45| 610f 59| 703 929 37N
Total 2,104]2,420]2,584( 2,860 (3,670 34,143
——

g,
p 73
P IME Annual Report 1965, Tablo +
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Thus American banks and firms alone granted 1013115
(these figures cover only the short term ones) total %lzg
over 13,000 million dollars during the persod 1960
A large part of these loans was spent by the developtmsg
countries on financing their imports from the Umited Sta ;o
The policy pursued by the impertahist monopoles, \;1
dictate thewr terms on the capitalist world market ﬂ:
meant that in the course of a decade (1953 63) the VOIU‘B‘S
of trade in raw materials and sem manufactured g""h
rose by 53 per cent, and that in manufactured goods ltl
6 8 per cent, while prices for the former fell by 4 per cen
and those for the latter have risen by 8 per cent

Table I
Price Index for All Primary Products* (1907 = 100)
196, 1964 19680
2 Tal: First
18 :ﬁngo to’lgleg Jﬁ:'nem to bep | quaster
Overall 1ndex 88 | o4 | o8 [102 | 99| ¥
Overall index excludin,
sugar prices € 39 92 95 | 100 | 100 9
Sem1 manufactures 99
(excluding sugar) 86 | 89 93 | 10t { 100
Raw materials "
\gricultural 83 | 87 | 88| o1 | 8 8;
Ores and minerals 99 | 99 | 101 | 106 | 116 ‘z :
Sugar (world price) 58 1148 | 182 | 15, 74

* Excluding o1l

These figures show that the overail index of prices f;’r:'
prunary products (which in 1964 together with pelroleﬂs'
stll accounted for 85 per cent of the developing countric:

! World Bank IFC IDA 1966 Annual Meetings of the Boards
of Goternors Summary Proceedings p 5t

3 IUF Annual Report 1965, Table 27 down

3 The average wndex of prices for all primary products went Y065
by a further 1 2 per cent betwcen December 1964 1nd December
(Development Assistance Eforts and Policies, 1966 Review, p 23)
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total exports)! had not regained the 1957 level (with the
exception of the first half of 1964), while prices on manu
factured goods that constitute the bulk of these countries
imports were rising steadily from year to year Moreover
the 1ndex of prices for agricultural produce and raw mate
mals 1 1964 and the years that followed continued to fall
and was beneath the 1962 level This explains why the devel
oping countries suffer tremendous losses in ther trade
with the advanced capitalist countres

Despite the growth 1 the volume of exports from the
de\elopmg countries 1n 1965 and the curtailing of 1mports
the falling prices for primary products and the continuing
Tise 1 prices for manufactured goods prevented these
countries from adjusting their trade balances In 1965 these
trade balances taken all together showed a deficit of 600 mil
hon dollars Thus 1n order merely to cover this deficit 1n the
1963 65 period the developing countries were obliged either
to sell 2600 mullion dellars worth of gold or draw further
loans, first and foremost from those countries from which
they imported manufactured goods or from the IMI

€aring 1n mind these couniries need to pay off previous
lons and also other external debts 1t becomes clear at
once that the developing countries whose gold reserves are
neghgible were obliged from year to year to keep borrowing
from the United States, the bRG, Japan, the \vorld Bank
and the IMF In the years that follewed there was a defi
Nte rise 1n the prices on the world markets, including
those for a number of commodities exported by the devel
opig countries A sharper mnse was to be observed howev-
%, 10 prices for commodities exported by the industrially
developed countries, which reflected a continuation of the
latter 5 foreign trade policy with regard to the developing
countries An 1llustration of this development 1s provided
10 the following table published by the IMF {Sce Table 17 )

lus trend 1n export prices on the world marhet, essen

tally unfavourable to the developing countries, naturally
akes 1iself felt 1n their foreign trade record In the period
Tom 1965 to 1909, these countrics annual trade deficit
———

¢ L World Bank IFc IDA 1966 Annual Meetings of the Boards of
Sternors Summary Proccedings p 3
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Table 17

Lt Values of hxports 1956 691
[(RIREER I\ LER U] ured 10 terms of Us dollars)
B > —

—————e

Annual
avwrage
Tose | 1901 1906 | 1967 | 1968 1960
60 65
e o
L sl oaentres 9) | 100 | 106 | 106 105 | 109
97 101 107 | 110 141 {415

£oainl St

vt b o5 | 100 {108 |[108 |01 100

W\t b tange 01 | 101 | 100 |04 [102 106
07 | 100 | 101 {101 [102 108

o3 | o8 | 105 [100 | 96 98

AN
O A A e
106 | 101 104 | 103 103 107

SR U
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Table 18

S1ze of Annual Payments on Debfs as 1 Percentage
of the Total Sum Granted to the Developing Countries
mn Loans and Credatst

Souit
Atrica | Enst Asta| 58S Atveride

_ ast
186567 73 52 40 87
1977 (forecast)
Version 4

(1f the total loaned remains

at the former level) 121 134 97 130
Version B —

(f thebimal loaned 1n

¢reases by 8 per cent annu

allyy YO 77 83 60 89

—_—
seen from the following selective data, 1llustrating the cur
rency reserves of a number of developing countries

Table 19

Currency Reserves of Some Developing Countrics
1925 57 nd 196s 672

(as a percentago of the value of their imports)

1955 57 1965 67
(on average) | (on average)
Brazl 392 201
Colombia 228 15 8
Mexico 377 255
Moroceo 39 4 157
Tumsia 43 7 136
Taypt 99 6 195
Ghana 123 1 36 4
Plilippines 19 3 167
India 79 6 2 0
Pakistan 805 193

: ﬁu.:‘-lu:eg % Development p 74

150313
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Even 1f the countries listed 1n this table were to spend all
thewr currency reserves they would still not be mn a posiien
to cover therr minimum import requirements as well as 10
make the regular payments on therr debts The poliy
pursued by the monopolies i the foreign trade sphere, &
pomnted out earlier, gives these countries no chance to
satisfy their currency requirements through export earnings
which 1n the final analysis leads these countries to mahe
themselves the prisoners of foreign finance capital as repré-
sented by private and international banks and other 1mpé
rialist financial 1nstitutions

As indicated earlier 1 this chapter the directors of the
IMF hastened to the rescue of the Bntish pound Quite
a different situation takes shape when monetary criscs nt
the developing countries the IMF has no time for such
niceties on these occastons The IMF mamfests no partict
lar generosity’ to these countries as can be inferred from
the overall scale of 1ts financial operations In 196% for
example the IMF granted loans totallng a mere 180 ml]l
hon dollars to the developing countries taken as a whole
A shghtly larger sum was made available to these countries
1n the form of loans tn the first half of 1965, namely 412 m!
lion dollars,® which of course by no means satisfied thar
requirements ? In subsequent years IMF loans to the devel
oping countries averaged 500 nullion dollars a year As
a rulo the major borrowers wero the Latin American
countries In fiscal 1969 the IMF’s loans to the developiog
countries totalled 527 million dollars or 34 per cent of the
total loans granted by the Fund that year, and in fiscal
1970 the loans totalled 348 milhion dollars, a mere 12 pf
cent of the total loaned by the I'und that year,* while the
othcr 88 per cent went to the developed capitalist countrith

:5”' Fund and the Bank Revlew, Vol 11, Septomber 1903, b 3
b

3

¥ In 1%5 tho [ullowing countries recersed loans from the l\”l
Buruadt § milli s dollars, South hora 9 3 million, Costa Hica 10 my
Lion, 1ndia .00 million, Pakistan 37 5 mullion Branl 125 mnlhv:lu
that 3.ar agrecmnents were also sined providing for amall loans !
Boliia Chile, !euador, Haiti, Honduras, I'eru, the Philippincs:
and Turkey

S IME. Annual Report 1970, p 130,
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tncluding Bratain who drew 1,000 mllion and Crance who
drew 985 mullion dollars ?

Tor the purpose of this analysis 1t 1s, however, more
tmportant to mvestigate the conditions on wlich the IMF
grants loans to the developmg countrics Developments 1n
Branl provide a graphic example of typical IMF policy
in 1959 Braail turned to the IMF for 1ts next loan During
the talks held to negotiate this loan the IMI' mission that
bad been sent to Brazil made tho granting of the loan m
question subject to the introduction of a monetary reform,
the main aim of which was to get rd of multiple currency
rales”, 1n other words to devalue the Brazihian cruzemro
Another condition was the IMF’s demand that the state
ol monopoly be abolished It 1s hardly surprising that
these demands aroused wndignation throughout the country.
Despite Brazil's financtal and economie dependence on the
Umted States the Brazilian Government chose to break off
negoltations with the IMF which had been gowng on for
over a year. Later on, however, the F'und did succeed 1n
aking Brazi] accept a number of onerous loans, such as
that for 125 million dollars in Febiuary 1965 to combat
nflation” 2 In 1963 Brazil was obliged to devalue the cru-
zerro after all, and on January 1, 1966 to devalue once more
I accordance with msistent demands on the part of the
IMF ang s mission that had visited the country 1n Novem
ber 1965 Ag 4 result, wiule one US dollar was worth 300 old
Cruzerros 1n 1961, 1n 1966 1t was worth 2,500, 1n other words

€ Cruzeiro was worth less than an eighth of 1ts 1961 value
after these two devaluations This shows that the loans and
Credits granted Brazil by the IMF and the World Bank 1n
Previous years had inflicted major losses on the country
and, more 1mportant still, they had not freed her from the
necessity of seehing new loans

In Tuly 1966 o meeting of representatives from the leading
capitalist countries was held 1 Paris to discuss the findings
of the World Bank muission sent to investigate Brazils

Maneia] Tequrements and her economic development plans

# expounded by the Brazlian Mimster of Planmng and
————

tId, p g7
* IMF Annual Report 1965, p 88
150
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Lconomic Co ordination, Roberto de Oliverra Campos)
the ymplementation of which would require over 1,000 m
lion dollars The IMT, which had already demanded a fur
ther devaluation of the cruzemo (making one dollar north
3,000 old cruzeiros) in August 1966 as a conditton for sub
sequent financial aid, intervened tn the situation agait
This demand was also supported by a special IMF comt
mission sent 1in November 1966 to nvestigate Braztl s
finaneial position, which proved to be lamentable for by
the end of June 1966 Brazil's external debt had reached
close on 3,000 million dollars ! In 1967 68, under pressuré
from the IMF, the Brazmlian Government was obliged 10
devalue the cruzeiro twice, all 1n all by about 30 per cent
wm relation to the dollar From August 27, 1968 one us
dollar was worth 365 now cruzeiros (1 new cruzeiro =
1,000 cruzeiros) In response to pressure from the M
the Brazihan Government was obliged to devalue 1is cur
rency still further on a number of occastons 1 1969 (2
February, March, May and November) As a result the
value of the cruzeiro dropped by another 36 per cent, a0
on January 13, 1969 one US dollar was already worth
4 26 new cruzeiros At the demand of the IMF the cruzeiro
was again devalued on several occasions during the follow
1ng year and by the middle of May 1970 the rate of exchang®
was 456 new cruzeiros to the dollar and by December
1870 cruzeiros were being sold at 4 95 to the dollar and
bought at 4 92 to the dollar The cruzeiro was devalued
once more at the beginming of February 1971 (by 1 64 pet
cent), agamn at the demand of the IMF, and the rate ©
exchange on March 22, 1971 wos 5 1 new cruzeiros to the
dollar

Demands for devaluation of currencies became a typucat
practice of the IMF and its missions sent to the developing
countries, nd they are often made obligatory conditions
for loans For many yecars after the intcrnational economic
enisis of the thirties the rate of exchange in Uruguay was
under government control, as were also 1mports and cxports
It was the government that determined various rates o
exchange for the dollar and the Uruguayan pese ? In 1960

1 Banque Vlondiale et ID 1 Rapport annuel 1966 1967, p 35

2 For diffurent categories of oxports and 1mports
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Uruguay turned to the IMF for a ncw 1w and the Fund
Immedintely demanded that the Uruguny Government
“stmphify’ 1ts evchange rates or set up a unified realistic
rate’  Uruguay's decision to accept this condition led to
increased prices for her imports, which naturally had
a detrimental effect on her own industry, and led to a virtual
substitution of the black market rate of exchange for the
official one This meant that the greater part of the
tommoditics which had formerly been mmported from the
United States at a rate of 2 2 or 4 11 pesos to the dollar now
had to be unported 1t 10 98 pesos to the dollar Peso prices
5 a result more than doubled and tho cost of hving natu
rally went up, which, as 1a the case of any devaluation,
brought down real w ages and living standards 1n particular
for the working people Those to be hit first of all by deval
Uation were the people who have only therr wages to live
o8 (blue and whte collar workers, ete )}, while the owners
of large scale private property (landowners and capitalists)
suffered no major losses and even were able 1n a number of
‘ases to avail themselves of the situation to advantage !
Yet 1t was the American nonopolies of course who made the
ost of the situation American companies with 1nvestments
n Ul‘“guziy were the first to gain, 1nsofar as the wages they
ad to pay Uruguayan workers now cost them (in dollars)
less than Lalf what they had cost before devaluation Amert
can firmg exporting their commodities to Uruguay also
Mmade capital out of the new situation, for devaluation
served to make Uruguay’s foreign trade stall more depen
agent on the dollar that was now worth more than twice
many pesos as before
Lver sinco devaluation Uruguay has been visited by IMF
and World Bank misstons {nnually She was again singled
out for onslaught by the experts representing the World
Bank, Ipa and the IMF 1n 1966 after the Uruguay Govern
mient at tho end of 1965 hnd found 1tself unable to surmount
tee of its perenmial financial and economic crises and had
0 compelled to turn to Amerrcan banks, the World
a1k and the IMF wath a request for a deferment of its

! Property estimated previously at for instance 100,000 old
P30S wag pgy worth 250000 new pesos
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payments on previous loans and for the granting of a new
one Before the agencies concerned complied with this
request the top personnel demanded the transfer of al
Uruguay s gold reserves to serve as sccurity after which
they promised to defer the payments totalling a mere
15 million dollars, and promised to grant Uruguay 2 new
loan of 50 million dollars IMF and World Bank experts
arnved . Uruguay to inveshgate the country s financid
and economic position The IMI' and World Banh missions
demanded a letter of guarantee from the Uruguay Govern
ment to the effect that 1t would comply with all the cond!
tions put forward This Ietter of guarantee was not the
first of 1ts kind which the Uruguay Government was obliged
to sign The IMF conditions which Uruguay had acceptcd
led to further inflation for the country indeed Uruguy
was to_estabhish 2 lamentable all time record 1n this I¢
spect 2 Dven the bourgeois newspaper Zchos wrote 1n January
1966 that the IMF s policy in the Latin American countnes
brought 1n 1ts wake nothing but poverty hunger anl unem
ployment 1nd that on the pretext of checking up and reorgatt
1sing financial situations the IMF estabhished restrictive
conditions and 1in many cases even encroaches on the -o*
ereignty of these countries 2 In sarcastic tones the paper
refcrs to the IMF ropresentatives as 1 BI agents Indigna
tion on the part of the Uruguayin population reached such
heights that on January 25 1966 ~ demonstration besdd
m the city with people earrymg slogans that rcad
tct out of Uruguny! The people had every eause to l""’“"‘
since during the period 1J61 66 tho IME hiad nsisted thit
Uruguay devalue her currency on a number of further occa
sions «o that in 1966 the rate of cachange was oneé doll 1
to 75 pesos In exchange for the Fund s agriement to prant
Uruguny 2 small *resesve credit (30 miltion dollars) Uruptty
bhad to mahe two fasther devaluations 1 4367, so thit by
My 3, 1967 one dollir was equal 88 3 pusos [hus o the
cour~c of seven years in comphiance with dum wds fr 1
the IM1 the pcso hid been reduced 1n value over 20 tims
In December 1067 Uruguay was wisited by another ME
misston which arrnel to anvestigite the conse quences ©
Vit al etlace tof Living wurt up by nearly 300 pef eent
® Ledor January 25 fouu
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the government s new economie policy ushered m by the
1967 devaluation and winch lad found expression frst anl
foremost 1n wage freczes Nor did the IMT leave Uruguay
“to her own devices 1 1968 1n November another IME
mssion arrived 1n the country to investigate Uruguay s
cconomy In December 1968 tho IMI' compelled Uruguay
to devalue onco more demanding at the same time that
the wage freeze should continue and putting forward other
recommendations Part of the task before the INMF mussion
Was to pave the way for future agreements concerning IMF
loans which had already virtually strangled Uruguay s
nances and economy and helped to bring her external
debts to a total of 550 million dollars 1n® February 1968
It was 1n order to cover these cxternal debts that the Uru
guay Government was obhiged to turn once again to the
S banks and the IMF for loans New devaluation led
Yo further deterioration in the working peoples living
ctonditions ! In January 1971 yet another IMF mission
came ty Uruguay to investigate the country s economie and
financinl position The pretext for sending 1t was said to
® Uruguay s request for deferment of payments (totalling
45 mifion dollars) on a loan granted her earher by the IMF
(2 loan of 9 5 myllon dollars) As a condition for the required
deferment of payments the IMI' mission demanded that
Tuguay should devalue her currency once again
The International Monetary Fund succeeded 1n ymposing
Similar agreements (concerning devaluation) on Bohvia
Venezuela Chile Argentina Colombia Peru Costa Rica
CUador Ceylon Zarre Turkey and a number of other
ountries Dunng the first five months of 1967 alone
T8entina at the msistence of the IMF was obliged to
devalue three times as a result of which the value of the
Argentme peso fell considerably the new rate bemng 350
(agamst former 205) pesos to the dollar On May 3 1971
the exchange rate had detemorated still further to 4 12 new
or 412 01d) pesos to the dollar In the Trght of these develop
ments 1t does not come as a surprise to learn that the peoples

! In May 1968 the Pr ding for a rice
esident 1ssued a decree providing

Seoread milk ang pastry prices and also those for fuel and lubricants

:b‘é‘" ity municipal services and public transport fares 1n the towns
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o black flag of
the developing
to solve thew

of Latin America refer to the IMF flag as th
devaluation® Nor 1s 1t surprising that some of
countries have started sceking other ways
monetary and financial problems and rejecting the IMFs
servicos In December 1966, the Chilean Government: for
example, announced that 1t would seeh no financial al
from either the IMF or the Umted States Nevertheless
Clule s economic and financial position still drove her t0
turn to the IMF for loans on several occasions i "
during which year Chile was compelled to devalue her
escudo 24 times so that the new rate of exchang® was
785 esoudos to the dollar As a result Chile becamé yeb
fflicted by cot
stant nflation In 1969 the Chilean Government was agaid
compelled to devalue the escudo on several further 0ccasions
once more at the demand of the IMF, as a result of whichs
by November 1969, 9 88 escudos were the equivalent of one
dollar and on the stock exchange the equivalent figure
was 11 35 escudos The effects of this devaluation soon made
themsolves felt 1n the first three months of 1969 the cost
of iving 1n Chile went up by 14 per cent On Apnl 1
sugar prices went up by 32 per cent, that of gas by 15 per
cent, etc A few months later prices of fish, wgetablesy
rice, fruit and a nunber of manufactured articles weré also
put up The escudo was devalued yet agan at the end ©
July 1970, at the insistence of the IMF, bringing the rat¢
of exchange down to 14 35 escudos to the dollar “And only
the Popular Unity Bloc government succeeded 1n stabilising
the situation 1n a comparatively short period of time
In June 1966 India was also compelled to devalue! although
as late 1s January 1966 she had still been standing out
agamnst the IMF and the World Bank’s demands that sbe
devalue As was to be expected devaluation of the Indian
rupce did not provide 1 cure-all” as even Morar)t Desal,
former Mimster of Finance, was bound to acknowledge
Admittedly India s trade deficat 1o the first post devalua
tion year shrank by 200 million dollars (from 1,293 mallhon

T Tho value of the Indian rupee 1o relation to the dollar sanh bY
36 5 per cent, on June & a new rato of exchange was fixed 75 rupees
to the dollar (seo The Financial Times Juno 12, 1966)

$ The Mall, Madras, March?23, 1967
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to 1092 mllion) yet tlus modest achievement was due not
to expanding exports but to a curtalment of imports !
As for India s exports during the twelve months in question
they were cut by 206 million dollars (from 1 711 miilion
to 1 505 million),? and from January 1967 onwards Indian
exports were cut down steadily A sumlar tendency was
to be observed 1n 1968 when Indian exports were curtailed
by a further 300 mullion dollars On the other hand the
devaluation of the rupee led to rsing prices on the home
market by an average of 15 per cent plus the figure for food
prices being 26 2 per cent As a result of devaluation Indra
became considerably more dependent on foreign axd and
her external debt 1n 1967 alone mcreased by over 1 000 mml
1on  dollars *

In 1967 the IMF and :its missions went out of their way
to persuade the Egyptian Government to devalue as a con
dition for deferring that country s payments to the Fund
on previous loans However the Egyptian Government
Withstood this pressure President Nasser announced that
Ius country would not pay interest on loans from the IMF
the United States or any other country which tried to bring
ceonomic pressure to bear on Egypt After this refusal the
directors of the IMF changed their tacties and attempted
10 place Egypt 1n financial shackles by a roundabout way
0 February 1968 Britan the FRG and Italy agreed to
Sfant Egypt a loan which would enable her to pay the
IMF the debts then outstanding on an earlier loan from the

und (amounting to 47 million pounds) making 1t clear
M the same tame that only after that would the IMF be
Teady to grant Egypt a new loan of 60 million pounds An
unwiitten clause of this agreement was the stipulation on

€ part of the IMF and the countries mentioned above
that Egypt should resume diplomatic relations with the
————

! Duny o cut by 407 2
mlon Gofars S S 051508 oo e S 507 0 500 Bl
to BT €r0 was a conspicuous cut in Indian exports in particular

tan (by 300 mill on rupees) to tho US A (by 300 sullion ruj ecs)

:‘;uln}:‘:,fsnc (by 45 mullion rupees) and a number of other Western

* Banque Mondiale e PRor
¢t ID1 Na L @ nuel 1966 1 I
Hingy Madras March 1967
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Unmted States and withdraw her carlier accusations of
Anglo American military support 1n the opeming stages
of the Israelr aggression in 1967 1

In December 1970 an IMF mssion demanded a new de
valuation of the Ceylon rupee as a basic condition for 1S
comphiance with the request from the Ceylonese Gov ernment
for a deferment of the payments on short-term loans from
the Fund which amounted at that date to 421,700,000 rupecs
However, the Ceylonese Mimster of Finance, Dr N M Per
ra, stood up to the Fund,? although the pressure 1t wis
bringing to bear on lus government was so strong that i
the opinton of many observers he would be obliged to submit
sooner or later

The directors of the IMF and the World Bank often point
out 1n their public statements that inflation 1n the develop
g countries 15 one of the obstacles 1mpeding the nflow
of foreign private capital into those countries Moreover
they often present themselves as opponents of 1nflation
1n these countries when they negotiate the terms of the Joans
they are to grant Yet there1s insufficient evidenceto support
these asserttons As mdicated above 1t 1s first and foremost
foreign tnvestors who stand to gun from inflation This %28
admitted even by one of the lending IMF officers, Rudolf
Rhomberg The IMIMs own figures serve to demonstrate
that inflatton does not create serrous obstacles for the penes
tration of foreign private capital Argentina, Brauzil an
Chile are cxamples of countries where inflation was hugh
1 1954 63 and the Ligures relnting to these three countrnies
1llustrate that the decrease 1n tho inflow of foragn private
capital 1n the years under con<uderitron was neghgible
and the main reason for this decreise wis the reinyestment
on the spot by the foreign monopolies of a larger part of
their profits accrued 1n these countries

The Venezuclan newspaper Panorama gave the followng
descraption of INMT policy and tacties 1 Lt America 1t
the end of 1966, * American financicrs who control and
determine IMF policy heep a carcful wateh to sco that the
governments of these countris, when facad by a Jnck of

Y The Guardian, February 20, 1903, g_ 1.
1 Ceylon Daily Mews, December 7, 1970
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Table 20

Forergn Private Investment in Three Develulpmg
Countries with High Inflatien 1n 1951 63

(millions of dollars)

1951 53 1954 57 1958 63

Argentina

Short term 882 398 484
Long term 1583 253 1330
Braml

Short term 1 901 1118 783
Long term 2 146 1097 1089
Chile

Short term 525 101 434
Long term 540 173 362

currency, brought about by that very same International
Monet;\ry Fund, and finding themselves 1n a desperate posi
Yoo turn to them for assistance Then North Americans
demand the 1ntroduction of monetary reforms as a prelimr
Dary condition for such assistance They demand devaluation
8 an indispensable condition for the provision of a few
million doliars 1n the form of loans Such devaluation 18
merely the prelude to subsequent devaluations and muvn;'x!

Y leads to rises1n the cost of Iiving and an inflation spiral

IS summary requires no amplification This 15 ex
actly the way mm which the IMF behaves 1n relation to

fazl  Argentina, Uruguay and other Latin American
countries
The conditions put forward by the IMF before 1t grants
loqns to the dey cloping countries are not confined o demands
that they dovalue their currencies Frequently IMI nisstons
emand the introduction of wage freezes These mssions
———

! Rudolf R Rhomberg “Privato Capital Movements and Exchange
l\‘alcs in Devoloping Gou?l:tncs" {IuF giﬂﬂ Dapers Vol XIII No 1,
hl;ch 1966 p 2)

Panorama “December 12 1966
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usually disguise this demand with references to one of the
theortes” of bourgeois political economy to the effect tha}
high prices are meant to be the result of increased wages
The untenability of this “theory” has long since been demonl
strated 1t 1s 1mportant on the contrary to pomnt out tha
It 1s precisely devaluation, for which the IMF keeps pressing
that constitutes one of the maun causes of rising prices,
Pparticularly 1n those countrics whose economies are extremee-
ly dependent on 1mports It must also of course be h"md
In mind that the IMF's demand for wage freezes 15 d“ec:;‘;a
first and foremost towards securing maximum posst lo
P1ofits through the exploitation of the working peop
and advantages from inflation for the foreign 1110“"!’0]"’3t
These demands were put forward by IMF misstons sen
to Latin America, Ceylon and a number of other developing
countries te

In order to 1mplant and consolidate capitalism and priva .
enterprise 1n the developing countries, the IMF bLas evel
more frequently demanded elunination of ‘artificial mdu:tfly;
usually 1n relation to state enterprises and 1n P"A“'“‘;u”a
those using imported raw matenals IMF experts usuahz’
cail such enterprises “artificial creations” 1n view of ll
fact that they cannot be supplied with local raw materd Sr
In an effort to hold back the development of the state s‘-‘C""
of these countries' industries, IMF missions usually rccomt
mend” to the governments of the developing countries ﬂmf
they shut down these factories as unprofitable IMF experts o
course choose to forget” that 1n the majonity of the '“dusd
trially developed capitalist countries, tncluding the Unite
States, Britain and Japan, many enterprises, and sunu:m'ﬂlﬂs
whole branches of industry, rely i part or even entircly
on imported raw materials 7 Such “recommendations hﬂ‘l"
been made by IMF missions to the governments of Braztl,
Argentina, India, Ceylon and certain other countries It 15
therefore hardly surpnising that the devcloping countries
regard such demands as an attemnpt to hold back the advanco
of their own young industries

—_—_—
! The so-called theory of prico and wage spiral
* Frequently it 13 soveral times cheaper for these states to 1:"[:;’;
Faw materials from the doviloping countries than to extrac
transport them within their own countrics
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c‘ux‘nprmmsu", however, was to prove precarious, for the
EEC countries, after agreeing to the proposal, demanded
a radical reform of the IMF providing for the 1ntroductiod
of a gold standard and a consolidation of themtemahonal
credit system to promote foreign trade. In this connectiod
the French Minister of Ceonomic Affairs and Finance Mchel
Debre pointed out that the “paper gold” plan could ouly
prove cffective after the elinnnation of deficits 11t the balances
of payments of those countrics whose currencies Weré e1g
used as a reserve of the 1nternational monetary system, 10+
Britain and the United States This approach to the questiol
reflected a quite different explanation for the monetary crsis
facing the capitahist world "The crux of the matter was tha
the rate of increase 1n 1mports had already exceeded ralés
of increase 1n the official gold reserves of the capitalist
world more than four times over, as a result of the fact that
the extraction of gold had ceased to be proﬁtab]e or all
capitalist countries, with the possible exception
Republic of South Africa The reason why the ex
of gold had ceased to be profitable could be oxplamned b
the United States’ rcfusal to raise the price of g0 d whicB
had remained at 1ts 1934 level® and been approved
world price 1n the Fund Agreement of 1944 Swmce that dates
as a result of inflation . the United States and other AP
talist countries, prices in the world market for many comniod-
Ities had risen almost three times over ¢ en
military spendmng of the United States, that country’s war
1n Indochina not only ntensified the 1nflationary proc
mn the Umted States but also accelerated the out ow of
Amertcan gold abroad, above all to the Common Marhet
countries, Japan and Canada In tlns situation the demant
from the latter countries that the price of gold be put uP oF
1t be removed from the world monetary system was perfcﬂly
logical Norisita concidence that the Curopean countnio
(ap irt from Britarn) and Japan have demanded a more act1ve
role 1n the IMF The Umted States, 1m its turm, was not
ready to agree to a rise i the price of gold, since ths would
mean 1n practice a devaluation of the dollar Such was the
essenco of the disagreement over monetary problems petween

1 35 dollars an ounce or 1,125,000 dollars a ton
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the major capitalist powers which testified to the fact that
the dollar and the pound were no longer capable of providing
the mamn monetwy units 1n 1nternational transactions
The London compromise 1n this situation could only be
of short duration and was indeed only possible because the
United States eventually agreed that Special Drawing
Rights (from the newly created reserve fund paper gold )
be controlled by the EEC countries on the same basis as by
the Unmited States and be subject to the veto of the LDEC
countries as well as that of the United States This claim of
the Federal Republic of Germany France and other countries
{0 an enhanced role for themselves 1n the affarrs of the IMT
Ore out once again the conclusion drawn by Lemmn that
finance capital did not weaken but on the contrary intens:
fied the dufferences 1n the rate of growth of the various parts
of the world econemy and consequently affected the balance
of power 1n the capitalist world 1ncluding that in the finan
aal field t
Despite careful preparations 1n Rio de Janeiro where the
22nd Meeting of the IMF was held and despite reassuring
Statements 1ssued by the US Secretary of the Treasury
Henry Fowler the paper gold plan was not given complete
and unanimous approval at that meeting As early as the
Second day of the meeting September 26 1967 sharp differences
o1 opumon between the United States and the other powers
came to hight with regard to this plan indeed Fowler and
chre expressed diametrically opposed points of view on the
Yery essence of the agreement reached 1n London and Fowler
Vas to discover that Debre s point of view was supported
o some extent by West German Mimster of Economics
Schiller Moreover Debre announced thit the plan could
9tly come 1nto effect once there was 1o longer a deficit 1n
the US ang Bntish balance of payments These differences
of opimon led to the failure of the compromise plan to
g full approval and the 22nd IMF Meeting merely adopted
1 general resolution proposing that 1its executive bodies
Y% up a detailed draft of a new system of financing for
Uther congideration by the governments of the IMF member
fountries by April 1 1968 In assessing the resulls of thus

'VI Lemn Collected Works Vol 2 p 244
16 0913
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meeting 1t 15 1mportant to stress that the controyersy wth
regard to plans for sreforming” the snternational monetar);
system raged between the leading donor countries of !

capitalist world without the nterests of the de\elolglﬂf
countrics, who make up the majority of tho IMF s members
being taken 1nto account at all 1t 1s therefore not SUTP‘“‘{‘F
that an the course of the meeting only some ten representd

ves of these countries showed any interest 11t

realising only too well that 1t would be the mic¢
which would avail themsclves of the paper §° 1o
smee the allocations made from 1t would be 10 direct P v
portion to the amount of the original contribution made bo
ihe member countries However, those among thel “e

did take part m the discussion of this subject exprnis

their pownt of view with a good deal of frankness T o Ma aﬂ
sian Minister of Finance, Tan Siew Sin, for example, Speﬁ“
ing on behalf of the Southeast Asian countries, stated
the IMF and the World Bank had shown themselves cle"ﬂi
incapable of finding a solution for the man problemS f; "
by the developing countries and referred to these ¢WO s

iutions as a pool Tun by the rich in the interests of the mrn
Attempts on the part of representatives of the Westen"
countries to prove that the introduction of Spectal Dl‘a“’;l“;
Rights would, among other things, lead to an 1nerease n
inflow of financial resources to the developing 50““",}0159'
did not convince the representatives of the latter ;r
1nconsistency of these arguments was singled out by unnm
Myrdal 1n his book cited carlier 1n this study The refor

of the monetary system 1s mainly a concern of the develop®

countrics that domnate international financial x-elaholls:l
The financial problem of underdeveloping countries 18 '
totally different one These countries are bound to be slw\'s
of foreign exchange under any system " Nor did Fo\vlfﬂ:3
attempt to gain the active support of the developing countrié

for the paper gold’ plan succeed, when he started nting
that the United States was ready to make a large suPP c‘
mentary contribution? to the IDA fund, which grants €re! ¥

on less onerous terms than the World Bank or the 1MF, for

undsy

1 Gunonar Myrdal, op et , p 305
2 See IVashington Post, September 27, 1967
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N0t one delegation had any doubts concerning the true aims
of this plan, namely to mahe up, at least partially the defieit
1n the US balance of payments at the expense of the other
IMF members The resuits of this IMF meeting can there
fore be seen to have previded still further confirmation
of the fact that the international monetary system set up
at Bretton Woods was gomng through a serious cnsis and
that the leading members of the Group of 10, despite pro
found differences of opinton dividing them, had nothing
against overcormng these at the expense of the other members
of the IMF, above all at the expense of the developing coun
iries, who were the first to feel the disastrous results of this
i8IS and 1o bear the mam brunt of 1t
The events that followed were to bear out this conclusion
t the bEgmmng of June 1968 the IMF Board of Governors
aPproved amendments to the Fund Agreement which
legiimised “the “paper gold” plan elaborated during the
Meeting of the Group of 10 held 1 Stockholm on March
29 30, 1968 France objected to the introduction of Special
rawing Rights in the course of that meeting as well, main
laming “that the paper gold” plan might perpetuate the
elicit i the US balance of payments and fearing lest within
9r 30 years a considerable part of the currency reserves
of the IMF member countries might consist of those new
wd funds, the value of which might prove unreliable
¢ French representative at Stockholm came out once more
n favour of comprehensive reform of the monetary system
o8 the basis of an increase 1n the price of gold"t and did
Dot sign the communique 1ssued at the end of that particular
Weeting of the Group of 10 The French representative also
abstaingq during the voting on that question by the IMF
%ard of Governors Nor was much good expected to come
rom the ‘paper gold” plan 1n Britain, where 1t was consid
ered 1 finangy a1 circles that the introduction of this plan was
10 morg thep a “small, hesitant step along the road towards
Weroving the world's credit system”? while the pound
anld the dollar would still remain vulnerable It was above
all the Americans whe were satisfied with the results of
—_—
The Financial 10
* e baly Ferigrapn, b 1, fooer B 19
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meeting afgep a few minor amendments had been made
However, 1t h4q heen devised 1p 1he course of an unoffictal

with the funcuonmg of the international monetary system
and algo questions relating o financial aid to developing
countries

It shoujq be pointeq 0ut 1n this connection that the adop
ton of the Paper gold” plan did not give those present
at the INp meeting any req) confidence, and the majority
of the speakers at that meeting expressed concern at the
lack of Stabihity 1n ¢, Iaternational monetary system,
while the representatives of the developing countries con

Y also demangdeg lmprovements 1n the ‘average 00”%
tions for Supplying ayq » SO that 1n the future aid shou

and the respective figure for the remamng developiog
fountries was ger g Per cent This trend contined 16

of 1968 Another acytg Problem facing many developing
Sountries at thay yme was nillation, i particular during
1968 for the ¢ountries of Lapyy America—one of the mamn
Sentres for fryyggap» Ackvity on the pary of the IMF—above

that the Tetail trade figures werg 20 per cent down on those
for the Previous yoar Many economstg were of tho opinion
at that stage that 1ggg would not gep any growth in the
Chilean economy either, byt rather colossa] capital expends-
ture, growing taflation and devaluauou.
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In Bram} milation had reached 24 per cent by the end
of 1968 and showed no signs of decreasing 1n the course
of November alone wholesalo prices went up by 23 4 per
cent Despite cuts 1n government expenditure on public
works, and 1n the size of the civil service, the Brazl state
budget for 1968 showed a tremendous deficit, and the cruzetro
Wwas devalued on a number of occasions 1n the course of 1966
and then again 1n 1969 The rigid economic controls intro
duced 1n Argentina yielded pitiful results as well 1inflation
Was not averted and 1t had reached 10 per cent by the end
of 1969

In therr search for “cheering prospects” in Latin America
the directors of the IMF made much of the ‘flourishing
onomy” of Venezuela It should be remembered however
that the main source of this country’s revenues 1s oil, sales
of which enabled the country to increase 1ls monetary re-
serves by 865 mullion dollars in 1968 By way of encourage
ment” the IMF declared the Venezuelan bolivar to be hard
¢urrency However, 11 was a secret for no one that Vene-
2uela’s “success” could be explained by favourable circum
Stances, stemming from the closure of the Suez Canal as a
Tesult of Israel’s aggression which had led to a drop 1n
Supplies of Middle East o1 on world markets

€ representatives of the richer countries concerned
With gald problems remained deaf to the just demand put
forward by the developing countres 1n the course of the
2rd P Meeting. Yet the upshot of the ‘international
MWonetary v eek” (the 23rd IMF Meeting), as aptly noted
by the well-known French observer Genovieve Tabours,
*as yet another farlure to produce any results in the direc-
1on of genuine reform concerning the very essence of the
Hternationa] monetary system ! The representatives of
rance, the Republic of South Africa and some other coun-
tries agam called for a return to a real standard, 1 ¢, gold,
1r ‘ilernational transactions This meeling demonstrated
lhcmf"m that “paper gold” was 1n no posttion to replace
e reg] thing and that the basic problems and weahnesses
L the mternatyonal monetary system remained unchanged,
\

' Seo Pars Jour, October 4, 1968,
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which meant that the entical situation fraught wath the

danger of new outbreaks contmued s
The capitalist monetary system was Tt by another cns\c
1 1969, and this time 1t also affected the F ach imﬁ
which was devalued 11 March This move 0
a chain reaction, as the fall m the exchangé value % o
franc was followed by 2 sharp drop 18 the cxchans? “‘m
of the pound and yet another leap 10 he pr of g0
This new outbreak of pamc on the stoek eachang® was

4 1 Franc®

not so much by the growth 11 the strihe meovemen \he
as by discussion 11t the FRG of & possible change * 1o
exchange value of the West German, mark, ! ) ";’“ 3
which the franc had been growing steadily wed ¢r OnMad o
1969 the French Government announced an ¢ e 1m
discount rate op short-term foreight credats from ‘ﬂcit‘fhe

o 4 per cent after tahing several other steps o Pr 1ol
franc, 1ncluding measures to check the o w of 3 {‘lm\
to the Federal Republic of Germany Howeyer, 0 out o
of capital to the FRG from poth France ant ritain €00
nued as before Once agal reports appeare n it
presaging possible devaluation of the fran¢ and the P “{?n
Other signs that a new monetary Crisis was 10 the @ dlog
were the rapid 1mcrease 1 discount rates, & % rhe
1n the exchange + alues of shres and other securnt1€ n ‘[
stoch exchange, nsing prices 1t Brtan, the mted stal
and Trance and the constant deficit 10 the Americ?
British balances of payments marhe dcle\'lol'ill
1n the positiont of the franc compelled the French
not only to devalue® but also to accept the “pap
plan and an increase of 6,000 7,000 million Jollars .
TMF reserves that had been agreed on during the ™ i
of the Group of 10 n Pans in Taly 1969 The o3 rall tot?
of the “papct gold” restrve (Schml Drawing
been fixed at 9,500 mllion dollars duribg that
This meant that the JMF 8 resers ¢s had now been
to 37,000 million dollars The Amenicad financial € lﬁ
welcomed this “pact of the Ten” consuiening that 1t woult
help chiech inflation in the country

—_

¥ oea The Financlal Times, M8y 12, 1967 .
3 Tho decision to dovalue was announced 08 August Bs 1064

1
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Before the 24th Meeting of the IMF Board of Governors
(September 29 October 3, 1969) the Fund’s annual report
“as published 1n which 1t was pointed out that the mmun
cause of the financial and economic difficulties 1 the ¢ 1p1
talist world was the 1nflation in the Umited States Britan

Tance and a number of other countries and that the failure
of the attempt to check that snflation had been the bizgest
disappointment of the year’ On September 23, 1969 Schwert
zer, the IMF Managing Director, announced that he would
put before the meeting a plan for using the paper gold
Teserve during the first year {starting from January 1 1970}
When drawings would be registered 1n a special account
Opened for the purpose 1n the IMF books On October 3

99 the Board of Governors adopted resolution No 24 12
decording to which SDRs were to be allocated to member
Countries totalling 9,500 mullion dellars for a first basic
Pertod of three years (1970-72) 1

Immedmlely after the devaluation of the franc had been
announced the French Government turned to the IMT for
A new loan and on September 3, 1969 introduced a number
of economic measures proposed by the Mimster of Economie

flarrs and Tinance, Giscard d’Estaing, aimng at the follow
g to achieve a complete balance of state evpenditure
and reyenue by January 1, 1970, to balance production,
:onsuml’llon and capital mmvestment by Apni 1 1970,
0 halance imports and exports by July 1, 1970 Nevertheless
s did noy put a stop 1o panic m the monelary marhets

he next threat to the franc also came from the direction
of Bonn, where there was agamn talk of revaluing the mark
“hch would mevitably affect the franc The exchange value
ot the Frenely franc despite devaluation (August 8, 1969)
“ontinued 19 fa1] on many stoch eichanges Rumours of
feﬁe‘ﬂlualmn of the mark on the other hand sent up the
co :“g Price of the mark 1n banks and curreney cxchange
Ex“]rcs o appravimately 7 or 8 per cent above 1ts offical
ﬂc \ange value and this 1a sts turn led to a further outflow

“antal from France Soon the rumours were borne out by
l\

ur of the Beard
B Sy e Sl 800 g el 0 e
“Ins Rights, Waslington, D G, March 1970, pp 56
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an official announcement 1n Bonn where mectings todiscuss
tus question with the other members of the LEC monelalt]y
commission were leld 1n the sccond half of October The
market price of the West German mark continued to Tﬁse
thus undermining more and more the currencies of Ot”ef
countries, including the dollar by October 15 one dol 3;
cost 3 726 marks and continued to fall 1n price for se(;ﬂ:ls
days afterwards, until the price of the mark reache loe
Iughest Ievel since September 30 when 1ts “free” exchang
rate had been introduced On October 26, 1969 the Gmeme
melnt of the FRG revnlued1 the mark, putting its exchang!
value up by 93 per cent

It was i this turbulent period that the 24th Meeting
of the IMF Board of Governors opened on September e
1969 The directors of the Fund went out of their way ‘W i
that the meecting should approve the Group of 10 p"’:he
for the ntroduction of “paper gold” while shelving for e
time being recommendations drawn up by IMF "'xPerb
for “new 1nitiatives” and a serious new approach” to P"’I
lems connected with the granting of financial aid to deve
oping countries bers

Despite the differcnces between the leading IMF mermbe .
the meeting approved measures recommended for the PaPed
gold” plan by Director Schwertzer which saved the Umteﬂ
States from having to devalue the dollar or agree to Ll\
increase 1n the price of gold, although this was clearhz
a temporary measure which did not touch the roots of U >
problem As for the question of ‘aid” to the developing
countries the meeting did not adopt any resolutions, confin
mg atself to discussion of the matter The mtrodutﬂl";l
of the “paper gold” reserve and other measures 1 the coull;;a
of 1969 by the leading IMF member countries made posst s
a temporary ‘balance of world money” These mc"S“'”d
were, however, inadequate to remove the main causes be}"“h
the cmsis of the caprtalist monetary system Althoug!
there followed a certain drop 1n the price of gold, as “’“ﬂ
observed 1n money markets in November 1969 and wlucn
reflected an 1mprovement 1n the corrclation between “h
exchange values of world currencies, constant factors {suc

Y IMF, Annual Report 1970, p 85
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@ the defieits 1n the US, Bratish and French balirces of
pPayments, inflation 1n these and other countries nd 1r
articnally high exchange value of the dollar mn reli cn
to gold) still apphed This meant the renewed conhdence
i world currencies” could only be temporary The Veu Yorl
Times assessed the financial and monetary problems of the
captahist world m the followmng terms = The negotiations
that led to the creation of Special Drawing Rights were long
and difficult But they might appear child s play igainst
the difficulty that would lte 1n the path of trying to co ords
Bate the rates of inflation 1m, say the Umted States Greal
Britan, France and Germany [the FRG —V V| * In other
words the solution for the problem required more than at
lempls to make the economic situation fit the exvchange
values of the leading currencies but rather to see that the
latter corresponded to the actual economic situation I'vents
m 1970 and subsequent years confirmed that if the real
Situabion was not taken into account then any attempts
on the part of the major powers to overcome tho crisis 1n the
capitalist monetary system could never achieve more than
3 temporary lull The monetary war now amnd then coming
futinto the open went on as before The Luropean countries

2d hardly had time to recover from the repercussions of
the revaluation of the West German mark when there was
2 talk of 5 similar measuro with regard to the Swiss frane
'n February 1970 which had also been growing conspicuously
Stronger  No, long afterwards, 2t the beginning of 1971
thero was also tallc of a possible revaluation of the Japanese
Yen? Despite the ntroduction of paper gold’ and other
Measures undertaken by the US Government 1n order to
“ncohdate the dollar, 1ts position, particularly i Europe
¥as clearly secure  Commenting on this fact The New

ok Times wrote 1n July 1970 that there was no confidence
0 the dollae and that 1t was becoming more attractive for
:le West European countries to move out of dollars into

Ile strong European currencies’? Mleanwhile the outflow
of dollary oy erseas continued, meluding close on 14,000 mul

b Jhe hew vor 1 1960 p 42
”'ﬂ.{irar Eml:mr tg::k:\,,ﬂ\:n)]z&ﬁfew. llongk(?nz March 6, 1071,
3

The New Yorh, Times, July 3, 1970, p 33



250 NEOCOLONIALISM METIODS AND MANOQEUVRES

an official announcement 1n Bonn whero meetings to discuss
this question with the other members of the EEC monetary
commussion were held in the second half of October The
market price of the West German mark continued to rise
thus undermiming more and more the currenctes of other
countries, including the dollar by October 15 one dollar
cost 3 726 marks and continued to fall 1n price for several
days afterwards, until the price of the mark reached 1ts
highest level since September 30 when 1ts “free” exchange
rate had been introduced On October 26, 1969 the Govern
ment of the FRG revalued the mark, putting 1ts exchange
value up by 93 per cent !

It was in this turbulent period that the 24th Meeting
of the IMF Board of Governors opened on September 29,
1969 The directors of the Fund went out of their way to see
that the meeting should approve the Group of 10 ‘pact”
for the ntroduction of “paper gold” while shelving for the
time being recommendations drawn up by IMF experis
for new mitiatives’ and a ‘serious new approach” to prob
lems connected with the granting of financial aud to devel
oping countries

Despite the differences between the leading IMF members
the meeting approved measures recommended for the paper
gold” plan by Dircctor Schwertzer which saved the United
States from having to devalue the dollar or agree to an
mcrease 1n the price of gold although this was clearly
a temporary measure which did not touch the roots of the
problem As for the question of ad’ to the developing
countries the meeting did not adopt any resolutions, confin
mg 1tself to discussion of the matter The iniroduction
of the paper gold” 1eserve and other measures 1n the course
of 1969 by the leading IMF member countries made possible
a temporary balance of world money” These measurcs
were, honever, 1nadequate to remove the main causes behin
the crisis of the capitahst monetary system Although
there followed a certamn drop 1n the price of gold, as “’"}5
observed in money markets 1 November 1969 and “hl]cl
reflected an 1mprovement 1 the correlation between the
exchange values of world currencies, constant factors (suc!

—_—
Y IMF Annual Report 1970, p 85
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as the deficits 1n the US, British and French balances of
payments, nflation 1n these and other countries, and an
artificially high exchange value of the dollar in relation
to gold) still applied This meant the ‘renewed confidence
in world currencies” could only bo temporary The New York
Times assessed the financial and monetary problems of the
capitalist world i the following terms The negotiations
that led to the crcation of Special Drawing Rights were long
and difficult But they nught appear cluld’s play agunst
the difficulty that would lie 1n the path of trying to co ordy
nate the rates of inflation 1n, say, the United States, Great
Britain, France and Germany [the FRG —~V ¥ | »? In other
words the solution for the problem required more than at

tempts to make the economic smuation fit the exchange
values of the leading currencies, but rather to see that the
latter corresponded to the actual economic situation Events
mn 1970 and subsequent years confirmed that 1f the real
situation was not taken into account then any nttempts
on the part of the major powers to overcome the crists 1n the
capitahst monetary system could never achieve more than
a temporary Iull The monetary war now and then cormng
out wmnto the open, went on as before The Buropean countries
had hardly had time to recover from the repercussions of
the revaluation of the West German mark when there was
a talk of a stiilar measure with regard to the Swisg franc
1 February 1970 which had also been growing consprcuously
stronger Not long afterwards, at the beginning of 1971
there w~s also talk of a possible revaluation of the Japanese
yen ? Despite the introduction of paper gold” and other
measures undertaken by the US Government wn order to
cansolidate the dollar, 1ts position, particularly tn Europe,

was clearly nsecure Commenting on this fact The New
York Tunes wrote 1n July 1970 that there was no confidence
1 the dollar and that 1t was becoming more attractive for
the West Curopean countries o move out of dollars into
the strong Furopean currencies” ® Meanwhile the outflow
of dollars averseas continued, 1ncluding close on 14 000 mil

Y The New York Times, November 11, 1969, p 42

T The Far Eastern Economic Review, Hongkong March 6 1974,
p

’ The New York Times, July 3, 1970, p 33
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hon 4 vear for the Mamntenanee of Us foreign bases ang ys
troops py, Turopean financya} aireles thore Bas again gl
of the WYeahness of the dollar and the pound ang the “strength”
of the 3§ el Germap mark  the Suics rane and the Itahan
hira |y vatmnbor 1970 there v 44 a further decline 1n the
Ochange Value of the pound apq the dollar to be obseryod
on Wegp Furopeay stoch eye langes  Apap demands were
Put fory ypgq fora dey aluatiop of the dollay, by at least 30 per
Ot b the parqy values of yho Currencies angd ho
rIce of g1 lad down 1 the Fung Agreement dud 1o 1op.
BOE Corrospg g to what they were at the time In a speech
of July > 1970 Frenep Presidepg Georg, Pompidoy stated

ot a (ahle value” becauce ¢ American balance of pay-
mengs hifficultes and nflatign, at the same time fie weny
% o pomt out that there w44 “ne questron of mahing
Wr on the dollar because the CRSUIng cryqp would be 4 ¢ ll._1-
Mrople for Ml natioper 1 Pomprdoy QRN Stresapd France's
advocacy of the greation of 4 uropean Monetary pole»
to Counter the dollp Ty question 4 the majn lopic
of diecungy, AL taggg m Septembey 1969 1 Ihe
Hame during which (he LELC heads of Kovernment ado.
ted o resolution calling for the cl.nbor.umn by the end
of 1970 of 4 pl for , European monctary ypye, Meanwlle
Franee adopted , numbep of MNeasures armned g cotohidatin,g
the posityon of the frape 1 bath Luropo ang the frane area,
In 8 Plumber g7 A Mecting for the finanee Humstos from
the frane aread woag I pary mordcr 1o elaborate 4 Leners
al palicy M preparation for the fiext [yp mocting to ke
Place <, Muombey 21-25 of that yar At that mucing the
“rench Mimster of Leonome L AT Froance, Grecard
d L~l.un;:, ahhounced (), treation of Froneh n:murhl!
Sistem of RUaranty, < for Privage IMastment 4y “Fronh
Africa and adarascar

\bruch was the p}dudc to the 254, Annyaf Micting of l_’“‘
IME Boarg of Gorvrnory held 1 (Alptllh.l.((ll (Sptamber 24-
5 1970y a9t whieh 1o Ot < Bere nopn ated, The mun

—_—
L Ire Vs Vo pra, July 3 guin, 0oy s,
Pl ek S I U el 3 fiee bexab

R BTV ol Malsgan, .
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topics for discussion on this meeting's agenda were the
nflation then rampant m the Umted States and the major
1ty of the other countries of the capitahist world and the
continually mcreasing deficit i the US balance of payments
as was noted both 1n the IMT annual report! and in the open
ing address by Pierre Paul Schweirtzer the IMF chief
This meeting was the first to be held after the introduction
of the Special Drawing Rights® which as was to be expected
thd not get nid of the mamn causes of ‘unstable currencies”
or serve to combat inflaion The main subject of the
speeches delivered by the mimisters representing the leading
IMF member countries was wnflation, which they admrtted
had not been overcome i their own countries and the French
\Mimster of Ceonomic Affairs and Finance, Giscard d’Estaing
stressed 1 his speech that the inflation which had now affect
ed many countries was a result of mflationary processes m
the United States At the meeting it was also noted that
the cconomically weak developing countries suffered partic
ularly from inflation The problem of unstable currencies
was also given an important place on the agenda for the
meeting, at which a nmumber of proposals were discussed
specially designed to secure greater flex:bihity * of the mone
tary system through the introduction of rates promoting
freer exchange of currenctes, m other words by allowing
the IMF member countries greater frecdom to rase or lower
the exchange values of thewr currencies This decision was
given particularly active support by the FRG 1nd Italy
France while not objecting to a study of such a possibihty,
came out agamst a review of the rules laid down by the
IMF unul the CEC should have set up its own monetary
unton, after which changes 1o the exchange values of all
the ECC member countries currencies should not be intro
duced singly but simultaneously with parailel changes
1 all the other currencies The meeting 1in the final analysis
did not adopt any decrsion on this pomt An rmportant
new step was the IMF s decision that the USA should settle
part of 1ts balance of payments deficits by paying out gold
L IYF Annual Report 1870, pp 7478

2 In 1969 IMF 1:sued the first batch of 3 500 milion dollars worth
(;g)%DRS winch was put out to 104 IM! member countries onlanuary 1,
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and other monetary reserves rather than by hasing other
countries mle up dqll i Pqually important was the admis
ston tn Schweitzer’s speech to the effect that the existence
of paper gold” give mice to new problums, one of winch
w18 the impossibihty of calculating the right amount of
SDRSs to ereate in the interest of world economic expansion
without too much snflation, »f the 1mount of dollars mn other
countries’ reserves were to rise without any kind of predic-
tion or control Schweitzer also stressed the importance of
achigving an improvement in the US balance of payments
for the functioning of the monetary system In 1ts commentn
ry on Schweitzer's address The New York Times wrote thit
‘tls was taken by some United States officials as an invita
tion 1o other countrics to resume cashing any ‘excess’ dollars
for gold or American held SDRs” 2 The results of the IMF
meeting testified to the fact that the crisis of the imperiahist
monclary system was by no means over At the beginning
of 1971 American dollars started flooding into Western
Lurope when pamc at inflation agan gripped the Umiled
States The French paper La Nation printed an article
commenting on the situation with the revealing heading
How much longer will Curopeans sec themselves bound
to protect them without converting them into gold?”3 which
renders explanation superfluous At that time opinions were
being voiced to the effect that only tho backing of large
mternational financial groupings could make 1t possible
to avoid a serious crisis for the dollar In reply as 1t were
to the questton put by La Natiwon, The New Yorl. Tunes
wrote The Luropeans are reluctant to demand American
gold, realsing that any massive withdrawals from Fort
Knox would probably be met by the formal suspension of
gold convertibihty ”* And this 1n turn, would mevitably
play havoe with the capitalist world's monetary system
The enormous deficat i the US balance of payments
compelled the Umted States as early as March 1971 to start
talks with the Federal Republic of Germany on a new agree;
ment for compensation payments for the maintenance of
1 The New York Times, September 22, 1970 p 6
2 Ibd

3 Ja Nation February 25, 1974, p 6
& The New York Times, March 1, 1971, p 43
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American troops 1 tho FRG, that costs over 1 000 pullion
dollars annually Relevant 1n this context 1s the fact that
by nud March of that year the ’'RG had become the largest
creditor of the capitalist world her currency reserves
amounted to 56,000 mitlion marks (15 360 million dollars)
ot almost 1 000 million dollars more than the United States’
teserves and by the beginning of May these recerves amounted
1o 75 000 million marks In the course of that year alone
{from the end of January 1970 to the end of January 1971)
West German currency reserves almost doubled showing
an ncrease of 30 000 million marks (8 179 million dollars)
while the United States’ assets fell from 17,396 milhon
to 14,609 milhon dollars over the same period Western
Lurope agawn started cowplaming about the weakness of
the dollar” which was flooding her central banhs being
unwilling (o remain reconesled ad infimtum to the nfla
tionary pressure of the Amencan dollar

This all demonstrated that the measures taken withun
the IMF framework, including the introduction of Specral
Drawing Rights, were insulfictent to avert the crisis facing
the capitalist monetary system On this occaston the mun
yardstick™ i international transactions was proving precar
tous namely the American dollar, wiich was now clearly
unsure of 1ts pedestal and 1971 witnessed a magor dollir
erisis This situation has nething accidental about 1t what
sogvir, for the position of any currency in the capitabst
world 15 determined first and foremost by the condition of
a country's balance of payments, the purchasing power of
that currency on the domestic market and also the attitude
towards 1t on the part of forexgn holders The Umted States
enjoyed considerable surpluscs in 1ts trading figures and
balance of payments during the early post war years
(1946 49) However by 1920 when the war in Korea not
only brought shame to America but also 1ncurred consider
able expense the US halance of payments starled to show
a deficrit which m the peried 1950 57 grew to the total of
10 000 million dollars As pornted out earlier this deficit
remained with the USA in the years that followed growing
all the time In 1970 1t exceeded 10 000 milhon dollars and
by mud 4971 1t had reached 14 500 million dollars, for the
period 1950 71 1t totalled over 60000 mullion dollars



c
and qlgg nearly 8 ggg mulhion dollars 1 Japan ang about
3 000 milhon dollars )y, Canada). then 1t 15 obvious thyg,

gold Teserves ¢ that date would pog have been sufficrent

to cover these debts which Tepresent ag )¢ were Ioang granted

to the United States a¢ 2 preferentyy] Tate for the amount
Cates

average Cxceeded 3 4 per cent 4 Year}
fiercer Competition from the EEC Countries ang Japan i
World Markets, anq 8rowing nflation 44 home The pur
chasmg Dover of the dollay jp the post War period had fallen
to roughly 5 third of what ;¢ had been The nternal state
ebt already eYceeded 40Q 000 million dollars, and the
amount of money cxrculatmg m the country had nearly
tripled reaching o Lotalof215,000 millon dollars It yas pre
cisely in the hight of these developments that there had
1 large 8ap between the purchasing Power of
the home market apnq abroad thy¢ intensified the dollar
drain» which \p s turp disrupted international monetary
Markets Tp, accumulation of eNOrMous amounts of Dbaper
dollars 45 Western Lurope eventually Jog 44 the creation
of a Lurodolngp Market J¢ 15 Primanly thege Lurodollars
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that provide “migratory camtal” or ‘hot money” that 1s
instantaneously channelled to wherever there are high rates
of interest 4o be had, converted into currency with a stable
exchange value or an exchange value which has a good
chance of going up

In May and June 1971, the dollar drain” assumed enor
mous proportions, and dollars were flooding into the FRG,
Switzerland, Japan and a number of other countries On May
5 the central hanks of these countries put a stop to such
purchases 1 order to alleviate the pressure of speculative
dollar capital Reassuring announcements on the part of
the US Secretary of the Treasury, John B Connally that
the United States was ready to buy up Eurodolars
reassured no one As a result there was a sharp rise 1n the
price of gold on 1nternational monetary markets and the
exchange value of the dollar fell to its lowest level ever,
while the exchange value of the West German mark rose
steadily The situation was aggravated still further by
rumours of a devaluation of the dollar and a revaluatwon
of the mark * Soon afterwards the governments of the FRG
and the Netherlands at the insisience of the Umited States,
which at that stage was stall refusing to devalue the dollar,
and also so as to protect themselves from growng inflation,
including that 1mported together with the flood of dollars,
mtroduced a floating rate for the guilder and the mark,
while the Swiss and Austrian governments revalued their
currencies, reducing the exchange value of the dollar in
relation to their currencies The introduction of this float
ing” rate for the mark showed just how far the dollar had
fallen 1ts exchange value vis a-vis the mark bad dropped
from 3 G4/3 68 down to 3 30/335 Matters reached such
4 pass that American tounsts mm European capitals found
their dollars beimng rejected even at the most disadvantageous
rate of exchange

The US Government adopted emergency measures as
anpounced by President Nixon on August 15, 1971 n a
speech on nation wide radio and television (a stop to the
exchange of dollars for gold, the introduction of a 10 per

t Seq The New York Tumes, May 5 1971, IMF 1971 Annual Report,
pp 35,9, i1, 2123

170913
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cent mport surcbarge, 2 10 per cent cut ,p €conomic a;¢
to the developmg countnes, 2 wage freeze and higher Prices
cte

on the et, governm, nt,  however,
1d nog Cut down Iitary Spending op restrict the
export of p te capytq) Or freeze monopoly Profits, The

z

Measureg 1ntroduyceq on this 0CCasIOn wepe an attempt 1o

Consolidage the dolj,, at the €Xpense of the Amerean Deople

and alsq at the eXpense of other countrieg, Us trading part-
tr) y

cent P
measures adopted }, 2 Numbey of deve]opmg countries whyck
Raturally Were the Zreater Iaosers, for with Tegard to their

ties  they, had a4y existed 2 consideraple
Number of ToStrictive qng dxscnmmntory rulings (45 outlined
n detar] ) Chapter I) Bango Centra] g Chile, for example,
decided to conduct )44 trado dealings 10t 1n dollarg )y Tuture
but 1p Some Currency «,qy affected by the Present crisis»,
Venozuelan banls halteq all tmnsacuons mvolving (he <alp
f European CUrrencies jp an effort 14 8et rid of tler dollqm

TOIm trade y4p the USy durmg 191'0
alone, as Announced by the Presxdent of the country’s
Centra] Bank, amounted 4, closo on 700 milhion dollars)
An tmportang dcxclopment n ths conlext 15 g0 fact that
all the Latin American countries elaborateq a comimon
policy demnndmg the €reation of 5p Ilernationg) monetary
System which would pog be cpendent op the financial
ﬂuctuatlons n any Particulyy country, a¢ $as demonsiratod
to bo the case by the results of the 10th Moctmg of repre<enta-
tves from the central haplg of that continent held Cara-
€as at the enq of November 1971,

Despite the aboy o Mmeasures gy S00n started 1o look as if
the defierg 4y the Us balance of Payments for 1974 nught
top the E0.000-nuHmn nark whyje Prospects for improved

dlances g Pavments were pmmmng for anan, France,
the IRG and Brygayy Iho Unitey States® refyeng to mahe

P ryr, 1971 Annugt Report, p, 10,
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any concessions to her trading partners (the LEC countries,
Britawn, Japan and the Latin American countries) gave rise
to demands on thewr part for a devaluation of the dollar
Relations were particularly tense between the USA and
the Common Market countries on one hand and Japan on
the other, as emerged from the 8th Meeting of the Japanese
American Jomt Commission for Trade and Economic Co
operation (held in Washington September 910 1971)
After the meeting was cloced Rogers announced that both
sides would continue their competition 1n the future, while
n Japan there hegan open discussion of a review of the
speecral relrtionships” that had grown up between the
USA and Japan smce World War 11*

The position taken up by the ELC countries, and Japan
who were all demanding a reform of the monetary system
a 10 per cent devaluation of the dollar and abohtion of the
10 per cent surcharge on imports was bound eventually
1o cause alarm 1n the Umted States?

The 1nitsal reaction of the West Luropean countries and
Japan to the measures taken by the US Admimistrition
¢ be summansed as follows

1) The countries of Western Europe Canada and Japan
adopted a number of measures to protect their economy from
myvasion by new masses of depreciated (by approximately
6 per cent) dollars 1ncluding the mtroduction of a free rate
of eachange for their own currencies

(2) The DIC countries (in particular France and the FRG)
succeeded 1 setthng their differences in their eagerness to
evolve a Luropean stand on this question and at that time
rejected the Amernican demand to revalue their currencies
in order 10 save the dolar®

(3) Japan and Britain although with some reservations,
gave their general support io the positron adopted by the
LEC countries

Despite the Umited States’ strong position in the IMF,
2 week after the announcement of the Nixon programme’
the Fund published a statement pomnting out that these
actions of the United States repre<ented a violation of 1ts

1 US News and World Report October {1, 1974
* Washington Post September 10 1971 US News and World
Report, October 4, 1974

17
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obhgauom o the i, 1N<ofar a9 they Virtually meany a
departure from e Parity of the dollar I 1mternational
trans’xctwns Stipulageq by the und ang the other rules lad
down yp the Fypg Agreement At the same time Schwertzer
sent 5 telegram to the IMFmembcr countries making 1t clear
110 steps y,org taken 1n 4, mmediate future, world
Monetary g4 trade Telationg would bg 1y , state of utter
chaos Ty, Publicatop of thg telogram vy followed by
an announcement from Sclmeltzer at a press conference

terproteg by the Ameriean Dress as 5 demand to devalye
the dollgyp 1 Schwertzer's announcement also contained an
appeal tq the Uniteq States to revoke the 10 ber cent import
Surcharge

Meeting of finance Ministerg from the Group of 10 was

A
held 1p London o1 Septempey 15 16, 1971 at which the ELC
e ds The 7 apanese

s from the

IS 5

Six while making certain reservationg Ho“ever, the meeting

did not reach any decysop I face of the position adopted
by the Us Secretary of the Treasury, John B Connally

It was 1 this atmosphere that the agyp Meeting of the

IMP Board of Governops Was opened jp Washington on

Septembcr 27 1971 The day before, another meeting of

the minispeng from the Group of 19 had becn helq gt which

n ed that ;p order tg “alleviate the chaos

resulting from the ‘Nixon Programme» the fo“owmg resolu-

tons shoylq be worleq for

IMP Articles of Agrreement, (one per ¢cont arther way), .
{c) abolition by the United States of s 10 per cen

Surcharge op Imports

¥ Seo Internationg Herald Tripyp,, Pans, September 27, 1971,
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It should be noted that at this meeting Connally
was obliged to defend his position, as emerged quite
clearly from statements by other members of the Group
of 40 interviewed on television after the meeting. The
Canadion minister Edgar Benson, for example, emphasised
the urgency and immediacy of the situation by warning
that unless the crisis was resolved soon “a sort of trade war
will emerge” with countries “erecting artificial barriers” to
trade, as had happened during the depression in the thirties
which had led to a “restriction of world trade” and greatly
damaged all nations. Meanwhile the Italian Finance Minister
Mano Fervari-Apgradi remarked on the necessity for an
increase in the price of gold (as compared with the lmits
laid down 1n the IMF Articles of Agreement relating to that
question). Indeed all members of the Group of 10, with
the exception of Connally, came out with a similar
demand.! The stand adopted by the “Nine” also found
expression n the speech made by the Managing Director
of the IMF at the opening of the 26th Meeting of the Fund's
Board of Governors on September 27, 1971. Schweitzer
stressed that a continuvation of the present deadlock was
fraught with very real danger and not only with regard
to international trade. After admitting that the United
States’ pesition was indeed extremely difficult, Schweitzer
nevertheless reminded the USA that trade and payments
must he based on norms of conduct agreed on and ohserved
by all, stressing the need for a rapid restoration of principles
of law to ensure regular and just international economic
relations. After noting that the main cause of the crisis was
the enormous deficit in the US balance of payments, Schweit-
zer pomnted out the imperative need for a common inter-
national approach in order to aveid serious chaos in inter-
national financial and trade relations and that as a result
of the dollar crisis changes had talen place which may well
prove irreversible. Schweitzer singled out as the first priority
task the creation of a new system of exchange rates and the
abolition by the Umted States of the smports surcharge,
stressing in particular that he was extremely alarmed at
the effect the present situation is baving on the developing

1 Ibid.
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Countrieq Since ¢ was Creating , new angd Serious obstacle

10 the face of the efforts bemng Made 1 the sphere of develop-

ent by these Countryeg which are already obliged ¢ Tecon-
lves {4

cile the the ¢q Sequences of the American sur-
charge ports ang ts m American ard

Spite certay Nuanceg and Teservationg the ministers
fro Tranee th , 11, Japap, Canada ang a num-

ber of other Countrieg SUpported Schwextzers Proposal®
they Came More Openly 54 In51stent1y with demapds
for an IMcrease 1 the price of gold, | o » ndlrectly o, adeval-
of TS, 1

Uation the do)j nally st,11 e e h1s opposi-
10n to ¢ Proposa], g larmg ¢, t % ¢ ange 1n the price
of gold 5 of o C sigmficance and woyld pe pateatly
a Felrogross; yg Step 1 terms of OUr objectyyg 1, reduce, if

not chmmatc, the rol, of gold I any ey, monetary systom.1
Nor wag CormaHy Prepared to agree to ap iMmmediate abol-
tion of the surcharge on imporig In ap attempt ¢ oblige

the Upyy d States the Dyfcp Finance Minister Nehesen
Suggesteq mbromise gopyy; the gist of whyon could
o pummed yp a0 lows 4 3¢to devaluation of the

these Currencies ) Telation g each othep but not jp rclﬂtw';
to gold, wy, h 1n Practice Meant 5 deferment of !urmal
devaluatmn of the dollar, yet at the Same time 1n the fina
Analysig ;4 Signified , revaluation of the other currencies
Toga certam exyony the Finape, Minister of the FRG, Schyller,
also gy Porte, Connally 9 Position nsofar a5 pg promised
a "scns:ble contrihytyon to a solution Ot the problem on the
bart of hyg Country, altbough he too, alhe,g ndirectly, point-
ed to 1he ecessity of iNcreaging 41y Prico of gold,’s ¢ , de-
dollar, and

n r
Valuing tho g0 ubcequently establishing pow Pdf“{
th, eling did no

ems  Discucsions,

n,
howoyer, showeq that the CTISIS of the Capitalst monctﬂ'{
Protracteqd character and had mos:

ed g
Likely entered 5qg decisiyg slage. The crisis had shown that

—

! oo Internationay Heralg Tribune, Paris, Octoper 1, 1971,
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the Bretton Woods system was no longer relevant to the
current situation. Clearly the time was not far off when
the whole monetary system of the capitalist world would
have to be radically reviewed.

Under the impact of these developments in the United
States, m late November and early December 1971 active
discussion of a plan for temporary regulation of the monetary
crists began. According to this plan the United States
should devalue the dollar and its partners accordingly raise
the parity value of their currencies; for a time the dollar
should remain nonconvertible, while the Umited States in
its turn should abalish the 10 per cent surcharge on wmports
The plan contained no reference to any increase in the price
of gold.r However, 1t was only discussed on an unofficial
basis. The official US position, as expounded by Connally
at the next meeting of the Group of 10 (Rome, November
30-December 1, 1971), was as follows: the United States
insisted on an average weighted revaluation of the exchan-
go values of the currencies of its main trading partners
promising in return to abolish the 10 per cent surcharge
on imports. However, Britain and the Six also refused
to make any concessions declaring that any solution of the
problem must provide for an official devaluation of the
dollar, and the French Minister of Economic Affairs and
Finance Giscard d'Estaing called attention to the fact
that when Britain and France had found themselves in
similar situations they had been given no respite but cbliged
to devalue.® The ministers were unable even to issue a joint
communiqué at the end of the meeting, leaving decisions
on this acute problem to their heads of state.

Further deterioration in the economic position of the
United States finally forced the US Government to devalue
the dollar and abolish the import surcharge, a move also
demanded by the 90 develaping countries, wha on November
29, 1971 submitted a draft resolution on this question to
the UN General Assembly.3

1 Sea The New York Times, November 28, 1971.

3 Seo The Financial Times, Decomber 1, 1974,

3 Sce Le Figaro, December 1,1971; The Times, December 3, 1971,
;g;ihingion Post, December 5, 1871; The New York Times, December 6,
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mimsters of the Group of 10 . Washington (December 17 48,
1971) The essence of the points agreed on can be summansed
as follows the Umted States was to abohish the import
surcharge and tax rebates stemmng from and to devalue
the dollar, while at some later stage the EEC countnes,
Canada and Japan would make a number of trading conces
sions to the United States and revalue their currencies
The changes in exchange rates agamnst the dollar would
come into effect 1mmediately {once money markets were
reopened after « temporary closure), winle the devaluation
of the dollar 1n relation to gold, the price of which would
be 1ncreased from 35 ta 38 dollurs a troy ounce would
come 1nto eifect once the trade talks between the Umted
States and tho ‘Nine’ had resulted in the necessary US Con
gress resolution On December 18 1971 Nixon announced
1n Washington 1n the presence of the finance mimsters and
the directors of the central banks from the Group of 10 that
these talks would take place, welcoming at the same taime
the agreements already reached !

In the communique later 1ssued by the Group of 10 1t was
announced thai the Group of 10 countries wonld themselves
adjust the pamty values of their currencies m relation
1o the dollar as illustrated in Table 21

Did this mean that the problems leading to this acute
crisis of the capitalist monetary system had been solved?
The finance mimsters of the Group of 10 made an official
announcement expressing their satisfaction with the results
achieved, referring to the decisions adopted at the Washing
ton meeting as ‘historic” Representatives of financial and
husiness carcles, however, expressed doubts concerning the
stability, and still more the adequacy, of these decisions
In an assessment of the latter Le Afonde, echoing the mood
of the French busimess world, had the following comment
to make The system conceived at Breiton Woods has
collapsed and that which 1s to be put in 1ts place looks like
a provisional measure "*

The fact that the contradictions within the Group of 10,
or rather between the Umted States and the other mine

1 See The New York Times December 19, 197{, The Financial
Times Decembet 20, 1971
3 Le Monde, December 21, 1971, p 1
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Tabie 3t

ates of Exchange Any cordance vy, the

Nounced ,p, Ac
Washmgton Agreemeng 1

/ Change a5 Percentage

Devaluat:on of the
dollap by 789 per
cent (revaluation of
the poyng by 857
ber cent)
Revaluation of the
West German marh
by 1357 per cent

Revaluation of the
yen by 16 ag per
cent

Germag
markg

308 yen

Revaluation of the
French  france by
857 per cent

Revajuagion of the
Nalan I by 748
Per cent

Revaluation of the

Belgian  franc by

11 5 per cent

555419 I reney
francs

620 ltalap liras

4481 Belgian 50 Belgian
franes Irancg

1 005 Canadiap
dollarses

Dute)y guildep

0935 Canadiap
dollar

Revaluation of the
guilder by 115 pee
cent

Dosaluation of 1o
Suncdlsh Arona by 1
per cent y

Revaluntion of 4 0

Swivg franc by 139

per cent !

Revalustgon of the
schilling 622

per cent

"otk Times, December g9 30d 22, 1971, 12, Fingne
1.

Swedish krona

i97.8 Surgy
francsees

385 Swiss
francye

ST Ay
schullingy

<320 Austr,
schillingy

he Ve y
December 20, 19,
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Continuation
Currency New Rate Old Rate Change as Percentage
US dollar 14100 Tinmsh Devaluation of the
marhste+* Finmsh  mark by
24 per cent
US dollar | South African Dovaluation of the
rand rand by 1228 per
centerEs
US dollar [ Austrahap dol- Revaluation _of the
lar Australian dollar by
6 32 per cent*)
US dollar |Spanish pescta Revaluation of the
Spamish peseta by
8 57 per cent*#)
US dollar | New  Zealand Devaluation of  the
r New Zealand dollar
by 175 per cent
US dollar 440 Venezuel-|448 Venezue- [ Revaluation of the
an bolivar lan belwvar bolivar by 246 per
cent

* The cachange value of the British pound, the French and tho
Swiss franc 1n relation to gold did not change

** Treely fluctuating rate

*¢+ In companson with the rate valid wntil May 9, 1974

s+*+ Temporary rate

*#*sx In relation to gold

*) Insofar as the Australian dollar was adjusted to match the US
dollar as opposed to the Briish pound, m practico this meant a de-
valuation of the Australian dollar in relation to the British pound
*4) A new rate was fixed 65 9 pesetas toone American dollar "Changes
wm the rate of the Spumsh pesela m relation to other currencres
wero as follows revaluation of 1 per cent 1in relation to the Ital-
1an lira, of 15 per cent 1n relation to the Swodish krona, and also
1n relation to the currcncies of Auslria, Deamark, Nornay, Switzer-
land and Portugal, devaluation of 766 per cent in relation to the
Japaneso you, 054 64 per cent 1n relation to the West German mark
and 276 per cent 1 rolation to the Duteh guilder and Belman
franc, the exchange rate of the peseta in relation to the pound ster
ling and the French franc remained unchanged
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Table 21

New Rates of Exchange Announced 1 Accordance with the
Washington Agreement 1

Currency

New Rate I Old Rato I Change as Percentage

Devaluation of the
dollar by 789 per
cent (revaluation of
the pound by 857
per cent)

Pound ster- | 2 go,7 dollars (2 40 dollars
ling

US dollar (3223 West | 365 wos Revaluation of the
German German West German mark
marks marks by 13 57 per cent

US dollar 1308 yen 360 yen Revaluation of the

yen by 1688 per
cent

US dollar  |555419 French |5 11570 French |Reviluation of the

rancs francs French franc* by
8 57 per cent
US dollar 620 Italran Iiras 568 lialtan liras | Revaluation of the
Italian lira by 748
per cent

US dollar (4481 Belgian | 50 Belgian | Revaluation  of the

francs francs Belgian franc by
11 5 per cenl
US dollar |1 00g Canadian {0 925 Canadian
dollarsss dollar
US dollar | Dutch guilder Revaluation of the
guilder by 115 per
cent

US dollar  Swedish krona Dovaluation of tho

Swedish hrona by 4
per cent

US dollar 1385 Suiss[43728  Swass| Rovalustion of the
francss francsess Swiss franc by 13

per cent

US dollar {2330  Austr, 2675 Austr.|Rovaluation of the
schllings schullings sclulling by 62

per cent

_ !
! Seo The New York Times, December 19 and 22, 1971, The Finans
clal Times, December 20, 1971,
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Continuation
Currency New Rate 0ld Rate Change as Percentage

US doMar |4100 Finnish Devaluatton  of the
marhs#s+* Finnish  mark by

24 per cenl
US dollar | South Afrnican Devaluation  of  the
rand rand by 1228 per

contEErRE

US dollar | Australian dot Revaluation of the
lar Austrahian dollar by

6 32 per cent*)

UB dollar  |Spamsh peseta Revaluation of the
Spamish peseta by
857 per cent*®)
US dollar  |New Zealand Devaluation of the
dollar New Zealand dollar
by 175 per cent
US dollar (440 Venezuel-]4 48 Venesue- | Revaluation of the
an bolivar lan bolivar bolisar by 246 per
cent

¢ The exchango value of the Brtish pound, tho French and the
Swiss franc 1n relation to gold did not change

** * Freely fluctuating rate °
3+¢ In companison with the rate valid until May 9, 1971
**s* Temporary rate
*#4++ In relation to gold

*) Insofar as the Australian dollar was adjusted to match the US
dollar as opposed to the British pound, in practice tius meant a de-
:aluauon of the Austrahian dollar o relation to the British pound

*) A new rate wasfived 65 9 pesctas 1o one Amenican dollar Changes
w the rato of the Spamsh peseta in relation to other currencies
were as follows revaluation of 1 per cent 1 relation to the Ital
2an hira, of 15 per cent 1n relation to the Swedish hrona, and also
In relation to the currencies of Auslna, Denmarh, Norway, Switzer-
land and Portugal, devaluation of 766 per cent in relation to the
’ﬂpﬂﬂqﬂs" yen, of 4 61 per cen! 1n relation to the West German mark
and 276 "per cent in relation to the Dutch guilder and Belgtan
frane, the exchange rato of the peseta i relation to the pound ster-
ling and the French franc remained unchanged.
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Countryeg had pey been SUrmoun ¢oq Wag ovenly confirmeq
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! The 9pan Times December 22, 1974, P}
BRIt
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to alleviate the undurstandable resentment on the part of
the developing couniries at bemng wvirtually excluded from
the all-umportant talhs by the Group of 10 Nor are the
developing countries in a position to bring any conspicuous
mflucnce to bear on tho scitlement of these problems wathin
the framework of the IMF, since, as was indicated earher,
their“voting strength” 1n the IMF s neghgible 1415 therefore
hardly surprising that somo of these countries seek ways of
defending themselves outside the IMF Saudi Arabia, for
example, rassed the exchange value of the rial to 4 145 to
the dollar and then announced its right to raise the dispatch
prices for otl m view of devaluatien of the dellar Aftce
revaluing the bolivar (from 4 48 to 4 40 to the dollar) the
Venezuelan Gowvernment annuunced its decision to raise
the price of o1l per barrel by 32 American cents Past expe-
rience, however, has shown that the developing countnies,
finding themselves within tho shacklhing framework of the
capitalist system and 1ts international economic and finan-
¢1al mstitutions, will be obliged to submit to the whims and
dictates of the leading capitalist powers for as long as they
remain within that framework

Lvents of 1972 and early 1973 have to 1 large extent
borne out Soicn Yohoyama’s forecast Stability of the US
dollar and the currencies of other leading capitahist count-
Ties proved an upattainable dream. In 1972 the question
was once more raised as to whether the US dollar mught
be substituted by some other kind of reserve currency
According to many oxperts on monetary problems it had
hecome abvious by carly 1972 that the first devaluation
of the dollar was inadequate for it began to fall agam
and the price of gold to mse The *dollar cscape’ from the
Umted States to Lurope, Canada and Japan and the
escape from the dollar’ continued so that by mid-1972
a floating rate for the British pound had been introduced
This was soon followed by a floating of the Swiss frane,
the Italian hra and the yen Another factor of ymportance
wm this connection 1s that the dovaluation of the dollar
and other measures undertaken by the US Government
both before and after the Smuthsoman agreements and the
revaluation of a number of LCuropean currencics and the
yen did nat bring any tangible irade advantages to the
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Umted States, whose balance of payments for 1972 showed
a largo deficit 1n excess of 6,000 million dollars.

Trymg at all costs to improve this situation the US
Government carricd out emergency devaluation of the dollar
on February 12, 1973, reducing 1ts gold-price by another
10 per cent, 1¢, practically rasing the prico of gold from
38 to 42 22 dollars per troy ounce 1lus sccond devaluation
of the dollar was carried out withoul any pressure being
exerted by the USA's partners 1n tho Group of 10, however,
they did not oppose this step but rather acknowlcdged 1ts
“expediency”

However, not oven threo weeks had elapsed alter this
second devaluation when a new monetary crisis lut the
whole of Western Curope, Canada and Japan, caused matnly
by a new flood of “hot’ dollars 1nto theso countries their
central banks, 1 order to maintain the eachange rates of
their currencics, were obliged to buy up over 3,500 million
dollars 1 the course of a week. This dollar flood 1 s
turn gave mise to a “gold fever® and there were days when
the price of gold soarcd as high as 95 dollars per ouncel

This new monetary crisis undermined all confidence not
only 1n the exchange rates established im Smithson but
also 1n the monetary system of the capitalist world as a whole.
The monetary chaos led to a situation 1n which the money
markets mn London, Frankfurt, Brussels, Amsterdam, Vienna
and Tokyo closed down on March 2, other stock exchanges
soon followed st and remaned closed until March 19

By introducing 1ts second emergency devaluation the
United States had taken up a passive stand, leaving the
worrying to 1ts partners in the Group of 10 These new tac
tics can be explamned by the fact that the US dollar 1s nml;’
practically non convertible which means that the Urutel
States could now stop spending 1ts already hmited nfﬁcm@
gold and currency reserves on supporting the external P“Ct
of the dollar, seeing that there does not yet exist any dl“‘fg
financial means for compelling the US Government to ¢

this

In these conditions the couniries of Western Eur:?é‘)i’sr
Canada and Japan were able to tahke the followmgl walm
to counter the speculative flight of short term capita tho
the dollar to their currencies by selting up himts for
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inflow of the US dollars, introducing lemporary but extreme
wnflation of their dollar reserves, refusing to buy dollars
at the current prico which usually leads to a temporary
nse in tho exchange rates of these countries’ currencies in
relation to the US dollar It was these measures wluch all
these couniries wero finally obliged to resort to en masse
during the latest monetary crisis, ai the beginmng of which
certain countries had been introducing them independently
on their own mitiative

This ensis hod been the most mmportant item on the
agenda of cabinet meetings 1 the TRG, Britam, France,
lapan and ather cauntries Lt alca provwded the main subect
for talhs between the British Premuer Heath and Chancellor
Brandt, when Heath paid a two day visit to Bonn on March
12, 1973 At that very juncture the Federal Bank had
been obhged to buy up close on 2,700 mlhion dollars that
had flooded the I RG During the search for joint measures
designed to protect their currencies from the “dollar mva-
ston” the 1dea of joint floating” of their currencies aganst
the dollar was tirst brought up 1n DEC hinancial circles
Thero were defimte grounds for bringing up such an 1dea
since a customs umion had been set up within the LEC
frameworh, the smterdey of the C
Market members was on the increase, and there was already
talk of monetary union, although the first attempt at such
an 1nnovation 1 1971 had been halted, as it happened,
by the rush of “hot dollars™ into Western ECurope, which
had led among other things to the establishment of a floating
rite for the West German mark

Another diificulty was the fact that while the West
German mark and the French frane were relatively well
balanced at that period, both these currencies were stronger
that the pound and the lira This meant that the setting up
of any monetary union would nvelve a review of the panty
of currencies within the EEC

Nevertheless the EEC s Dxccutive Commission drew up
recommendations for joint floating of the currencies of the
varjous EEC members and for stricter control of currency
exchange 1n order to protect themselves against the dellar
menace” Alfter discussing these proposals the finance mini-
sters of the Nine reached the conclusion on March 4, 1973,
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that 1o seale gang &e0graphea) exlent of 4, monetary
Crisig demanded that other Countrigg should also take part
1n dxscussmg Wiys of Putting 4p end to g and aboyg 4]
the Uniteq States Japan Swedep Swuzerland and Norway
The I\Ianagmg directop of the IMT, Pierrg Pay] Scbweltzen
Was inyypeq Lo atteng the meeting of LEC finance ministers

ter cepggyq hesitation the Unyqeq States and other
leadmg Cipitaligy countripg not Memberg of the EEC,

agreed o 4y Meeting extended Group of 10 1n
ars whyep opened ¢ farch g 73 torge P Schylys.
the g S t. Treas, 'y made ;¢ clear night from

CCretyp he i1
the starg that tfj, Uniteq Stateg Wwas not Prepared to meet
e demapqg Made by, the Epc membep countries Particu
larly those of Prance calling fo, the USA ¢ take an active
bart OPerationg 1 the Mmoney Iarkets to Support the
dollar for 1p Dractice this Would haye meant a parpa]
estoratgy of the dollar & convembxhty and would have
Decessitateq that the Uniteq States Cither dpay, on Its own
Currency, reseryg or take loang from other Countries [t
should he Boted ihay g demapg, AMong others, yag agreed
on betwep the finance Mlnsterg of the g countries at
thery secong meeting 1 Brussels on March g 1973, 1e, on
the day before the extendeqd Meeting of tho Group of 10
n Pargg

At thg Meeting the Chau‘man of the LEc Monetm"y Com
Mittee Bemard Cla 1or Dresented dacument drawn up
el on behalf of the Commumty The
contents of the documeut Werg elucnlatcd by Wil ‘De
Clercq (Belglum) Chairmg,, of the o Counc;] of Mimsters
It called fop the [ollowmg that the attending countries bo
obligeq o protecy theyr currencjeg (henco yn this particular
h ¢ o talo steps to
uphold tpe exchangg pyp, of the dollar), that they all sl?l’
Up contro} ove, Omestic anq mtemauonal hquid funds
the bank Tato m the Unjted
States Would haye 0 be rajseq and that of ghe LLCcountries
Imvered), that the central bapjg of theso countries ng longer
malke direct OF ndiregy Wy estmoentg of capita} m Eump‘ﬂlﬂ:
Markers, but take ste 3 10 curta)) such operations 1n grde
to prmontsurpluscs of hquyyg Iundsmod:um term US Govern



IMPF AS SAFEGUARD OF IMPERIALISM MONETARY SYSTEM 243

ment bonds be released on the Eurodollar market, the move
ment of capital be made subject to control (mn the United
States’ case this meant stmcter controls over long term
leakage of capital and guaraniees to repatriate dividends
and extra income obtamned by American companies abroad)

In his reply US Secrctary of the Treasury, Schultz,
although he twice stated that the United States was ready
to co operate 1n searching for a solutton to the crisis, gave
all those present to understand that the USA expected 1its
partners to revalue their currencies and make other commer
c1al concessions to the Umted States It was clear that the
USA was gomng out of 1ts way to turn the crisig into an
advantageous opportunity to pursue 1ts ewn particular ends
The upshot of this was that the meeting of the extended
Group of 10 reaped no obvious results

The next meeting of LEC finance mimsters which was
held soon afterwards (March 11 12, 1973) also failed to find
a solution acceptable to all members the FRG, France,
Belgium, the Netherlands, Denmark and Luxemburg agreed
to mamtam fixed rates of exchange in their commercial
operations with each other admtting of fluctuations not 1
excess of 2 5 per cent, and also to stop supporting the dollar,
however, Britain, Italy and Ireland, after announcing an
independent floating rate for their currencies, did not give
support to the resolution of the majority of EEC members,
although promsing o do so once this became possible for
them In the course of this meeting the West German Mini-
ster of Finance Helmut H W Schmdt announced a 3 per
cent revaluation of the West German mark The EEC Council
of Mimsters decided that revaluation and floating rates of
exchange for the six above menfioned countries would come
mio force on March 19 1973 1In order to implement these
new decisions the BEC Commission was to elaborate appro
priate measures, providing among other things for a restruc
turing of short term currency maintenance, and the condi
tions 1n which a gradual pooling of currency reserves should
take place One of these measures was the setting up of
a BEEC Fund for Monetary Co operation at the beginning
of Apnl 1973 (1,400 mlbon umits or approximately 700
mithon pounds sterhing) The wncomplete sohidanty of the
EEC countries on this matter led to disappointment yr ERG

18~49138 ;}, &,
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pobit e Garcdes athough n these same eirches 16 had been
hepch thath beision of the six 1bove mentiened countrics
would sy b supported by Sweden, Norway, Austria and
Switsertn b g wd Lanada followed 1 the footsteps
S Brtun itdy wd Iroland mnonnemyg that they would
Hoat thas curedneses

Lus mont ithat by the sccond half of March 1973 the
monttary cisis had developed into what may be described
as partally dirceted curreney drift , which mn the apuion
of financial carches from the Group of 10 ought to ensure at
last temporary stabnlity Howover, many experts were o
tht opruoen th'it the erisis had not been averted and that
the lull was Bo more than 1 terporary “cease fire”

More thin hkely the same gocs for the measures adopted
by the ELU The attempt by six ELC countries to adhere to
mote or less hixed rates of exchange m their commercial
operations with ewch other and allow Huctuatien in these
rites only agunst the dollar, was a move designed to pre-
serve possible advantages stemming from stable rates for
trading and other transactions within the LEC The mam
powmnt at issue was whether their exchange rates would
prove relatively stable as forecast by the economists of the
countries concerned most tmportant in this respect were
varying levels of inflation and other cconomic factors It
should also be noted that jomnt floating of currencies of the
s (or the mne) LEC countries 1nvolves wnitially a hugher
rate agamst the dollar (in view of the surplus of dollars
m Western Durope), which gives the United States cerfamn
trade advantages wnsofar as prices for American goods in
Europe drop and prices for European goords mn the Umted
States show a nise

The French newspaper L Humanite had good reason 10
voice uneasiness 1o ¢onntection with the fact that the exchange
rate of the franc tied as 1t was to the West German mark
18 a result of the recently agreed fuctuation lumits, nught
well eventunlly have to be revalued 1n relation o the dollar
which would undoubtedly lead to negative consequences for
employment m France Further, insofar as the laqdm%
positron n the “currency drft was bemg assumed by W‘;f
German mark, 1t was preciscly m this direction that the
ELC was headsng at top speed And to be sure, whereas
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previcusly it had only heen the exchange rate of the finan
ciers franc” that had fluctvated (t e the franc employed
1n the sphere of capital movement) after the decision adopted
at Brussels on March 12, 1973 similar fluctuations became
the order of the day for the commercial franc In this
connection the L Ifumamte correspondent called attention
1o the fact that the exchange rate of the franc was bound to
fluctuate tied as 1t was to the mark, which meant that
France ran the nish of finding herself 1n a mark zone n
the final analysis France stood to lose on all counts?®

In summing up it would appear that the recent monetary
cnisis 10 the capitalist world was characterised by a serlous
clash of US interests on the one hand and those of Japan
and the West European countries linked together within
the EEC on the other The existence of differences within
ithe ELC prevented the latter from obtaimng any major
concessions from the United States, which in exchange for
monetary concessions demands major trading concessions
from the EEC countries Canada and Japan, mn party
cular with regard to trade i agmeultural produce This
came {o the fore in the hill on forergn trade put before Con
gress by Prestdent Nixon i April 1973 that was designed
to consohdato US positions at international monetary
and trade negotiations

Yet the losses recently incurred by the Umted States
should not be underestimated two devaluations of the
dollar within fourteen months on the one hand serrously
undermined confidenco in the dollar and on the other did
nothing towards ehmnating the fundamental defects of the
American economy The balance of payments deficit 18 even
more serious than before, and a way still has to be found
to repainate the tramp dollars , whose toial 1s probably
somewhere 1n the region of 100,000 million

Monetary crises of recent years have shown beyond any
doubt that the capitahist monetary system as lmd down al
DBretton Woods 1 1944 has virtually come apart at the
seuns Stable eichange rates have proved a myth The
days are over when the dollar was the foundation of
this monetary system, and the exchange rates of other

1L Humamité, March 43 1973
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Currenceg T0se angd fo) I relatron g4 the dojlar The first
Signs of yh, fina] collapsg of thg Wonetary System came

n
Monetary bloc of the Ero Countrieg yyg taking shape The
ek of Stable raeq of exchango 1 s turp Mpedes normgal
mtematxonal trade and p:zyments, and the conclusion of
¢ deals w)tp DPayment ¢, follow ag Wwas com

monly Practiseqd earligr
these Conditigng what gy, the Prospects for reform of
the Monetary System? What does the future hold for the
IMF» So. eXpertg Mantayy that 1f the marp Currencies
Contmye ¢, 04t 1n the future, this wyjy Mean that the Dost
Importapng of a Monetary, reformg Wil have been Introduced

They Would hayg g believe that the only task then outstand
TeC on sop, Sel of ryjegn for admissiblo

Scale apg Tate of ﬂoatmg, for Otherwise currency warg
Wwould breaj out  They also hold that ;p this situation
Problemg such as ¢, convertxbxhty of Currencies, the pre
nd ext 0 » would then
lose Virtuaily a1 Significance
The question Temais ag tq what happens 1, tho case of
the extrop o) large numper of Countries, 1ncluding the
ich continue to
mamntap the Jomnally Stable exg, ANZe rates of theyr cur
Tencres Yegardlesg of Whether op Lot they are “tred

other Currency {such a3 the dollar, the bound, the frane or
n f la our, normal interng

or encles, ete It 15 1p

this hight that the decision of the Venczuolan Governmentl;t’
(February 1970y should b assessed,

and hlkewigo the decision of the West African countries to
reform therr Monetary union and gop Up an autonomous
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monetary system (with French participation), so that they
might be 1n a position to manage their own currency reserves
the latest monetary crisis was one of the major factors
leading these countries to take this particular step

Finally, 1f the wmportance of reserves 1 the context of
currency floating 1s really on the decline then what sense
1s there 1n new 1ssues of ‘special drawing rights”, 1 e, of
new ‘paper gold”, the imvention of which represents the
latest “achievement” of the IMF

It 1s difficult to say how the main capitalist countries
will find their way out of the monetary crists and what forms
the monetary reform 1 the framework of the IMF will take,
af 1t 1s to continue to function It would appear that any
mare or less sound reform af the monetary system (as far as
soundness s attairable within the capitalist system at ats
present stoge) must be based on a standard the value of
which 13 acknowledged, or at least mot challenged, 1f not
by all, still by the overwhelming majority of countries
The latest outbreaks of the monetary crisis made 1t devasta-
tingly clear that m the capitahist world of today there 18 no
swgle currency which could provide such a standard The
only conclusion to be drawn in the circumstances 1s that the
only standard on which international settlements can be
based 1s gold {the value of which no one guestions) and that
all currencies should be aligned with the latter, after a new,
more realistic price for the latter has been agreed upon,
of course

Thus 1t can be seen that over a period of 28 years the IMF
has failed to make any conspicuous contribution towards
a normalisation of the capitahist financial and monetary
system or towards the advance of world trade Durmg
the said peniod the currencies of the IMF members have
1 all been subjected to aver 100 devaluations and revalu-
ations The crisis of the capitalist monetary system has
become chronic While champiomng the financial and
monetary interests of the monopohes of the leading cam
talist powers the IMF has become an instrument of neoco-
lomalism promoting the financial fettering and systematie
plundermg of the developing countries
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The Signing of the Trealy of Romet Naugurating g
European Economlc Cmnmumty (CEC) and the adnussiol
Lo the latter of formep African colontes of France Belgiun

aly ag

colongq} empires o that Continent At that tme plans were
also being hatcheq although these 1ever matersalisod for
Creating “a ﬂounshmg commonwealth of two Continents
(the Eurafrg, Pplan) a%sessed by 4p, Indian journal
he Eastery, Ecanomz.rt 1n the foHowmg vemn

€ econom;¢ future of tens of millions of people 1n
terntones Scattereq about the globe has been staked on
2 project Which the,y TePresentat; yoq had no part m dewst
ing 1 certan of these olones ¢, fear 15 expressed tha[
therp mcorporatlon m Eurnmarket heralds A new form ol
Super Nationy) Mperialism 18 which 5 large Part of Africa
becomes the dependency of al} West Europe Subject at once
to the Pohiticay dommatlon of Paryg and the econonmic doms

Ve: Germany 3

958
¥ Signed on Mareh 25 1957 ang eflective from January 1 ¢

* Frgnce the FRG Italy Belgium the Netherlangg Luxemburg
3 The ZBaster,, Ecormml:t February 28 1958 P 463
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Unlike LFTA—no more than a customs umion—the lreaty
of Rome provided for n economic umon m the confines
of which commodities, caprtal and labour power could
be transferced without any restrictions The treaty also
provided for the gradual abolition of tanfs and quantitative
restrictions 1n trade ! the establishment of unmified tanifs
and elaboration of 1 common trade pohcy tn relation to
countries outside the ELC the taplementation of a common
agricultural policy and the co ordination of the economic and
finance policies of the six member countries

In order to finance the schemes required to mmplement
the goals 1md down 1n this treaty the foliowing bodies were
set up the European Imvestment Bank (EIB) ? the European
Social Fund to cover expenses resulting from the supplemen
tary truning and transfer of Inbour power the Development
Fund for Associated Overseas Countries and Territories to grant
a1d to the African associate members ® Other bodies created
at the same time 1ncluded the Council of Winisters on which
each country was represented by one politreran of mimsterial
rank, the Commusston, the Court of Justice (for setthing dis
putes in connection with the implementation of the treaty}
and the Assembly (attended by members of parhament from
each country) The headquarters of the EEC 1s in Brussels

Lach of the six countries when joining the ELC was
naturally aspiring to promote 1ts own interests The Federal
Republic of Germany for example counted on finding new
marketing outlets for the ouiput of 1ts ferrous metallurgy
chemical 1nd engineering industries in the other countries
of the Common Market, and what was particularly impor
tant, on gaiming wider access to the markets of the former

* Over 12 15 years in three stages the first reduction 1n customs
duties and quantitative restrictions in trade with o tle ECC was
carrted out on January 1 1909—duty rates were reduced 10 per cent
and 1mport quotas were inereased by an average of 20 per cent the
second reduction 1n customs duties was mtroduced on July 1 1960 and
the second 1ncrease 1n 1mport quotas was introduced on Japuary 1
1960 simalar reductions were introduced regulasly in subsequent yeais

2 The declared assets of the EIB were 4 000 mullion dollars of
which 250 million were paid up The share of France and the FRG 1o
the LIB s paid up capital was 75 nulhon each

3 581 milhon dollars 400 million of which was contributed by
the TRG and France shared betlween the two of them cqually



280 NEOCOLOVI ALIsyy METHODS AND HANOEUVRES

Frepep Belgyqp and Ttaliap colonjeg I Afriea France
on the o her hang counteq o, expanded markets for the
Sutput op her metallurgxcal chemycy; and ayrerg gy ndustries
nd alg, for hep A8Ticultyp, Produce The Beneluy countrigs,
Which o4 that time g the lowest Clstomg tariffs 1y Europe,
“ere o ing tq 2 from p Teduetyop and subsequent

D.
abolitig, Of Custop, Uties py 4p, » France ang Italy
The leaderg of the Six also had Teason ¢ believe thy; the
Measyreg plemeny d to Promg CConomg ¢, ordination

Clveen ghq Mmembperg 18ht cregt, definite DPossibihties
for the con, ol:datwn of therr Jomng economye Power1

I Portang 4, b at thag ¢, © Britamn came oy
against ¢ o1 Markey g € 0f 145 a1ms was to oust
Titig Mod;¢ € Markets of Western Europe
a oc, Africy Th €Xplaing Britamn’s desire
to ne Talise Particyla, Sequences of the creation
and actiyypy, of the y Jolnng 3¢

Equally revealmg 18 the fact that the Treaty of Rome

lard down 4 8enera] 28reemen Teached by the S1x¥ for their
Joing eXplmtatmn of the a8s0c1ateq countnes, which gave
the treaty Iits es.sentxally neocoIomaIxst charactep

By of { he ny mber of Africap countries
associateq With the Teached 19 These were first and
ore, Utries o the Af, Iahgasy Union (Dahomey,
the ¥ Coast ¢, Pber Volt, the Niger, Chad, Senegal,
Mauryy a, bon, the Centry) African Republw, Congo

mzzavxllel, Came, oun, the Cpublic of Mal1g15y) and

Ruamh, Burunds

m addnuon oy . Malx, Samqha, arre,
1957 the Countries of the Afre Malagasy

! The ELC Creates conditions 4, Promotq ¢}, EXpansion apg growth
of produclmn mats By, opoanmembcrcounlnos 0 maky their compmogd
Ities mop, Sempetitivg 1y © Markets ang Stmulat, capitalist
spocmhsauon and €9-0peration of Productyon Bihin the LEC

2 The Common Market g,4 Internatisngy Relations 7, Western
Europ, Rusg oscon, ogrosg Publishers 1970 pp 89-142

3 An 2CTeemeny rnmwdmg for the association of N:gcna was signed
" Lagos op July 16, 196
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Unioen, which had then not yet gained their independence,
were affiliated to tho EEC for a term of five years, naturally
without being asked for their consent. The association of
these former French colonics, of which there are now fourteen,
the hasis for which was drawn up in Annex IV to the Treaty
of Rome,! provided a model for subsequent association of
other African countries with the EEC. After these countries
had gained their independence in January 1961 a meeting
for members of parliament from the EEC countries and the
African countries concerned was held in Rome to discuss
conditions for their permanent association with the Common
Market. In June 1961 a new conference was convened in
Strashourg to elaborate regulations for matters of trade, sta-
bilisation of prices and aid te the associated countries and
territories. It should not be forgotten, however, that up until
June 1964, that is before the First Yaoundé Convention came
into effect, the associated countries were not represented on
a single EEC body.

‘What advantages did these countries gain from association
with the EEC? According to the conditions of asseciation
the European countries undertook to grant the associated
countries the same privileges that they grant one another
with regard to customs duties and import quotas within the
EEC framework. If these conditions were strictly observed
then of course thoe associated countries could count on
certain advantages from trade with the EEC countries,
insofar as commodities from third countries were subject
to high duty rates of a unified customs tanfi. In practice,
however, things worked out very differently. Since commodi-
ties from third countries and the EEC countries were more
competitive than commodities exported by the African
countries, the EEC preferential tariff scheme in practice pro-
ved a pure formality. Furthermore, the EEC countries more
than once violated the Treaty of Rome and the association
agreement: for example, on January 1, 1959 the FRG reduced
its customs duties for third countries on a number of tropical
commodities. On various pretexts it kept refusing to buy

1 See Alan Campbell, Denms Th [ Market Law,
Tezts and Commentartes, London, 1963, p. 268,




bananas from the Ivory CoaSt, lmportmg them 10stead fropy
Culombxa ang Ecuador Somnlm also fings Itself yp gainst
Major dlfﬂcultles m gtg efforgg to sej} bananas to taly and
Other LE Countpog On the Other j nd, the EEC COuniries
Colicly g, Specia] 48Teemen allowmg for DPreferonyyq) trade
With third Coungrog Which Creates addition,; Problems
for € exporg of commodltles from the 18550C1ated countries
to the E Countrgq The EEC has conclude, Speclal agreq
ents f thig king with Argentma, urkey, Greece, Uruguay,
Spaig Austr), and Ispaop !The 502380 Countries hay, also
Suffereq consxdemble losseg 35 a regyly of the averall dete
OF them ncluding those
With; e C framewo k Durmg the firgy five years of
3} un o, Tices gpn €YPorls from
the )y went y by over 40 °r cent, while Prices for °xporls
from the assocxated Countryeg Over the Same Pertod yopg up
Y a merg 810 Der ceng Since then trade Conditong for the
a550¢) 4t 04 countr g With the EEC have Contimued ¢, dete

The Creatiop Withip the LE¢ [mma“ork of the DmeIDP
Ment Fung for lssocmted O\erscas Counmes and Territories
(nrth assets of 581 250 000 (lolhrs) WS designeg to provide
aking ofconcossmn to the 18501 1t0q counmes, Contributiong
o thyg total | cre Pporiioneq mong ¢po EC member
Countpeq a5 folloyg France and the Frg each contripyged

Q.
200 milliop elgrum and th, Netherlands 70 million ggely
Italy 49 HUllon p, mby 1,200, ollars By 1,5
sho 0 for p Colonyey Franeg Managed {4 50,

Conce, r
to ¢ that g9 ber cony of thig Money ¢ Nvested precisely
i these countryoq 1y 13 5o Sigmfican, that the TRG, eager
o fing 1 foathnld mn Africy and usin y among other means
to thg end oy ¢ chinpe 3, SUpporteq France 10 this magger
s ¢ Tesyly ony {rom 1), Deve Opmeny Fund v o4 allocated
durmg tho firsy fvo yoarg 8 folloy g2

CX taty g Hero poap, teng hell ¢4 AMargo for Al":;l:"
ITemeny BIh Bragy Sweden Irap Malty Teban g ang's

coyy trros
2 The 1o, o Fingnery Nesources 4, Dereloptn, Countries 1 1451
Okep "n 248
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Table 22

Funds Allocated

Countries and Territories (as a percentage
of the total)

Countries and territories of

the franc area 88
Former Belgran colomes 5
Former Itahan colonies 1
Former Dutch colontes! 6

More than 40 per cent of this money went on the creation
of infrastructure or on premnvestment requirements namely
the securing of favourable conditrons for the mvestment
of private capital from the EEC countnes The following
data Listing the allocation by purpose and actual spending
of this Fund s resources illustrate this?

Table 23

Allocatton by Purpose Total (;?)]519 gg“a“)

Bridges and roads 106
Ports 24
Railways 22
Surveys 9
Town plannmg 17
Agriculture 90
Education 54
Health services 39
Total for the five years 361 million
—_—

* By ile end of June 1967 tho total sum grant ] 4y 4
EEC to West Inan Surinam and tho Duteh Aplilf 5 MI)“II‘;(}I"’M:
appraximately 15 800 000 dollars

* See Bulletin quotidien d Afrique Janary 3, {444,
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Durmg the firgt o years after the Mauguratigy of the
LEC 1 mypy, 63 miljyopn dollars y,q allocateq 1, , @ associated
Countrigg 1y, the formy, of 1 0n the Compulsory conds
Yons for the Teceipt o this a9 from th, Fund 1 the form
of  nop Tepayaple Credig sranted go. Specifie Durposes
Was that the Projects 4, Which fundg were devoeq pg under

b Tom the ppe Memper countries Ip
this connect) oy 1t s Stgficany that Frencp firms had the
blggest share of the Contractg for deve]opment Projects ?

Thus ¢, Teason fop Setting up the Development Fund
Assocyat d O Seas tries ap, Ten 180165 and othey
sch, g aid o the associated countries ywag
o COUsolidate the LE; onomye Ooting 1p these countryes
my; a: Wwhole an for the mdividua]
eMbers ang to tie Af, to the cconomy of ‘the pre
Countpy,
It 1g ereforg p WPNsing ¢4 the assocrated countyyes
eMangdeq iMproveq terms fo, hy association with the
C 8 negotiatigng for €W convenyon 1961,
which obligeq Six Dumber of concessions

ki
One of these yy,g therr Agreement ¢, Set up 4 Stabilisation
fund Which Was to gy, the associateq Countries s, guaran
tees 2gainst th, losses they Suffereq g 2 result of the sharp
drap 10 prices o0 they tradltlona] eXports Another ¢on
s 20t to make @ small increase
In the otal cap oy of the European Deve]opmont Fund
(EDF) Which hagq Teplaced 4, Dnvclopmem Fund for 150
Clated O‘erseas Counmes and Tcmtones bnugmg s total
Tesourceg up to Sop millopn dollarg 3
10 new associatyop conveny,q, has signed 1t a conferenceo
0de on Jy, y 1963 (Thq Furst Yaou,
and came nto effecy after g Ttification on Jup
Conference auguryyey the rollowmg asso
Couneyy of ASSOL‘HIIIOII (consxsl.mg of Members o,
Councj) of \ IMsters tpe L Comxmssmn and tho repre-
Sentatyypg of the WSsoc1ged countncs) the lssociation
! Economy, Transition 4, {rica od,40q by Mol 5 Herskovits
and \hlche" Harw g Londop 1964 PP 364 G5 \pel 9.
19&: The Dayty Telegrapy Apnl 4" {o67 L Unine Routelle \pnl 9,

3 Economi, Transition n irtea PP 36465
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Commuttee, the Jant Parliamentary Commuttee and the
Court of Justice The Parhamentary Committeo1s made up of
members of the Buropean Parliament and representatives
of the legslative assemblies of the associated countries
The convention, whose term of office was set at five years,
regulated the allocation of the European Development
Fund s resources and those of the Duropean Investment
Bank According to the convention the ard! granted to the
associated countries over the 5-year period 1n question was
to be apportioned as follows?

730 million dollars to the coun-
tries associated
with the ELCC

500 mllion dollars of this total for
technical  ard
70 mthen dollars to other depen-

dent territories
(French, Bel-
gian and Dutch)

800 million dollars 1n all

Part of the EDF resources was also spent on premnvest-
ment' purposes, such as improving and bwlding roads and
bridges 1n the Upper Volta, Mali, Senegal, Burundi, Zaire,
on improving water supply in the Central African Re
public, on trammng medium skilled personnel 1n the
Central African Republic, on building five hospitals and
a land reclamation scheme 1n Algenna Co operation between
the CDF and IDA 1 Africa was directed towards simular
ends 1 1964 the EDF and IDA started jomtly to
finance road construction projects 1n Maurttama and
Somalin # In March 1967 the EDF started financing s1< new
projects with a total cost of 19,700,000, thus bringing the

—_——
! In the form of long term loans granted usually for a term of

25 years at an aonual rate of interest of 5—§ per cent and also

ued\tz and subsidies P

es moyens financiers mis & la disposition des pays mains developpes

1956 1963, OECD, 1964, pp 137-38 pay or
3 World Bank’ IDA’ Annual Report 1964 1965, p 5
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total of yy Imblhuos up to 379,150,000 dollars Tpesq pro
JeCts inelygeg Planting 4, area of ghoug 10,820 acres jn

dMeroyy WMth  pajng (financeq an LIB loan of
6 482 000 doll ws), modcrmsmg river transpory m the Congo
(Br'IZZaVl“L) n o

ubsidy of 1,944,000 4 lars,

e co clig 9Ur schogls yp Somahya yip an EDF
Stbs; 2 43,000 dollar: the my, Crnisation of man
Toads yp ¢ Upp Volta With an Epp subsidy of 7 413,000
dolfrg v 196 DF sigye agreement with
alre Nce ), constrycton 4, A and a power
trmsnussxon 1ne Costing 18 mlhion dollars I November
th ant he Cp tral Afriean Republe credit
amuuntmg t mlj, African rancs fop Cquipping the

bort of Nop, 1 The followmg Isa Summary Jisy of the allacf
tron by Durpose of all the Fund g Tesources (percentages)

Agnculture 449
Infrastructure 37.7
ducatign and trainmg of
nediym leve] Personne} 100
Health facihityeg 46
ndustr 11 53

stcellaneaus

There 15 thus pg rea] difference between the EDF and
the Development Fund for Associateq

com e
for Associateq Overseas Countrieg and  Terntorsps 54 39
Mportant ¢, bear 1 ming thag Siice the ppF was founde
Many Bpe members Jqy, fallen Prey to mflation ang theltl‘
Currenc pg have deprecmted, Which means thag ,p cﬂ'BIC
o rey) 1ncreasg 1y the extent of the a1q made available
Lo thesg Countries 104 place LEC Tepresentatyy og tbemscl\f‘_s
have been obhiged g admt th, nadequate gp4q mndgﬂz
tageoys charactep of this arq for example, Robert Marjolin,

!In order to facilitaty CXPOrt of fimpe, from the U per Volta
and Sang, Basing
2 Bulles,, quotidte, d'd/nque, January 3, 1969
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representative of the EEC Commission explained the rea
sons for the developing countries sceptical attitude to this
side of the DECs activity in an interview for Le Figaro
m October 1969 1n the following hight Too often donor
countries have been pursuing selfish ends that have nothing
to do with development protection of thar position of
tofluence, stimulation of exports not of vital importance
for the recipient country, short term loans and credits at
ugh rates of interest giving rise to an accumulation of debts
that will prejudice the developing countries financial
future  Let us also add general deterioration of trade
terms to the detriment of the developing world ' After
making this admission Marjolin however did not answer
the question as to whether EEC aid drifered from the hilat
eral aid granted by EEC countries and whether the latter
were 1ntending to alter their policy 1n this sphere 1 any
wa

¥ Table 24

Extent and Allocation by Purpose of EIB Loans
to the Associated Countries wn 19682
(m:llions of dollars)

g =85
s l22|8 |8 «5| Fgs
Countrles 1B §E F8unl 2 3153 S23
sl g |ssless18 | € |83 -
) 2|52 %23 5 | 2 |5B| GE=%
A& |d&5l<E5| 3 | & |4 aad
Mauritania —l—- 1| = | =] =1 =114
Senegal — =] =] —=|=1]24) 244
Tvory Coast ~l—]— {108} ~ | — | — 10924 )
Cameroun 41— ) — 24142112 — §5(18 B)
Gabon —l2al—las{—~{os] -] 3202
Co: go — 9 — | ~{1—=1—= 9 (20)
(Brazzaville)
Total l/A 23]20 3oflt12(16124(450

—_—
1 Le Figaro October 25 1069
? “Les Marches tropicaux ot d » Llexportateu:
frangais October 25, 1969
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As for EIB 44 8rants of 4iq to the associated countries
are far from large a5 can be seen from the figures for 1963

e figureg show that loang Were recejyed by countries
enJoymg relatyye soIveucy, and thyg the Joany were set
aside for Projects Which, , th,

W

]
specxal~purpose loang from EDF Tesoure

1 frastrye. Per cent

Countryeg /{: a:g;gm/ Agricur. /‘,’,’,‘;‘.fssf,';’g / Totae / of total
Maunitan,, 28 28 9.0
Dory goaqr 8 3 9.6 308
6 %5 [ 45

I —_—
Camemun 24 5 1.6
Chag —~ - 12 1.2 3.8
Ceatra} Africap
Repupy,e . 02 - 0.2 0.6

*In addition New Caledon;, fFecerved 4 Jou, of one mxlhonoggggf_’
for the dsvelopment of her lufrastmcturo and Suripam 1,900,
lars ¢ the samg end,

On July ¢ 1968 the associateq countries were [orfiné!l{g

Branted gy, rightg to duty-froe EXPort of heir ‘£ommo ld‘d
ountryeg, bowever, as noted earlxe{. ih{SI t‘

Bot megp at all thyy they haq Zained equal trading rig) ‘I:_'

For CXample 14 associateq counln’es—{ormer French. Ww

Nies—gty ) €xported thojy fommodfjeg ¢, France accordml,’ls_
tarff Fulings Jajq down foro assoctation, There also ex,

S exporteq from t} associated counll;l};-‘?i

Fma"y it mysy also pe taken ing, account that thapﬂ‘l’i‘(_s

Concessyong Made in th, interestg of the associated coun rdn

and the loans from, the EpR aud the Efp are more than "ll;,"nn

o ¢ the ad\anlagos gained lhmugb lh.e applica e

of other ncocolonmll'st economic g trading “mehiods.

1T Marchés tropleayy ct mt‘duérrnn&-ns". Lxporsatenr fran-
fair, Octoper 25. 193,
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This emerges quite clearly from any study of the way 1n
which trade between the associated countries and the EEC
countries has developed First and foremost 1t should be
pointed out that the prices for commodities exported by
the developing countries, including the assoctated ones,
were falling conspicuously, while prices for commoditres
wmported by them from the advanced capitalist countries
are nsing The following figures for the perrod 1954 62
illustrate this trend

Table 26
Changes m Export Prices and the Terms of Trade*
Typical for the Industrialised Captalist Countries
and the Developing Countries (1958 = 100)
Export pricest Terms of trade
Years Y| b Industrally [ o
developed | “countries doveloped | “countries

1954 97 105 96 109
1955 a7 105 96 108
1956 100 104 97 104
1957 103 104 o6 100
1959 99 98 102 99
1960 100 98 103 99
1961 101 95 104 97
1962 102 94 105 26

—
* The terms of trade— the correlation between prices on goods exported
and ymported by the country in guestion

Tlus shows that the indices for the export prices on com-
modities from the developed capitalist countries rose by
& points—from 97 i 1954 to 102 1n 1962, while the indices
for eaport prices on commodities from the developing countri-
€3 over the same period fell by 13 points 1n the period 1963-
66, prices on commodities exported hy the developing
countries continued to fall, most sharply of all 1n 1965
The deterioration m trading terms for the developg count-
Ties, wmeluding associated countmes, means that their export
earmings decrease and the majority of these countries, :mpor-

! Africa and the World, September October 1966
190913
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bag mmuhclund Roods from the Erc countryes Jear in
Ve ayg heep oy CIPaying the Inttep many milhons of dollars
S ) regy) Hmogy 1y the Ass0cz940g €OURLTIES hayg 4 degen

i
Mot gl baanee “ith the pre Countries Tp, bicture
Presenge g by 1he hgures Publisheq by the ppg Stalisties
beary ¢ L9, Weragg e from the pornt of view of
Priccs ¢, the World ™markey, Wwasg ag follows
Tadle 27

Toragy Trade of the \ssncmlcd Countricg 1965
(mx“mns of dollars)

Countryey / Dalance
Mauntama +299
Maly ~200
Upper Volta+ ~%7
Nigers, —i22
Chag ~81
Senegal —49 1
Ivory Coast +57 1
Togo ~i5
Dahomey —182
szmeroun 158
Centpa] African Republ,e —09

+34 4
Congo (Bmzzanlla) 174
Zaire +6t 1
Ruangas —12
Burung, -
Somal;ze ~i29
Madagascaz- -7

* 1963 figureg
he above figures show that 15 1964 of the 18 assocmlid
Countrypg 12 py a trade defic¢ and on} five shoyed a su

Y
plus ang for the Most papg these Surpluses coyld be BEC
by cuts 0 tmporyg It has also heep CSttmated thay the

s

Countryog €Xportg (in term
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countries 1n the franc area over the period 1960 65 went up
by 41 per cent, while exports from the latter to the DLEC
countries (also 1n terms of value) grew by 34 per cent over
the same pertod Reveahng in this connection 15 the fact
that West German exports to the associated countries over
the given pertod rose by 72 per cent ! It was therefore quite
patural that the countries 1n the frane area demanded that
prices on their traditronal exports be stabilised 1n the course
of the meeting of finance ministers from the franc area held
m Paris in September 1968
The situation 15 also complicated by the fact that the
associated countries have no guarantees for the sale of their
commodities on the markets of the LG countries * Accord
g to figures 1ssued by the UNCTAD Secretanat, since
the LEC was set up the share of third countries in the overall
volume of exports to the EEC countries has fallen from 65 per
cent (1958) to 55 per cent (1965), but at the same time the
share of exports from the associated countries has also fallen
from 25 per cent to 19 per cent and the largest dechine 1n
exports from these countries has been that affecting agnicul-
tural produce This once again serves to show that the CLC
countries solve their problems connected with the sale of
agricultural produce and their contradictions within the
Commumty in that sphere mawmly at the expense of the
associated countries
The terms for the latter s trade with the ELC countries
are also deteriorating because excessively high taxes are
placed on the associated countries’ export commodities
for example, 1n the FRG coffes and cocoa are subject to a
108 per cent and 40 per cent tax respectively, in France
the corresponding figures are 36 per cent and 105 per cent,
and 1n Italy 148 per cent for both commodities
The associated countries are also exposed to substaniial
losses as a result of their obligation to lower, on a “mutual®
1 Andre Grorge, “Evolution 1nsuitutionello et structurelie de la
zone franc” (Dxirait du Bulletin de limison et d'information de 1 admi
::lr;xéla‘g)gfnémle des finances, No 14, December 1963 January 1904,
2 Between 1959 and 1965 France cut the share of her purchases
made in the 18 associated countries from 53 to 43 per cent of the Com-
won Market countries” total, while increasing her sharo 1o the total
exports to the associated countries from G0 to &7 per cent,

19+



basts CUstomg dutyeg on the commodxtxes they import from
the Epc countrog ot only 4 this reduction, or worse
st} bfung of Customs gpg o5 Ulfortunaig g5, the African

S g
Provideq by this Source, but, what 5 stll more serious
the mope Competyt; e 8oods Produced by the EEC Countries
Datury)y oust the Todueg of loca] ndustryes (when to hand)
o1 the hogy, Markets ang thus holq back theyr development
'\oreowr n thg Sltuatign the assoclated countries were
obligeq 'y Stom Utres pg¢ only on commodities
Importeq from their former Metropolrtan country hut also
those 1mporteq from Other EEC Member countries

Such gre the Overa]y Tesults of ASsociation of 18§ African
Countr) og With the Erc which Show thay this association
s advantageous first and foremost for the E

&
at the ¢ Pense of thoge Countries T 10ss for Afric stoms
from tp, fact thag a850c1at10p With the EEC has led to
a spht between African Countrieq assocrated wigh ghe Comn
unity 4ng those Wwhich are 0t which Stands mn the way
of the Creation of 20 Afriean Commgep market and serves
to Undermp, the work of the 0. i

Aesacmuon 25 brougps httle benefit 44 the 1ndividua

S80c1qteg Countryeg whose 8rants of 4,
v S

1 Country 1
€0 operagop With the ELC 4y the eng of 1906, for examp :‘;
the country 4 CConomy 4n4 financeg 8ave cause for alfr:I
and ihe exlerna) (opy was 8rowing  Sineo 1960 there ‘;‘j
becn Hrtually po Mereasg 4y Dabomey S exports (1n “I"d
of v 1lug) and her yp, 4, balance 1o, the period 1960.65 "’”
been shomng a4 cConstang defic)t 2 In 1965 the p'llm':ﬂ
CXpor(s (consutuung 75 per cent of the country s “’M
€Xpors) droppey sharply down ¢o 16,700 tons ag 01»’[?"5‘5
to 5 20 tons 1p 1962 Sinco there werg N0 other bOUf‘M
of capyea) 1ccumulalwn, plans fop the Construction of 4 o

! Ia tog OF example her {mports ¢ terms of value) oxceeded
m

U ¢
ber CIPOLLS throg g, S Over
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industrial projects had to be shelved * ELC aid to Dahomey
during the first five years of assoctation had amounted to
a mere 7 mlhon dollars and had been set aside primarily
for subsidising production of agricultural produce for ex-
port  The EEC devoted special attention to the building
of the infrastructure 1n Dahomey to facilitate the export
of palm 011, ground nuts and cotton, main roads are being
bult or improved Attention s also being paid to Dohomey's
geographical situation, for a constant stream of lorres from
the Niger, tho Upper Volta and other associated countrics
cross through her territory Another of the ‘mutual’ con-
tessions that Dahomey bad to agree to was to introduce
speaial regulations for commodities from the Six she also
had to reduce substantially customs tanffs and create favour-
able conditions for the caport of private capital from tho
LEC countries mto Dahomey In recent years the penetra-
tion of Dahomey by West German private capital has mnten-
stfied considerably

The poor assoczated countries find themselves 1 a shll
more difficult position Chad, for example, whose export
trade depends almost exclustvely on her agriculiural produce
{over 90 per cent of the gainfully employed population is
engaged 1n agnculture), 18 completely dependent on the
conditions obtaiming on the foreign marhet Trends
Chad’s forergn trade with the LLC countries hwvo bewn
v from encouraging despite cuts 1n the volumo of her
imports (from 30,717 tons in 1960 to 23,952 tons 1n 1906)
1ad an incretse tn the volume of her exports (from 17,557
tons i 1960 to 24,040 tons 1n 1966) to tho LLC countrics,
duting the whole of those 7 years Chad has only once
had a trade surplus, 1n 1961 ? The following figures pro-
Mde a sull more grapmic 1lustration of Chad's predi-
Cament
e ——————

! Leaders of the EDY and the EIB do not do more than <ubsidice
uch projects as the building of schools, geological surveys for artesian
wells and campaigns to combat animal pesty

* \bout 4 million dollars was earmarked for Dalomey for the
Period 1965 70 to increaso viclds of Yalm-«ul, ground nuts and cotton
i ho surplus i Chad’s trade balance with the LLC courtnes

2 1% 4 smounted 1o close on one milhon dollars thanks to an almast
twolold ncnase in oxports and cuts in tmports
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Table 23

Chag's Imporeg from ¢, Commgep Market Countries

/ 1986

1950 / 1951

Volume
(Itons) 30 717 28,533 39,684f 28, gy, 45,515( 24,844 23,952
alue
(thoyg 16 285/ 4¢ 219 18,559, 18,331 21,550/ 17, ggo) 19,052
dollars)

Chagg Exports to the Commy, Markeg Countrieg

(tons) 17 557f 39 826( 19, 369 29, 992 33,646/ 26, 497, 24,000

9 545 17 246/ 9 gog 15,312] 17,355/ 14,474 12,967

Trade
Balanc,

Thus a5 a resyjy of her dependenco on the DEC countries
and above 4 1 I‘r.mcc. Chad Sufferg Consideraple losses not
only 1 the s liere of producuon, N the coyrse of which a

roducy yg APPropriated by capital

from the L countrycg o the spgy, but alse 4y the sphere of

Fade w)ye, I8 tied tg 4y, Commgp Market ang dependent

O the apger \I.kaz; the mog of Chaq'g depcndtncl{ on

ther for de“uncs of CqQUIpmen, and maclunery. the ELC
Lo

Country g sell thes, cammodxms ler any of
count and py chase Commoyy, 4 from 1)3.40 countrics
he ths Sittation g, LEG countryes

ns to Chud, artificially
Shad's LXporls anf Tdising thase

Weriy, Prices op haq
on thege own, e d(-punhucu obligey Chad ¢, sl lurcu“]‘:"
o thy 1o iries ¢ PREE prices, Fop Lxanple,

EC markits

oLy Couy 4
£8 the peeyg 19750 65 PrCCs on )0y Cotton g s
i almes, ceat, 1y v such tha
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Chad’s export earnings from cotton sold 1n the EEC markets?
now barely cover production costs Each year France grants
Chad subsidies so as to make Chad’s cotton competitive
and 1 additton takes upon herself almost half this small
country’s budget expenses Chad’s position has, however,
remamed equally difficult all these years In 1970 the situa-
t10n was made st1ll worse by drought which curtailed cotton
production by 49,000 tons as against 149,000 tons in 1969
It therefore does not come as a surprise to learn that per
capita annual imncome 1n Chad 1 1970 came to no more than
70 dollars
2 Thus the aid received from France and the other LEC
countries, part of which 1s channeiled through the LDF,?
did not save the situation for Chad the cost of Living 1
this country 1s rising (1t has mcreased by 30 per coent over
the last ten years) and the deficits 1n the trade balance and
the balance of payments, and consequently the country's
dependence on the ELC, grow constantly Negotiations
to arrange for more etensive aid for Chad from the ELC,
which wero held 1n November 1970, did not produce any
tangible results Therefora 1t 18 not surpnsing that the results
of Chad’s assosration with the EEC have given mise (o profo-
und disappointment throughout the country

The country’s mmn expori item 13 ground-nuts (these
account for close on 80 per cent of the total) However, the
area sown with this crop 1s being reduced with every yeor
a3 a result of falling prices on world marhets, frequent
droughts and lso competition from soya and sunflower seed
o1l All this has produced a situation, where, oven after
prices for ground nuts started nsmg i 1970 {as compand
with 1969 prices), Chad’s export earmings in 1970 were
nevertheless lower than in the prosious yewr An important
pemt to be borne 1n mind 1n this context is that 90 per cent
of tl\;: peasant’s earnings aro dopendent on snles of ground-
nuts

Not did the “richer” countrits assoesatcd with the BEG
find themselves 1n a better posttion In Sencgal, for mnstance,
—_—

! Cotton is Chal's main export item
? This_atd titalled 22 500 000 dollars frr the perdd 19ui 69
3 Sco The New York Times, January 29, 1971, Supjloment
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President Senghor openly declared that his country, ke
the other associated countries, 1s not genuinely independent,
for the capitalist countries, including those of the EEC,
are gradually stranghng them by means of their economi¢
and trading practices The President brought this pomnt
home by stating that 1n the period 1961-66 Senegal’s exports
to Western Europe had 1ncreased 1n volume by 30 per cent,
while her export earnings over the same period had grown
by a mere 3 per cent *

The leaders of the assoctated countries are becoming
Increasingly aware that the creation of the strong grouping
of six states 1n the LEC has led to mtensified expansion
on the part of the monopolies from those countries mn Africa
Many African countries are therefore looking for ways t0
brotect their mterests, such as setting up their own common
markets On April{1, 1962 an agreement was signed 1naugurat-
ing an African Common Market mcorporating Algena,
Ghana, Gunea, Mali, Morocco and Egypt The agreement
provided for a co ordinated trading policy, umfied tanfls
1n trade between members, ctc

While the leaders of the EEG expand association by bring
Ing new African countries into the Commumty's orhit,
therebynttemptmg to turn the Med:iterranean 1ntoja Common
Market lake”, the assoclated and non associated countries
keep submitting demands to members of the EEC, EFTA
and the OECD calling for improved terms of trade At the
conference of the EEC and the 18 associated countries 1
Mogadishu (September 1966) representatives of the asso-
clated countries paid special attention to this very problem
demanding guarantecs from the EEC member countries
that thoy might be able to sell therr commodities at stable
prices These questions also figured prominently on the
agenda of the parliamentary conference of the EEC and
the associated countries held in Abidjan 1n December 1966,
at which the French representative acknowledged the need
to set up a “market for African commodities” m Europe
One of the main causes behind these African demands was

! Pravda, December 14, 1966
2 It took effect on July 1, 1963 (sco TAIF. I4th dnnual Report

on Exchange Restrictions, Washington, D C, May 1963, p.
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The readiness of the associated countries to continue therr
association, but on more acceptable conditions, can be
explained by a number of factors. The EEC countries
constitute the leading market for tropical commodittes that
are the main export item of the majority of the associated
countries, In 1961, for instance, the EEC countries consumed
over 45 per cent of world frurt exports from the developing
countries, over 25 per cent of the coffee, close on 40 per
cent of the cocoa and over 50 per cent of vegetable oils, etc.
In 1960 close on 80 per cent of the coffee, over 75 per cent
of the cocoa and almost 100 per cent of the oil-bearing
crops, cotton and certain other commodities were exported
by. the former French colonies in Africa. In those years
Zaire, Ruanda and Burundi sold on average about 75 per
cent of their bananas, 35 per cent of their coffee and almost

00 per cent of their cotton and oil-bearmng plants to the
EEC countries.

In January 1968 a conference of representatives from
the 18 associated countries was held in Niamey which came
out in favour of extending the convention for their associa-
ton with the EEC The conference demanded 1mproved
trade terms and 1mproved conditions for aid. In accordance
With a decision adopted at that conference national com-
mittees were set up in the associated countries to draft
proposals for inclusion in the new convention.

. While agreeing to an extension of association the asso-
ciated countries hoped to protect their interests and per-
suade the EEC countries to agree to alleviate their ecconomic
and financial position (stabilisation of prices for tropical
Taw materials, the creation of an “orgamised marhet” within
the framework of association and an increase in economic
ad  for industrialising the associated countries, ete.).
A.no.ther reason for the acceptance of an extension of asso-
clation was undoubtedly the fact that at that time many
of the associated countries were experiencing an acuie eco-
nomic and socio-political crisis and being subjected to
strong pressure from the leading 1mperialist countries.t

On December 19, 1968 talks were opened in Brussels to
draw up an extension of the association of the 18 countries

L ! Sce Y. N. Korendyasov, Collective Colontalism tn Action, Russ. ed.,
Aternational Relations Publishers, Moscow, 1969, pp. 66-67, 200-01.
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with L1 (in view of tho fact that tho Yaounde Consention
w3 only in forco untj) July 1, 1969) Ihe talks beganin an
vmosphete of marhd discord AL this confcrenco of foreign
mimsters  the issociqted countrics demanded guaranteed
firm prices for raw materials and tropical commodities
mahing 1t clear that not only wero the associated countries
depandent on the | G but that also the LFC countries
Were to a constderablo extent, dependent on the Alncan
countrus This was pointed oyt with particular franhness
by President Diory Hamani of the Republic of Niger
The Stx an thar turn went out of their w1y to mahe sure
that tho new convention should contain stipulations which
would continue to ealitato there exploitation of the 1sso
c1ated countries 1n the future As 1 new “sop” to these
“surpluses’

(close on 1 million tons) at the disposal of the abSOCla“-“i

of March 1969 but the Ly C Comnussion was called upon
to draft 1 new convention The 66th Meeting of the EEC
Councal of \imsters which opened on Varch 25, 1969 was
devoted to this end and talhs wero resumed 1n Brussels
on March 26 1969 The hegotrations proved tough aund were
concluded only after fivo meetings between LLC representia
tives and thoso of the assoctated countries in DBrussels
whero on June 28 19g9 the second Ynounde Convention
was at last imtialled

Despite the lengthy negotiations this new convention
differed hittle from tho first Al that tho tssociated countneé
had achieved was to oxtract 1n agrcement from the CE
to mcrease the LDF s capital over the next five years to
1000 million dollars (an ncreaso of 20 per”cent) Of tlllds
total 810 nullion wis to be allocated to the associate
countries 1n the form of gift credits in local cu“encwi
90 milhion 1n the form of special purpose loans and 100 mt

1
¥ In 1969 tho DEC set aside for this pur, 0se 35 000 tons of anima
0 " dered mllkp lnp1970 50 000 tons of fats

fats and 120 000 tons of pow 108
and 40 000 tons of powdered milk The associated countr cs rc:ewl

this 21d do not distribute these products but sell them to the pavzd‘s
tion later spending the takings on financing development proj

approved by the EEC
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hon dollars in the form of EIB loans This concession
however, did not alter the overall situation since s
increase 1 the EDF reserves hardly made up for the depre
clation of the ELC countries’ currencies that had taken
place 1n the five preceding years M Dpjmomar Gueye,
the Senegal Ambassador to Belgium, assessed the conces
slon” 1 precisely that light, pointing out that 1t was not
anincrease but merely an adjustment to the real situation’
In ihis connection 1t should be noted that insofar as the
transactions of the EDF and the DIB within the framework
of the new convention could only come into effect after
1ts rabification, the prehiminaries for which dragged on
unthi] the end of 1969, the associated countries could aval
themselves of these credits over a six year, not a five year
beriod as provided for 1n the convention This meant that
the 20 per cent increase would have come to naught regard-
less of rates of exchange It was precisely for this reason
that at the end of the negotiations the representatives of
the assocrated countries demanded that Article 59 of the
draft for the new convention be reviewed and the conven-
tion s validity fixed for a pertod of five years up to May 31,
1974 to avoid an empty year”. The S1x were obliged to make
Partlal concessions on this point? and a compromise was
Teached according to which the Second Yaounde Convention
would remain in force unt:l January 31, 1975
By making this concession the EEG countries achieved
the abolition of the fund for aid to develop production
and maintain stable prices after agreeing to set aside 60 ml-
lion dollars from the EDF resources for aid to the associated
Countries, which might suffer in particular from a sharp
TOD 1n prices for raw matertals In exchange for their
agreement to grant some enterprises of the associated coun-
Iries protectionist customs tariffs 1n the region of 10-15 per
Cent, 1n order to make the latter’s commodzties more compe-
——
! Le Monde, Tune 29 30, 1969, p 21
* In addition the Netherlands agreed to raise its contribution
to the LpF to the same level as Belgium’s (8 89 per cent) Italy also
Taised g contribution (to 15 67 per cent), however the FRG and

France curtailed the relative share of their payments, although the

;‘ggggute total 1acreased to 288,500 000 dollars (Le AMonde, June 30,
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titive, the EEC countries secured the right jor EIB t0 2
share 1n such enterprises and also broader mights for the
EDF to intervene in thewr affairs.

1f 1t 1s taken 1nto account that the 1mports of the ass0c1*
ated countries from the ELC countries account for hal
their overall foreign trade,! allowing the latter to profit
at the expense of the former, then 1t 18 ¢clear that no rea
improvement 1n conditions of association for the Afncat
countries had been cffected. This was pointed out by theit
representatives at the meeting of the Jont Parhiamentary
Commuttee of the ELC and assoclated countmes beld 12
Nialie (Niger) on October 20 24, 1969. Moreover, the
countries refused to reconsider thewr decision with relation
to cutting down customs duties on tropical commodi11€S
from third countries (Latin Amenca and Asia), whieh
dealt an additional blow at a number of associated count-
ries, particularly the Malagasy Republic, whose
mimster declared 1 October 1970 that the country D8 it
be obliged to withdraw from the association. These quest1003
were also brought up at the parhamentary conference ©
the CEC and associated countrics held 1n Janua
in Yaoundé. It was attended by 54 delegates from the Euro-
pean Parliament as well as 54 members of parlmment from
the assocrated countries. In his opeming address Presxdené
Ahmadou Aldjo of Cameroun demanded from the EL
countries that they pay more attention to the reqmremcnlﬂ
and the position of the associated countries, stressing the
1mperative need to promote their mdustnalisation-
conference discussed the report onl the activities ©
Association Council submitted by ‘André Guillabert (5'-“1‘3&
gal), who called attention to the fact that the LEG cov
not compensate the losses suffered by the associate
in therr trade with the Six through financial ad.
point made by Guillabert later found expression 1 the
resolution adopted at the end of the conference Lahewise
the dissatisfaction with the Sccond Yaoundé Convent1ol
on the part of the associated countries. 4

Thus 1t can be scen that the ncocolomalist essence mllo
disastrous repercussions of association with the ELC for t¥

—_—
1 Le Monde, June 30, 1969
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associated countries and the Malagasy Republic are becoming
increasingly obvious to the leaders of the assoclated coun
tries. Being well aware of tlus the EEC leaders were subse
Quently obliged to make varrous compromuses when elabo
rating the new conventron relating to assoctation On this
oceasion the EEC Jomnt Commssion drew up 1 advance,
I April 1973, a draft for a new association convention
which contained a number of new concessions to the asso
ciated countries. The draft includes among other things
2 new article providing a guarantee of revenues for these
Countries from the export of their staple commodities This
“mtiative’ on the part of the ELC Joint Commission was
the upshot of msistent demands on the part of the associated
countries for a stabilisation of prices for thewr traditional
exports In addition this concesslon was dictated by the
endeavour of the leading EEC members to consolidate their
“vertical links” with the associated African countries and
thereby ¢ rate therr independ of the United
States, 1n particular 1n the hght of the 1ncreasingly tense
trade rivalry between the USA and Western Europe This
Wwas borne out by the discussions at the meeting of the EEC
Council of Mimisters (March 5, 1973) regarding the relations
between the EEC and the Mecditerranean countries the
discussions were of a controversial nature serving to 1llu-
Strate the existence of sharp contradictions between US
and Common Market interests 1n thus part of the world.
The efforts of the EEC countries to gain an increasingly
firm foothold 1n the markets of the Mediterranean countries

¥ concluding general agreements with the latter providing
formutual preferences 1n the foreign trade sphere meet with
strong opposition from the United States. Typically enough
at the saig meeting the ministers representing Great Britam,
the Netherlangds and the FRG went out of their way to heep
Telationg ag smooth as possible between the EEC and the
Umteq States, while the French and Italian mnisters
attacked the pressure exerted by the USA, pomting out
that the latter lmports no more than 6 per cent of the output
of the Medsterranean countries and thus has no right to

Cmand trading terms 1dentical with those enjoyed by the
Comman Market countries which import between 50 and

Per cent of these countries’ exports.
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The last monetary crisis was accompanied by a major
foreign trade offensive on the part of the Unitud States
durected first and foremost against the ELC countries The
offensive was concentrated above all 1n the sphere of agri
cultural produce This was the factor which led the OLLD
o call a special meeting of ministers of agriculture 1n April
1973 During the meeting two different approaches to the
Problem emerged the USA, Canad and Austrilia stood
out for freedom and hiberalisation of agricultural maikets
while the West, European countries 1n particular Irauce
and alsg Japan came out 1n favour of setting up t mechanism
to make prices stay at previously agreed levels As a result
10 agreement was reached and m the communique published
at the end of the meeting the mimsters merely stressed their
Itention to continue the talks at « later date The appeal
to the CEC countries from the US Seerctary of Agriculture
Larl Butz 1o open therr doors wider for American agricul
tural produce wag accompanied by 1 warming that otherwise
the Uniteq States might well take steps to obstruct the
benetration of 1ts market by the mwnufactured ,oods of the

C countries

3 THE COLONIAL POIICY OF THI OFCD

\Iouopohcs m the Umited States leep pace with thur
uropean partuers when 1t comes to mahing use of
varipus orgamsations to pursue its neocolomahist ends
It way the Umted States who mitited plans for setting
Up the Orgamsation for Lconowmtc Co-aperation  and
Dcvelopmenl (OECD) which offiesailsy began to oporate
o Septumber 30, 1904, replicing the Orgumisition for
Uropean Leonomie Co-oper tton (OELC) sct up bich
101810 tmplement the Marshal Plan At the end of
the {9505 when the dollar hunger” was over and the
ropean countrics had restored thur economics and
finances and hecome less dependent on the Umitud States,
the OLLGC could ne longir strve s an instrument of Ame
Tican foreign policy 1 Westurn Purope lollowing the
Visils of (he Undersecretary of Stite for Leononic Aff urs,
Ulon, and other US oftici ils to the West Lurvpen capt
tals, 4 meeting of the presidents of France ind the LSA,
Whe Chancellor of the 1 RG 1nd the Prime Minister of the
~0~0913
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presented a final report contamming recommendattons for
the purposes of the new organisation which can be summed
up as follows co operation between the Western countries
1n the spheres of trade and economy was vitally necessary,
they must bear the main responsibility jor granting aid to the
developing countries, the OEEC members were to be the
founders of the QICD together with the United States
aud Canada, the future organmisation must concern 1itself
Dot only with problems of development in the economy and
trading network of the 20 member countries, but also uith
the economic and other problems of the economically less devel-
oped countries ¥ This summary shows that the Four Wise
Men”, 1n keeping wath the directives of the monopolies the lea
ding capitalisy powers, laid special emphasis in their recom-
mendations on the relatrons of the OECD with the develop-
ng countries, Suggesting that the member countries elaborate
a common policy 1n relation to the countries of the Third
World, and thereby settle the differences between the man
partners 1n 1unperialism and neocolomalism withan the fra-
Mework and with the help of the OLCD at the expense of the
eveloping countries The final agreement providing for the
Creation of the OECD was accepted by a mecting of mims-
ters from 20 countries on December 13, 1960 and on Decem-
ber 14,1960 the minsters signed the OECD Convention,?
Which was then ratified by the majonity of the member
countries (17 of them) by September 30, 1961 Ths date
marks the begmmng of the OECD’s official activity.
Despite the United States’ recogmition of the great
€conomie progress of Western Burope” the creation of the
OECD, ylch many politicans and bustness men used to call,
and 1mndeed witl good reason, “the American orgamisation in
urope”, represented a definite diplomatic success for the
Umiteq States What 1s more important for the purposes
of thig study 1s the fact that the convention gave body to
C agreement between the leading capitahist countries with
Tegard 1o the devcloping countries, and in this respect the
Was concetved as an instrument of “collective colo-
————
3 For further dotails <co The OECD Ilistory Airs Structure, p 14.
tor OECD Coniention of 14th December 1960 Report of the Prepara-
¥ Committee Relateq Documents, pp 99-109.
20
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trate the fact that the OLGD Convention offically Ind down
punciples of “collective colomalism”, which was thus <et
Up 28 a prineiple to be followed 1n the officral international
bolicy pursued by the OECD members According to
Artticle 16, the supreme body of the OECD —the Ministerial
Council — may invite the government of any country
to accede to the conventron! On July 26, 1963 the
Ministerial Counerl took just such a dcciston with regard
to Japan, who from that day onwards became the 21st
full fledged member of the OECD 2
Apart from the OLCD Ministert1l Council and its TCuecu-
tive Commuttee a wide range of committees has been set
Up within the OLCD framework to deal with questions
of economie policy (Economic Policy Conumittee and co
nomic and Development Review Commuttee), foragn ud
evelopment Assistance Commuttee), trade, payments and
relted affairs (Trade Comuuittee, Commuttee for Invisible
Tl'ansnctmns, Board of Management of the Curopean \fone-
tary Agrcement, Payments Commtiee, Insurince Committee
Maritime Transport Commuttce, Fiscal Commuttec Com-
Mitteo of Experts on Restrictivo Business Practices, Tourismn
CO“‘"““W), agriculture and fisheries (Committee for Agri-
Culture, Fisheries Committee), science (Commitice for
Scientifie and Technical Personnel, Committce for Scientific
IS%“""C“), mdustry and power (Industry Commattee and
(erey Committee) and others 1lus complex network s
Umumstered from the OLCD Secretariat, headed by the
ectetary-General The OLCD headquarters 15 1n Pans
10C0 space does not permit a detaled study of all the above
‘ommrttees, thase whose activities are directly connected
“th the OLCD's policy with regand to the developing
Countries wil] he singled out for the purposes of the present
Monograph
The Leonomic Policy Commuttee (LPC) 15 one of the mun
0 committees It draws up recommendations for the
st important questions of cconomic policy It colleets
and analy seg cconomic and other information from all OECD
Member countries and non membirs as well 1he EPC P

Pind, b ogg,
Later Tanlang acceded to the comention
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honesty? Myrdal also points out that OECD stitistics
deliberately omit the extent of the return flow of money
and the withdrawal of capital from the developing coun
tnies to the OECD countries, emphasising that the DAC
Statistics, quoted everywhere as authomtative leave en
tirely open the problem of what the total net private flow
of resources from developed countries to underdeseloped
countries amounts to and, indeed, whether there s such a net
fow at all to many of the developing countries, or, nstead
an oulflow’ * (my 1talics —V V) Gunnar Myrdal goes on to
maintain that the political spokesmen for the developing
countnies and their economsts have on the whole remaned
Dave m regard to this play with statisties 2 The DAC
formulates recommend tions for joint long term  policy
or aid to the developing countries from OECD members,
for the encouragement” of regronal nctrvity and naturally
nough for ways of expanding the export of private capital
to theso countries The ultimate aim and task of the DAC
15 thus to elaborate methods and manoeusres for consoli-
datmg the leading OCCD members’ monopoly rights to
explmtmg the natural resources and the peoples of the
eveloping countries
he Technical Assistance Committee deals manly with
the seleetion of experts” and volunteers” to bo sent to the
eloping countries so as to reconcile leading competitors
and help them share spheres of influence” 1 this field
Xpenditure of the OLCD as such to these ends is snnl}
and amounts to approximately 7 5 million dollars a year
At ats first meeting i 1961 the OLCD Ministerial Councn!
et atself the tash of securing 50 per cent growth of the GNFT
of all OECD members tahen together within a decade
In thyg connection it was decided that the average per
————

1 Gunnar Myrdal, op ot 316
:}glg. o 3l oF ity p
W p 328
% See, for instance OCDE Comlté de la Cosperatlon Technlyut

.Ir"on'nmne de la Cun;emllon Technique pour 1568 (((‘ll du S(n[l.zrmll)l
Dh(‘o (65) 18 Pan«’ November 13, 196§ pp 23 Methoscf ’"-"‘“":6
evelopment wigh Speetal Reference to Less Devidoped Areuz, OF
Anil 1062 pyrey Survey on Technical tssistarce Fatended Ly l’m.:je
‘rl(rpﬂ“. OLCD, November 1967 Quantitatice Mode's a8 an 14
® Development {ssistance Policy, OFCD, 1%7
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special attention to the international repercussions of eco
nomic policy measures of wdividual states or groups of
states The Committee’s main practical task 1s to recommend
ways for removing obstacles to the free maovement of goods
and capital ! The Committee has a number of working
Dbarties on longer term problems of economc growth and the
promotion of a better international payments equlibrium
An 1mportant role 1s also played by the Development
Assistance Commuttee (DAC) officially designed to provide
capital and other resources to the developing countries
that are vital for their economic advance In practice how
ever the DAC concerns 1tself primarily with the collection
of mformation relating to forergn investment 1n the devel-
oping countries, economic and techmeal ud (bilateral and
multilateral) to these countries and to their economic and
financial position In other words the DAC 1s called upon
to collcet and anlyse information for the leading OLCD
members to lelp them single out the most advantageous
capital 1nvestment spheres and the casiest ways to conquer
new markets and also to undermine the growingco operation
between the doveloping countries and the socialist countries
on the one hand and among themselves on the other In its
publications DAC also publicises the ‘generosity” of the
leading OECD member countries wath regard to the devel-
oping countries, mcluding 1n 1ts figures relating to this
aid loans and credits of both government and private varie-
tes and all types of investments made by forergn monopo-
lies i these countries, etc 2 In an assessment of the DAC S
statistical tight rope walking the Swedish economist Gunnar
Myrdal wrote But the question must be raised 1s the
practice of the DAC secretanat of simply adding ‘private
flows’ to ‘offictal Mlows’ [into the developing countries _E
V' ¥ 1 really 1n the tnterest of charty of thought and o

} The OECD IHtstory Alms Structure, p 20

2 See forinstance Development {ssistance Efforts and l’aEll:l:L
Report by Willtam I, Thorp, Chalrman of DAC_ 1966 Reilew, ﬂom
et politiques d alde au dével Ezamen 1965 Pans Seplembe
1965, Forelgn Atd Policles It Jered, OECD Doy Centeer
Paris 1966 The Flow of Financlal Resources to 1 est Developed L'min””l
{n 19611905, OLCD, Pans, July 1307, Geographical Distribuly
of Financial Flow to Less Developed Countries (Disbursements), .

OLRCD, Juue 1967,
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capita mcome 1 the OLCD countries over the period 1963 70
should rise from 1,900 to 2,300 dollars ! The DAC recom-
mendations allowed meanwhile for a growth 1n the annual
per capiia mcomo 1 the developing countries from 10
to 190 dollars 2 The recommendations drawn up by OECD
‘experts” are such as would cnable the latter countries to
attan the 1963 level of the OECD countries only aiter
440 years, 1 ¢, by approximately the year 2400, and 1t
therefore goes without saying that 1f these forecasts are
taken as a guide, the developing countries will never reach
the level which the OECD countries will be enjoying by
that time At the same time these eaperts mantan 1n
a number of official decuments that the OLCD countmes
have a “moral obligation to assist 1n reducing the steadily
widemng gap between the richer and the poorer countres”,
acknowledging that ‘the industrialised nations cannot
effectively pursue their own goal of maximum growth without
taking into account the development needs of those which
are economically less advanced” On paper they are even
prepared to recognise that ¢ the markets of the industriahised
nations should be opened more widely to the du\elopl’l;u’!
countries’ exports of both primary and manufactured goods .\
However, all this 1s only on paper In practice the OECD’s
policy 1sdirected to ensuning that this gap remains unchanged
Admittedly the leading OECD members are prepare
to allow the developmng countries to work towards mndus
triahisation thatis not Irmited exclusively to Light industry,
while making sure, however, that they do not develop their
own 1ndustrial enterprises for producing means of production
The OECD Secretary-General, Thorkil Kmstensen, wrote
of this as early as 1963* noting that the OECD Mimstenal
Counci] had deeided to undertake a ‘comprehensive study
of the economic relations, n the widest sense, between the
OECD countries and the rest of the world—and 1n particu

! Feonome Growth 1960 70 Pans, OLCD, October 1966, pp Ghowg
* The OECD at Worh, September 1964, p 18, Lconomlic Growth,
1960 1970, pp 170-78
3 The QECD at Work, pp 19 20 1 in 1968
& At the annual meeting of the OECD Mimisterial Counci él e
Emile van Lennep of the Netherlands was appointed Sccrcl-"l)fy 3
of the OECD and he took up his post on September 30, 1968
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lar with the developing countries”, Kristensen concluded
that 1t was now necessary “to accept some degree of compe-
titton 1n manufactured goods—1n fextiles iy 1talics —V V1,
for example—deriving from the developing countries™

The policy of the leading OECD countries 1s Lo make
sure that the most profitable branches of the economy of

Table 29

Type of -
ypc“m?mdun Country 1899 1913 1929 1959
Food, drinks (USA 24 20 14 u
and tobacco | QECD* 27 19 15 i
Britain 27 20 18 i
I1pan 36 26 17 7
Textifes Usd 20 19 i 3
OECD* 23 18 1 8
Britamn 16 19 2 H
Japan 32 30 25 i
Metals USA 9 10 fo :
OECD* 7 it 11 2
Britamn 7 7 T 8
Japan 4 3 7 u
Metal articles | LSA 10 3 3 i
GECD* 16 24 27 &
Britain 16 19 % 38
Japan 2 5 15 3
Chemical mndus-{ USA 5 v 8 e
tury OFCD* 5 6 i 13
Britain 6 6 8 i3
Japan 11 10 20 15
Miscellancous | USA az 32 2 N
OECD* 22 22 22 2t
Britam 28 =9 3 2
Japan 15 16 18 1

—_—
* Excludng Britawn and the Umited States

these countries, namely, those branches whose output can
be sold to the greatest advantage, and 15 most widely used
and sold on foreign markets, are 1n the hands or under the
control of their monopolies This 1s the bawis for their
economic and trade policy and 1t 1s to this end that they

-

—_—
L The OECD Obserter, January 15, 1963, No 2, p 5



314 NLOCOLONIALISM. METHODS AND MANOEUVRES

make a “comprehensive study of the economic relations”,
to which Knstensen referred. The motives belund this
policy can be gleaned from the following figures showing
the shares of various branches of industry in the OECD
countrics as a percentage of the total volume of their manu-
facturing industry.!

'[.‘hese figures demonstrate that the industrialised capi-
talist countries are continually expanding their production
of those commoditics and items that are advantageous from
the point of view of foreign trade (the output of their chemi-
cal mdustry, engineermg industry, etc,), while “allowing”
the developing countries to develop only consumer goods
1ndustries and even some branches of heavy industry.’
When they assist certain developing countries inintreducing
industrialisation and make surveys of the economies ©
these countries, the OECD bodies put forward first of all
precisely those demands to which the World Bank and the
IME assigned top importance, as emerges from tho recom-
mendations drawn up, for example, by the Business and
Industry Advisory Committee to the OECD after its investi-
gation of the Tha1 economy in February 1968. The Committee
urged the Thar Government to facthitate a large inflow of
foreign private capital in order to consolhidate Thai and
foreign private enterprises, strengthen the infrastructure
and modernise agriculiure. Similar principles are expounded
in Kristensen's Le Probléme Alumentaire des Pays en Voie
de Développement.®

The advantages to be gleaned from these br :
manufacturing industry for the leading capitalist countries
stand out still more clearly if wo bear in mind that they
require as a rule cheap raw materials imported by them from
the developing countries. This trend is reflected in the
changes in the shares of exports accounted for by a number
of commoditics from the OECD countrics. (Seo Tablo 30)

anches of the

. Agenda Item HI. Back-
zGozirnmenl Policy, Parts

polies of

1 OECD. Ministerial Meeting on Sclen
ground Paper, Science, Economic Growth an
October 1963, p. 45.

: =I\V\§nch 35 a rule 13 also under the control of the mono,
the leading OLCD countries 9

s “Thorl Knistensen, f.e Problime Almentalre des Pays en Volt

de Déieloppement, Paris, OECD, 1908.
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Table 30

Trends w the Export of Certnin Manufactured Goods
by 12 OECD® Countrics (in Stable Prices)
as a Percentage of the Whole!

Commoditles 1890 1943 | 182951920 [ 1937 1950 ‘ 19,5 { 1959
Group 1 {in 1913 (i 1955 prices
prices)

Products of engincer
ing ndustry,
cluding  electmeal
industry 75010 4/ 11 91 17 1} 16 0] 21 7) 22 3| 22 3
Velicles ~ |~ 38 38 43 48 59
Other transport equip-
ment 29 5416’64 700106 10 4 100
Chemical products 75 91 82 68 76 93114133
Total for Group A |17 9| 24 9/ 36 9] 34 2{ 34 4) 45 9/ 48 9 54 5
Groups B and C
Metals 10 3/ 13 7) 12 7; 15 8] 16 61 15 9( 150 14 3
Hardware 65 ¢35 59 731 63 55 48 39
Textiles and clothing | 45 3| 34 2f 24 9[ 23 8| 23 9[ 16 9| 13 4) 12 3
Qther jtems 200207 13 6; 189 18 81 16 8 17 9| 18 0
!
Total for Groups B | 82 1] 75 1} 63 11 65 B 065 6] 54 1| 51 1] 48 5
and C
Overall Total 100 0100 0J100 0100 0]100 0/100 0}100 G100 O

¥ The Umted States Britamm  France, the FRG, Belgum, Luxem
butg  Jaly, the Netnerlands {since 1920), Sweden, Switzerland,

Canada Japan

L' OECD ™ Minsterial Meeting on Science Agenda Item III Back
ground Paper Science, Ecoromic Growth and Gorernment Policy, p 50



316 NLOCOLONIALISM METHODS AND MANOLUVRES

Table 31

Trends n the Export of Chenucal Products, Cars and
Other Machines from 11 Leading OLCD Member Countries
{in Stable Prices) as a Perceatage of Their Total
Exports of Manulactured Articles over the Persod 1899 19591

COBRHES | 1890 | 1013 | 1020 | 1000 | 1937 ' 1950 l 1955 l 1959
(1 1913 prices) (m 1955 prices)

Usy 312346 )626(564]607]659[6i8]678
FRG 190 (310[360]332(308[463{508[600
Britain 173222302 255276403 |552(599
Switzerland | 124 | 187 [26 81264263 [304{478]509
Sweden 148(225(385(260(321]468(|469(500
Netherlands — — | — 310450462 |469480
Italy 62136236335 401(367|435]483
France 1191203321207 [303]337(372[462
Japan 331 53| 87§ 72({130([142{195(323
Belgium &

Luxemburg | 227|265 2043274 (179204224254

This trend 1s 1llustrated still more graphcally by the
export indices for such commodities as chemical products,
cars and other machines Table31 contains the export figures
for such commodities produced in cleven OECD countries

The study of the extent and nature of amid granted to the
developing countries by the leading capitahst countries
both on 1 bilateral basis and through international orgm-
sations (the World Bank, IMF, DEC, etc) m earher cln]P_'
ters makes 1t quite clear that this aid 1s exther of a m l.
tary character or concentrated on building up the wf:rl:c
structure, that is, creating favourable conditions for bt
inflow of foreign private capital Aid from the Cﬂl"“ﬂ -
countries also goes towards financing the export of comm od”
ities from the donor countries Tho OCCD pursues 2 n”lho
lar policy It should be borne in nund that nerther the
DAC nor any other OLCD body grants direct ad lom”
developing countries The OECD budget sels aside st

T 1bid, p .51
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sums to help these countries train admrnistrative personnel
for mdustry and agriculture Until 1969 the DAC counted
14 leading OEGCD countries' among 1its members which
regarded thus field as their “sphere of activity’ In 1969
Switzerland Jouned the DAC One of the Committee s tasks
1s to ensure ‘greater co-ordmation of member countries
efforts and policies™ in this field In 1961 the DAC began
publishing annual reviews of the aid? granted by the OECD
wountries to the developing states, which contain recommen
atlons as to how best to make use of the experience of
other nternational organisations and nstitutions 4

It was with simular ends m view that the OECD 5 so-
called Development Centre was set up 1n the spring of 1963,
although officially 1t exists to promote the traimng of
Personnel for the developing countries The Development
Centre orgamises courses and semnars, aimed chiefly at
arranging the evchange of information and experience
relevant to the granting of “aid” At these courses and se
Mmars®  top officials from the Centre publicise abroad
the “gencrosity” of the leading OLCD countries and their
desire to ‘help” the developing countries In 1963 G6 close
on 30 such courses and seminars were held Of course they
Were not only confined to attempts to publicise the activi-
les of the OECD 1n the developing countries In recent
jears those 1n charge of the Centre have had to hasten to the
help of o number of OECD members, as a result of the begin
Ning crisgs affecting the imperialist monetary system and
e broad wave of strihes which swept across almost all
the OECD countries, and in some even developed 1nto
an active elass confrontation between the proletarrat and
the forces of capital to secure political, economic and social
mights for the worhing people In order to carry out the
————

! Austprg Belgium, Canada, Denmarh, the FRG, France Great
Brtam, Haly, JYapan, the Netherlands, Norway, Portugal, Swiden
ﬂnflz the Umited States

s The 0LCD History Awms  Struciure, p 22
1961 Detelopment Assistance Efforts and Policies in 1961, September

b"“&e&,d;,;)m;’g{g ssistance Eforts and Policics 1966 Revseuw, Scptem-

b eLelopment Plans and Programmes (Studies in Development Ao 1),
evelopment Centre of the OECD, 1963
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social mission of the monopolies, OECD experts 1n conjunc
tion with the Development Centre prepare various reporls,
reviews and other materral for use at “scientific” sermnars
for representatives of trade unions and other organsations
In these reports OECD cxperts try to prove the willingness
of monopoly capital to collaborate with working clss
orgamsations, and demonstrate the ‘concern” of the monop-
ohist  bourgeoisie anxious to improve wages and both
working and living conditions for the working people,
appealing to the working class to ‘collaborate” with the
monopolies and the state to help settle these problems
In the three years 1964 66 alone the QEGD Secretanat
prepared nine reports and reviews and a large number of
supplements and appendices to the latter 2 However, 1t
was not unt1l February 1969 that the OLCD leaders succeeded
1n convemng in London 1its first function to promote such
‘collaboration”—a conference on policy questions regarding
labour powcr Altogether 150 representatives of govern-
ments, trade umons and universities were 1nviled to the
conference, 1n the course of which reports were dehvered
by OLCD ‘experts” on questions of ‘full cmployment”,
measures to combat wuflation, etc It 1s revealng to note
that the confcrence was unable to adopt any unanmmous
recommendations and had to confine 1tself to discussions
As pomnted out carhier the OLCD makes much of 1ts
leading members® “generosity” 1n 1ts publications, listing
as “aid” ordinary private investments made by foreign
monopolies n the doveloping countries I'or example,
according to the DAC 1966 review the total sum for the aud
granted to the developing countries by leading Ol CD mem-
burs that year was given as 10,149,400,000 dollars, of wiich
3,878,000,000 conststed of private tvestments, 1,933,700,
was reeetved an the form of state loans and 740,700,000 in
the form of private export credits, in other words these
1 Non tbage Incomes and Prices Policy Trade Union Policy ond
5:,:01:{-58 (Background Report for a Trade Union Semsnar), OLED:
e CSuctat Setences and the Policles of Governments, OFCP:
January {040 .\ D,
3 Lijorts et politique d'alle au d!lrlapﬁurml F zamen 1965, OEC b,
September 1965 pp 42 47, U1, 135 53, Developrent Aulstanie Efor
and Pollctes, 1960 Restes, pp 350-51.
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figures expressed the usual 1y estment activily of the monop~
ohies and the leading hanks of the OLCD member countries
In an assessment of these figures and also the results of the
financial a1d granted to the developing countries by the
DAC members Le Monde drew atiention to the fact that
i the short period 1963-065 the public debt of the devel-
oping countries to the DAC had risen from 28,000 to 36,400
milhon dollars, 1 ¢, 1t had 1ncreased by 30 per cent ! By the
end of 1966 the external debts of the developing countries
totalled 44,000 m:llion dollars, and they continued to grow
i 1967-70, nsofar as by then the interest-free periods of
repayment of numerous loans had expired, and alse because
loans were conung to cobstitute an ever larger share of the
total md By the end of 1968 the external debts of these
countries had eveecded 53,000 million dollars ? The private
investments of the monopolies from the leading OLCD
countries m the developing countites are also growimng as

Table 33
The Tlow of Pravate and Officinl Finance Capital
Irom the Leading OLCD Member Countries
to the Developing Countries 1n 1960 683
{in milhons of dallars)

1960 | 1961 | 1962 | 1963 | 1964 | 1965 | 1960 l 1967 ’ 1968
| SR

4,77115 5245,02015,645 {5,809

1,325(4,406 4,305 1 242 [1 360{1,244/4,320(1,341 1,483

881| s809| 7.4 721] 919)1,028| 939| 84t 769
goal oc2t| o8| 724| vaa[t 140(1 663
200] 486) o25) 798)1,040

USA | 3,818[4,549]4,355 |4 579

France
Britawn
FRG 628) 847
Japan | 246) 381 256 267

3 Le AMaonde, Qctober 19, 1966, p 20
* yWorld Bank IDA Annyal Report 1970, p
4 Development Assistance Efforts and Policies

7
of the Members of the
Deielopment Assistance Committee 1969 Revtew p 4
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1s demonstrated 1 the figures pubhished by the DAC

In 1968 alone the flow of private capital from the DAG
member countrics to the developing countries went up by
over 30 per cent The mivalry between the mam OECD
members for capital investment spheres 1n the developing
countries 1s 1llustrated in the following table

These figures are most eloquent the United States monopo
lies maintains their leading positon in the apphcation of this
neocolonialist method 1in relation to the developing count
ries As for1ts main partners in_neocolonialism their relative
positions changed dramatically over the same period
France's position went down from second to third Britan's
from third to fifth while the position of the FRG went up
from fourth to second and that of Japan from fifth to fourth
So this means that Britamn and France are gradually conced
g their former leading positions in this competitive
hattle to the FRG and Japan A sumlar preture emer
ges from a comparison of the sums granted the develo-
Ping countries m government aid by the leading OLCD

Table 3¢
State 11mincial \id to the Developing Countries
1o 1968 701
{mllion dollars)
19 0
ress 1969 {estimated)
Al DAC  momber
countries G 431 6 15 6,724
ush 3 314 3250 3 000
France a3 860 800
FRG 554 504 700
Britain 428 450 480
Japan 355 403 a0
—_—
Tid, p 48

21-0313
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powers 1 the following offictal figures put out by the
OLCD

Here 1t 1s 1umportant to tahe inlo consideration another
trend the absolute volume of financial aid to the develop-
ing countries from France and the United States 1s being
curtailed while that from the FRG and Japan 1s growing
Britamn  although she increased the scale of her financial
aid during the pertod indicated (from 428 milhon n 1968
to 480 mullion m 1970), 18 faling to keep pace with the
FRG 1n this respect and conspicuously so  Another signif
1cant detail was the fact that the FRG went m manly for
private portfolio investment while her official ad was allo
cated mainly via multilateral channels The net flow
of West German capital 1n those two types of financial
aid to the developing countries amounted to 620 milhon
dollars 1n 1968, or 47 per cent of the total flow of finan
c1al cl:apxtal of these two types from all the DAGC coun
tries
In previous chapters 1t was shown that aid frem the
OECD countries 15 as a rule md with strngs attached,
n other words aid which obliges reciprent countries to
buy commodities and equipment from the donor count
ries Aftempts on the part of the DAC to work out
and recommend measures to help mitigate the disastrous
effects of this axd with strings attached naturally came
to naught and indeed could not possibly have done any
thing else, since the DAC could not have eliminated, even
1f 1t had really so desired, capitalist competition from any
one of those spheres, ncluding the export of capital and for,
eign trade The DAC members were naturally not distressed
by this state of affaurs Meanwhile, however, they mamfcsi«
deep concern at the fact that guarantees 1n face of pohtu.:af
or commercial risks for private investment on the part o
the monopolies from the leading OLCD countries have not
been secured n all developing countries Calling attention
to this fact OECD experts’ try to explain, for example,
the partial curtarlment of the share of private nvestment
1n the total volume of foreign investment in the deyeloping

tIhd, p 57
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countries (which dropped from 50 per cent 1n 1956 57 to
<0 per cent 1n 1962) 1 Top offic1nls of the OCCD 1 view of
thesg developments inetructed the DAC to claborate mea
sures designed to secure 1 chmate of confidence These
Ineasures n therr oyes <hould remove the msl of expro
Priation without adequate compensation and ensure strict
obeervation of the terms of agreements and contracts foisted
on the developing countries by the foreign monopolies
Lt the restrictions on the free transfer of capital et
Other OECD bodies also concern themselves with these
questions For example the Commuties for Invisitble Trans
actions prepared a Draft Convention for the Protection of
Toreign Property? which the OLCD m conjunction with
the World Bank obliged the developing countries to accept
The OECD s Fiscal Committee at the same time drew up
recommendations for those countrries the acceptance of
winch was designed to secure a privileged position for the
monopolies from the OECD countries m relation to local
entreprenenurs or companies

The OECD inherited from the Organsation for European
Economic Co operation drafts for two codes the Code for
the Liberahsation of Capital Movements and the Code for
Current Invisible Operations 3 which were completed and
later foisted on the developing countries 1n order to promote
the interests of the monopohes from the OECD countries
In addition OECD experts drew up the draft for an Inter-
Dational Investment Guarantee Corporation which was then
sent to the World Bank for approval the Bank at the
fequest of the OECD Mimistertal Council presented this
draft {0 the United Nations in the form of a report thereby
OPINg to involve the Umted Nations 1 securing protection
for !Bvestments in the developing countries made by the
monopolies and banks from the OLCD countries *

Appl‘oxlmately 20 per cent of all the aid granted the

—

2 e OECD at Won p 25
1965 £ OECD ‘at Work ' 26 seo also World Bank IFC ID1
p'%g Annual Meetings of the Boards of Governors Summary Proceed ngs

:The OLCD  History Aums Structure p 24
Dzwlapmznt Assistance Efforts and Policies 1966 Review p 43

21=
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developing countries by OLCD members 15 techmical awd,
which in practice mvolves the sending of “experts” and
solunteers” to the developing countries and additional
traiming courses laid on for personnel from these countries
in OCCD states In 1963, for instance, the OCCD countries
sent 84,000 evperts and volunteers to the developing coun
tries and laid on courses for 42,000 trainces from the latter
Together with deliveries of equipment to be used for tramnng
purposes ths technical aid cost the developing countries
a total of 864,300,000 dollars® although 1t proved of hitle
use wnsofar as the OLCD experts and 1n particular the volun
teers spent most of thewr tume propagating the ‘advantages’
of capitahsm and attempting to create a favourable ch
mate’ for the nflow of commodities and private capital
from the OCCD countries rather than actually trammng
local personnel At the beginning of 1966 the total number
of experts and volunteers sent to the developing countries
by the fifteen members of the DAC came to around 92,000
The subsequent imecrease 1n therr numbers points to the
mtention of the OECD countries to concentrate their atien
tion on consohidating the social infrastructure’ 10 the
developing countries (trade schools, etc ) * A typical example
of this type of OECD activity was the so called Mediter
ranean Regional Project® to assist economic and social
development, which was accorded the special approval o
the OLCD top administration, eager to 1nvolve the coun
tries of Africa and the Middle Last 1n this and symilar under-
takings

Of course, the offer to young trainees and graduates of
the opportumty to 1mprove their qualifications and theoret
1cal grounding could well be of help to these countries
m their sctentific and cultual advancement and efforts to
expand the education network and tramung facilities
In practice, however, this type of aid does not yield conspi¢

1 The QECD ot Work, p 29, Efforts et politigue d aide at developpe-
ment, pp 158 59

2 'Development Assistance Lfforts and Policies 1966 Review, p 88

3 bor further details see The Mediterranean Regional Project
An Ezperument in Planning by Siz Countries, OECD, Paris December
1965, p 4,4 Technical Evaluation of the Furst Stage of the Meduterrs
nean’ Regional Project, OECD, October 1967
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vous results and 1n a number of cases 1t brings gain only
to the OECD countries This ud 1s orgamsed witho it =uffy
ctent attention being paid to the needs nd mterests of the
dexelopmg countries and their capacity for putting young
specialists for good use In addition the Ieading OI'CD coun
tries  often tempt young tramees and graduntes with
material mncentives to st1y on 1n the developed countries
indeed over half of them settle s a rule 1 the OTCD
countries nstead of returning to their homes TIhrs braim
dramn 1s now a major problem facing the developing countries
d also various of the OLCD members According to OI'CD
figures every year from 1952 to 1963 mmmigraitt scientists
nd engimeers 1nto the Umted States amounted to wmore
than 4 per cent of the total number of domestic graduates
In engineering and scrence reaching 1 peak of 8 per cent
n 1957 In 1963 alone 2 232 scientists and engmeers emt
grated to the United States from Western Lurope (the
figure for 1962 was 1684) Over the pertod 1956 61 over
0500 scientists and engmeers from Britam Irance the
FRG ang the Netherlands alone emigraled to the United
States this figure representing approximately 6 per cent
of the togal number of new graduates m those countrics
over the given period It 1s also mteresting to note thit
over 20 per cent of the members of the US National Academy
of Science were born outside their country and over 18 per
cent were educated abroad wlile a third of 1l American
Nobel Prize winners were of foreign extraction
This brain drain represents a real calamity as far 25 the
alin American countries are concerned Between 1950 and
1964 5 239 specrhists emigrated to the United States from
A'gcntma alone (984 engineers 925 doctors and 228 chemtsts
Imong their number) the education of each having tost
the Argentine Government no less than 20000 dollars
Very year 21 7 per cent Guatemalans seitle in the United
tates afier graduating from umiversily, the resjeclive
figures for Honduran, Nicaraguan and Salvadoran graduates
“ere 453, 25 and 33 8 per cent ?
—

* The Research and De, 7 Yorth
elopment Lffort in Westery [ uroje
imericq and the Sovier Unia£ ed by C Freoman anl \ Yaury,
Varis 1965, pp’ 5759 70
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The Asian countries also suffer considerable losses as
a result of the bram dramn For example, 1 1963 alone the
number of scientists and engineers emigrating from that
contment to the Umted States came to 1,262 (as compared
with 520 1n 1962) ! In assessing these figures it 18 mportant
to bear 1 mind the limited opportunities these countries
have for traming their own personnel

Africa, which 1s probably worst off for trained personnels
1s not 1omune to these dangers either this ‘drain of grey
matter” has become a new form of explortation of the Thur
World This type of plunder has a long lustory It can be
traced back to the days of Negro slave trade which enabled
the Umted States monopolies to_exploit 1ts natural resour
ces quickly and at low cost Later they started using
cheap labour on the spot m Africa, not to say labour that
went unrewarded altogether, having recourse to _coer
cion, particularly 1 African and Asian colomes In the
present situation methods for exploiting the available lahol’lyl‘
force m the developing countries have been updated
These mnclude 1mmigration, no longer coercive but nonethe
less organised and complete with material mcentives, whic
does not mean however that the explortation of both vn
skilled labour and medium skilled personnel 1n the develop
ng countries 1s on a smaller scale than 1t used to be

The US monopolhies, which decoy two thirds  of all
scientists and graduate personnel emigrating from other
countries stand to gam the most from this brain draip
The man supplers of the ‘grey matter” are Great Bn
tain, the Scandinavian countries, Canada, Lalin Ame
rica and such Asian countries as India, Palastan an
the Philippines Great Britan which suffers a great de"i
from this bram dram to the United States tries 10 fi
the resultmng gap with equivalent personnel from 0”}”
countries, including the developing countries for examplc:
m 1969 as many as 40 per cent of Britan’s doctors 3%

in Aid
11bid, p 658, see also R _Avahov, V Gavnlyuk, B’“Sknm"

napping, Russ ed , Nauka Publishers, Moscow, ) Crouwth
The Developing Countries Education, Employment, Economie Gro¥i®
Russ ¢d , Nauka Publishers, Moscow, 1971, pp 34457,
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nurses were immugrants from India, Pakistan, Tanzama
and other developing countries.

It is therefore hardly surprising that the bramn drain has
begome a subject of special concern not only for the devel-
oping  countries but also for West European countries,
especially Britain which is now even being deserted by
members of the Royal Society.! This problem has since
been brought up for discussion in the United Nations,
UNESCO and other international organisations. The OLCD
has also found itself obliged to come to terms with this
question.® According to an estimate armived at by the
French sociologist D. Chorafas, by the end of 1966 the
number of scientists and engineers who had emigrated to
the United States from Western Europe since 1961, i.e., dur-
10g a mere five years, came to 72,000, 23,000 of whom were
f{'Om Britain, and in 1967 20 per cent of that year's univer-
Sity graduates emigrated. Commenting on the dicastrous
effect this brain drain 1s having on the advancement of science
in Europe, Chorafas drew attention to the problem of so-
called “invisible emigration” stemming from the employment

¥ large American companies installed in Britam of hun-
dreds of Britjsh staff, whose work goes exclusively to promote
the interests of the US polies, which fi the scien-
‘} ¢ and technical research conducted in such organisa-
tions, the aims and content of which it also determines.
It has however recently come to light that in 1971 a reverse

oW of emigration from the United States began: as jet
this phenomenon is only on a small scale, particularly with
Tegard to scientists and graduate personnel, and emigrants
rom the United States numbered so far only a few thousand
A year, Apart from Israel, 20 per cent of whose immigrn.nls
are from the United States, it is Canada and Australia which
the majonity choose, virtually ignoring Westcrn Lurope.

1e start of this new trend 1s caused among other things
by the growingZunemployment in the United States, includ-
————

! According to figures assembled by the well known French «ociclo-

st D. Choralas, between 1057 and 1962 mne members of the Hoyal
?gcébl)' left Britain, Sco also Walter Adams, The Brain Drala, Lopdon,

1 Fundamental Research and the Policlet of Governments, QLCD,
3nuary 1946, Pp. 5, 67, .
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of their foreign policy: namely, to promote the interests
of their monopolies and banks in the Third World. Certain
admissions of this state of affairs are even to be found in
offical OECD documents One of the research papers’
published by the OECD contains excerpts from the report
of a special committee headed by General Lucius Clay
drawn up for the President of the United States,? which
openly call for more effective use of various aid programmes
1 the interests of US foreign policy. Of course, the authors
of this research are 1n complete agreement with the conclu-
stons drawn by Awmerican public figures and politicians
on this subject.® Another important fact to bear in mind
15 that the geographical distribution of aid from the leading
OECD countries (Britain, France, Belgium, the FRG and
the United States) more often than not coincides with the
areas where their neocolonialist interests are centred,*
as is frequently pointed out in OECD publications, OECD
leaders found themselves obliged to make yet another
admission, to the effect that the extent of the aid granted
the developing countries by the OECD members 1s too
small to have any conspicuous influence on their economic
development. In one of the Organisation’s research papers
1t was noted that in 1962, for example, OECD aid (in per
capita terms) came to an average of 13 6 dollars for the
African countries north of the Sahara, 4.4 dollars for the
African countries south of the Sahara, 4.1 dollars for the
Latin American countries, 5 dollars for the countries ?f
Middle East, 1.9 dollars for the countries of South Asia
and 3.3 dollars for the Far Eastern countries 5 This admis-
sion 1s also borne out by figures 1llustrating the overall
economic development of African, Asian and Latin Ameri-
can countries in the period 1960-68 published by the OECD
in 1969. (See Table 37.)

' Goran OhLn, Forelgn Aid Policies Reconsidered, OLCD, Pans:
1966, . 17-26.

"Sgé) US Senate Special Committee to Study the Forcign Al
Program. Foreign Asd Program Compilation of Studies and Surveys:
Waslungton, D.C, 1957.

3 Goran Ohlin, op. cit , pp. 26 27.

4 Ihud., pp. 35-49.

5 Ilnd., p. 69.
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Table 57
Growth of the Dey eloping Countries’ GYP* 1a {96681
(percentage)
i
Countries and Arcas | 1060 65 | 1008 1967 1968 | 1960 18
Africa 34 2,2 37 39 34
South of the
Sahara 24 — 39 51 26
Latin America 47 44 43 55 17
Central and
North America 59 72 61 66 2 ?
South Amenca 42 31 34 51
Asia 48 48 76 53
Middle Last 77 62 76 92 Z ;
South Asta 36 2 94 48
Average for the
world asa whole| 50 49 5% 53 51

—_—
* According to 1960 prices

The establishment and activities of the ODCD re]ire;
‘ent yet another attempt on the part of the m;mupo 1ed
of the leading capitalist powers to umte their cfforts ta::as
€0 ordinate therr policies vis & wis the developing cou%}l‘ s
aud reconcile their dafferences at the expense of theD i
World The activities of the various committees, the Deve
lopment  Centre and other OCCD bodies, their collabora
tion with 5 certain number of international orgamsatxonsz
and 1 particular with the specralised UN bodies, we;j u?o
portant to the OLCD 1n order that 1t should be a t? b
disguise  the neocolonialist essence of the policy of 1ts
eading member.

ThOQOECD hea:, however, failed to recoxllclgebtlslgtdtlgsrlﬂlﬂﬁiés

s that be: »

]_’w leading members problem:

! Development Assistance Efforts and Policies of the Members of
the DAC 1969 Review, P 9
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the creasingly tense relations between France and the
FRG Britan and France the USA and France and France s
withdrawal from NATO’s mihitary bodies and finally the
causes of contention between the United States and Western
TCurope provide suffictent proof of the fact that this aim
has not been achieved The hope that the OECD would
provide a link up between the Common AMarket and EFTA
particularly 1n view of the entry into the Common Market of
Britain nd certain other members of EFTA (Denmarh and
Ireland) has not yet borne fruit while doubts that Britain
would be able m 1967 74 to achieve a surplus in her balance
of payments and pay off her debts have been confirmed Dif
ferences and contradictions between the leading members
of the OECD came clearly to the fore during the meeting
of the OECD Ministersal Council m November 1967 The
man reason for this was the devaluation of the British
pound which had exposed the US dollar to danger When
wtroducing emergency measures to cut the deficit m 1ts ba

lance of payments the United States representatives decided
to make use of the OECD to this end as well At the Novem

ber (1867) meeting of the OECD Ahmsterial Council the
American representative Walt Rostow declared that not
only the United States but also the Luropean countries

and first and foremost the ELC countries should participite
1n the solution of this problem * Yet the mimsters from the
other OLCD countries did not accept this idea 1 their
speeches they drew attention to the serious blow the devalua

tion of the pound had dealt at world trade and expressed
their concern at Britan’s and the United States’ chronic
balance of payments problems These views were expressed
in a particularly harsh form by the French Mimster of Eco

nomic Affairs and Finance Michel Debre, who stated that the
United States and Britain must take steps to improve their
balance of payments stressing that the main resons for
the chrome deficit was their cnormous overseas mihitary
spending Debre nsisted that a reform be effected of the
snternational monetary system which was then going
through a ensis, mainly as a result of the position held

1 By takir g on themselves part of \menica s military oxpenditure
in Luroje and ncreasing their imports from the USA, efc
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by the United States and Britain, who ought to take upon
themselves financial responsibility for this reform s well
This meant that the two marn sponsors of the cieation of the

LCD were subjected to criticism and m the comminque
ssued 1t the end of the meeting 1t was stressed that the
mumsters had noted the deficit in the British and Us balances
of payments on the one haud and the surplus i those of the
LEG countries on the other

Closer agreement was reached at that meeting of the
OLCD', Ministerral Council with regard to the question of
trade with the developing countries The meeting discussed
the general recommendations drawn up by a special working
group concerning temporary special tariffs for 1mpoits from
the dexelopmg countries It was decided that these recom
mendations could serve as the basts for the position adopted
by the OECD countries at the second UNCTAD conference
m Delhi (which took place 1 February March 1968) How
ever, serious differences came to light when the OECD mem
bers attempted to elaborate a common trade policy for
their dealings with the developing countries The cruy of
the matter was that up until the conference of presidents
from both Americas 1n Punta del Lste, the USA had objected
to the introduction of temporary and gradually dimmshing
Preferential tarifis on some of the commodities eaported by
the developing countries, while during the Punta del Lste
conference President, Johnson had agreed 1n prineiple to the
Introduction of sych preferential tariffs as a sop for the
Latin Amertcan countries The ELC countries and Britain
moved by the same motives agreed to sumilar preferentzal
tanffs after the first UNCTAD conference Later the OECD
Vorking group drew up its recommendations on this question
Which yere tiscussed at the OLCD Mimstertal Council’s
Meeting in November 1967 The contention at the meeting
centred mainly round the proposal put forward by
the Umteq States for the gradual abolition of preferential
tanfls granted in return to the ECLC members by the as
“oclated countries France and other CEC members saw this
Proposal as an attempt on the part of the US monopolies
to extend theyr marhets 1 the associated countrtes and na-

urally turpeq down the proposal The representatives of a
Rumber of QP countries stipulated their reservations with
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regard to other proposals put forward by the OECD working
group as well although these were 1n the main approved
This approval was strictly formal though the leading
OECD members often make use of the Organisation to
put off solving various problems 1n other international
orgamsations referring to the necessity of studying suc
questions within the OECD framework and elaborating
a united approach to them first The Swedish economist
Gunnar Myrdal had the following to say on that subject
When a particular problem 13 taken up for mtergo ernment
al discussion this 1s often used as an excuse for individual
developed countries not to take national action on thewr
own part * Myrdal makes 1t quite clear that the leading
members of the OCCD are responsible for UNCTAD s 12
effectiveness and are 1ntent upon putting UNCTAD on 1ce
ponting out that precisely the OECD the rich mens
¢lub has become the mamn mstrument for orgamsing sabo
tage aganst UNGCTAD ? The atmosphere at the ECD
Ministerial Couneil s meetings 1o 1968 70 was sumlar_an
on each occasion the representatives of the leading OECD
countries went out of therr way to demonstrate that the
Qifficulties they were up against prevented them from gran
ting more effective ard to the developing countries
The difficulties now confronting the capitalist countries
should not of course be underestimated Problems concerning
balances of payments inflation tho crisis of the monetary
system of capitalism as a whole occupied a prominent place
on the agendas of various OECD bodues 1n 1969 72 Inflationl
was affecting not only the United States where the army of
unemployed numbered 5 million by November 1970 but
practically all the OECD countries According to OEC
figures 1 1971 mnflation 1ncreased 1 Britain by 6 per cent
1 the FRG and Italy by 5 5 per cent and 1n France by
per cent OLCD experts had overy reason to fear 2 genera
crisis that would not only disrupt the mamn currencies but
also set off termble economic chaos and they recommenae
the governments concerned should combat 1nilation ¥

-

1 Gunpar Myrdal op ot P 308
s ibid p 409
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‘harmomious” activitics of the OLCD, 1n the opinion of many
observers, may bo obetructed the growing efforts on the part
of the Wist Luropewn countries lo amalgamale thesr econ-
omes and finmeial orgamsations 1n order to counter first
and forcmost US ccononiic pressure [his temptation s great
and 1n the present eircumstances most understandable Lven
a bricf comparison of economte and somo other andices for
the USA and the Luropean Nine' makes this perfectly clear
(Sco Lable 35)

When analysing these figures, lowever, 1t 1s necessary
to tahe 1nto account other factors, including tho extent of
American 1nvestment 1n Europe, which over the last ten
years has multiplied several times over According to data
published by the Luropcan Communtties’ Commssion Amert
can private mvestments 1 the LLC countries alone between
1958 and 1969 multiplied five times over reaching a total
of 10200 milhon dollars in 1970, and they increazed by
3,100 nulhon dollars 1 1970 (as opposed to 420 million
m 1958) American firms and companies sold commodities
totalling 14,000 mtllion dollars m 1968 (as opposed to 4,800
milhon dollars 1n 1961) 1n the markets of the ELC countries
The profits gleaned by those firms and compantes 11 197
camo to close on 11,000 million dollars, about 85 per cent
of which was remnvested 1 Western Europe For a number
of years the CEC countries’ trade balance with the United
States has shown a deficit which came to 2,400 mullion
dollars 1 1970

When 3t came to “aid” to the developing countries, the
OLCD Mnisterial Council ratified the DAC's recommenda-
t1ons for 1ncreased multilateral ad The Counctl also official
ly came out m favour of improved trade terms for these
countrics and better terms for the aid they receive and the
gradual elaboration of preferential tariffs, while addmg
that this last question would require further study an
the setting up of a competent apparatus, etc? There has
not yet been however any 1mprovement 1n trade terms for
the developing countries Despite the sicrease i their ex

1 The ELC countries and would bo members, Brtan, Denmark

and Norway
2 The OLCD Observer No 46, June 1970, p 5
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ports by 8 9 per cent :n 1968 (and 1n 1967 by 3 6 per cent)
the total defieit 1n thewr balance of payments decreased
that same year by a mere 400 million dollars from 5 500
million dollars 1n 1967 to 5,100 million dollars n 1968
The reacons were the perennial ones falling prices for raw
materials and agncultural produce from the developing
countries, in particular for jute and rubber?!

Thus 1t can be seen that the OECD 1s being helped on
by the efforts of 1ts leading members to solve at least part
of their problems and settle part of their differences at the
expense of the developing countries, and at the same time
to “save” capitalism or foist 1t an the developmg countrics
Attempts to solve these differences at the expense of the
developing countries continue however, the following two
examples serve to 1llusirate this situation most graphically

The last monetary crisits was accompanted by a major
foreign trade offensive on the part of the United States
directed first and foremost against the EEC countries The
offensive was concentrated above all 1n the sphere of agni-
cultural produce This was the factor which led the OECD to
call a special meeting of ministers of agriculture in April
1973 During the meeting two different approaches to the
problem emerged the USA, Canada and Austraha stood out
for freedom and liberalisation of agricultural markets while
the West Duropean countries, m particular France and also
Japan came out 1 favour of setting up a mechamsm to make
Dprices stay at previously agreed levels As a result no agree
ment was reached and 1 the communique published at the
end of the meeting the mimisters merely stressed themr
ntention to continue the talks at a later date The appeal
to the EEC countries from the US Secretary of Agriculture,
Earl Butz, to open their doors wider for Amertcan agricultu
ral produce was accompanted by a warming that otherwise
the United States might well take steps to obstruct the
penetration of 1ts market by the manufactured goods of the
EEC countries

It 15 also assumed 1n OLCD circles that this foreign trade
offensive of the United States may be followed by attempts

1 Derelopment Assistance Efforts and Policies of the Members of
the DAC 1969 Review, pp 59 9

22—-0913
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to persuade the West European countries to share their o1l
resources with the USA, 1f a cnisis 1n world o1l supplies
should develop This may well account, at least in part,
for the proposal put forward by the USA that the OECD
shonld come up with recommendations for the distribution
of o1l resources, a shortage of which has made 1tself felt
recently 1n both the United States and Canada These steps
would appear to represent an attempt to evolve a jomnt
policy for the main OECD members 1n the o1l battle’
between the monopolies of those countries and the oil-
producing countries of the Third Werld

In general, 1t would appear that the leading members of
the EEC and the OECD are agan trying to reconcile their
differences above all at the expense of the developing count-
ries with regard to both agricultural markets and o1l
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ALLIANCE TOR PROGRESS
AND PROBLEMS
OF CCONOMIC INTEGRATION
IN LATIN AMPRICA

1 EXPANSION OF US BANAS AND MO\OPOLIES

Aftee lunching the Monroe Doctrine 1n 1823 the United
States gradually hegan to eapwnd its influence in Latin
America While the slogan America for the Americans
still retvined part of 1ts original positive sigmficance msofar
as 1t was direcied agmnst the colomal pohicy of the Luro
pean powers latcr the Chapultepec Declaration of 1945
2d 1n particular the mutual neaistance treaty of 1947
cerved to consolidate US domination (of the military variety
among others') throughout the continent The slogan Amer
Ica for the Americans was <oon to give way to the slogan

America for the United States By this timo the USA had
started perpetrating acts of imtervention and adopted a hos
tile stance vis a vis Colombin a number of Canbbean and
Central American countries and last but not least Mexico
These hostile acts were as a rule of an overtly 1mperalist
character particularly while Presidents Theodore Roosevelt
and Woodrow Wilson were 1n office when they were aimed
at promoting the expansion of US banks and trusts in Latin
America Leading American monopolies such as the American
Frut Company ~ Anaconda Copper Miming and American
o1l compames t1ll very recently recognised no authority but
their own 1n the Latin American countries dictating to the
latter the economig policy they should follow and even

—

! Thetreaty of 1947 provided for the settingup of tha Interamerican
Defenca Boardy (IDB)
22«
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engineering thoe overthrow of governments on numerous
occaslons

_ In 1959 close on one-third of the United States’ total
investments in the Latin American countries were concen-
trated 1 Venezuelan o1l and even the insigmficant part
of the profits of such companies as Standard Oil of New
Jersey, Texaco, Standard Oil of Califorma and Standard
Oul of New York paid by the latter to the Venezuelan Govern-
meng accounted for over GO per cent of that country’s reve-
nue.

In Argentina foreign companies produce 94 per cent of
the cars, 88 per cent of the food concentrates and 77 per
cent of the fibres used. It is they that control production
of tractors, rubber articles, calculating machines and numer-
ous other commodities. Standard 0il, Shell and Cities
Service and other North American and West European com-
panies have secured a firm foothold 1n Argentina’s ol
industry.

As far back as 1946 the United Fruit Company and 1ts
branches (such as Standard Fruit) owned or chartered over
70 per cent of all banana-carrying ships: in the seven mamn
banana-producing countries? United Fruit controlled by that
time up to 90 per cent of the total production® after tahing
over the best arable land. The opportunities at the disposal
of this and other American companies for bringing pressure
to bear on the policies pursued by these countries can be
easily deduced from the following facts: they control the
wholg of the Honduran mining industry, 95 per cent of its
wood-processing industry, 90 per cent of its bank shares
and 60 per cent of the country’s most fertile Jand; United
Fruit and Standard Fruit alone control 50,000 square kilo-
metres of land in Honduras.

By 1966 the American monopolies had seized over 80 per
cent of the iron deposils so far discovered, close on 70 per

1 Sea U.S. Business Investments in Foreign Countries, Washington
D. €., U.S. Department of Commerce, 1950 th

2 Honduras, Costa Rica, Panama, Guatemala, Colomba, the
Dominican Repubhc and Ecuador. f

3 John P. Powelson, Latin Amerlea: Today's Economic and Socid
Revolution, New York, Toronto, London, 1964, p. 90.
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cent of the bauxite deposits, nearly 90 per cet of th zme
and copper deposits and over 80 per cent of the «1d m the
whole of Latin America ! It should be noted n thi~ connec
tion that over 80 per cent of the mimng industry n this
Pparticular continent 1s centred 1n Chile Mexica Venczuely
Argentina and Peru

Up unt1l 1968 over 80 per cent of Chile s copper mndustry
was 1 the hands of American compante~ Chile Explors-
tion, Santiago Mining, Andes Copper Mining and Braden
Copper. The first three of the<e firms belong to the Anaconda
corporation (Morgan and Rochefeller capital) and the fourth
firm 15 a branch of Konnecott Copper Corporation

Anaconda Copper Ming, Konnecott Copper Corporation,
American Smelting and Refining Company, American Metal
and a number of others have been until recently 1n control
of the extraction and processing of other nonferrous metals
m Chile, Peru, Venezuela, Mexico and some other countries,
at the same time United Steel Corporation and Bethlehem
Steel Corporation have dominated 1ron and manganese min-
ng throughout Latin America US banks and insurance
companies control the finances of the m-ority of Latin
American countries thus gleamng enormous profits * Until
recently Pan American Life, Johnson and Higgings, Ameni-
can International Underwriters, and others were in control
of the majority of insurance companies i Venczuel, the
Chase Manhattan Bank virtually swallowed up that country’s
commercial and agricultural banks transforming them
1o one of 1ts own branches, wlule the First National
Bank, the Royal Bank of Canada and the Rochefeller
food distmibutors conduct therr financral operations, which
are not infrequently of a speculative nature, disregarding
DPractically all controls In the course of the last ten years
Or so more than 50 Argentine companies have been tahen
over by foreign, mostly Amernican, firms and over 100
banks formerlyin Argentine hands are now almost completely
dominated by foreign banks and ther branches
—_—

 John P Powelson, Latin America Today's Economic and Secial

Revolution, pp 128 36, see also US Acocolontalism in Latin America
edited by B I Gvozdaryov, Russ cd , Nauka Pubhshers, Moscow,

1970, pp 12025
® See The Ereming Star, May 20, 1969
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The international crisis of the thirtres that It first and
foremost the Umted States undermined that countrys
prestige 1n Latin America to a considerable extent It was
then felt that the time had come for a new approach’
It 15 1 the light of those developments that President
Roosevelt s proclamation of a New Deal should be viewed
the good neighbour policy’ ushered 1n by him 1n relation
to Latin America went a long way towards helping the
United States reorgamise and consolidate the pan American
System 1n 1its own interests It 1s mmportant however
to remember that the Umited States on a number of
octlzasmns violated the principles of this good neighbour
policy

This gave the American monopolies a chance to consolr
date their position 1 the continent, increase their 1mvest
ments and reap increasingly large profits In the course
of a single year, 1957 for example, the total value of US
investments in Latin America increased by over 1,160 mil
lion dollrs,? and 1n 1959 the total value of US direct private
nvestment there amounted to 8218 million dollars?
Official OECD and World Bank publicattons sometimes
contain musleading figures on the inflow of US private
caprtal to the Latin American countries for 1961 62 (141 ml
lion and 32 million respectively) The American economist
Edward S VMason had the following to say on the subject

These figures are of course misleading ag 1ndicators of
foreign private investment in Latin American productivity
and development They do not take 1nto account erther
the very Iarge rewmnvestment by American firms in Laun
America of carmings and depreciation allowances or the
attendant flows of new techmiques and managerial compe
tence * To this comment should also be added the fact
that tlus state of affairs 1llustrates how the enormous profits
of the American monopolies 1n Latin America enable them

! Edward § Mason Forefgn 1id and Forelgn Policy, Now York
Evanston 1964 p 72 1
* Of which about 3 000 muillion was invested in Vonezuela 9..\51}11!
Jion 1n Cuba 839 million 1n Branl 759 mullion 1n Mexico, 729 mi gl;))ﬂ
in Chile and 427 million 10 Poru (John P Powelson op cit, p
® Edward S VMason op cit p 72
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1926 to 1970 500 million dollars’ worth of profits.! It was
pointed out earlier in this analysis that, in the words of
US Senator Charles Mathias, the flow of capital from Latin
America 1nto the United States exceeded thoe flow from the
USA mto Latin America more than four times over.

This all goes to show that instead of getting aid to La-
tin America 1s being bled white by the US monopolies and
banks whick explost its financlal resources and by s nd-
tural wealth and manpower.

When pursuing their neocolonialist policies the US monop-
olies in Latin America, like elsewhere, resort to suc
methods of exporting capital as the creation of mixed
compames and associations, and associated banks. The
Secrctary-General of the OAS, Galo Plaza, also called for
active application of these methods, pointing out that when
setting up international corporations of this kind investors
would have no nced to fear nationalisation and encouraged
them to use these methods to promote cconomic integration
1 Latin America. Assistant Secretary for Inter-American
Affairs Charles Meyer gives similar advice to the monopo-
Lies, prompting them to collaboratewith local businessmen.
Methods of this type enabled the Chase Manhattan Bank
and the Deutsch-Stdamertkamsche Bank A. G. to wirtually
take over the Banco Argentino de Comercio in March 1969-

Systematic plunder of the Latin American countries by
the US monopolies is also practised in the trade sphere.
In an assessment of the trade policy pursued by the
and other capitalist powers and the problems confronting
the Latin American countries in their foreign trade \\ltlf
the leading capitalist countries, Edward Mason wrote:
“The areas of trade policy that appear to be of gl‘eﬂtes'.
concern to the Latin American countries are the fo}lowmg-
discriminations agamnst Latmn American exporis mlI’Pseh
particularly by the preferential systems of the Britis
Commonwealth and the Eurepean Common Market; bamelrs
to traditional Latin American eiports imposed not OﬂhY
at the frontiers but 1n the form of high internal taxes on ihe
consumption of troptcal products; the lack of preferentia
treatment for the manufactured exports of less develope

1 The New York Times, February 3, 1874, p. 2.
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countries as against similar exports from 'he developed
countries; and most importantly, internatronal arrange-
ments for stabilising and increasing the price of various
export commodities.”

The application of neocolonialist trading practices has
a disastrous effect on the economic and financial posiiion
of the Latin American countries, whose main trading partner
sull remains the United States. These countries’ mam
éxport items are primary products: metal ores, oil, coffee,

ananas, cotton, meat and wool. A question of vital concern
to these countries is stable cotiee prices, since coffee accounts
for 50 per cent of Costa Rica’s exports, 55 per cent of Bra-
2l's, 70 per cent of Guatemala’s and Haili's exports, and
75 per cent of Colombia's exports. By holding down prices
oD coffee and other traditional exports from Latin America
lh.e Us monopolies deprive these countries of hundreds of
millions of dollars every year: for example, over the last
fifteen years the average price of one ton of Brazilian ex-
Ports has fallen from 350 to 78 dollars. After a long strug-
gle the Latin American countries managed to persuade the
Umted States to sign the International Coifee Agreement 1n
1962, The advantage to be gained from this agreement for
Branl has since been more or less cancelled out by inc-
reases in the taxes to which Brazilian coffee is subjected
Within the United States: one such increase was of 13 9 per
ent 1 Apml 1969, -

Non-equivalent exchange is not the only neocolonialist
trading “practice employed 1n relation to the Latn
American countries. After gaimng control of the Latin
American market and foisting on the countries of that
area commodities that have not proved saleable on the

domestic market—this applies in particular to “food
Surpluses” — the US Government then proceeds to lay
down Testrictions for the volume of traditional exports from.
the' Latin American countries it 1s prepared to allow in.
This phenomenon is viewed by Edward Mason 1 the follow-
oF light: “We [i.c., the USA.—V.V.] drastically limit

ol imports, including oil from Latin America. We have,

—_——
! Edward 8. Mason, op. cit, p- 82.
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on occasion, imposed quantitative limitations to imporls
of lead, zine, and copper. We have, sometimes for health
reasons, 1mposed barriers to the importation of Argentine
beef  We have traditionally imposed a high tarifl on wool,
which particularly affects Uruguay and Argentina. All these
barriers need to be re-exanuned in the light of our partici-
pation 1n the Alliance for Progress. It would, however,
take a bold prognosticator to foresee rapid progress here.”
As a result the share of Latin American exports to the Umted
States between 1935 and 1966 dropped from 44 to 33 per
cent of the continent’s total exports and food oxports to the
Uuited States from 51 to 34 per cent of the total. The overall
picture for these countries' trade with the United States
also showed a correspending downwards curve, as is demon-
strated, for example, by the figures for 1968 published by
the UN Economic Comtmission for Latin America (CCLA).
Aceording to these figures Latin America’s overall trade
balance for that year showed a small surplus(--242,700,000
dollars) mainly thanks to the surpluses achieved by Vene-
zuela and Argentina. However, the trade balances i 15 of
the Latin American countrics showed a deficit that year,
which all 1n all came to 793,800,000 dollars. .

American propaganda mahes a good deal of the US\'s
“generosity”, extolhing the programmes for aid 1o the devel-
oping countrics, including those of Latin America. [n reali-
ty the US bilateral financial aid to the Latin Amcncan
countries since the war up to the victory of the Cuban
revolution consisted 1n the main of loans grantud by the
Export-Import Bank of the Umted States in the form of
trade credits, This hnancial aid {approximately 150 millwn
dollars a year)? could not possibly be comparad with the
aid grantcd to Western Europo in the carly post-war )l"‘“‘
(to “sase” capitalism 1 those countrics) that came 10 clase
on 11,000 milhon dollars?

P pdward S, Masa. op. city,

p- 53,
2 ('S Neocansabisms tn Lastn A meriea cdited by B, L Gyozdany %

P .
3 Edward S, Mason, ap. cit., p. 730
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_ Tlus programme was officrally 1naugurated by President
Kennedy on March 13, 1961; 1t represented yet another
new approach on the part of the United States toats ‘co-
operation” with Latin Amertca The Alliance for Progress
programme was drawn up without the participation of the
Latin American countries It was indeed only 1n 1964 that
the Latin American countries were first officially allowed
to participate 1n a discussion of the results achieved by this
programme, when the Inter-American Committee on the
Alliance for Progress was set up and held 1ts first meeting
on July 10 24, 1964 * It therefore hardly conies as a surprise
to learn that the programme cnjoyed little authomty or
support 1n Latin America 2 John Powelson described the
programme 1n the following terms “In Latin Amenca

there are certain governments that obviously feel that the
Allrance for Progress 13 a device to capture the agraran
revolution and head 1t off " While supporting agrariad
reform 1n theory, the Umted States in practice consolidates
the power of the land-owning class 1n Latin America this
loyal ally of the US monopolies 1s of course opposed to agrar-
1an and social reforms which have been long a vitally
important question 1n the countmes of that contiment?
It needs but few figures to bring this point home by the
end of 1965, 72 6 per cent of the farms with land under 60
acres accounted for only 37 per cent of the ﬂgrlcultural
land, while 15 per cent of the farms, the large latifundia
(each 1ncorporating more than 2,500 acres) accounted for
almost 65 per cent of all the arable land 1n the contient
as a whole® Another factor which holds backh agncu]tural
advance 1s the practice of hacienda, a type of feudal peonage,
vestiges of which are stall to be found 1n a number of coun-
tries  Although the majority of Latin American countries
are agrarian, they are, however, unable to satisfy their

% Organizacion de los Estados Americanos Informe Anual del

Secretario General 1965, pp 36, 38
2 Pdward 8 Mason, op cit, p 99

3 John P Powelson, op cit, p 67 vol 2
4 Social Aspecis of Economic Development in Latin America VO £
1
O e see also Victor Alba

5 Britannica Book of the Year 1966, p 28, e in
Nationalists Without Nations (The Olgarchy Versus the People
Latin America), New York, 1968, p 113
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requireménts 1n farm products and have to import large
quantities of food from abroad In 1964 alone 1,500 million
dollars was spent on such 1mports, and between 1958 and
1968 food 1mports increased by over 50 per cent ! As was
pornted out in the report to the first meeting of the Board
of the Latin American Peasants Federation (Caracas August
1969), close on 40 mullion peasants in Latin America are
living below the poverty line, earmng less than a dollar
aday The Board called attention to the fact that the existing
system of land tenure was the main obstruction 1mpeding
development of agricultural production, which 1s also
encumbered to a sertous extent hy the USA dumping its
agneultural ‘surpluses” on Latin American markets The
Board decided to campaign for agrartan reform for all 1t
was_worth,

When launching the Alliance for Progress the United
States promised to set aside approximately 20,000 million
dollars to 1mplement the programme 1n the course of a ten
year period In practice, however, things turned out quite
differently During the first four years the Umted States
granted the Latin Amerncan countries aid’ amounting
t0 1,500 milhion dollars  In this connection 1t 1s 1mportant
to remember that the Latin American countries lost over
2,000 milhion doilars in the three years 1960 62 as a result
of falling prices for their exports and in 1965 alone they
paid out 1 660 million dollarsin the form of service pay-
ments On the occasion of the fifth anniversary of the Alliance
for Progress President Johnson announced on March 14,
1966, that the United States had spent about 5,000 million
dollars on the programme during the previous five years
and promised that more would be spent in the five years
to come In practice, however, the aid received over those
next five years came to 500 million dollars 1n 1967, 460 mil-
Lion 11 1968 and 336 million dollars i 1969 ® In an assess-
ment of the record of the Alliance for Progress in 1966
The New York Times wrote that “even supporters of the
—_—

! Britannica Book of the Year 1966, p 28 seo also Iater-Amerlcan
Development Banl Ten Years of Work in Latin America, p 12

2 Includimg deliveries of agrcultural “surpluses” provided for
in PL 480
3 Le Monde, July 30, 1969, p 3.
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Alhance fuel disheartened by 1ts snatl’s pace’ pointing out
that the tme had come for a frank and [full reassessment
of the tashs that lay ahcad ! Ihe Latin Amcricans viewed
the Alliance 1n still more bitter terms® President Gomez
of Leuador refurred Lo 1t as an 1llusion and thwarted hope.

Johinson took it upon hamself to rescue the Alhance for
Progress In lus mcssage to Congress of March 14, 1966
he reforred to ats prospects for the second five-year period
as ‘rosy ' after nammg the following targets. 7,000 miles
of vmproved motor roads, the construction of 130,000 houses,
the irngation of 136,000 acres, an inerease of 530,000 hilo-
watt hours 1n electrie power output, new schools caterng
for a total of a million pupls, the setting up of 450 medical
dispensaries, crudits for 450,000 farmers that would total
250 nullion dollars and the sctting up of private industnal
firms (with a total capital of 200 nullion dollars) 1% 18
obvious that this live-year programme, even if 1t had been
carried out, would have had no profound influence on the
economic and social position of the peoplis of the Latin
American continent Indeed, such was the object of the
plan from the US pont of view. the United States merely
sought to use the Alhance for bolstering up the
machinery Edward Vason had the following comment
to mahe on this particular situation ‘The fact is that
the Alliance for Progress to date has not developed the
capacity to act .. as a creditable ‘counter-myth to tho
Commumst 1dcology’ As onc observes the muhtary take-
overs  since the mitiation of the Alhiance, a rather different
type of alternative to Commumsm appears to be emerging
It seems highly smprobable that this kind of regtme 1s 2 real
alternative or that 1t can last for long, though 1t 1s equall’sx’
improbable that we have seen the last of such take overs

In March 1971, at the time of the tenth anniversary of ¢ ‘:
Alhance, the majority of observers agreed that the Us
had clearly failed to reseuo 1ts scheme from complete
failure A study of the achievements of this Alhnncle
was published some time ago by two American aut-
hors, Jerome Levinson, a former top official at the Agency

U The New York Times, Apnl 4, 1967, gl 42
1 Edward S Mason, op. cit , pp 104 0!
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for International Development, and Juan de O« a pro
mnent US journahist 1ts title requires no el\boration —
The Alliance That Lost Its Way * The authors provi lc readers
with a detarled analysis of the results achieved by the
Alhance for Progress and then draw the conclusion that
the USA fuled not only to reach those targets ofhcrilly
announced but also to achieve the real aims which 1t had
set 1tself

Indeed, what did the Umited States and the Latmn Amen
Can states achieve during tle ten years following the launch
g of the Athance? The Allince charter stipulated an
annual growth in the per capita national income for the
member countries of not less than 2 5 per cent while between
1961 and 1907 thus growth actually averaged approximately
15 per cent The average annual growth i the per capita
GNP duning the period 1961 69 1n the Latn~ \merican
countries was as follows 19 per cent 1n Argentina 1 9 per
cent 1n Braz1l 1 7 per cent 1n Chile 1 5 per cent 1n Colom
bia, 2 3 per cent 1n Costa Rica, 1 1 per cent in Ecuador 2 2
per cent 1n Ll Salvador 19 per cent in Guatemala 2 per
cent 1n Honduras, 14 per cent in Paraguay 2 3 per cent
n Peru and 11 per cent in Venezuela Only 1n Bolivia
Mexico Nrcaragua Panama and Trimdad and Tobago did
s average reach or slightly exceed 3 per cent however,
I countries such as the Domimican Repubhic Haiti and
Uruguay 1t did not rise at all but fell (by approximately 8
per cent over the indicated period) ? The charter also con
tamned 1 promise of more just distribution of the national
!ncome  however according to official ECLA figures the
average annual per capita lncome in Latin America does
Rot exceed 120 dollwrs Nor was the target 1n relation to
fuller utilisation of the continent s natural and manpower
resources and a reduction 1n unemployment thanks to
Increased industrialisation reached On the contrary the
question of unemployment became even more acute than
before dumng the ten years of the Alhance the number
—_—

* Yerome Levinson and Juan de Oms The All ance That Lost
Its Way Chicago 1870

Socio-Economue Progress in Latin America Social Progress Trust
Fund Ninth Annual Report IDB Washington DC 1969 p 2
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of unemployed reached 25 million The authors of the All-
ance programme had provided for a considerable rise 1n labour
productivity 1n agriculture and an increase in agricultural
production, however, even Nelson Rockefeller was obliged to
acknowledge that per capita agricultural production in
Latin America had not yet regained 1ts pre war level By
1969 the agranan reforms promised in the charter had not
been 1introduced 1n the majority of the Latin American
countries Between 1960/61 and 1967/68 agricultural produc-
tion for the whole of Latin America only increased by 3 per
cent and 1n 1967/68 farm year 1t even dropped by almost
one per cent compared with the level for the preceding
year The growth 1n agricultural production for the period
indicated did not reach 3 per cent mn 11 Latin American
countries, including Brazil, Argentina, Colombia, and 1
some countries (the Donnican Republic, Hatt and Uruguay)
1t even showed a decline of 2 per cent on average

The share 1n the continent s economy accounted for by
the manufacturing industries increased by a mere one per cent
during these ten years, the total volume of Latin American
exports over the same period 1ncreased (1 terms of value)
by only 52 per cent (while the equivalent figure for the
whole of the capitalist world was 8§ 7 per cent) and there
was virtually no qualitative change in the continent s range
of eaports the share of prumary products accounted for
85 2 per cent of the total exports mn 1967 as opposed to
90 6 per cent 1n 1961, 1 ¢ , there was a drop of only 5 per
cent

So all1n all the decade of the Alliance for Progress complete
ly shattered the hopes the Latin American countries had
pmned on the programme launched in 1964, and their
dependence on the US monopolies had become still greater
during those ten years The continent’s external debls ha
shown a marked increase and by December 1, 1968 the
external debt of the 21 Latin Amenican countrnes cameé
to 16,730,600,000 dollars? and their annual servica payments
came to an average of 1,000 million dollars between 1965
and 1968 3 The lavel of these countries’ payments on theit

1 World Bank IDA Annual Report 1970, pp 10, 16, 23

Sibid, p 73
sibdp 77
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external debts remamed appronimately the saue 14 L069
and 1970, and 1f payments on private loaus em o1 arl are
taken 1nto account the Latin American countries ser see
Payments for the period were as follows 1 652 200 (i) ¢ |
lars 1n 1965, 1,970,500,000 1n 1966 2 149 800 ¢ 00 m (7,
2,298,000,000 1n 1968, and 2,158,000 000 dollars 1 1491
In 1970 the Latin American countries’ external debt reacuica
the enormous sum of 17,600 mullion dollars and 1n that year
the continent’s servico payments came to 2000 millicn
dollars,? 217,000 mllion more than the total aid recosed
by those countries that year, wincluding the net flow of all
foreign private 1nvestmont

Polmcally the Alliance for Progress was also a4 fiasco
msofar as the Alhance programme did not result 1n
feonomic, social or political improvements for the
Latin American countries, 1t did not do away with the dan
ger of anti-imperialist revolutions, bourgeois and landow-
ner classes 1n these countries had hoped The results at the
end of those ten years gave those ruling circles more cause
than ever to apprectate that the peoples of the Latin Amen
an countries already prefer o analyse the problems of
ceonomie and social development now confronting them
TOm 2 Maraist position Nelson Rockefeller was also
compelled to recognise this fact after visiting a number
of Latin American countrres as President Nixon’s per-
Sonal representalive 1 1969, and Robert Finch, one of
the President’s advisers and former Sccretary of Ile-
alth, Education and Welfare, was sent on tour of Latin
merican countries 1n November 1971, when he openly
announced at g press conference that the ‘good nerghbour
Policy” and the Alltance for Progress had reflected the
approach on the part of the USA to the Latin American
countries as to so many “banana republics” taking no ac-
count of their yeal interests, and pointed out that from
then on the United States would approach the needs and
Tequirements of each country individually This “new” and
ndividyal” approach, which Finch had been instructed
—_——

2 World Bank IDA. Annual Report 1570, p 19
s * World Pank IDA. Annual f?epm 1971, Washington, D C.,
eplember 1971, pp 50-52, 63 67.

s 23-0913
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to proclam abroad, did not, however, lead to any change
m the essence of US monopolies policy 1n relation to the
Latin American countries, insofar as the marn purpose be
hind Finch s tour was to bring pressure to bear on those coun-
tries to put a stop to the nationalisation of American com-
panies exiracting tremendous profits 1n those countries

In an assessment of the political events in Latin America
during the decade under consideration The Christian Science
Monator wrote ‘The 1960s were also characterised by intenso
politreal change that included one war, 18 border disputes,
one civil war, onie major Umted States military intervention
and another Umted States sponsored invasion attempt,
21 military coups d’etat and almost 60 changes of govern-
ment in the 24 nations of Latin America ” In 1ts summing
up the newspaper drew the following conclusion Latin
America 1s more umfied today on how to deal with the
Umted States than 1t was 1 the early 1960s In fact,
Washington probably will be presented with a more umted
%;éc(l)n ;ﬁmenca on political and economc 1ssues than 1n the

5

3 ECONOMIC INTEGRATION
IN LATIN AMERICA

The fasco 1n which the Alliance for Progress project
ended was the main reason behind the US imtative 1
regard to economic 1ntegration and the creation of a Latin
American common market While integration for the USA
meant an attempt on 1ts part to plan Latin American econ-
omc development to tie 1n with 1ts strategic plans for
the whole Amenican continent, for the Latin American
countries integration represented a chance to overcome
stagnation of production and to expand their markets
In addition the Latin American countries are now msisting
that the United States agree to tarff preferences and also
give them wider access to US markets

On February 20, 1967 a consultative conference at min-
isterial level held in Buenos Aires agreed that a mcemllg
of presidents from all the OAS countries would be he

V The Christian Science Monutor, December 31 1970 p 2
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m April of that year in Punta del Lste Tle zadu fnr
this summit? meeting mncluded the following iter  mtegra
tron and the creation of a Latin American commn m ket
the expansion of education facilities and health <e vices
and modermisation of agriculture The meetmg approstd
the proposal put forward by Argentina to tie «flecy that
the possibilities for setting up a commor mailet on the
basis of the Latin Amercan Free Trade Association and
the Central American Common Market be studied Prelim
Inary discussion 1in Buenos Aires of an Amcrican plan for
carrymg through a ‘decade of economic ntegiatior for the
Latin American countries” had shown tht the United
States’ main aim was to dispel the disillusienment felt by
the Latin Americans after the fiasco of the Allance for
Progress The Declar tion by American Presidents published
«t Punta del Este in 1967 provided for the creation of
a Latin American common market (with US participation)
and the achievement of economic mtegration by the first
half of the 1980s

As was pownted out 1n one of the publications issued
by the Inter-American Development Bank the Iirst Devel
opment Decade, the decade of the 1960s could also be
called the First Economic Integration Decade m Latin
America” L A number of assocations of various hinds actual
1y were set up during that period The major achievement
I this field was the cetting up of the Latin American Free
Trade Assocuation (LAFTA),* which was maugurated in
1960 at a conference m Montevideo convened under the
auspices of ECLA The original members of this Ascociatton
Were Argentina Brazil, Chile Colombia, Mewico, Ecuador,
Paraguay, Peru and Uruguay Later Venezuela and Bolivia
also became members These countries talen together ac
count for 94 per cent of Latin American territory and 90 per
cent of the continent's overall population In accordance
with the Treaty of Montevideo, which came into effect
on June 2, 1961, LAFTA members committed themselves
T s g ”

2 Vitor L Gt e Frate-snt Seonarsse Futgration sn Latin
America Umversity of California Press, Los Angeles 1962 Fufimss
{5‘5;01%1 M, La Integracién Economica de America Latina, \adnd,

23+
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to elimnate all duties on goods currently traded among them
within twelve years The possibility of gradual integration
for this group of countries was referred to in Article 15 of
the Treaty and Article 16 indicated practical steps towards
this end ! However, no conspicuous increase 1 cconomic
co operation between the LAFTA member countries toch
place although a certain degree of expansion 1n Interregion-
al trade was to bo observed, particularly in tho early
sears after the conclusion of the Treaty of ‘Montevideo ?
A mecting of foreign mimsters from the LAFTA member
countries 1n December 1966 proved unable to settle nter-
LAFTA differences that had arisen since the Asseciation
was first set up The next meeting held 1 August 1967
m Asuncion {Paraguny) only succeeded 1n <ctthng part of
those differences an agreement providing for a “subregtonal”
marhet was <«igned by only five countries 3 However,
the mimsters were unable to agree on how best to work
towards cconomic integration It was US policy which
prevented a solution of these problems, since the United
States had tried to hecp negolintions concerning these
problems within the Alhance for Progress frameworh For
this reason LAFTA mimsters put off “active steps” m this
direction till a later date Commenting on the rceults of
this meeting The Christan Science Monilor wrote that “the
farlure of the Latin American Irce Trade Association
(LAFTA) to tahe prehmnary steps towards a common m'l‘r;
ket at 1ts rccent meeting  has set back the whole concept”

In fact the mumistersal meeting 1n Vontevideo (Dccember

* Article 16 read< *With a view to expediting the iroc(sx u!lnilo:
gration and complementanity, referred to in Article 15, the lemc]l l‘.
Partics (a} sh:lF« aderve ur to promote progressivily eloser co-ordin "
tion of the cc e ponding industrialization policies, anl <hall ‘l“”:‘lc
for this purpoce agricinents among representatives of tho eono e
ctors concerned and (b} may negotiate mutual agrecments .
cong lomentarity by andustrial sectors™ (John PP Powelsun, ¢p €ib

p o 00)
P US \eocolontaltas tn Latin Lnsries elitod by B 1 Gronds

ryos, p i
% 'l‘hu \udcan Common Matket group Chile Clombia, Foual n
Peru ani Bolivia .

& The Chrizilan Sclence Monltor, Scf tembar 15, 1907, p §
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1967) brought no results the ministers were unable to
mclude cereals and otl in their umified hst of commodities
which was a prerequisite of the 75 per cent reduction n
tanffs for all other commodities included 1n the hst

In May 1968 a meeting for the countries of the La Plata
valley was held mn Santa Cruz (Bolivia) at which mimisters
from Argentina Brazil Uruguay Bolivia and Paraguay
discussed possibilities for setting up a co ordination centre
to prepare a common development programme for the
countries of the area in question The ministers reached
agreement concerning the creation of an infrastruciure but
could not draw up a common trading policy The agreement
on co operation 1 economic development was signed by the
foreagn mmmisters of these countries on Aprl 23 1969
It provided for a research programme for 1mproved mga
tion schemes more extensive use of waterways improved
roads etc

In February 1968 a treaty was signed by a group of
countries within LATTA (the Andean Common Marhet
group) and Venezuela providing for the setting up of an
Andean Development Corporation (ADC) with a capital of
100 mllion dollars Despite serious differences that came to
hight 1n the course of a further meeting hetween represen
tatives of the<e countries mn Cartagena (Colombia) a Car
tagena Agreement was signed m May 1968 These differen
ces were settled to a certain extent at a meeting 1n Caracas
1 June 1970 when 4 group of experts were called upon to
draw up a plan for investments from Corporation funds taking
due account of the requirements of each country concerned
A further step towards co operation within this group
was the creation on June 8 1970 of the Andean Deve
lopment Corporation admittedly with himited capital * At
the second Corporation meeting held m Caracas m January
1971 a number of projects were approved the integration
of the telephone services in the ADC countries 1ntegra
tion of fishing policy for Coloma Chle Ecuador and
Peru For the immediate future alone 21 projeets bave been

1 Vepezuela s contribution amounted to 1 100 000 dellars
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Lined up The entry of Venezuela in February 1973 further
consohdated the Andean group ?

As for trading policy the Andean Common Market group
reached an agreement 1n October 1970 providing for steps
to ensure the gradual reduction of duties At a meeting
in Lima an Andean Common Market commission adopted
a resolution laying down that from December 31 1970
onwards duties on commodities from member countries
would not exceed 100 per cent of thewr actual value and
that duties on 5 800 types of commodities would be reduced
by 10 per cent every year until they were finally eliminated
1w 1980 % The commission al<o discussed the quesiion of
foreign 1investment aiming at evolving a common pohecy
n this respect on the part of the five countries and also
the question of Venezuelas participation mn the activities
of the Andean Common Market The proposals put forward
by the commission 1n connection with these matters were
reviewed at the next meeting of the Andean group foreign
ministers held in Lima on March 11 13 1971 at which a
number of decisions were talen The most impertwmnt
of these were the following confirmation of the Andean
group s resolve to accelerate economic integration of 1ts
member countries 1n order to promote far reaching economic
and soctal change ratification of the prmciple of jont
planmng for mdustrial development and the plan to held
regular meetings for ramsters for various fields of thewr
countries economies mutual respect for 1deological differ
ences and the principle of non intervention and self determt
nation and finally approval of the need to implement
measures testricting the investment of foreign camtal 1n
order to protect the national interests of all member coun
tries In October 1972 a Jomnt Andean Mexican Comnnssion
was set up representing the Andean Common Market group

1 These mclude the construction of cold storage mnstallations ?in
the coast of Peru and Colombia of tin bismuth and anumonhf fuufl o
ries 1 Bolivia the opening up of a coal industry m Coloml 12 s
construction of a dye works 1n §enezuela and the creation of 2 )
air company and joint fleet for the transport of cereals clcu hvia

2 It was planned that duties on 39 commodities exported by ‘11 tely
and Ecuador less developed countries would be abolished comple

by December 31 1973
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and Mexico for the purposes of extending trade between the
Pparties concerned

Within the Andean group steps were taken which resulted
m closer collaboration 1n cultural affarrs which were dis
cussed at a meeting of the group's msters of health in
Lima (Tebruary 4 6, 1971) The mimsters present discussed
possibilities for elaborating joint education scientific and
cultural programmes, the use of television for teaching
purposes and a number of other questions It 1s significant
that the meeting rejected the United States proposal to use
US communications satellites and programmes to develop
the member countries’ education systems and called upon
the Latin Amencan countries to actively combat all forms
of ‘psychological colomahsm” and cultural chains’ In
December 1971 a meeting of health mumsters from the
Andean group countries was held in Lima at the end of
which an agreement for collaboration 1n this field was signed
The munisters also adopted a resolution calling for more
effective measures to counter pollution of the environment
and agreed on a joint programme for combatting narcotics
smugghng

On Apml 2, 1973 the labour ministers from the Andean
group adopted the Quito Declaration which laid down the
group s policy on the qustions of labour, professional traxmng
and social security

Desprte these positive achievements the creation of
a commen market within the LAFTA framework by 1973
as onginally envisaged in the Association’s inauguration
treaty proved to be too ambitious a target New negotin-
tions were required which were not completed until Decem-
ber 1969 when a final protocol was signed 1n Caracas which
scheduled the creation of the common marhet within the
LAFTA framework for 1980 The LAFTA Permanent Execu-
tive Commuttee and 1ts secretariat began te function after
this Caracas protocol had bheen signed !

The plan to set up a Central American Common Marhet
had been devised as far back as 1950 at one of the regular
CCLA sessions bub 1t was only maugurated in December

! Socio Economie Progress in Latin America p 45
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1960 The signatortes of the CACM treaty {Guatemala El
Salvador Honduras and Nicaragua, who were later joined
by Costa Rica 1n July 1962) committed themselves to ehm
mate customs duties on commodities sold within the
CACN framework 2 This treaty which came mto force 1
June 1961 also included an agreement between the five
countries concerning the implementation of measures to
promote economic ntegration, for which purpose the Central
American Economic Integration Bank with mutinl assets of
16 mullion dollars was set up * Work to implement this agre
ement came up agamst a number of problems although 1n the
period 1962 65 trade within the CACM arca almost doubled
The CACM cnsis begm 1n February 1968 when Nicaragua
mtroduced specinl duties 1n order to compensate for the
losses which she had suffered as a result of her mumber-
ship of the CACM demanding at the same time that the
fundamental pomts of the CACM charter be reviewed This
action on the part of Nicaragua gave rise to sumilar steps
on the part of the other CACM members 4 Subsequent devel

opments 1n 1968 were coloured by increasingly acute
problems 1n connection with the markets and falling prices
for traditional ciports from these countries The President
of Nicaragua accused the other Central American countries
of undermining mtegration These accusations stemmed
from the fact that the other CACV countries refused to buy
cotton o1l from Nicaragua Ll Salvador, n her turn, mntre

duced restrictions on cigar imports from Guatemala, and
Costa Rica prohibited the unport of rice from El Salvador

In their asscssments of the CACM crists many cconomists
agree that the main reasons for 1ts collapse are firstly that
the countries of Central America sell over 80 per cent ol

their export commodities to the Umted States and <ceondly
that due to the one-sided develop t of the 163
of the Central American countries they have practically

The Central imerican Common
! Develop

Pibid, p 44 Joseph Pincus
LEcondml

Vtarket U § Department of State Agency for Internationa
ment September 1962 Fuentes lrurozqus M , La fntegra iv ¢
ca de tmerica Latina Madnd 1967 pp 5256
John P Powelson, op it , p 208
3 Later this sum was increased to 125 million dollars
4 El Mundo, Salvador, Apnl 10 19069
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Baexport items to trade in with their neighbours, s
at

E‘Ade within tho CACM framowork did merease somew
eween 1961 and 1968.%
b he conllict between Houduras and El Salvador fanned
- ¥ the US company United Fruit 1 July 1960 completely
Ma])s?d the CACM. The meeting for CACM ministers of
::“mem held in San José in November 1970 was an attempt
resurrect tho CACM. The mimisters tried to determino
mg ]Pnltem and nature of its activity. The agreements
siohc ilded at that meeting were, however, only of a provi,
Sala nature, for the conflict belween Honduras and El
Shl;ador had virtually brought inter-zonal trade to_a stand-
dirda.s aresult of the blockade of the Pan-American Highway
;ml ing tho CACM countries into two groups: El Salvador
m sta Rica on the one side and the other three CACM
lnetmhcm. on the other. Nor did the First Congress on (.}ACM
egration go very far towards settling the problem: that
Deeting, held §n San José between November 30 and Decem-
e 4, 1970, was attended by economists from Cqsta Rica,
l“ﬂtemala‘ Honduras and Ll Salvador. The existence of
ternal differences within the CACM, aggravated by the
ictivities of the US monopolics, render the rene\\'ml of its
activities impossible. Moreover, after Honduras virtual
Withdrawal fvom the CACM the President of Costa Bica
announced on December 13, 1970 that his country might
0 withdraw from the CACM since the orgamsation’s
activities had ground to a halt. New attempts to resurrect
the Cacm (a meeting of ministers of economics from Guate-
Wala, Bl Salvador and Nicaragua n San José on February 3,
1 among others) also failed to produce any results,
Since Honduras, in the opinion of the above-mentioned three
Countries, had violated the jowt treaty for economic in-
eration by making commodities imported from the
:g;gr CACM countries subject to customs duties once
in.
hThe military-political organisation of these countries —
o Organisation of Central American States — practically
eased 1o exist in early July 1973.
——

' Seo 78 18, 1968.
e New York Tumes, December 18, P00 g o,

3
Socio-Economic Progress in Latin America,
240943
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In 1968 another grouping appeared consisting of Trini-
dad and Tobago, Jamaica, Barbados, Guyana and other con-
tries and territories in this region, together forming the
Caribbean Free Trade Association (CARIFTA), set up in
accordagxcc with the treaty signed at Georgetown an Guly

Thus to date no spectacular achievements can be claimed
for economic integration in Latin America, for the activi-
ties of LAFTA, the Andean Common Market, CACM and
CARIFTA have not yet produced any tangible results and
the attempts on the parts of these groupings’ member
countries to consolidate economic co-operation are often
impeded, among other factors (for example, their Iow level
of development), by the disruptive efforts of US monopolies
whose intercsts clearly stand to suffer as a result of any
economic_and particularly political integration in Latin
America. US foreign economic aid policy, the new principles
of which were announced by President Nixon in his message
on fareign pohcy delivered to Congress on February 18, 1970
(the main one still remaining the encouragement of private
investment by US monopolies), his promises to liberalise
trade! which have not yet been put into practice, and mea-
sures to “protect the dollar” intreduced on August 15, 1971
(including cuts in the aid programme and the import sur-
charge), it the Latin American countries worst of all:
as noted earhier all these steps undertaken by the USA
were of little use to Latin America. In order to promoté
economuc and social development in the 1060s the IDB
allocated to tlis continent (from its Social Development
Fund and the Preinvestment Fund for Latin American Integ-
ration) about 400 million dollars. This money provided 1n
the form of loans and credits went towards financing a num-
ber of multilateral projects (mainly on new roads and other
sectors of the infrastructure) and also on “studies” for pro
jects, scheduled for later 1mplementation by LAFTA, C."\CM
and CARIFTA, to be carried on by the Latin America
Integration Institute.® Such projects were not, however,
destined to exert any effective influence on the process of
1 he 19705, p. 33.
2 IUL;IItr{.’ drff;u ‘}e':e:;‘;":f "Ilﬁz‘:llcwtlnlalraim Ammcg, pp. 48-55; IDB.
Eeventh Annual Report 1970, pp. 96-97.






CoNCLuStoN

The era of the general ¢nsis of capitalism and the tran
sttion te socialism, 1n particular since the Second World
War, 15 an era which has scen the creation and consohdation
of tho socialist community of nations that serves to restrain
the main forces of tmperialism and exerts an enormous nflu
ence on the course of world huistory, including the advance of
the national hiberation and ant1 imperialist movement, most
wmportant of all tlis period has seen the collapse of the
mmperiahist colomal system There has also taken place
1 radical change 1n the balance of power 1n the world arena
the forces of socialism, peace and progress have grown beyon
rcco,nition and the world socialist system “has been oven
further consohidated as the decisive ant imperialist foree,
and 1s the bulwark of peace and soctal progress”,' while
tho forces and positions of imperialsm and colontalism
have grown considerably weaker In this connection Comrade
Brezhney pointed out  “No matter what senscless brutalt
ties the modcrn colomalists may comumtt, smperalism 1o
lon,er § osscsses 118 former ability to dispose of the destioy
of tho peoples unimpuded  Tho socialist cuse, the national
liberation movement are snvincible ™ In this new historical
context the colonfalists have been obligud to mo lify their
policies employing sophisticated methods moro compatible

$ 2dth Congress of the CPSU p 244
Brezhnev  The Fiftieth P(Ilrlll.frul[ of the Unlen of Sosiet
4

-1 1
Soctaltst Reputlies Mwcow 112 p
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with the new conditions Despite sharp differences between
the mamn capitalist powers they are joining forces more
and more frequently now in their efforts to contun social
1sm and the international communist and working-class
movement and the national liberation movement in the
newly independent states The old colomal policies are now
mving way to more skilfully disguised metheds and ma
nocuvres so as to subject the peoples of the countries
that have recently gained their politrcal independence to
economc pohtical and financinl bondage

In thewr struggle against soctalism and the national liber-
alion movement the rmperialists tighten thar hold on the
small number of remaining colonies try to prevent the
developing countries achieving genuine economic nd socral
independence and do all they can to compel the newly
independent states to embark on a capitalist path of econom
1¢c development After noting these changes 1n the colonal
policzes of the 1mpenalist powers the 1969 International
Meeting of Commumst and Worhers Parties called atten
tion o the final communique tssued at the end of the Meeting
to the fact Fhe impenalists 1mpose on these countries
economic agreements and mrlitary political pacts which
infringe on their severmgnty, they exploit them through
the export of capital, unequal terms of trade the manipul
tion of prices, exchange rates loans and varous forms of
so-called aid and pressure by international finaneral organ
1sations L

In an attempt to preserse the unequal relations with
their former colonies the ncocelomulists resort more and
more frequently to new forms of exporting industrial and
finance caprial {sclung up “mxed' companmes 1 conjunc
tion with local capitalists and often making surc the
controlling interest remains 1n the hands of the foragn
monopolies and banks, the concealed export of capital the
creation of international funds and consortiums nd explor
tation of the raw matenials and the finwcial resources of
the devcloping countrics, etc ), more subtly dis me<ed forms

1 Internasional Meeting n] Comrmunist and Workers Parttes VMopom
1969, Prague §963 pp 121



366 NEOCOLONIALISM: METHODS AND MANOEUVRES

of non-equivalent exchange (which enable the monopolies
to 1ob the developing countries of thousands of millions
of dollars every year), dumping and other trading practices
thereby gaining a firmer hold on previous markets and
acquring both new markets and sources of cheap labour and
raw materials; under the gwse of aid to the developing
countries the monopolies go out of their way to consoli-
date their existing position, foist régimes that support
their interests on the developing countries (more often than
not extremely reactionary régimes) and virtually compel
them to embark on a capitalist course of development,
making sure the while that they do not achieve anything
spproaching Tapid omd allaound economic and secial
development.

It 15 a common practice of the neocolomalist powers
to grant the newly emergent countries nothing but the of-
ficial trappings of political independence: these powers are
no longer 1n a position to maintain the old colonial régimes
in the former colonies, the colonial powers proclaim them
independent while at the same time foisting on them a whole
series of pohtical, economic and financial treaties and agree-
ments and renouncing all “responsibility” for these countries
subsequent development and freeing themselves of the
expenses linked with the upkeep of colonial administration.
However, when the former colonies try to assert full inde-
pendenco and the imperialist powers stand to lose more than
they find acceptable, they then resort to force making ax{lplﬁ
use of thewr military bases, blocs and treaty organisations
and are ready to stop at nothing, even armed military inter-
vention and neocolonial wars.

Tho most subtly disguised method employed by the
neocolonialists to pursue their policies are their attempts
to mahe use of various international, regional and other
organisations in the interests of their imperialist cndl:.

After making sure thoy rule the roost in the World Bank,
and its branches and the International Monetary Fus
the leading capitalist powers make wide use of these
international financial Institutions in order to exploit
and systematically plunder tho developing .cauntrif:
through their monopolies and banks. In their eﬂo‘::
to implant and consolidato capitalism in the developing
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of private capital to the associated countries by the monop-
ohes of the Six and for the extraction and 1mport of cheap
raw matersals Tho CLC neocolomalist potential was even
more cnhanced when Britain, Denmark and Ireland joned
the Community in January 1973

The establishment and activities of the OLCD represent
yet another attempt on the part of the neocolomalists to
join forces, and this time on a wider front, and to co ordi-
nate their policies vis & vis the developing countries The
work of a number of OLCD committces and the OECD
Development  Centre and collaboration with a number
of speciahsed UN bodies should be regarded first and fore-
most as camouflage for collective colonialism” carried out
by the main imperialist powers within the OCCD framework

Without entirely renouncing old uolassical” methods of
plunder and robbery, the leading capitahist powers,headed by
the USA, have elaborated and actavely employed since the
Second World War a whole series of new methods and ma-
noeuvres to pursue their colonialist goals, attemptmng at the
same time to make use of 1nternational orgamisations to
further their ends The neocolonialists have succeeded,
albeit 1f temporanly, 1n achieving some of their object1ves
1 particular with the help of such organisations as the
EEC, OECD, the IMF and the World Bank Ina pumber
of cases they have succeeded 1n persuading various
bodies and specialised organisations to adopt yesolutions
1n their mterests

Meanwhile the active policy pursued by the Soviet Uniont
and other socialist countries obstructs the successful apphes
ation of these neocolonialist methods by the leading capitalist
powers, ncluding their policy within international organt
sations, the same 1s true of therr efforts directed at turning
these organisations 1nto instruments of peace and genuine
International co operation, nto nstrunien
for the developing countries so as to ehmmna

colonalism and racialism and their repercussions In apply

ing these methods the impertahists have been systemancally
dozens of countries 1 Asta,

plundenng the peoples of

Africa, and Latin America Lvery year, they extract thou
sands of mullions of dollars out of the Thurd World Mean-
while, according to a 1970 UN report on the world food
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liberation in many countries has in practice begun to devel-
op into a struggle against exploitative relations, both feudal
and capitalist. The countries which have taken the non-
capitalist path of development, that is, those which have
taken the long-term line of building socialist society, are
the advance contingent of the present-day national-libera-
tion movement."” This assessment of the national-liberation
and anti-imperialist movement at its present stage repre-
sents more than an important theoretical conclusion. It also
points to the way in which the situation will develop in the
future The historical experience of this movement in the
post-war period shows that the genuine and completo hber-
ation of the peoples of the develeping countries can e
achieved through a continuation of the resolute struggle
against the domination of the imperialist monopolics,
through joint efforts on the part of the developing countries
and the socialist countries to promote this struggle, through
a rejection of the capitalist path of development and a new
socialist orientation, for the struggle against the forces of
imperialism, reaction and racialism and neocolonialism is
the phenomenon which determines the social and political
climate and character of the present age. )

The colonialist, neo-colonialist, racist and apartheid
policies pose permanent danger to the peace and security
of nations. Therefore, the efforts to promote the cause of
peace détente and the principles of peaceful co-existence
in the relations between states with differing social systems
contribute to the national liberation movement, help the
young states to strengthen their political and economi¢
independence, and serve the interests of all peoples and
countries, the developing states in particular.

This is the reason why the Paace Programme of the 24th
CPSU Congress enjoys broad support of the peoples and ﬂ:ie
governments of the overwhelming majority of states. !ndeef '
this"is a programme of struggle for peace and security, or
ending all wars and armed conflicts, for setting up peace
zones and for troop reductions, for ending the arms ract,
for banning nuclear weapons and destroying their 5“3"]“”1}55'
for easing international tonsion and developing friendship

1 24th Congress of the CPSU, p, 215,
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and all round co-operation between all peoples and countr
1e8, for soctal progress and socialism Full implementation
of this programme would greatly benefit all countries without
exception, tho developing states ain particular Desmite all
the debris of the cold war, this programme 1s being carried
1nto life through the efforts of tho CPSU Central Commttee,
the Soviet government and the personal efforts of the CPSU
General Secretary Brezhnev His visits to the FRG the
USA and France, particularly lus mectings with the U S
President, have been extremely helpful to this effect The
quarter century-old cold war 1s petering out and giving
way to a period of ever broaer acceptance of the principles
of peaceful co ewustence Today 1t has become clear to all
that the treaties the USSR and Poland have signed with the
¥RG the treaties between the GDR and the FRG beiween
the CSSR and the FRG, the agreements on West Berlin
have 1n fact set a seal on the post war period in Europe and
marked the beginning of normal, peaceful relations on this
contment, where two world wars were sparked off 1n the
lfetime of one generation

The whole world 13 witnessmg that the prmciples of rela
tions worked out by the Soviet Union with France and the
USA and laid down 1n the Soviet Franch and Soviet Amer:
can treaties and agreements open up broad opportunities for
developing nter state relations firmly based on the prin
ciples of peaceful co existence and sét the guidelines for
them The signing by the USSR and the USA n 1972 73 of
the treaty on the limitation of the anti missile defence
systems, the provisional agreement on strategic offensive
arms lim:tation and what 18 most important the agreement
on the prevention of nuclear war in the wake of the U S
President Naxon's visit to Moscow 1 1972 and the visit to
the USA by the CPSU General Secretary, Brezhnev were the
first crucial practical steps to limit the international arms
race and reduce the immense”danger of a thermonuclear
world war overhanging mankind for the past few decades

Guided by the decisions of the 24th CPSU Congress the
CPSU Central Committee and the Soviet Government are
consistently developing co operation based on equality,
with Asian Afncan and Latm American states The frmt
ful development of relations with these countries 15 1llustra
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ted by tho treaties of friendship and co operation the USSR
has signed with Egypt, India and Iraq 1 the past few years,
which contribute to wider exchanges with them These
facts strakingly bear out the fruitful results of the peace pol
cy the USSR and the socialist camp as a whole pursue
for the ben:fit of manhind
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