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THE NET COST OF SOVIET FOREIGN AID. By James Richard Carter.
Foreword by Raymond F. Mikesell. New York, Washington, London: Praeger
Publishers, 1971. xvi, 134 pp. $12.50.

There are various ways in which a country can reduce the cost of giving economic
aid to underdeveloped countries. One of them is by giving loans rather than grants.
A second is by price discrimination—charging the aid-recipient high prices for
what he buys under the loan, and paying low prices for the goods he exports in
repayment of the loan. Since Soviet economic aid consists primarily of loans, the
question of the net cost of that aid program is an important one. Using methods
developed for the analysis of Western aid programs, Professor Carter presents in
this book an estimate of the net costs. He finds that between 1955 and 1968 the
USSR delivered $3.1 billion in goods and services to non-Communist underdeveloped
countries. After deducting what they got back in repayment of the loan-aid, and
the benefit from price discrimination (plus some minor additional gains), the net
cost is estimated to be only $680 million.

The value to the Soviets of the loan repayment is calculated as the present
value of the estimated repayments stream discounted at 15 percent, which is Carter’s
plausible assumption about the rate of return on capital in the USSR. This is the
strongest part of the study. Carter’s treatment of the Soviet gain from price dis-
crimination is more controversial. Relying solely on writers who find the Soviets
to be highly discriminatory (Mendershausen, Kutt), he ignores significant opposing
views (Holzman, Pryor). In the statistical analysis of unit-values, no attention is
given to such complex matters as product homogeneity. Finding, for example, that
underdeveloped countries bought trucks from the USSR at an average price (unit-
value) over four times that paid by buyers in industrial countries, Carter concludes
that Soviet price discrimination amounts to over 400 percent in this case, without
examining whether the trucks may have been of different sizes and quality.

The evidence suggests strongly that some degree of price discrimination does
exist, but the estimate of 15 percent on both exports and imports is hard to accept.
Carter’s estimates of the value of loan repayments provide a reasonably firm basis
for judging the net cost of the aid program, but the magnitude of the price-discrim-
ination benefit must still be regarded as speculative.

JosepE S. BERLINER
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COMMUNIST INTERNATIONAL ECONOMICS. By P. J. D. Wiles. New
York and Washington: Praeger Publishers, 1969. xi, 566 pp. $12.50.

This is probably the most important book to date in the burgeoning literature on the
political economy of foreign trade of Soviet-type economies. In eighteen chapters
and numerous quantitative examples, both empirical and theoretical, and stressing
the USSR, Wiles covers all phases of the experience, including Marxist theory and
Soviet institutions, balance of payments and exchange rates, efficiency criteria, trade
structure and its terms, finance, international integration, and economic war.

The economist will be especially interested in the author’s many theoretical
contributions. In chapter 4, for example, he presents a reformulation of the foreign
trade multiplier so that the concept will apply to Soviet-type economies, stressing a
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