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MEMORANDIM FOR: Jexroae Forrest, A/SRD
Agency for Internaticaal Developaent

SUBJECT: . A Hots on the Operation of Comaunist Counterpart
Fund Schemes in Tropical Africa )

i ‘1. This memorandum i{s in response to your request of 26 October
for information on Commmist counterpart fundgs. ¥e understand that
your office plens to question the fiecld for additional inforwation.
Should eny responses not receive general distribution we would’
appreciate direct copies.

2. Thus far in tropical Africa the USSR has set up counterpart

: programs in the Socoali Republie, Chena, &nd lMalli. Czechoslovakia

i elso has & counterpart fund agreement with Ghana. Our information

! is detailed only on the Soviet counterpart progrem in Scualie and

" to a lesser extent in Ghana and Xali. These countriez are considered
in asttachments to this memorendum.

Attachanents:
1. "A"
2. “B"
3. "¢
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KITACIBGRST "A"

SORALT REFUBLIC ~ USSR

In February 1962 the Somali Republic recelved & $7.7 nillion
line of e¢redlt to purchase Soviet goods. Proceeds fxom the stle of
those goods were to be mpplied against loce) currency costs of Soviet
Tipanced development projects.

By the end of 1963 some $4 million had been drawn. During the
first balf of 166k Somalie used $1.5 million, bringing totel dravings
on this line of credit to $5.5 million. Qoods delivered by the USSR
included cement, sugar, wheat flour, vehicles, tractors, snd other
equipment. There have been problems, however; in particuler, the
USSH fulled to deliver promised shipments of suger ¢n schedule.
Somalie alsc has complained that the quality of Ruseian flour has
been poor and that trsctors, dulldogzers, &nd other equipsent sre
ill~suited for the Someli climate end terrain.

In Janusry 196k Somalia requested postponment of the first
instellment due. In July 196k, the USSR responded by meking &
gift of sbout $750,000 worth of the commodities and equipment
already delivered.

Repgyment provicions of the contract are swmAriged below:

(1) pProvision is made for & ope-year grace period,
folloving vhich pgyment is to be mede in equal
installments vithin 5 years of deldvexy of the
goods.

(2) Paysent on principal and interest to be in Sewmall
goods, fncluding cotton, oil-besring peeds, and yaw
hides. The part not paid in goeds to be pald in
convertidle cucrency. Withia three ponths before
the beginning of each year the parties are (o
determine the types and guantities of Somali goods
to be delivered for the cslendear yefir ghead. The
prices axre to be based on world market prices.

(3) The Somali Hational Bank and the Soviet State Bank
or ite delegate, the USSR Foreign Commerce Bank,
are to gpen gpecial credit accounts apd sel wp
Jointly the mesns to sdainister the credit snd its

repgyrent. .
(k) Interest from the dsy end for the sxmumt dram
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ATTACBENT “BY

GHANA ~ USSR

A $22,2 ydliten connterpart fund has been established wunder g
I ¥arch 1963 protocol to the Soviet-Ghena Economic &nd Toskmical
Cooperation Agreement. This protocol was cesigned to overcame cme
of the principal hendieaps of implemsuting Soviet alé projects --
insdequate funds to meet local costs. The protocol provides for
delivery of Saviet consumer goods, bullding materiasls, and other
itens furing the h-yemr period, 1863-66. Proceeds from the sale of
thege goods &re to be used by the Ghaseisn government exclusively
for meeting local coste connected with the conmstruction of egpecific
projecta carried out with the assistance of the Soviet Uniom.
Despite difficulties, including consumer resistance to Soviet goods »
substantia) local funds have been gemerated. By mid-1964 perhaps
$5 million worth of Soviet goods had been imported under this
PEOZY G

Flthough full detedls of the repsyment procedures Gre not
avalleble, provisions probably are similar to those far the Somalia
credit. Ve do know, hovever, that Chana must repsy the credits
vithin six yesve after drawings are made aud that an interest rate
of 2.5h per ammum 13 t0 be smplied.
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ATTHCEMERT “C"

MALY -~ USSR

fn sgreement to gemerste local cwrrency {rom the sale of
86 m.lli‘cm worth of Boviet consumer gocds was concluded in February
1963. ke_: belleve that most of the credit has been draen, but at
iic;;;iczgleetails of drawings and repayment provizions are not
@,
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