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ROMANIA

1. 4/12/68 Ambassador Corneliu Bogdan and First Secretary Ungur

2. 7/4/68 Ion Gheorghe Maurer, Pres dent, Council of Ministers

(Bucharest)

3. 7/4/68 Nicolae Ceausescu, President of the State Council

(Bucharest)

4. 7/3/68 Vasile Malinschi, Governor, National Bank of Romania

(Bucharest)

7/3/68 Aurel Vijoli, Minister of Finance

(Bucharest)

7/5/68 Dr. Boerma, FAO

5. 10/27/70 Ion Romanu, Counselor to the President of the Council of State

Nicolae Nicolae, Deputy Foreign Trade Minister

Dumitru Butnaru, Economic Counselor of the Romanian Embassy

Costin Nurgescu, Counselor at the Council of Ministers

6. 5/31/72 Ambassador Corneliu Bogdan

9/20/72 Ambassador Bogdan (to present application for membership in IBRD)

9/28/72 Romanian delegation to the Annual Meeting

7. 12/14/72 Florea Dumitrescu, Minister of Finance

Ambassador Corneliu Bogdan

Mircea Raceanu, First Secretary, Romanian Embassy

Ion Barac, Ministry of Foreign Affairs

3/20/73 Ambassador Corneliu Bogdan

8. 9/25/73 Florea Dumitrescu, Minister of Finance
(Nairobi) Mihai Diamandopol, President, Investment Bankof Romania

Vasile Voloseniuc, President, Romanian Foreign Trade Bank
Dan Constantin, Economist, National Bank of Romania

9. 12/4/73 Nicolae Ceausescu, President of the State Council

Manea Manescu, Vice Chairman of the Council of Minister and Chairman

of the State Planning Committee
Vasile Pungan, Adviser to the President (external economic affairs)

10. 5/7/74 Ambassador Corneliu. Bogdan
Ion Besteliu, Counselor of Embassy
Mihai Diamandopol, President, Investment Bank of Romania

5/31/74 Ambassador Corneliu Bogdan (alone)

11. 6/10/74 Ambassador Corneliu Bogdan
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12. 10/1/74 Florea Dumitrescu, Minister of Finance
Mihai Diamandopol, President, Investment Bank of Romania
Constantin Dan, Adviser, National Bank of Romania

13. 1/14/75 Ambassador Corneliu Bogdan

14. 7/10/75 Ambassador Corneliu Bogdan
First Secretary loan Cora

6/3/76 Ambassador Corneliu Bogdan (farewell call)

15. 3/11/77 Mihai Diamandopol, President, Investment Bank of Romania
Nicolae Nicolae, Ambassador to the U.S.
George Anghelescu, Counselor of Embassy
Ion Besteliu, Counselor of Embassy

16. 4/27/77 Florea Dumitrescu, Minister of Finance
Ambassador Nicolae Nicolae
Interpreter

17. 9/24/77 Mihai Diamandopol, President, Investment Bank of Romania
Ion Besteliu, Counselor of Embassy
Mr. Moisescu, Interpreter (Mircea Moise, Economist, Ministry of

Finance?)

18. 9/28/78 Nicolescu-Mizil, Vice Prime Minister and Minister of Finance
Annual Messrs. Popescu (Pres., Investment Bank), Moisescu (Investment
Meeting Bank), Looijen (ED)

19. 1/25/79 Mr. I. Rusinaru, Pres. Bank for Agricultural Finance and
Investment (BAFI),

Amb. N Nicolae
Messrs. Benjenk, Humphrey, CKW

20. 7/19/79- President Nicolae Ceausescu
7/22/79 and
(Romania) RMcN Notes(,

21. 7/20/79 Niculescu-Mizil (Vice Prime Minister)
(Romania) Nicolai Agachi (Minister of Metallurgical Industry)

Ion Avram (Minister of Machine Building Industry)
Gheorghe Cioara (Minister of Electric Power)
Vasile Patilinet (Minister of Mines, Petroleum & Geology)
Lina Ciobanu (Minister of Light Industry)
Traian Dudas (Minister of Transport & Telecommunications)
lulian Bituleanu (Deputy Minister, Ministry of Finance)
Caranfil (Dep. Minister, Ministry of Metallurgical Industry)
Anthony Looijen (Executive Director)

22. 9/29/79 Paul Niculescu-Mizil, Vice Prime Minister & Minister of Finance
Belgrade Gheorghe Popescu, President, Investment Bank

Emil Marian, Economist, Investment Bank
loan Petre Mada, Chief, Intl Organizations Bureau, Ministerul

Finantelor
23. 5/29/80 Amb. Nicolae Ionescu
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24. 10/1/80 Messrs. Popescu, President, Investment Bank
Annual Bituleanu, Dep. Minister of Finance
Meeting Marian, Economist, Investment Bank

Mr. Looijen, ED
Mr. Ionescu, Adviser
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MEMORANDUM OF CONVERSATION WITH CEAUSESCU (PRESIDENT OF STATE COUNCIL)
BUCHAREST - 7/4/68

1. In response to my questions relating to the economy he statedA/:
a. The rate of agricultural growth was 7% per year.
b. The rate of industrial growth was 12-1/2% per year.
c. The rate of growth of GNP was 8-9% per year.
d. Investment amounted to 33% of GNP. (Others stated the rate of investment

was 31-33% of GNP, and the Governor of the Central Bank stated he believed it was
too high.)

e. Apart rom purchases on normal commercial terms, they received no credit
from abroad.b

f. They plan a substantial expansion of agricultural production, e.g., they
plan to expand irrigated lands from 500,000 hectares today to 3,000,000 hectares
in 1973, and they hope to expand fertilizer production, both to reduce imports and
also to allow an expansion of use from the current level to 115 kilos per hectare
by 1970 and to 200 kilos per hectare by 1973.

g. Population growth amounts to 2.7% per year.
h. The average wage increase is 5% per year.
i. In 1948, 65% of the population was illiterate; now there is little if any

illiteracy except among the aged. Education is compulsary in the first eight
grades and compulsary education will be expanded to the 9th and 10th grades next
year. 30% of high school age children are in school; approximately 12% of
university students are in universities.

2. Ceausescu complained bitterly about U.S. trade restrictions and their adverse
effect on Romania. I replied that I, as well as other members of the Bank, would
be happy to receive an application from Romania for Bank membership.

3. Ceausescu asked a number of superficial questions regarding Bank membership
((or example, why could not non-members borrow; why was it necessary for applicants
to agree to deposit gold with the Fund; etc.)

4. Ceausescu stated his government had not yet decided its position on membership
in the Fund and the Bank but would continue to consider the issue and would expect
to decide it "by the time of my next visit." He implied the decision would be
favorable.

a/ During my conversation with the Minister of Finance, he had reported to me
essentially the same data.

b/ The Minister of Finance had, on July 3, reported to me that they need large and
expanding exports to finance the necessary importation of capital goods and they
need more investment funds from abroad -- Yugoslavia has borrowed internationally
but they have not. In connection with expanding their exports, he stated that a
major probilem for them was the low quality of their domestic production.
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MEMORANDUM OF CONVERSATION WITH MALINSCHI, GOVERNOR OF THE NATIONAL
BANK OF ROMANIA - 7/3/68

1. In connection with a possible application for membership in IBRD, the Governor
asked the following questions:

a. To what kind of loans do we give priority? For example, he had heard we were
primarily interested in infrastructure loans.

b. What is the relationship between the IBRD and specialized banks within each
nation, for example the Central Bank, agricultural banks, foreign trade banks, etc.

c. Are countries normally represented on the Board of Directors by the Director
of their Central Bank or their Minister of Finance. Malinschi was clearly jealous
of the prerogatives of the Minister of Finance and was seeking assurance that the
Director of the Central Bank would receive preference in appointment to the Board
of Governors.

d. How extensive are IBRD investigations of proposed projects?
e. What percent of the cost of a project does the Bank finance and what are the

terms of its lending?
f. Is the Bank willing to finance local currency expenditures?
g. How long a time would be required to process an application for membership?
h. Would Romania's bargaining position in the negotiation of settlements with

a liquidation of paper loans be weakened if its application for membership became
known?

2. Following discussion of his questions, I asked whether they were planning on
applying for membership and, if so, when. His answer was vague and ambiguous.
However, the next day he stated privately how anxious he was to expand relations
with the West and how much he hoped his government would apply for membership in
the Bank. He added the Soviets would not now permit disclosure of certain economic
transactions between the Soviet and Romanian Governments and it was this fact which
made application for membership in the Fund and Bank so difficult. Later on that
day, July 4, at Maurer's reception and in front of Marg who was standing with me,
Malinschi said that after my talk with Maurer, the government had decided to apply
for Bank membership. (I doubt this.)
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CONFIDENTIAL

MEMORANDUM FOR THE RECORD November 4 1970

M.P. Benjenk

RUMANIA - Visit of Rumanian D21,eEi! tion

A Rumanian delegation visited Mr. McNamara on October 27. The
delegation was composed of Mr. Ion Romanu, Counselor to the President
of the Council of State (Economic Adviser to President CeausescuY;
Mr. Nicolae Nicolae, Deputy Foreign Trade Minister; Mr. Costin Nurgescu,
Counselor at the Council of Ministers; and Mr. Dumitru Butnaru, Economic
Counselor at the Embassy. The visit of the delegation, which was part
of the team of Rumanian officials accompanying the President of Rumania,
Mr. Ceausescu, on his visit to the United States, had been arranged
through the United States Executive Director.

The delegation was first seen by Messrs. Knapp and Benjenk, who
were later joined by Mr. McNamara.

Mr. Romanu began by saying that President Ceausescu intended to make
a final review of the question of Rumania's joining the Fund and the Bank,
because he felt that Rumania should be joining these institutions. He
asked what would be the conditions of Rumania becoming a member of the
Bank.

Mr. Knapp replied that the conditions were very simple. The first
thing to be borne in mind was that a decision on membership had to be
made by all members voting upon it. He thought that there would be
general agreement that the membership of the Bank should be as universal
as possible and he considered the fact that Rumania and other countries
of Eastern Europe were not now members to be an historical accident.
The second matter which had to be considered was that membership of the
IMF was a precondition of Bank membership and the quota which a new member
had to deposit bore a relationship to the new member's quota in the IMF.
The capital subscription in the Bank was callable only to the extent of
10 per cent with the remaining 90 per cent only callable with the country's
consent.

Mr. McNamara said that there would be general satisfaction if Rumania
joined the Bank and offered, if the Rumanian Government so desired, to
send a Bank lawyer to Bucharest to answer any questions the authorities
might have on Bank membership. He also said that Rumania's neighbor,
Yugoslavia, was very conversant with what it meant to be a member of the
Bank and information could also be obtained from that source.

Mr. Romanu said that he would report back on the conversation to the
President of Rumania, including the suggestion which Mr. McNamara had made
and the Bank would hear through the Rumanian Embassy of any further develop-
ments in this matter.

cc: Mr. McNamara
Mr. Knapp



FORM No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: kr. R.S. M cNamara DATE: October 26, 1970

FROM: ii.P. Benjenk W /

SUBJECT: Brief for the visit of the Rumanian Delegation

1. The Rumanian delegation scheduled to meet with you on Tuesday
October 27, 1970 is composed of senior economic advisers to the President
of Rumania, and they are meeting you at his request. (See biographical
data, attached). We expect that the delegation will wish to discuss
membership in the Bank. Following the meeting with you, they are meeting
with the L,F. Of the delegation, ir. Nickolae is likely to do most of
the talking. However, the ranking member and the most powerful political
personage is iMr. Romanu. Another counselor of the President, iir. Oprea
may also join the party.

2. Background - Rumania is historically a crossroads, having to
chart a delicate course between major powers in order to survive. Like
its neighbors Yugoslavia and Czechoslovakia, Rumania has attempted to
reduce its dependence on the Soviet Union. Because of a common border
with the latter, the moves in this direction have been of a low profile.
The Rumanians have previously explored relations with the Bank. They
raised this with you during your visit there in 1968, and some preliminary
exploration of the major issues involved was done at that time. This
activity ceased with the invasion of Czechoslovakia in 1968. Recently
there have been indications that the Rumanians are again interested in
opening the question, although they have not said so in any clear way
during the two or three courtesy calls which representatives of the
Rumanian Embassy have paid to my office this year. It is unclear whether
the political situation is such that membership would be a real possibility.

3. Economy - Rumania has a population of 20 millions and the highest
industrial growth rate of the Eastern European countries (11 percent).
20 percent of the labor force is engaged in industry, but 55 percent remains
in agriculture. In 1968, exports were $1.46 billion and imports $1.61 bil-
lion. Over half of the trade is with the Eastern bloc, but there has been
a rapid shift towards the West during the last few years. With this shift
there has been a rising inbalance in the hard currency accounts and increas-
ingly severe debt service problem. As a result of two successive bad years
in agriculture and the disastrous floods of 1970, growth has recently
slowed.

4. The Rumanians are seeking most favored nation treatment and
credits from the United States, and presumably similar agreements with the
other industrialized nations. Planning to stress industrial development,
they feel that the appropriate technologies must come from the West, and
are looking for alternatives to the suppliers credits which have put them
in a severe debt service position. In addition, they may be interested in
financing the rebuilding of the economic infrastructure, which was severely
damaged by the recent floods.
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Relations with the Bank - The Rumanians have made a number of
overtures to the Bank in the past few years, during the course of which
several major issues have emerged:

i. Disclosure of information. The requirements of the L!F and
the Bank for access to information are of serious concern to
the Rumanians since these are regarded as state secrets. (See
Rist memo of 1 July 1969 attached). It is possible that they
are now ready to accedethese requirements, as a government
committee was reportedly studying them this last year.

ii. Foreign debt. According to bondholder society reports, $L66
million of prewar debts are still outstanding, $192 of which
were obligations of the former Austria/Hungary. (See the
attached draft memo of May 1968).

iii. Standard of living. Rimanian GNP per capita is about $800,
high of the list of bank borrowers. Tiorover, Rumania is reported
by the UN to be a donor country. A recent loan of $100 million
was reportedly made to Iran.

6. Despite these difficulties, the Rumanians current problems of
financing industrial development and reconstruction of flood damage areas
make them potential candidates for borrowing. It is reported that they
have made inquiries about the Bank's operations with the Yugoslavs, and
are particularly interested in the IICY idea.

7. The economic section of the LviF briefing paper is also attached.

Attachments (1)



Attachment 1

Ion ROMANU ROMANIA
tic: rohMAHnoo)

Member, Economic Council

Addressed as: Mr. Romanu

In July 1969 Ion Romanu was listed as a
nominee for membership in the Romanian Communist
Party (PCR) Bistrita-Nasaud County Committee. In
the following month, at the 10th PCR Congress,
Romanu was elected an alternate member of the
Central Comnittee. In March 1970 he was elected
a member of the powerful state Economic Council;
on the list of nominees Romanu was identified as
an "adviser" to the PCR Central Committee.

October 1970



Nicolae NICOLAE . ROMANIA
TPhonetic: NEEcohlye)

Deputy Minister of Foreign Trade

Addressed as: Mr. Minister

Nicolae Nicolae became Deputy Minister of
Foreign Trade in January 1966. He is in charge of
the import of complete industrial installations.
Prior to becoming Deputy Minister, Nicolae served
as the general director of MASINIMPORT, the Romanian
firm that imrports heavy industrial machinery. In
the mid-1950's he was general director in the
Ministry of Electrical Energy and Electrotechnical
Industry.

In the last 2 year.s Nicolae has traveled
extensively. He visit6d the United States in
November 1966 as a delegate to the Symposium on
Technology and World Trade held in Gaithersburg,
Maryland.

October, 1970



Attachment 2

!r. Johert S. McNamara July 14, 1969

Leonard Rlgt

PomanDV9 Problem. in Joidnn tl _INT

A. TECT1~ICAL PPDBLE

1. Accordin,g to uhat the Coverror of the Central Ånnk of Romanla
told me in June of 1at year, his mo'st ineiat concern xln>s the obli-
,,ation to give tic- TI £rcis fire aboit the financial position
of Ihi country, and particularly of the Central Bank. -The EF rvquires
dlata on the -vld and forci-1n e1cane reser of itscrember countries,
on their foreign trade and balanc of :ayts, and on a number of
itens dvich hav a aring on e, bilateral trude and paymrats agree-

at, posibly forei.n debts and crUdits, cte. Aftn, membrship has
been achieved, 1A18 informtion in to 1e Isupplied at reg,ular interval-
and mo:t of it can boecmuicated to the Lher nram-ber count.ris Th
Covrnor ur darlivnd thnt Koma.nia kad not iace this kinJ of iformation
available even to its partnern in Conecon.

2. 1 coercrcd thG Governor's concera to tha Fund, which mai fully
aare of the tralen and had already indicatd to the Vcannians thaet
this could not be neoited. All theanrs of the IVF have acc.-pted
making there data available. Tt m-ay be noted, incidentally, tit one
of the reanons Cr.echolovakia hald to withdraw froM the und and 3,an,
in 1954 van precisely its reluctnce to proývide the IT with .7hat the
latter con,idered indipenible informantion. On the other hand, neither
the Czechkn nor the hunrians made a ppcial point of thls during our
convesations with theL in the gpring of 1%.

3. SUilc this ru; the point stressed by the Governor, the neccresary
disclosure of monetary and financial infor:mation in ohvIously only one
of the practicai fficulties encountered by (omnia (ad .ts partners
in Comiecon) in joining the Fund. Son of the others could briefly be
listed as follows:

a. The prospect of annual discusaions with IMF staff on
internal and external financial policies - includine foreign exchange
rates. and regulations - the so-called "consultations".

b. The undertaking to direct monetary policy towards greater
international convertibility of currency.

c. The computation of the quota in the Fund. This is based
on financial and trade data but also on national income figures. This
imiediately raices the issue of the exchange rate at wiich the figures
should be converted for computation purposes.



Nr. Robert S. McNamara - 2 - July 14, 1969

d. The actual nrurt of the quota. The mnians clearlywould like to contribute au little ar possible as the cont of th,eiriembersh ip.

e. Thn poslible renreentation on the Boards of V'ecutive
Directorn of tie -und and Bank - with khom would thy pool theirvotes?

B. POLITICAL PORL1,S

4. The political i'lications of joinin the Fund and Bank atthli tlm mugt certainly vei more hev-vily in the !inds of theocrynirma than the tcna cdon lt above. True,
tiley have substanti indebtee to the Uest fallirt due during
the nexf vew yers and t-cy vould ceri1iny likc to have acce-s notonly to the ]port-laport B k but also to th Yund and Rank. It
sees, noever, t et ven n the GovernÄent, t;,re vas last yeario unaniity as to t avinabiÄlity of iing international rganiza-
tions wich do not includl any so-called "astern countries.

5. The vrriding conn1eratli munt be the attstude of thle SovietUnion. It is -ardly coPcceiable that any of the Yastern Bloc countriescould join the !"-und and nk with*out eocow's c ent, and w'ile we
know that the subject la ing carofully studied 5,1thin Cowccon, thereare no inda th this conet r,y be forthcoming wlthin the
next few months at leaat.

LBRist:amg



Attachment 3

DRAFT M
JMFcGibbon/3wWfty/fm

Romania - External Bonds, Amounts Outstandina

1. This note summarises Romania's debt to external bondholders. The

information used has been drawn from various bondholders societies' reports,
the amounts shown as outstanding are, accordingly, as reported by bond-

holders. To provide an overall view of Romania's bond debt obligations,

the amounts outstanding on non-dollar bonds have been converted to dollars

(using 1967 exchange rates) and are shown as dollar equivalents on tables 1

and 2.

2. The total amount outstanding to foreign bondholders at June 30, 1967

was 466,647,000 dollars, of which about 192,853,000 dollars was outstanding

in respect of Romania's share of the debt of former Austria-Hungal. The

remainder (273,794,000 dollars), described in the table (and in the sources)

as Direct Debt covers pre World War II issues of the Romanian central govern-

ment, municipalities, and government guaranteed debt of the Romanian Monopolies

Institute. The amounts outstanding by type of issuing authority are

summarised in Table 1. Table 2 sets out the position for Direct Debt by

individual issue (showing amount outstanding, issue date, interest rate and

maturity date).

3. Current Status of Bond Debt

(i) Direct Debt

A. National

(a) Sterling Bonds. These bonds have been in default since May 1941.

In 1955 and 1957 payments were authorised by the U.K. Treasury from proceeds

1/ The monopolies Institute was created in 1929 to acquire all monopoliesoperated by the state, including tobacco, playing cards, explosives and matches.
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of sale of Romanian property in the United Kingdom. (The amounts paid are

not stated but the value of Romanian property was estimated at £7 million).

In 1960 it was announced that the Romanian government had agreed to enter into

negotiations in 1966 for the settlement of remaining outstanding claints

including the Sterling Bonded Debt. So far these negotiations have not

started.

(b) Dollar Bonds. These bonds have been in default since the "late

1930's". In an exchange of letters in 1960 the governments of the U.S.A.

and Romania "set forth their understanding that the Romanian Government took

note of its outstavding dollar bond obligations and intended to settle these

obligations with the bondholders or their represent&tives". The Foreign

Bondholders Protective Council (New York) has "repeatedly offered to discuss

possible terms of settlement but has received no response from the Romanian

authorities".

(c) Lire Bonds. In default since 1941.

(d) French Franc and Gold Franc Bonds. Since 1959 holders of these

bonds have received regular payments, the latest reported being June 12, 1967.

These payments have been made following an agreement in 1959 whereby the equiva-

lent of about $13 million was to be paid to French bondholders (including

holders of M4onopolies Institute Bonds and former Austria-Hungary bonds) over

the period 1959-1972 in final settlement of claims. These payments are

financed mainly through an 8% levy on French purchases of Romanian goods.

B. Municipal

(The amount outstanding is as reported by Moody's and the Corporation

of Foreign Bondholders (London). I was unable to find any information on when

servicing of this issue was last made. This debt is not included in those

reported by the Association Nationale des Perteurs Francais de Valeurs Mobilieres.)
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C. Corporate

Apart from payments on the French issues (3d above) the Monopolies

-th o~~~Institute Bonds have been in default since 1941. Of the $62 ,896outtanding

on dollar bonds the Swedish Match Company holds about $28 million, about $6

million is held in the United States and the remainder in "various European

Countries".

(ii) Secured Debt of Former Austria-Hun =a

Under the sgreement with France in 1959 (3d above) the bondholders
1/

society received "certain sums in favor of French bondholders". At that

time the Caisse Commune was unable to distribute these sums in the absence

of a general agreement covering non-French claims of the Caisse Commune

against Romania. In 1965 an agreement for the final settlement of Romania's

liability was concluded between the Caisse Commune and the Romanian government.

The agreement, which covered both French and non French claims, provided

that the Caisse Commune should retain the amount of instalnents

already paid (5,736,188 French Francs) and those payable by 1967 (3,361,435

French Francs) under the 1959 agreement. In addition the Caisse Commune would

receive$2,500,000 direct from the Romanian government between 1965 and 1972

(50,000 dollars on October 1, 1965 and October 1, 1966 and thereafter in

semi-annual instalments of 200,000 dollars to end 1972). The latest information

from the CW" Commune (annual report 1966) states that payments by Romania

continue to be made under the 1959 agreement and that the two 50,000 dollar

instalments under the 1965 agreement were made. The Caisse Commune distributed

6,306,597 French Francs to bondholders in November 1965. (The amounts

outstanding shown on Table 1 are as reported by the Caisse Commune at Deceiher 31,

1966 and by the Corporation of Foreign Bondholders (London) as at June 30, 1967.)

1/ Caisse Commune des Porteurs des Dettes Publiques Autrichienne et Oongroise
(Paris).



ROMAN IA

Table 1 Summry of External Bonda - Amount Outstanding June 30, 1967

CTIMNCY DERMIMATION OP BONDS
Sterling Bonde Prench Fr.(New) Gold Francs Iire Swisa Francs Gold Flrins Dollar Bonds Total dollar

q .quequsv. ie . Squiv. Sequiv. equivalent
('000 Z) '000 $ ('000Fr.) $ (GP.T000) '000 $ (Lire '000) '000 $ ('O0Sv.fr.) '000 $ (0Fl.'000) '000 $ ('000$) ('000 $)

A. Direct Debt

(i) National 22,525 62,620 1,344 269 3W5,474 n2,900 23,692 38 - - - - 26b980 202,807

(ii) Municipal - - 306 61 - - - - - - - - 61

(iii) Corporate 1,807 5,023 15,035 3,007 - - - - - - - - 62,896 70,926
(guaranteed)

Total direct th,332 67,643 16,685 3,337 345,474 112,900 23,692 38 - - - - 89,876 273,794

B. Secured debt of former - - - - 73,978 24,176 - - 207,607 51,102 1U3,902 117,575 - 192,853
Austria-Hungary

Total direct and secured 24,332 67,643 16,685 3,337 L19,62 137,076 23,692 38 207,607 51,102 143,902 117,575 89,876 66,647

Notas t(1) For details of the ssua n ded ndr Direwt Dub% se Table 2.

(2) The exchange rates used in caloul~ting the dollar equvale weret

1$ • 5 French francs

1$ - 4.316 SViUe franc

1$ • 625 14m

1$ - 3.06 Gold freac )
)>5. not* attached to Table 2

1$ - 1.22 Gold florins

1 pound sterling 2.78 dollars
J. McGibbon
International Finance Division

Soumen t See Annex 1 Economics Department
June 7, 1968



Tabie 2 Btcr - Bonds, Amountr uuttnn une 67

Currency Denomination
Iire C talian'

5terling Bonds Gold Franc Bonds Franc(French)Bonds Fonds - ol , -- tal
Fi --v . Gold Franc i '0uTv. New Franc Mouiv. 'lre 'quiv. erre, ' .,r u vnlrnt

:,irirt'n aif "on,: assue ('Col) (10-YI ('000) Tonr') ('OC) ('<00) '"'v ('00'

'i) ~old 7ran, , dated 1913 due 1970 2,211 6,1iÅ71h7
(ii) Exterral ian, L(, dated 1922 due 19h2 1,390 3,86h - - - - - -

(iii) 0ononlidation Loan, hW, dated 1922 due 1968 16,037 50,1,3 - - - - ~ - 50,1W3
(iv) Kirgdom o! jomania, >2, dated 1922 due 1968 26,980
(v) Consolidaticn Loan, 6%, dated 1925 due 19h0 23,692 38 38
v4) -xternal LoRn, 5, dated 1926 due 1966 897 ?,6 - - - - - -,6

vii) Unified Loan, b5, dated 1926 due 1970 - - 2e'?,951 9,396 -- - - -,396
(vii) "n` fied Loan, 5'4, dated 1926 due 1970 - - 56,623 18,501 - - - - 1I,50L

(ix) Conrolidation Funding, h½%, dated 193h due 1952 · - - - 1 3h4 269 - - 269
Total Rtional 22,525 2,0 315,h76 112,900 ,269 2,9 3 ~~,0 ,?0

.Municipal-

(i) City of Bucharest, 7%, dated 1924 due 195h - 306 61 - - - 61
Total municipal - - 3 - - -

C. Corporate:

i) onopolies Inst., 7', dated 1929 due 1959 1,907 5,023 - - 5,181 1,036 - - 62,896
(iLi) Monopolies I t. 7i%, dated 1931 due 1971 - - - 9,h08 1,682 -

(iii) Yonipolies inst.<consolid., h?%, dated 193- - Lh6 89 - R9
due 1953

Total Corporate 1 e0 7  5,023 - - 15,035 3007 - - 6,896 70,926

fotal Ncat i onwl , unici pal, Corporate 24.33? 67.643 31565 1 2 900 16,65 3,337 ?3,692 38 89 Y,7 P73 7 7

n!ote: The amounts shown as dollar equivalents of Bonds denominated in non dollar currencies wære obtained by conversion at 1967 exchange rates as follows:
l$ - 3.06 Gold Francs (see attached note)
13 - 5 French Francs
1$ - 625 Lire
1 pound sterling - 2.78 dollars

Sources: See Annex I

Jarrs McGi rkon
nterratonal ýinance Divisinn

"ncmics Detartmpnt
june1, 1A968



Attachment 4

R,-m ani a is a :or of ECE2 ad CEA, and has a-plied for GTcr

ship, atough pro toward boin c is slow. cui:nia has not

joire d the~ Intrational Ivest:et Ban: founded by Clv2A countr'ies, Lhn

Vill start operations on January 1> 1971.

in the *rait, Raaa the gighest rat of industrialc gro0h ofJda

other Cc3=`- cni. v ru

secor of the .con,y. Sis of a dreased rate of economic grcth re

already c r over aid ranre ohe e,i

In 1969, industrial obyurose y per cent coCared Xith an averae

of ore than 13 mr ent in rc years. Although th rte of 1: crZC of

ou ii panned roducti art

r.or~eC difcl to atan Thsi patcll tu sareuto h

imn2a cood rec af`Gectd N.a`.y regjions of n

in My 1970. v-rclua ou' u r obviously su_f,r; -

yields ziiht be 25 rer cent lower th: Last yea. A to, tre=cndouS dcage

occurred i trn17ortation e.. one sinc of the ralra tacks have

been destroycd.

Rumaia has a coiderabLe trade sulus rith the C,EA countries, but

this cannot be convcrte'd into western currencies and there is not ruch zco-e

for inecasing cither the voluwe or the range of capital needs imortea

from CY1A cGuntries. During th last 5 years, as a result of thc restrturing

of its trade relations, uania,s tra.e with e U.S.S.2. -fel- rG. 50

cent of the total in 1965 to only 28 per cent in 1968. Ruxania s adverse

balance of trade with the convertible arca nas been reduced in recent years

vat is still very substantial and indebtedr.ess has been increasing.

2. Ruania's siion ithin CMi2A

Ruania has been. a'relatively reluctant member of CEA in recent years

and has openly resisted moves to increase the degree of industrial and

financial integration ith.in the group. In part, this position has re-

sulted from purely pol itical considerations, but there are also purey

economic considerations at ork. Rumania has more natural resources,

notably oil, than most CM2A countries, and trade has shifted =ore toward

the west than theirs. Moreover, it is one of the least developed of theri.

It ammarently was afraid that it might find itself concentrating on the

oroduction of raw materials for its partners in the east at the exuense of

wider industria.l develop-ent and stronger trading ties rith the west.

3. Economic reforms

While the Rumanian Goverrnent firmly rejects the economic refor.s N,hich

have been carried out in Hungary and Czechoslovakia, it seens to have been

favorably irpressed by some aspects of the East German econoic model and

vill now encourage a considerable degree of administrative decentra.ization

combined with practical integration in. industry. One vehicle for this had

been the fornation of industrial associations. These are gradually es-

tablishing the right to trade directly with foreign firms and can al.o be the

means of attaining integration within an. industry. The reverse of the greater

freedom for the industry in somne directions, is that the central aut1orities

may use the associations as a means of centralizing planning and contro.
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June 5 1972

SECRET

MEMORANDUM FOR THE RECORD

ROMANIA: Visit of Ambassador Bogdan with Mr. McNamara

His Excellency, Corneliu Bogdan, Ambassador of Romania, called on
Mr. McNamara on May 31. Mr. Benjenk attended the meeting.

The Ambassador of Romania informed Mr. McNamara that the Romanian
Government had instructed him to visit Mr. McNamara and Mr. Schweitzer
and to inform them that Romania had decided to apply for membership of
the Fund and Bank. If the date were acceptable to the two institutions
a Romanian delegation would be arriving in Washington around June 15 to
discuss the application.

Mr. McNamara told the Ambassador he was very glad to hear of the
decision and that, as far as the Bank was concerned, the date of June
15 was quite suitable. While the formal position was that membership
in the Fund must precede membership in the Bank, this did not mean that
the two applications could not be processed simultaneously. The Bank
officials concerned would therefore be ready to meet with the Romanian
delegation when it arrived. A number of formalities would have to be
accomplished in preparation of membership but he did not believe this
should be unduly protracted.

The Ambassador remarked that he did not believe the formalities
would present much of an obstacle now that the political decision had
been taken. He thanked Mr. McNamara for his reception and informed him
that he would be seeing Mr. Schweitzer on a similar errand the next day.
The Ambassador asked Mr. McNamara that for the time being the Romanian
decision should be kept as confidential as possible with as few people
in the Bank and Fund being informed of it as possible.

M.P. Benjenk



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM CONFIDENTIAL

TO:Mr. Robert S. McNamara D My 31, 1972

FROM: M. P. Benjenk

SUBJECT: RUMANIA - Visit of Ambassador Bogdan

At 6.00 p.m. today, you are meeting with the Rumanian Ambassador to
the United States, Mr. Cameliu Bogdan (biography attached). He may wish
to continue discussions of the possibility of Rumanian membership in the
Bank which have gone on for a number of years. On October 27, 1970, during
the visit of President Ceaucescu to the United States, you met with a
Rumanian delegation on this subject. A copy of my memorandum of record
of that eeting is attached. In the spring of 1971 there was again
activity of a different, though related, character. The Rumanians
informally suggested the Bank employ a Rumanian national. We reluctantly
said no. Through the Yugoslavs, the Rumanians requested the Bank finance
the Rumanian portion of a joint Rumanian-Yugoslav project. We had no
choice but to refuse. In April, at the invitation of the Government,
Mr. Karasz visited Rumania for detailed discussions. He reported
(memorandum attached) a high degree of interest in the Bank, but the
general feeling conveyed was the Rumanians wanted access to the Bank
short of membership. Your view at that time was there was little the
Bank could do until the Rumanians came to a decision on joining. Since
your last meeting, Rumania has joined GATT and been asked by FAO to join
the Agricultural Consultative Group.

Recent Economic Developments

The Economist Intelligence Unit reports:

"Mr. Ceaucescu is likely to continue his efforts to find a new
mode of political alignment with the West, despite recent attempts
by the USSR to strengthen its ties with Rumania. The economic
outlook is bright, with good crop forecasts and a higher rate
of industrial growth expected than last year. National income
should rise correspondingly, but personal consumption will
remain close to its present low level. The 1971-75 five-year
plan is ambitious, calling for an average annual increase in
national income of 12 percent, compared with 7.7 percent
during 1966-70. Industrial output is set to rise by 11-12.2
percent a year, agricultural production by 7.2-9.8 percent
and foreign trade by 12-14.4 percent. A very high rate of
investment is planned, since real wages are to rise by only
4.4 percent. These high targets are the result of upward
revisions in the course of 1971, and there must be some doubt
as to whether as big an increase in exports can be achieved."

The need for a large amount of foreign capital to finance the plan goes
without saying.
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Issues Related to Membership in the Bank and Fund

(a) General issues. While there are a number of technical problems
(covered below), most observers agree the main obstacles are political and
that the real decision will be made in Moscow. A recent informative article
in the Weekly Bond Buyer (attached) suggests that one outcome of Mr. Nixon's
Russian visit will be an approach by one or all of the Eastern Bloc nations
to the Fund and Bank. The political issue is complicated by a fundamentally
different approach to trade and economic philosophy.

(b) Disclosure of information. The requirements of the IMF and the
Bank for information are of serious concern, since such information is
often a state secret. Reportedly, the Fund now feels this obstacle can
be surmounted to the satisfaction of both parties.

(c) Foreign debt. In 1968 foreign bondholder claims of $466 million
of prewar debts were reported, $192 million of which were obligations of
the former Austria/Hungary. As far as we can ascertain, these debts are
still outstanding.

(d) Standard of living. Rumania's primary interest in joining may
well be to secure help in financing its ambitious eeonomic development
plans. However, with a per capita GNP of about $860 in 1969, it would be
close to becoming a marginal borrower.

(e) Control over projects. The Rumanians are apparently afraid that
the degree of control the Bank traditionally exercises over its projects
might be an incentive to bilateral lenders to exercise similar controls.

Summary

Today's meeting may be the long-awaited response from the Rumanian
side concerning membership which was promised in your last meeting. Or
it may be just another exchange of views on the subject. While I agree
with your viewpoint that what is needed is action, not further talk, I
would recommend an encouraging tone to the conversation. We have, of
necessity, given the Rumanians a number of negative signals over the
course of the last year and our Yugoslav friends think that the Rumanians
(and Hungarians) have been greatly discouraged.

RGregory/NHorsley/emt



Rumanian Ambassador to the United States: Mr. Corneliu Bogdan

Mr. Bogdan has been Ambassador to the United States since
June 1967. Prior to that he headed the North Europe and North
America section of the Foreign Ministry. He speaks fluent English,
Russian and German. He is said to be intelligent, articulate and
to have a sense of humor. He is reportedly an avid tennis player.

Mr. Bogdan was born in Bucharest on November 5, 1921. He
graduated from Bucharest University with a degree in Civil Engineer-
ing in 1948 and immediately joined the Foreign Ministry. From 1951
to 1953 he was counselor at the Embassy in Washington. He has at
various times and in various capacities attended the United Nations
General Assembly. He has a wife and three daughters.

5/31/72



ST ICTLY COYIDENITIAL

Files April 22, 1971

Arthur 1arasz

Visit to R'ouiaiia - April 15-19, 1971

The Roumanian authorities made no secret of the fact that they had in-
vited me to Bucharest on the instructions of their political leaders.
Ceausescu had been very impressed by his conversations with Mr. McNamara
and had instructed his staff to get prepared on the technical level for the
time when Rourania would be ready to join the Bank. To quote the hosts
such a visit was hiKhly desirable because, although they had discussed Bank
problems on sevcral occasions, until now they did not really understand how
the Bank Group worfked and what the real issues were.

Therefore the first part of my stay consisted in giving information on
the working level. I net during two days with a dozen government represent-
atives and talled with them about the Bank and how Rounania could fit into
the Lank's activities.

On the last day of my stay there i quite an unexpected developnent
whien-the President of the Central Mank 7Roumania, Malinschi, got in touch
with ire and put forward sore rather blunt questions on how they could ac-
tivate relations ingnediately.

I. Infor-ation: The meeting's ft-re held in the Central Bank of
roU.ania. Althourgh no mention of HunCary was made it was evident that the
procedure they chose was copied onT my trip last fall to Budapest. The
meeting was chaired by Alezader 0prea, Vice President for Foreign
Relations in the Central Bank, a man in his forties, talen,ed and energetic.
Later I learred that he is the comunist party representative in the Central
Bank and the lit-ely successor of the present President.

As mentioned, representativps of all interested rinistries attended
the meetings, -which started on both days by a description of mine on the
Bank's origin, structure and propras. On both days ny lectures were fol-
lowed by questions which took up most of the remaining time. The questions
were on every practical subject: urojects, creditworthiness, priorities,
end-use sunervirion, legal aspects of our loan agreements, the composition
of our missions, conditions of becoming a member, new tendencies in Bank ac-
tivities, etc.

On the whole the Roumanians agreed with what,they heard on these sub-
jects. The only thing that worried them was the idea of "cottrol" that the
Bank might exercise in relation to projects. Their regime is extremely
nationalistic and they are afraid -- not so much of the Bank -- but of the
idea of "control" being picked up by "some other country." From the ques-
tions put to me on the two days of the meetings by representatives of
oreign Affairs and the Party, it was clar that this is very much on the

minds of Ceausescu and his advisers.



Files - 2 - April 22, 1971

At the rec .est of the CentrAl Sani I anlysed the problem at the

closin, meeting' en April 19. y pJ~~oit vs th t loan ágrents, as. any
interaati,onal arree, naturally contuin oblirations for beZth partie3

but as tlhey were freely negotiatcd did not rc;>rsent amy infringementj
on sovereigsnty.

In his closin% remarks Oprea expressed satisfaction with the result
of the meetings. The technical details are now clear and that is all that
can ba done on the working level. The political decision will have to be
taken elsewhere.

II. On Mtonday noon it looked as if the program were finished. I
was with Mr. M,aiorcanu, First Vice President of the Central Bank, when a
telepione call came from Preädent H1alins;ci, who was at the tine at the
Council of 1-inisters, that ie would like to meet ie. ' Somctie later he
arrived. ie was well informed about our tnctn.Lcal' talki but in hi3 qtes-
tions we-nt much further; hou long will it take for Roumania to L>acomie a
member, how long will it take to agrec on a firot loan, what sort of
agreet should be tak first to be negotiated? It waIs cvident from his
worda that he is aiong those in the i'ou1nian regime or xcm i:brsip,
in the dank (and of course in the LJ) -ould be ureit and desirable. i
understand from other sources that import nceds have increaed considerably
in t.ie las t year because the re.ime wishes to avoid incidents Jle thore. in
Czecnos;lovakia and rore recently Poland. Therefore new sources of fcreign
exchanga are desperately needed.

In the i:ddle of the dincu5sion alinschi suddenly turned to -e iaying
that the Firut Vice President had invited mi for lunch;lie su psted that
he might join us. It waa evidmat that he had still other things,, on his
mind.

During the lunch the four Roumanians becarie nore and more open. Tåey
started to question ue about the possibility of joint projecte with other
countries. They i..;Low abut~ th.e sugsrions ade by th rersaÅntative of
the Yugoslav Prime 1inivter to _`r. cåNäamra. In ry anwer I 1ide it perfectly
clear to tiiem taat under its Chärter, as it stands tod-i, the Bank could
not finance projects which were not located on a Member country's territory
and were not guaranteed by the Å.ember country.

The Roumanians understand tiis position perfectly well. However, they
argue very forcefully for "sorm new solutioni" and, from their point of view,
their arpiuments are perfectly understandable. The case of, say, Roum.ania,
a "Socialist' country, wanting to use Bank resources is so exceptional that
one should not want to apply to it the classical formulae of the Charter
only. Something new is needed. In addition, thhre is also,the problem of
the internal discussion within the regire where, for the time being, only
part of the leadership is favorable toward creating; closer ties with the
west; those who oppose it are still forceful and argue that the west will
never help. Therefore the liberala must be given some tool of their own -
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if it is out of the rquestion for the Bank to nce a projet locatnd
in kouani,,,, it tbould be possible to find s a other wa, to ecourao
the liberals. U expecta advice fr7 u, on *it ca be d to ent ut
of this inpasse. HIe hd dicussed thi , very briefly, ina hi. :e tin
in Bucarest with Mr. *cNaara and thi time he asks me to report about
our meetIno: in all itf" details.

In short, he does not know how and vhen his regime.I (evidently hemeans Ceaussu) can t'e the decisi ion of ining th a n F but
the Bank should not wait for Routani to ta, all the t alone theBank stould mke a star for;)rd to. The decisin of joi: ing ould cer-t,.inly b a historlc evnt because it 7old i-nduce a joinin of others
(1hat be means is evide-ntly Hungry and maybe -, ol,d or B ul,aria)
incidentally, they are uervous abeut the inte:ious of Huaacy, their
erch--rival, they see' to be afraid that the ungarians viAl succeed injoining earlGier tan they do.

To nummriZe to finance thr,1r no-Y coniderably inased invetmets
they urg~,entl:!y red nr:o sources of f ehage. 7 look to t'. Bank
tor advice what to do next, how to let elo er 'to the un bfr uenher~hI as such ca"n elettld. Could,. a heb. found to f.aý:ee joint vetures
with, sMy, YuTolavia? (:y own qi<tion ic did not commicate to the

mould it be hlýful t la t z rr vis:_t ti" :ank, or tho
Imnual Neeting? Or a rresentativa of their pres1r?).

lo 'rrite to ta Maa n're i
cn my reu nr~Ž u n nocane ro uscir,d
that thy xantedi to contiue thej fiscsion a the vy laSt meo,iat oif
ny stay. So tiey acco pa>nied na to the airport, to the plan and t.lied
until ta2ae-ofs1

Rounila is stil under-develoaed. In the Eastn pa.rt of th country
it has -ond zeil; they have good rinral and petrochemical possibilities and
there is plnuty of chn,p labor. to:evo, the itelliyetsia is extrxely thin
and there is obviously no akilled labr available between the leadin c las
and the great majority of uneduclated population. Tis and extrne bureaucracy
contributes to the creation of ierious bottlncks in prcduccion and distribu-
tion. TheŽre is scar,ity in all sort3 of products, ther are queues before
tle shops and whole lines of products suddenly disappear for one reason or
another -- in reality, for no logical reason.

Thcy are extrencly nationalistic but the country is uealkened by the
existence of a number of rational minorities: the two most imnortant beinc
the Germ!ans, rich and po-7erful, and the Hungarians, several million -- subdued
and exploited, treated like sort of "no men".

The regine likes to play the role czý. liberals in the international world
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but this is som'ewhat misleadin,: in realikhi tRouManian regyya J as tlo3 . n reali the satellites thlet11- mos0t mooihcstalinist 1e-i.Situation may eplain vhy the Soviets allo the"" to step Sonetilnesbeyond tne lin2s. D!Cnty-ffve yers of total isolation mnder such a

rigid re ;ime ajo explains t110 provicia attitude displayed bythe great utajority of the people.

r On the econorv Financinn necds are ~normouz for the following
reasons, Ceaus'escu is~ 

if,~naJ mnuat nn~rvn h itibuto
r t 1cernly interese r dh p odstributioof consu-er goods rom,t Yearoo1 c du'stro'td a rt freic part of tie1agiutural croT),<3 it cen~i%~~j~ o in-port sufiintqaitteof co.isur-,c:r ,.,ood3 fromntte sicilist/3 cotir.trie., tue-re ;Y reat ncecd forWestern currencies. All this contriiut(s to the r groeati of indehtedness

toward the western world.

It will be difficult to obtain statigtical data on the economy. Thereis no basis for realistic cost -ccouriting duc to t:Ia oote eon t hir
extremely cornlicated and politiczundtn of hrnd

ex a rtes T1m e is auare of r lose sprtco-in-s and vould liketo introuce Eot e , r l-ilar to nc econic nchanis" inngary. eut t vill take 10 uonths of political ftie ' boerals" and thv nltalini otpc,totj---.al s )cs, aan between

country certainly has so-ne poss blitinn of dcveop rut s, ric ul uraT
(exbtllnlt S0.1a iia tt -` igat the old part of 7ou-vanin) somie rich nines in

boiits the Dantnd ?rid (cx-Eun,ary), great h:droelectric possi-irnts ydeDlei CAd last bu not ,a t, petroleu I visited theTron G tc3 yrble-j rroijc.,l (joLnt 'I,-c3!avia nil( Aoija mosimpressie realizaition (by Soviet xer dir.ctincy an) agos
iianpower),

Cood projects could be hv roleitore or tie DanuL, joint
with Yuo,-(lavia and BulCria r c ty (to mLo ro, ocub,int
mining nand ood posi it is of tourisn. 'Jc are plai to
industrializä considerably.

cc: Mr. MlcNanara
Mr. Demuth
Mr. Benjenk

AK:jg



STRICTLY CO FID"NTIAL

April 29, 1971

'!r. Arthur Karasz, Director
European Office
International Bank for TRecon-

struction and Developnent
66. Avenue d'Iena
Paris 160, France

Dear Arthur:

I had occasion in Berne to sh.ow Mr. Mc'samra your memorandum
about your vIsit to Ruænnia and to discuss it with him briefly. I
think his principal reaction is that he wishes the uanians would
stop doing so much talking and probing of different channejs and

a decion hether or not they want to act. Hke believes Lhat,
until the Rumanians fially make up their -inds to join, tlere is
not'uch that we can do to help the.m. Specifically, he \ias not pre-
pared to have the Bank take any exceptional steps in order to
strenfthen the hands of one artieular croup w ithin the u
lovernrent: he thought it pa up to, the uaanians theraso; to de-

cide what their policy shoild be and he did not want the :ank to try
actively to influence that decision.

On the affirnati:ve -ide. he said that you.could advice the
uranirans that, in the case of a project join'y sponsored by

Rumania and a member of the Bank which was located in the terri-
tories of a member oi the Bank, the Bank would be villing to con-
sider financing th'é mebGer's part of the project. Serondly, he said
that, at the appropriate time, if rques ted, the Bank vould be
willing to send a group to Buchareat to heip the Governent prepare
its membership appiication.

I am sorry I saw so little of you on vour visit to washington
but I hope you got a satisfactory briefing from my colleagues.

With best regards,

Sincerely yours,

Richard 11. Demuth
Director

Development Services Department

RHID: t f

cc: Mr. Benjenk o/r
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Robert S. McNamara DATE: December 14. 1972

FROM: Munir P. Benjenk

SU13JECT: ROMANIA: Your lyleeting_with the Minister of Finance: December 14, 1972

1. You will meet the Romanian Minister of Finance, Mr. Florea Dumitrescu,
at 5-00 P-m- today. He will probably be accompanied by

Mr. Corneliu. Bogdan, Ambassador

Mr. 11ircea Raceanu, First Secretary, Romanian Embassy
Mr. Ion Barac3 Ministry of Foreign Affairs

2. You may-4sh to make the following points after welcoming the Minister
and his colleagues:

a) -,de are delighted with the opportunity to become better
acquainted by this visit and by the visit I intend to make
to Romania in February, accompanied by Mr. Maiss (Chief
of economic mission) and Mr. Horsley (Division Chief);

b) We understand that ".Romania would like to become a borrower
and therefore wish to obtain a better understanding of theIle
R nian economy as soon as possible. We proposed an eco-

'r.y nomic mission to visit Romania in mid-March and Romania hasoma
X agreed;

0) There appears to be a problem of unsettled outstanding debt:
Romania should be aware of difficulties that could be put

I ;I.- in the way of any proposed 
lending operations if member

countries which are Romania's creditors felt that they (or
their nationals) were not being fairly treated by Romania.

ole are not yet sure of the dixtensions of the unsettled
/,I, ,Adebt problem, and are endeavoring to fill the rather large

gaps in our knowledge: See Attachment 1).

The program of economic and operational work on Romania that we pro-
pose to carry out in the next few months is set forth in Attachment 2.

Also attached are:

t Va) brief note on the Romanian economy (Attachment 3)

b) a note on the Romanian system of Government (Attachment 4)

c) brief biographical notes on the Minister and the Ambassador
(Attachment 5).

Attachments: 1 - 5
Cleared-with and cc: Mr. Votaw

NHorsley:ab



DECLASSIFIED ATTACHMENT 1

MAY 0 9 2013
WBG ARCHIVES CONFIDENTIAL

December 13, 1972

ROMANIAN EXTERNAL OBLIGATIONS

1. Our present information on Romania's obligations to other Bank
member countries is still rather Totty. The data given below have been
extracted from different sources - and seem to be neither consistent nor
complete. Therefore, no attempt has been made to arrive at a total sum
of outstanding claims. Often it is also not possible to identify the
types of assets (e.g. bonds, real estate, etc.) for which claims may
exist.

2. On a country-by-country approach the following picture emerges:

a) In 1954, the French and Romanian governments reached an
agreement to set aside 7 percent (subsequently raised to 8)
of the proceeds of Romanian exports to France to pay French
financial claims, although they were unable to reach agree-
ment on the terms of settlement. After further negotiations,
a lump-sum settlement was reached in 1959, totalling the
equivalent of $21 million, to be divided 60 percent to French
holders of defaulted Romanian public debt (the total claimed
was $190 million equivalent), 37 percent to the former French
owners of nationalized properties, and 3 percent to the government
in payment for its holdings in former Romanian companies. Payment
was expected to be over a period of 12 to 15 years inasmuch as a
substantial part would come from Romanian exports to France.

b) In March 1960 the U.S. accepted a lump-sum of about $24.5 million
in final settlement of all outstanding claims except those of the
bondholders. More than $22 million of this was payable from
Romanian assets blocked in the U.S. The balance was payable in
five annual installments. The claims of private bond-holders
which are still unsettled are estimated at $15.5 million.

c) In 1960, the U.K. and Romania reached an agreement settling all
claims arising out of the Peace Treaty and claims arising out
of Romanian nationalisations, except for the claims of the oil
companies, for a payment of L 1.25 million. Payment was related
to the level of Romanian exports to the U.K. and was expected to
take about 7 years.

d) In August 1951 Switzerland accepted a lump-sum settlement of
42.5 million francs of which 25.5 million were set off against
cash held in Switzerland for the credit of Romania. The balance
was payable in instalments over eight years.

1/ Moody's Municipal and Government Manual, 1971 (U.S.A.); Stock Exchange
Official Year Book, 1970 (U.S.A.); Report of the Council of the Corporation
of Foreign Bond Holders, 1971 (London, U.K.); Foreign Bond Holders Pro-
tective Council (U.S.A.) 1967.
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e) Romania's external debt originating from post-war commercial
credits is estimated at about $ 1 billion.

3. Other claims may exist - especially towards the Netherlands and
Italy - but no information concerning their status is available.

J. Roy/O. Maiss:ab
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OFFICE MEMOKANDUM ATCDM 2

TO: Mr. Gregory B.:Votaw DATE: December 11, 1972

FROM: Norman Horsley

SUBJECT: ROMANIA: Proiosed Action ProEram Fy

1. The processing of Romania's applications for membership in the Fund
and Bank has so far gone smoothly and relatively quickly. The Boards of
Governors have now recorded their votes in favor of Romanion membership
and, in the absence of objection, the voting record was aoproved by the
Bpnk's Executive Directors on December 8, as the Fund's Directors had
already done. Further action on membership is now almost entirely a
Romanian responsibility. They expect to issue the relevant decrees by
Decemoer 11, and to pay the gold portion of their Fund quota and deposit
their Bank capital subscription by December 12. The Minister of Finance
intends to bring all the required documents to Washington on December 11
or 12 and presently plans to sign the Articles of Agreement on December 15.
2. It is clear that the Romanians are joining the Bank with a view to
receiving significant financial assistan-s. It is understood that, for
both internal and external reasons, they are anxious for this assistance
to materialize as soon as possible. Gonsequently, it is imDortant to make
Romania's membership meaningrul and active within the shortest period prac-
ticable. We assume that the Bank's management shares this view and are
therefore planning at least one 1ending_2oeration in Romania in F72

3. Towards this end, we have planned the following steps:

(a) -'scussion of priorities for Bonk 1AnAiaz ad-zreparations for anES= M_ Iht Minister of Finance during his visit The
week of December 11;

(b) 'rther dismninn nf these matters during Mr. Benjenk's inial
visit to Romania in February; and

(c) an economic mission in March which would also further identify and,
if possible, bagin prparation of projects suitable for Bank lending.

In the paragraphs that follow, I discuss further these proposals for the
Bank's economic and operatignal work in Romania.

4* In order that sufficient time may be available fol lending in FY7h,a tentative decision to lend should be taken now, rather than await the
outcome of the economic mission. For this purpose, it is not necessary todetermine the appropriate volume and direction of Bank lending to Romania,
which, in any case, would not be possible on the basis of the information
presently available in the Bank. I expect the economic mission to find
Romania creditworthy; if its findings are negative, the decision to lend
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could, of course, easily be reversed. Romania's population size is almost
identical with Yugoslavia's, its per capita income is of about the same
order, perhaps a little higher, and its lon term external capital needs

y no 5 . thus, we could safely lend within a range of
$125-50 million in FY7hthout prejudging the appropriate size of the

osed f* ng program, which will be worked out during the
next 12 months or so.

5. The first major step towards providing a proper basis for Bank
operations would be an economic mission. Whilst we cannot expect to
acquire full understanding of the Romanian economy through one mission,
it should provide an adequate "economic" basis for the first lending ope-
rations. To allow reasonable time for preparation within the Bank and in
Romania, the earliest date to start field work would be mid-March, and
Romania has agreed to receive the mission at that time.

6. Several further steps are required to prepare the Romanians for the
mission:

(a) A memorandum has been prepared which sets forth the purposes and
procedures of Bank economic missions, and of the mission to Romania
in particular (copy attached). This should be transmitted to
Bucharest through the Embassy but can also be handed to the Minister
of Finance this week, together with copies of one or two recent
economic reports; those on Yugoslavia, Turkey, India and Brazil
would be appropriate.

(b) When membership formalities are completed, we should promptly vrite
to the Romanian authorities confirming the economic mission and
giving further details of its purpose, timing and composition.

(c) Mr. Maiss has been designated to lead the economic mission, and he
should accompany Mr. Benjenk to review the progress of work the
Romanians may have already done and to advise them on further pre-
paration for the mission.

7. Within the Bank preparation should include:

(a) Appointment of other mission members to work 1nder Mr. Maiss sh3ould
be completed by December 31, so that they mqy have adequate time to
prepare. Discussions on staffing are already well advanced.

(b) Gathering together and identifying all available material on the
Romanian economy. This is already being done in the Division and
by Mr. Roy, a Young Professional working directly under Mr. Maiss.



Mr. Gregory B. Votaw - 3 - December 11, 1972

(c) Preparation of background papers on the economy and on the political
and economic sy3tems of Romania. Mr. K6pp (the Loan Officer assigned
to Romania) and Mr. Roy have this work in hand.

d) Activity under (b) and (c) should help to identify any topics on
which we might need to consult outside experts. In any case, we
should continue to draw upon the resources of the Fund and should
explore those on the Economic Commission for Europe (ECE). Fund
staff have been helpful and cooperative, and Mr. Maiss intends to
visit ECE at the time of his preparatory visit to Romania in February.

S. We are planning to have a first draft of the economic report ready by
the end of May, with a view to distributing it to the Eaecutive Directors in
August or September. We would also prepare a Country Program Paper, aiming
for completion and review after the Annual Meeting (say October/November).
This would enable us to have a good estimate of longer term staff requirements
to implement a lending program for Romania.

9. In the shorter term, however, I see the following steps as being ne-
cessary on the operational side to prepare for lending to Romania in FY7:

(a) The review of a memorandum, just completed, on the scope and nature
of Romania's unsettled debt problem. (Copy attached)

Cb) If (a) shows it to be necessary, L recommendation to management for
dealing with the problem, a management decision and follow-up action.

(c) If the management decision calls for action on the part of the
Romanians, they should be told what the Bank expects them to do as
early as pozsible, and, in any case, before the economic missicn.
Mr. Benjenk's February visit would provide one such occasion.

(d) Discussion with the Romanians of their needs and priorities for Bank
lending. They should begin during the visit of the Minister of
Finance this week, and would continue during Mr. Benjenk's initial
visit to Romania in February. For this purpose I understand that
you and Mr. Benjenk have agreed that I should accompany him. The
identification and, to the extent possible, preparation of projects
weuld be given further impetus by the economic mission; I pro3ose
that you and Mr. K8pp should visit Romania tolards the 'end of that
mission. We are also planning for Projects'staff to join the eco-
nomic mission, if available, in the sectors selected for most intensive
study.
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(e) Identification of those sectors in lhich the assignment of Projects
staff to a Romanian operation would cause the least disturbance to
the Regional program. I recognize that there is no surplus capacity
in the Region and that a Romanian operation in FY74 may well make
it necessary to drop a project fror the Regional program. A Regional
decision on priorities for the use of Projects staff is therefore
required. From information so far available it appears that the
transportation (especially highways), power and telecommunications
sectors offer the best prospects for an effective, simple and rela-
tively quick loan.

(f) On the basis of (d) and (e), Projects staff should be assigned for
an appraisal no later than September and, if possible, to accompany
the economic mission.

(g) As a continuing part of the assessment of Romania's needs for and
sources of assistance, we should seek information on what others
are doing. We have already started enquiries on the UYDP program.
Once membership formalities are complete we should approach other
institutions (e.g. State Departnent, Export-Import Bank, etc.).
These enquiries would also add to our general knowledge and under-
standing of the country.

(h) A final decision to send an appraisal mission (or missions) in
September could be taken immediately after the draft economic report
has been reviewed.

May I have your reactions please?

cc: Hessrs. Finzi
Dubey
Kdpp

orsley:rab
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ROMANIA - Brief on the Economy

1. Romania is a highly centralized economy with the State owning
all industries and having control over 30 percent of the agricultural
land.1/ The State also fully controls foreign trade, banking and prices.

2. Economic activity in Romania since the early postwar years has
been directed by centralized economic plans, first on the basis of annual
plans and since 1951, on the basis of longer term plans. A Five-Year
Plan covering 1971-75 is currently in effect. These plans have placed
major emphasis on the development of heavy industry. Romania has been
successful in most of its economic plans and, consequently, industriali-
zation has proceeded rapidly. However, both consumer goods industries
and agriculture have been neglected relative to heavy industry, mining,
and power development, during most of the post-war period. In 1970,
industrial production accounted for 60.8 percent of the national income,
whereas agriculture and forestry accounted for 20 percent. (From 1950-70
Romania has maintained a growth rate of about 13 percent in gross indus-
trial production and 3 percent in agriculture with some fluctuations.)

3. This heavy emphasis on industrialization has increased
Romania's dependence on foreign trade. Initially, most of the trade
was carried on with the COMECON countries, with Russia taking the role
of its largest trade partner. This pattern has undergone some change
in recent years, with Romania looking more towards the Western countries.
In 1971, about 52 percent of Romania's trade was with the socialist
countries of which about 47 percent was with the COMECON countries (25
percent with the USSR), 35 percent with Western countries, and the rest
with developing countries. The reason for this change is attributed
partly to the increased need for highly specialized machinery which the
Western countries alone can produce, and in part to the internal rift
within the COMECON countries. Romania is firmly opposed to the Soviet
idea of a "division of labor" within the COMECON, under which the USSR,
Czechoslovakia and East Germany would produce all industrial goods and
Romania would supply them with raw materials and foodstuffs. However,
this policy has resulted in somewhat serious strain on Romania's
balance of payments, since Romanian goods are not easily saleable in
Western countries. The exact amount of the deficit and how it is
financed cannot be calculated,since these data are kept secret,* however,

1/ Of the remaining, 61 percent is held by collective farms, and 9
percent by private individuals.
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some sources estimated that Romania's indebtedness to her Western
industrial trading partners has risen from about US$ 300 million in
1966 t US$ 800 million in 1968, and to have increased further by
1970.-1

4. Membership in International Organizations:

1955 United Nations

Also by 1972, member of the following UN specialized

agencies:

UNESCO
FAO
UNIDO
IAEA
UNCTAD

1/ Area Handbook for Romania. American University 1972.

J. Roy:bjp
December 13, 1972
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December 14, 1972

SOCIALIST REPUBLIC OF ROMANIA: POLITICAL STRUCTURE

1. The 1965 Constitution declared the Romanian Communist Party (PCR)
"the leading political force of ... society." PCR General Secretary is
Ceausescu; major party organs are:

a) The Party Congress consisting of delegates elected from
lower party organs all over the country. The last (tenth)
congress was in August 1969 (almost 2000 delegates) and
the next is scheduled for 1974. The PC is the supreme
organ of the PCR, and convenes every 5 years to elect the
General Secretary and the Central Committee. It also
discusses and adopts policies and programs proposed by
the central party organs, including the 5-year economic
plan.

b) The Central Committee (165 full members and 120 alternates)
is the leading party organ between congresses. Its Secre-
tariat serves ascontinuing administrative unit of the party
(headed by the General Secretary).

c) Eight Commissions are working for the CC, mainly concerned
with economic and social questions.

d) The Executive Committee functions as rump CC when the latter
is not in session.

e) The primary centre of political power is the CC's Standing
Presidium (nine members: Ceausescu, M. Manescu, P. Niculescu-
Mizil, G. Pana, I.G. Maurer and four others). Ceausescu
heads the SP, the EC and the CC's Secretariat.

2. The major institutions of central government are:

a) The Grand National Assembly, consisting of 465 deputies
elected for normally a four-year tem, is the supreme legis-
lative body, and supervises and controls all other state
organs. Regular assembly sessions are held twice yearly;
in addition special sessions may be convened. N.A. appoints
and recalls members of the Council of State, the Council
of Ministers, the commander of axned forces, etc. It has a
number of standing commissions, including agriculture;
industry; economy and finance; education; health, labor and
welfare. N.A. is ultimate authority for national economic
plan and state budget. Legislative actions are signed by
Head of State and published in Official Bulletins of the
SRR.
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b) The Council of State consists of 19 members, elected by
the NA from its own membership. President of the CS since
December 1967 (Ceausescu) is also head of state. Most
members of CS are holding high positions in PCR. Permanent
responsibilities of Council are appointments and recalls
of heads of government agencies (except Ministers); ratifi-
cation of international treaties; etc. CS also acts for
NA between assembly sessions; however, legislation passed
by CS must subsequently be confirmed by NA even though it
becomes effective immediately.

c) Connected to the CS and subordinate to it are the Defense
Council (headed by Ceausescu) and the Economic Council (also
headed by a member of the PCR Central Committee), which ad-
vises on matters of economic management, planning and development.

d) The Council of Ministers is the supreme body of state adminis-
tration. It operates on the principle of collective leadership,
that is, decisions are taken by majority vote. Each ministry
has its own collegium, consisting of the minister, department
heads, labor representatives, etc., which also follow the prin-
ciple of collective leadership. The CM is headed by a Chairman
(Prime Minister; Maurer) a First Deputy Chairman, several Deputy
Chairmen (seven), 23 ministers (mostly with economic posts), and
ten committee chiefs with ministerial rank (State Planning
Committee, Committee of Prices, etc.). Most members of the CM
are high party officials (full or alternate members of the PCR
Central Committee; the more senior ones are even members of the
PGR Executive Committee).

3. Local government bodies are called Peoples' Councils. As in central
government, administrative and party functions are combined, the PC chairman
being also the first secretary of the party committee. PC exist for urban
and rural communities, and function under the supervision of the NA and the
CS. Each PC has an executive committee as its chief administrative organ.
Its chairman is the equivalent of a mayor. In addition, there are permanent
committees of the PC with specific responsibilities.

4. Candidates for the NA and PCs are nominated by the Socialist Unity
Front which, besides the PCR, includes labor unions, cooperative farm or-
ganizations, youth organizations, etc. Most NA deputies are PCR members,
but minority groups are also represented. The next NA elections are
scheduled for 1973.

5. All organs of party and government are closely interrelated and work
on the principle of democratic centralism. All decisions are taken by
majority vote, but within a strictly hierarchical structure. Once a deci-
sion is made, the minority fully submits to it. Decisions of higher organs
are unconditionally binding for all lower organs as well as party members
(over 2 million in 1971).
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6. Generally speaking the PCR is the main body for policy discussion
and decision, while the NA and government organs are responsible for
their implementation. Frequent personal union of party and government
positions avoids frictions and duplication of responsiblity.

ONaiss/d1



ATTACHMENT 5

ROMANIA: Brief Biographies

Mr. Florea Dumitrescu, Minister of Finance of the Socialist
Republic of Romania.

Born April 4, 1927 at Necsesti near Bucharest
Graduated from the School of Finance and Credit of the

Institute of Finance and Economic Science in
Bucharest - 1949

National Bank: 1949-1965
Member of the State Planning Committee, 1965-1968
First visit to U.S.A. as a member of the Economic

Delegation - 1967
Member of the Economic Council since January, 1968
Member of the Grand National Assembly since March, 1969
Minister of Finance since August, 1969
Member of the Central Committee since August, 1969
Second visit to U.S.A. - September, 1972, during the

IMF/IBRD Annual Meetings
Mr. Dumitrescu is married. He speaks French a little

but does not speak English

Mr. Corneliu Bogdan, Ambassador to U.S.A.

Born on November 5, 1921, in Bucharest
Married - three daughters
Educated - Institute for Economic Studies, International

Department, Bucharest
Joined Ministry of Foreign Affairs - 1948

Counsellor in Washington, 1951-53
Deputy Director of Western Department, Ministry of

Foreign Affairs, 1953-55
Director of Press, 1955-61
Director for Western Europe, 1961-67
Ambassador to U.S.A. since 1967

JIjichi/d1
December 14, 1972



September 27, 1973

Memorandum for the Record

ROMANIA - Annual Meeting, 1973: Note of Mr. McNamara's Meeting with the
Romanian Delegation on September 25

1. Present: Mr. Dumitrescu (Minister of Finance), Messrs. Diamandopol,
Voloseniuc, Constantin, Rincoy Kan, McNamara, Knapp, Benjenk, Votaw and Chaffey.

2. Relations with the Bank: Mr. Dumitrescu thanked Mr. McNamara for
the good support Romania was receiving from the Bank project specialists
who had visited his country thus far.

3. Economic Report: Mr. Dumitrescu said that, since this would be the
first Bank economic report on Romania, it would be widely read. Thus he was
anxious to ensure that it accurately reported on the Romanian economic structure.
For this reason he and his colleagues had given the economic mission, which
was in Budapest earlier in September, very detailed comments on the green-
cover draft; he hoped these comments could be incorporated in the final text.

FY74 Projects

4. Mr. Dumitrescu emphasized that the three projects included in the
FY74 lending program were an Integral part of the current Five-Year Plan.
The economic, technical and legal decisions with respect to these projects,
their timing, the equipment to be employed and their relationship to the
economic and social objectives of the plan, had already been taken at the
highest level and were irreversible. Failure on the part of the Bank to give
timely support for these projects would embarrass the Bank's friends within
the Romanian Government and would impede the identification of the second phase
of projects for FY76 and beyond. Special conditions should govern Bank
support during this initial phase. With respect to the Tecuci project, the
Minister emphasized the importance of the fertilizer plant coming on-stream
as scheduled in the Plan. There was no doubt that domestic demand in
Romania could absorb the additional production. Fertilizer application was
currently at a level of 80 kilos per hectare; much lower than in, say, Germany
(400 k/h) or France (240 k/h). By 1980 total domestic production would en-
able the application level to be raised to 350 k/h. On the distribution of
fertilizers, the Minister stated that the "combinats" had established local
supply centers according to need.

5. With respect to the Purceni power project, the authorities could not
agree with the recent Bank staff proposal that the project should also include
financing for the development of the fuel source for the power plant. Plans
for the utilization of national energy resources during the Plan period
had been finalized. Fuel for the Turceni plant would open-cast mined lignite.
But preparation of the mining element was less far advanced and the documen-
tation required by IBRD could not be completed quickly, whereas project
data on the power plant had already been sent to Washington. Thus, the

President has seen
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the mining project could not be appraised at the sam t-me as the power

plant. The omanian autherities would, hovevr, be parled to guarantee
the availaility ofu l gi for e pouer pant bt reaonable cost.

6. Mr. Mcamra said that he appreciated the importance to the Banks

emerging relationship with Romania of the =ucessful proce=sing -f the
initial prCoets. He assured the Minister that the Ban wou IPasign
shatever manpower was= neesar7y to reack a levcl of commistmenta of about
$100 million per arm-,um du-ing FYs74 ard 75, and e mas confident that the
technical problems encountered wnuld be overerme. But he reminded the
dele-ation that it was the Bark'u duty t( give it be jt rofesieal ujudge-
ment on projects, and i äw-oul fail in its dut if those judgrents were com-
promised by arbitar deadlines. in the 1oner nr he agree - ith the
Minister's vio that the Baek and ti ämanian authoritieo cold look forrard
to developing the ending relationsip en more traditional lines, since
there would be longer lead times for tho pearation and joint dcussion
of projects.

7. In vie of the lom probability r ain oM als evr projecto in the
Bank's povam for the next two years, Mr. camara a0sked Meissr. .Kna and
Berjenk to met sith him monk` r to review prg re-s on neh f t 1rojects.

8. Faternal Obli.atiors: :. Du mitrescu reported that nom aia as mak i ng
p =ogress in settling leng-stairng external obli ations; onl t ose with the
US and the tuK bondoders ere outIta din a i ic usin renarding ettlement
were bi presced by the -omanians. Cf cor 3e, settlement de: nded on both
side a,p roac hir the issue in a reasonable way.

9. Lending for Agriculture: Referring to Mr. Mcpamara' addares to the
Iovernors, Kr. Dumitrescu raid t! t, throug tie cooperatives, Romania was
making intersive offorts to inte rate te rupl yr of i nas for agricltural

levelopment. He expresed th view th at iomani m igt aronach th e Bank
fo a line of credit to be ad-m nitred by th LBan For Agriculture tasist
with agrie iltural developmen.

10. Vit to ~omania: On behalf 0 the Proanian Governeont, the Minister
exten :d an invita. on to Mr. Me unaa te viit oma in at an erl stage.
(åo response was given altkouh late in the da- Mr. Mcamara d t 0 l1 the
ugoslav delegati on t he had b en invited to visit ren,si and might find

time to de so in 1974 or 1975; he would try to visit Yugoslavia at the same
time.)

cc: Messrs. McNamara, Knapp, Benjenk, Ljungh, Fuchs, Votaw, apoenans,
Karaosanogln's , Horsley, Maiss

Cleared: 0. B.' Vetw

JChaffl: jw
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CONFIDENTIAL

MEMORANDUM FOR THE RECORD

ROMANIA: Visit of President Ceausescu

Mr. McNamara called upon the President of Romania, Mr. Nicolas Ceausescu,
at Blair House on December 4 1973. He was accompanied by Mr. Knapp and
Mr. Benjenk. Present on the Romanian side were Mr. Manescu, Vice Chairman
of the Council of Ministers, and Mr. Pungan, Adviser to the President.

The President told Mr. McNamara he was very glad to see him and
remembered well their meeting in 1968. Mr. McNamara also expressed his
pleasure and told the President he did not seem to have changed since their
earlier meeting. The President responded by saying that, at any rate, his
political views had not changed since then.

Mr. McNamara told the President that the first year of Romania's member-
ship in the Bank had led to intensive activity and very good progress in the
preparation of the first lending operations in Romania. The economic report
had been written and approved by the Government and three projects had been
appraised and some others identified. This was most unusual within such a
short time frame and had only been possible because of the special effort put
in. Since the relationship was a very recent one Mr. McNamara said that he
anticipated that a number of problems would arise during negotiations which
were new to both parties, and he suggested that advance negotiations should
take place as soon as possible so that the main issues could be identified
and discussed at as early a stage as possible. He was sure that Romania
would not regret joining the Bank and stressed the hope that the Romanian
authorities had not found the requests for information from the Bank missions
too demanding. As far as Bank missions were concerned, they were very pleased
with their reception and cooperation received from the Romanian authorities.

The President said he was pleased to hear from Mr. McNamara about the
unusual speed with which the first steps leading to Bank lending to Romania
had been processed. Romania's joining the Bank was part of its national
economic policy in which Romania would persevere. The Romanian authorities
had not found the requests of the World Bank missions too demanding, but
there had been instances where they had asked for information which was just
not available. He referred in particular to the energy field, in which
questions had been asked relating to Romania's energy policy in the 1980's,
whereas Romania was hard put to apply even a short-term energy policy. The
President endorsed Mr. McNamara's suggestion to have advance negotiations as
early as possible so that any possible difficulties could be overcome. He
felt that the Bank should not be unduly worried about the capacity of Romania
to repay any Bank loans since most of the projects under consideration would
result either in the saving or earning of foreign exchange in quantities more
than sufficient to repay the loans involved.

The meeting ended with both the President and Mr. McNamara expressing
pleasure at the new relationship between the Bank and Romania,

M. P. Ben Jenk
cc: Mr. McNamara (2) Vice President

Mr. Knapp Europe, Middle East and North

Mr. Votaw Africa Region

Mr. Horsley December 27 1973



BRIEF FOR MR. McNAMARA

STATE VISIT TO THE USA OF PRESIDENT CEAUSESCU OF ROMANIA

I. INTRODUCTION

1. President Ceausescu's state visit to the United States recipro-
cates President Nixon's visit to Romania in 1969, and is in response to
an invitation extended by Mr. Nixon at that time. Both the US State
Department and the Romanian Embassy state that there is no particular
significance in the timing of the visit, which was arranged some time ago
and delayed by the outbreak of hostilities in the Middle East. The visit
was scheduled for this year to avoid the US election years, 1972 and 1974.
Mr. Ceausescu visited the United Nations in 1970 and met informally with
President Nixon on that occasion.

2. President Nixon's standing in Romania is high; his visit in
1969 was interpreted as a gesture of support at a time when Romania was
establishing its right to freedom of action within the Eastern Bloc. The
Romanians regard President Ceausescu's return visit as extremely impor-
tant politically.

3. Apart from the meeting with you and a meeting with the Managing
Director of the International Monetary Fund, President Ceausescu and his
delegation will confine their discussion to US-Romania bilateral concerns.
Economic relations between Romania and US are expected to be the main
topic, including the granting of most favored nation status to Romania
(see Annex 2). The Middle East is certain to be discussed, especially
because of Romania's friendly relations with both Israel and the Arab
countries. European security, disarmament and economic cooperation are
other matters of mutual interest that are likely to be raised.

4. President Ceausescu's state visit will extend from December 4
to 10. After two days in Washington, he will visit Cleveland (where
there is a large Romanian community), Houston, Florida (for the weekend)
and New York.

II. ROMANIAN DELEGATION

5. The principal members of the Romanian delegation are:

Nicolae Ceausescu - President of the State Council of
the Socialist Republic of Romania
and General Secretary of the
Romanian Communist Party.

George Macovescu - Minister of Foreign Affairs.
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Manea Manescu - Vice Chairman of the Council of
Ministers and Chairman of the
State Planning Committee.

Corneliu Bogdan - Ambassador to the United States
of America.

Vasile Pungan - Adviser to the President (external
economic affairs), with the rank
of Minister.

6. The delegation also includes the Romanian Chief of Protocol and
a second Adviser to the President (press and public relations).

7. President Ceausescu is accompanied by his wife, as are some other
members of the delegation.

8. Your meeting with President Ceausescu is scheduled for 5:30 p.m.
Tuesday, December 4, at Blair House. It is not yet known who will accom-
pany Mr. Ceausescu at the meeting, but the most likely participants are
Messrs. Manescu and Pungan.

9. Brief biographies of the leading members of the delegation are
attached as Annex 1.

III. TOPICS FOR DISCUSSION

10. There are no major operational or policy issues to be raised
with President Ceausescu. He may express concern that Romania's status
as a developing country should be recognized. You will wish to take this
important opportunity to further cement the good relations between Romania
and the Bank.

A. Issues to be raised by Mr. McNamara

11. Development of Bank-Romanian Relations: You may wish to express
your appreciation for the cooperation which the Bank missions have generally
received and your satisfaction with the way in which relations between
Romania and the Bank have developed during this first year. A special word
of appreciation for the helpfulness of the Romanian Embassy and the Mini-
ster of Finance would be appropriate. You might also emphasize that the
Bank's objective is to help the Government as effectively as possible in
its development effort, and that we need full and accurate information to
do so. We are greatly impressed with Romania's development performance
from what we have learned so far, but must continue to satisfy ourselves
and our Board that proposed IBRD financing will contribute to efficient
development.

12. During the first year of Romania's Bank membership, a construc-
tive, businesslike atmosphere of mutual cooperation between Romanian offi-
cials and Bank staff has been successfully established. Both sides have
made great efforts to understand each other's customs, and substantial pro-
gress has been achieved through operational missions to Romania and
contacts with Romanian officials in Washington and Nairobi. As a result,
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we now have a reasonably firm operations program for FY74 and FY75, including
three projects already appraised, and an economic repoxt2has been complete.
We have been active in the recruitment of Romanians for the staff and in EDI
training, and Romania has been bidding for contracts under Bank loans to
other countries. An unusually fast start has been made in this new member
country.

13. Several Ministers in the Romanian Government have expressed their
appreciation of the work already done by the Bank in Romania and of the prio-
rity given to Romania by the Bank's "leadership". They have also repeatedly
emphasized the importance of the first Bank loans to Romania being handled
quickly and smoothly, in order to forestall possible criticism from political
hard-liners within Romania and from non-member countries. It is apparent
that the Government is determined to make a success of relationships with
the Bank, despite considerable risks imposed by extreme secrecy (required by
law) and other aspects of Romanian Government policies and procedures. For
these reasons, Government officials have strongly and repeatedly urged that
issues of substance should not be discussed unnecessarily in correspondence
between Washington and Bucharest. Bank comments which could be misused by
critics as evidence of interference in the domestic affairs of the country
should be made orally in discussions, either in Washington or in Bucharest.
Officials have stressed, and demonstrated in practice, that they were quite
willing to discuss the Bank's comments candidly and to act accordingly when
convinced of their merit.

1h. While initially there were some difficulties in receiving appropriate
project information, the Romanian authorities have become increasingly co-
operative in this respect with the realization that the Bank is serious in
its intent to lend to Romania. However, they have generally not been too
forthcoming in revealing information that they consider sensitive, i.e. in-
formation going beyond the technical aspects of a specific project; conse-
quently, we have less information than is desirable on sectors, on financial
matters, and on external debt (see paras. 24 and 25, below).

15. The first fruit of Bank-Romanian cooperation is the economic report,
which, after careful review by the Government, was distributed to the
Executive Directors on November 30. (A copy is attached as Annex 8). You
may wish to hand a copy of the report to Mr. Ceausescu. The Romanians have
taken great pains to comment seriously and constructively on the substance
and presentation of the economic mission's findings, and the report has been
approved by them and is mutually satisfactory (see Annexes 3 and 4). It
might be useful to stress that the Bank staff will always have to make its
own judgements and express them in our own particular terminology; some of
these judgements will in future undoubtedly suggest ways in which we believe
the economy can be improved.

16. Status of Operations: The three projects included in this year's
program are fairly advanced in the appraisal process, and we are confident
that they are well justified from an economic point of view and well prepared
technically. Preliminary procurement actions are to be started forthwith
in Romania, partly to ensure that Bank procedures are understood and followed
properly but also to firm up cost estimates. Formal negotiations, which may
bring surprises because the borrowers are new, are scheduled for April.
They could lead to foreign exchange financing of about $160 million.



17. The projects in the FYh Operations program are the Tecuci
Fertilizer project, the Otelirox Special Steel project and the Turceni
Thermal Power project. Details of these projects are given in Annex 5.

1 * rhpee hr ojacs, which would require foreign exchange
financing of about $1m0 million, are now bing prepared. These are an
irrigation project south of Bucharest at Giurgiu-Razmiresti; an agricul-
tural credit operation to intensify agriculture in an area serviced by a
recently completed irrigation scheme at Sadova-Corabia (in Mr. Ceausescu's
native province of Oltenia); and a multipurpose (irrigation and Dowe)
project on the Lower Cit River. Bank missions are in th: field now to
assist in the further preparation of the first two projects. A more
detailed description of these projects is included in Annex 5. In
addition to these projects in the agricultural sector, or with a sub-
stantial agricultural component, the Government has requested Bank
assistance in the near future for further industrial projects (most
imediately, a pulp and paper project) and also for hydroelectric and
nuclear power plants.

19. You may wish to emphasize the relatively short time in which the
three projects in this year's program have been processed, and to confirm
our confidence that these projects are economically justified and likely
to be approved by the Bank's Executive Directors in 1974. You may also
wish to repeat your Nairobi promise that sufficient staff would be assigned
to process projects as quickly as they are properly prepared within Roania.

20. Amount of Bank Lending: At the CPP Review Meeting in your office
on September 7, 1973, it was decided that the Bank should proceed with the
projects scheduled for FY74 and FY75, and should aim for a lending program
of $100 million in each of these years (see Postscript to the CPP, dated
October 26, 1973, attached as Annex 7). This was confirmadto the Minister
of Finance in Nairobi. Given the figure mentioned above, it is clear that
the direct foreign exchange requirements of the three projects already
appraised substantially exceed this year's target of $100 million. For
the two years (FY74 and FY7) taken together a lending program amounting to
some $250-280 million could be implemented without too much difficulty.
The Romanians may urge you to increase the Bank's lending program substan-
tially beyond $100 million (i.e., to the level which is envisaged for
Yugoslavia in the coming years). If Mr. Ceausescu raises this issue, you
may wish to respond that, in view of the Bank's commitments to other members,
you can make no commitment to Romania at this time; however, you would be
prepared to review the amount of Bank lending in the light of progress with
cooperation on the first three projects. You may also wish to point out
that other financing sources are likely to lend more, and on better terms
than hitherto, once the Bank's economic report is available to member
Governments and the first Bank loans have been approved by our 'xecutive
Directors.

21. The Role of the Bank: During this early phase, when the Bank's
knowledge of the Romanian economy and planning process is limited, the main
aim of the lending program is to alleviate Romania's shortage of convertible



currencies by providing long-term capital and financing projects, princi-
pally in agriculture and industry, which would earn or save foreign
exchange. At the same time the Bank hopes to stimulate the use of new
techniques in these sectors and to introduce some new concepts of economic
choice. Finally, and as experience has shown thus far perhaps most
significantly, the Bank offers technical assistance with project
preparation.

22. Starting to lend halfway through the current Romanian Develop-
ment Plan has constrained the Bank's influence over project selection and
preparation to some extent. For the next Five-Year Plan (1976-80), the
Government has promised to provide, beginning in April 1974, a list of
projects for the Bank to consider for financing in our FY76 and beyond.
Among them we expect will be a project for a canal shortening the Danube
route to the Black Sea; it will include many other elements and represent
a major effort in regional planning with the associated industrial and
infrastructural development.

23. As mutual understanding is developed, given the approval of the
first three loans in the middle of calendar 1974, it should be possible
to develop a more sophisticated lending strategy during_975,iprobably
placing more emphasis on improving agricultural productivity and prQmoting
regional development. The Bank expects that there will be increasing
demand for technical assistance in these and other fields. We also
envisage further progress with recruitment of Romanian nationals, with

EDI training and with Romanian bidding under Bank loans to other member
countries. It may be possible to help Romania develop its technical

assistance to the less-developed countries. You may wish to ask
Mr. Ceausescu how he sees the Bank's role in Romania developing after
the initial phase is over.

24. The Bank's Information Needs: Despite good progress made both
in the writing of the economic report and in the appraisal of individual
projects, there are still two major areas in which- our .inforationon
the Romanian economy is generally deficient:

(a) External Debt: All data on external debt are still regarded
as confidential, but figures were released on a restricted
basis to show total debt outstanding in 1967, 1971 and 1972.
Total convertible currency debt outstanding in December 1972
was $1,656 million (convertible currency export receipts in
that year were $1,076 million, with import payments
$1,148 million). Debt service payments amounted to about
27 percent of convertible currency earnings, but this figure can
only be roughly estimated because no information was supplied
on interest payments or on the amount of short-term debt
included in the total outstanding. To conform with the
Bank's standard procedures for assessing creditworthiness,
more detailed information on the structure and terms-of debt
are needed. Initial approaches have been made to establish
routine debt reporting, including the offer of a mission to
explain our procedures, but they have not yet been effective.
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You may wish to repeat the offer of a mission, and to stress
that the Bank's system of debt reporting would be of value
to the Romanians in their own accounting.

(b) Economic Problems and Priorities: In general, the Romanians
have been reluctant to open detailed discussions about their
major economic problems. Partly this results from a respect
for the secrecy of the details in the Development Plan,
partly also from an uncertainty among officials in the lower
ranks (who have not been used to speak openly about the
economy) as to how much detail can be provided and what
degree of frankness can be allowed. If this persists it will
hinder our aim of developing a capacity for making independent
judgements on the economic situation and hence developing an
order of priorities. Fairly free (and sometimes critical)
discussion of economic problems in the Romanian press suggests
that the domestic forum is relatively open. ThIs augurs well
for the future, but there is still a need to press firmly for
an opening up of economic information. You may wish to empha-
size that the Bank will need more information in the future
if its operations are to continue and expand on a proper basis,
and to restate our pledge that the confidentiality of certain
data will be respected.

25. It may not be clearly understood by the Romanians that a second
reason for our seeking information on the economy is to add to the Bank's
stock of knowledge of the development process. Romaniaprovides an
outstanding example of industrial transformation coupled with a rapid
development of human resources, a balanced regional development and an
even income diotribution. You may wish to point out that there could well
be valuable lessons from Romania's experience (not necessarily resulting
entirely from the social system) which could be made available by the
Bank to other member countries.

26. Defaultea Debt: While all claims on publicly-held pro-war debt
have now been settled, some privately-held claims against Romania have
not yet been settled. The two major claims outstanding are (a) with the
United States (US$l6.5 million bond claims), and (b) with Britain
(1,14 million, of which ,11 million is for bond issues, about L22 million
for oil claims and the remaining L11 million for miscellaneous unspecified
claims).

27. This subject is not viewed as a high priority topic on the
agenda of the United States' official discussions with President Ceausescu,
but it will be raised, and the hope continues that the issue will be
resolved at an early date. Negotiations on the British claims were begun
in April this year (after a lapse since 1966) but are at present adjourned
for internal discussions in each country.

28. The Bank has already informed Romania that it expects reasonabLe
progress towards a settlement, and hopefully full settlement, before loans
can be recommended to our Executive Directors. There would seem to be
little reason to do more at this time than remind the President of this



requirement, particularly as it seems that the claimant countries them-
selves have not ranked the issue as one of foremost importance in their
bilateral discussions.

29. Recruitment: Following Mr. Paijman's mission in May,
Messrs. Dyck and de Gryse visited Bucharest in October to interview
candidates. Of the ten interviewed, one (a power engineer) may be recrui-
ted in FY7b should a suitable vacancy occur. Mr. de Gryse will probably
return to Romania in December for further interviews, provided that more
information on the candidates is available. It is hoped that at least
two professional staff members will be recruited during FY75, possibly
including one Young Professional. The Personnel Department reoorts that
it is having difficulty getting from the Government all the information
it needs to evaluate candidates. The Department would also like to get
the Government's permission to approach directly suitable candidates
identified by other Bank staff on mission, or by other sources, to
ascertain their interest. The Department would, of course, keep the
Government fully informed of such approaches.

30. Economic Developrent Institute (EDI): Cooperation between the
FDI and the Romanian Authorities is progressing in a highly satihfactory
manner. Two Romanians have attended Dh courses in Washington during the
latter part of 1973; in October the EDI arranged a three-week industrial
course in Yugoslavia exclusively for Romanian participants. Next
February the FDI is sending a three-man mission to Romania to prepare for
a second industrial course, to be held in Bucharest during FY75.

31. As its next visiting lecturer (from April-August 1974), the EDI
has chosen the head of the Department of Economics of the Academy of
Economic Studies, Bucharest, Professor Nicolae Constantinescu.

32. Possible Membership in IDA: The possibility of Romania joining
IDA was raised with Mr. Rinnooy Kan on April 17, 1973 (see Mr. Adler's
memorandum of that date, attached as Annex 6). There has been no indica-
tion from the Romanian authorities regarding their position on this
matter.

33. Possible Membership in IFC: A year ago, when the Finance
Minister was in Washington to sign the Articles of the Bank, his delegation
discussed the possibility of IFC membership with Mr. Gaud. On that occasion,
IFC indicated its willingness to send one or two senior officers to Bucharest
to explore the prospects of IFC in Romania should the Government consider
such discussions desirable. So far the Government has not taken up this
invitation, but questions about possible IFC financing for some industrial
projects came up during Mr. Votaw's recent visit to Bucharest. The offer to
arrange for an IFC visit to Bucharest has therefore been repeated in a
letter to the President of the Investment Bank and need not be raised with
Mr. Ceausescu.
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B. Issues Which Mr. Ceausescu May Raise

34. Romania's Status as a Developing Country: The Romanians are
greatly concerned that their country should be recognized as developing
rather than developed. President Ceausescu is likely to emphasize this
concern. The Bank's acceptance of the Romanian position is reflected in
the economic report, the lending program and the downward revision of the
1971 per capita income figure in the World Bank Atlas. In this connec-
tion you should know that Romanian officials have remarked upon the fact
that, having reached agreement with Bank ts on an estimate of
Romania's 1971 per capita income of ab $7hO, he Bank then published
(in the 1973 issue of "Trends in Devel o "gentries") an estimate
showing the figure of $930, which had appeared earlier in the World Bank
Atlas. This apparent inconsistency arose because agreement on the new
figure came in mid-April, after the "Trends in Developing Countries" had
been printed at the end of March. We have, of course, assured the
Romanians that subsequent editions will include only the correct figure.

35. Other Potential Members: It seems likely that some of Romania's
COMECON neighbors are watching the progress of the Bank-Romania relation-
ship with considerable interest. Mr. Grenfell, who was in Bucharest early
in Noveriber, has reported on the pressure being exerted by the Romanian
Ministry of Foreign Affairs on other government agencies to get the first
loans finalized to prove that Romania's cooperative approach towards the
Bank, to which the Government gives the highest priority, bears fruit.
Mr. Ceausescu may indicate to you his impressions of Romania's neighbors'
interest in eventual Bank membership.

36. Your Visit to Romania: In Nairobi the Minister of Finance,
Mr. Dumitrescu, formally invited you to visit Romania at an early stage.
You did not respond at the time although you indicated later, in response
to a similar invitation from the Yugoslav authorities, that you might try
to visit Romania in late 1974 or ir 1975. Mr. Ceausescu may repeat his
invitation. Bearing in mind that this year's Party Congress is expected
to be held in July or August, a good time to visit Romania would be late
October or early November 197h, before the colder weather, which dis-
locates itineraries, sets in: alternatively, a visit in April 1975 would
be desirable.

Country Programs Department I
Europe, Middle Fast and North Africa Region
November 30, 1973


