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OFFICE MEMORANDUM
TO- Memorandum for the Record DATE: July 3, 1972

FROM: Dieter Hartwich

SUBJECT: Visit of YuEoslav Ambassador

The Yugoslav Ambassador Mr. Toma Granfil visited Mr. McNamara
on June 26, accompanied by Mr. Stojiljkovic, Economic Minister at the
Embassy. Mr. Hartwich was present at the meeting.

The Ambassador expressed his Government's satisfaction at the
$75 million loan for the power transmission pro ect which had been approved
by the Ticard on June 13. Since this was the only Bank loan to Yugoslavia
in FY72, the amount of annual lending was below that of the preceeding
years but the Government was aware that this was due to difficulties on
the Yugoslav side. however, matters had very much improved in Yugoslavia
recently and a higher rate of Rank lending was hoped for again in the
coming 'years. The Ambassador said that he would soon go to Yugoslavia
and was therefore interested in Mr. McNamara's assessment of Yugoslav/
Bank relations.

Mr. McNamara exnressed his satisfaction at the very efficient
handling of the power transmission project on the Yugoslav side and the
great efforts made by the Yu 7oslav authorities which finally made possible
the effectiveness of the 15ur FY71 loans. Operational relations therefore
seemed to be cominF7 11ack to norral. On a more general level, he wanted
to make two observations. Firstly, he had a question whether the trend
towards decentralization, which he recognized was essential for Yugoslavia,
left sufficient responsibility to the Federalauthorities in those matters
which by their nature had to be decided for the country as a whole, such
as price and. incomes policies. Secondly, it seemed that the rate of growth
in the less developed regions of Yugoslavia had slowed down in recent years
so that the gap in per capita incomes to the developed republics was no
longer narrowin 7. This was a serious problem although he realized that
other countries faced the same situation.

The Ambassador agreed that these were two important problems.
On decentralization, he said that recently the trend had changed from
one-way to two-way traffic. In other words, in essential areas the new
constitutional provisions had been defined in such a way that there
could be effective federal action. He explained briefly the situation
with regard to price controls and elaborated somewhat on the attempts to
create an incomes policy through social agreements among all parties
concerned. With regard to the second question, he agreed that the gap
in per capita incomes had not narrowed recently. however, he said that
ma3or efforts 'were being made in that direction. He described the
contributions presently being made to the less developed regions and
mentioned that the new 5-Year Plan which would probably come into effect
in July would place great emphasis on this matter.
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The Ambassador said that the question of allocating Bank funds
among the republics and provinces was a delicate one. Certain proportions
had been worked out by the Yugoslav authorities in which the various parts
of Yugoslavia should benefit from Bank lending. The formula was rather
flexible and to be realized over a period of years only and not in any
single year. The Yugoslav authorities also foresaw emphasis on the less
developed regions but did not exclude the more developed republics.
Mr. Hartwich remarked that the Yugoslav formula as such was not known
to the Bank. Mr. McNamara replied that the main point was that there
was emphasis on the less developed regions and flexibility in applying
any formula. Given this, it should be possible to work out a mutually
satisfactory lending program.

The Ambassador then described the manpower surplus, largely
of unskilled labor, in the less developed regions and asked whether the
Bank would be prepared to lend for education in these regions in order
to upgrade the quality of their manpower. Mr. McNamara replied that
this was an objective which he fully supported and that the Bank would
be glad to consider suitable projects in the education sector which
the Yugoslav authorities might put forward.

The Ambassador reiterated once more how pleased his authorities
were with the close and fruitful cooperation with the Bank and the efforts
the staff had made, and that they hoped FY 1973 would be a successful year
which would also to some extent make up for the shortfall in lending
in FY72.

Mr. McNamara's office (2 copies)

cc to Mr. Knapp
Mr. Benjenk o/r
Mr. Horsley

DHartwich:rpo
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OFFICE MEMORANDUM
To Mr. Robert 3. McNamara DATE: 22 June 1972

FROM: Dieter Hartwich't

SUBJECT: YUGOSLAVIA: Your meeting with the Ambassador

1. You are meeting with H.E. Toma Granfil, Ambassador of Yugoslavia, at
11.h0 a.m. on Monday, June 26, at his request. He will be accompanied by
Mr. Miodrag Stojiljkovic, Minister Counselor (Economic) at the Embassy.
The Ambassador's primary purpose is to have his first formal meeting with
you since his appointment to ;Washington in October 1971.

2. The matters likely to be raised by the Ambassador are:-

(a) The difficulties experienced with Bank operations in Yugoslavia
in 1971 will probably be briefly touched upon.

These problems, and their causes and solutions, are summarized in the
attached memorandum which Mr. Benjenk approved before his departure. You
may wish to express understanding for Yugoslavia's past difficulties, while
pointing to the staff time they absorbed and the doubts about Yugoslavia's
ability to utilize our loans that they created. The Bank is pleased that
its operations are now again being handled more effectively, but the
consequences of a repetition of the 1971 situation should be emphasized.

(b) The volume of Bank lending that Yugoslavia can expect in the next
few years.

Your Report on the Power Transmission Project (P-1081, dated
June 1, 1972) expected lending to Yugoslavia to continue at an annual average
level of $100 million. This was also the figure mentioned to the Federal
Secretary of Finance by Mr. Knapp during his recent visit to Belgrade.
FY 73 might be higher than the average to compensate for the lower level
attained in FY 72 ($75 million), and it seems at present that sufficient
projects could be ready for this.

(c) Sectoral priorities for Bank lending as seen by the Bank.

The Bank proposes to concentrate its lending on infrastructure,
especially to support structural reform and country-wide coordination;
agriculture, especially to improve the productivity of the small farmer;
tourism, with increasing attention to infrastructure; and industry,
through a line of credit, with direct lending for individual projects after
FY 73 confined to projects of national importance.

(d) Education in the less developed regions, especially Kosovo, may
be presented as being of high priority for Bank lending.
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The Bank' latest economic mission was impressed by the need for
more technical education in Kosovo, both to meet the Province's needs
and to enhance the possibilities for mi ration to industrial areas
elsewhere in Ygoslavia. We plan to make a special study of Kosovo
during the next economic mission (in September) and will have this in
mind.

(a) Regional distribution of Bank lending. The Ambassador may
make the point that the more developed Republics have their own less
developed areas and therefore require continuing Bank support.

intend that an increasing part of Bank lending over the next
few years should go to the less develcped Republics and 2rovinces. We
will be guided by the levels of per capita income, which in the less
developed regions are considerably below the national average of 3650,
and the relative levels of lending in the past few years. The more
developed Republics are on the whole able to take care of their less
developed areas.

3. You may wish to compliment the Ambassador on the Yugoslav handling
of the power transmission loan negotiations and preparation for Board
consideration. There are no other issues that I propose should be pursued
at this time.

4. A brief biography of Ambassador Granfil is attached.

At tachnents

cc: Mr. Knapp

NHorsley:jg
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OFFICE MEMORANDUM
TO: Mr. H. N oamara DATE: 21 June 1972

FROM: M. J. B enk

SUBJECT: YUGOSLAVIA - Light at the end of the Tunnell

The Yugoslav Ambassador, Mr. Toma Granfil, has asked to see you in
the near future. Before you meet him, I think it useful to give you a
picture of the Yugoslav situation, and particularly Bank relations with
Yugoslavia, as we now see it.

Introduction

0e were all much concerned during 1971 and the early part of 1972
with the lack of progress with Bank operations and with the economic
situation. Essentially, the problem with our operations was that they
were trapped between political change and dispute on the one hand and
economic stabilization measures on the other. The situation appeared
deplorable, but it deserved understanding from the Bank since it arose
from efforts to improve upon a unique political system and simultaneously
to correct an unhealthy economic situation. There was no lack of interest
in Bank activities on the part of the Yugoslavs. On the contrary, they
worked very hard to resolve the problems, and were much concerned by the
delay in implementing important projects and by the potential impact on
their credit standing of a decline in Bank lending.

The Political Situation

The two most important factors in the situation were the principle
of self-management and regional nationalism. While decentralized decision-
making is the main objective of the self-management principle, it is also
to some extent an attempt to develop a political system that both
recognizes the country's regional differences and accommodates them. The
gradual movement towards decentralization since the early days of Yugoslav
Communism has been marked by a series of distinct steps, each followed by
a period of adjustment. The most recent step was the constitutional reform
of July 1971, which re-emphasized self-management, transferred many powers
from the Federation to the Republics and Provinces, and created a collective
Presidency.

There are two main constraints to excessive decentralization in
Yugoslavia. The first is the requirement for cohesive fiscal, monetary
and incomes policies in a modern interdependent economy. The second is the
widespread awareness that Yugoslavia is a strategically located buffer
state. This, more than President Tito's continuation in office, prevents
decentralization from becoming fragmentation.

The events of 1971 can be seen in this perspective. Recognizing that
he could have no comparable successor, Tito initiated steps to modify the
constitution early last year. The principal objective was to further
increase self-management so that decisions could be taken at the level of
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those most affected by them. In achieving this, many political conflicts
might be confined within the borders of the Republics, reducing the
possibility of conflict between nationalities. To further reduce this
possibility, Federal decisions were to be made largely on the basis of
unanimous agreement between the Republics. A collective Presidency
composed of representatives of the Republics and Autonomous Provinces
was to be created to direct the Government and to resolve major policy
issues. The public and parliamentary discussion on the proposed
constitutional changes was vigorous, open and occasionally acrimonious.
Many old animosities were allowed to bubble to the surface and be vented.
Nevertheless, the tone of the debate was constructive and the amendments
were adopted.

In some respects, the amendments were broadly stated and left important
problems to be resolved by subsequent interpretation and implementing
legislation. In the early fall, the new Government began to clarify the
now arrangements and to deal with the outstanding problems. However, the
nationalist sentiments that had emerged during the debate on the
constitution now began to inhibit inter-Republican agreement and to thwart
constructive Government action. The worst offenders were the Repu'blic of
Croatia and the Province of Kosovo.

By December this obstruction had made it so difficult for the
Government to act, and concern over the lack of Federal decisions on
urgent economic questions was so widespread, that the League of Communists
of Yugoslavia (LCY) undertook a thorough examination of the situation.
Croatia, where the situation was at its worst, was chosen as the example.
Some Croatian party leaders had sought to base their political strength on
nationalist forces but, in effect, had lost the political initiative to
those forces. The threat thus posed to the Federation was not toleraole to
the party. Following intensive discussions in the LCY Praesidium, the case
was taken to the Croatian party membership which met, considered the issue
and voted several of its leaders out of office. Having thus lost the support
of the party, the Croatian Prime Minister also resigned. He was succeeded
by Mr. Perisin, then Governor of the NatLonal Bank.

With the resolution of the immediate problem, the LCY Praesidium began
to consider the party's future role. In the Yugoslav system it had had
responsibility for basic political questions. An important LCY conference
in January of this year defined the future role of the party to be both to
hold the decentralized state together and to ensure that it could operate
efficiently. A new, streamlined and more important Executive Bureau of the
Praesidium has since been taking an increased interest in broad policy issues.
The party is now acting as a watchdog to ensure that there are not undue
delays in either policy making or policy implementation.

Although few important governmental decisions could be taken until the
settlement of the Croatian issue in December, the Federal Executive Council
(FEC) has become the main focus of government decision in the period
following the constitutional changes. To facilitate national decision by
consensus, FEC has developed a system of inter-Republican coordinat-in
corrriittees, each covering one of the major policy fields. They are chaired
by members of FEC and are composed of appropriate members of the Executive



Councils of the Republics and Provinces. The committees are the main
forum for Government policy discussion: once agreement has been
reached in a committee and it has been approved by the FEC, the issue
is generally settled. Consequently, both the Presidency and the Federal
Assembly have been playing secondary roles. With the changed political
climate most of the outstanding policy questions have been resolved.
These include such important and contentious issues as the five-year
plan, the foreign exchange regime, responsibility for price controls, ad
funding the less-developed regions, especially Kosovo. The work of the
inter-.tepublican committees has been so effective that the organization and
function of the Federal Assembly has been called into question. With the
essential agreement being reached in the committees, there is little for
the Assembly to debate, and too much dispute could damage the delicate
decision-taking machinery that has now been established.

The political problems of last year have been settled, at least for
the moment. The greatly improved atmosphere that has facilitated decision-
taking should continue, although regional differences and rivalries will
also continue, as they do with less publicity in many other countries, and
there are still many political difficulties for the Yugoslavs to overcome.

Economic Situation

The recent marked improvements in the economic situation, the result
of effective Government stabilization measures, are fully documented in
the latest economic report (EMA-S-ha, dated May 26, 1972), and, especially,
in your Report and Recommendation to the Executive Directors on the Power
Transmission Loan (P-1081, dated June 1, 1972). I have nothing to add,
except to note that the new system seems to permit more effective economic
management than we had feared, and the improvement in the balance of
payments has been maintained, but that there are, and will continue to be,
difficulties in the way of stabilizing prices and incomes.

Bank Operations

As I have noted above, for most of 1971 and the early part of 1972,
our operations in Yugoslavia were caught in the web of constitutional
change, political conflict, serious economic problems and stabilization
measures. These were matters that obviously, and necessarily, occupied
much of the time and attention of the Governments. This situation was
complicated by uncertainties in interpreting the new constitution and by
the need for a large volume of implementing legislation. The Republics aid
Provinces had also to make cosecuential revisions to their constitutions
and pass much implementing legislation. Moreover, the regional Governments
had to weigh their new financial responsibilities and measure them against
the resources likely to be available. The Governments were under pressure
and distracted from their normal business. Understandably, they found it
difficult to give their full attention to matters affecting the Bank's
operations.
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Delays in loan effectiveness, Although some ongoing projects,

especially the railways, and the presentation to the Bank of prospectiveprojects were affected by the situation last year, its most obvious
impact was in delaying the effectiveness of the four loans approved in
June 1971.

The constitutional amendments that most affect Bank operations are
those transferring economic resoonsibilities from the Federation to the
Republics and Provinces, and those requiring that consultation with and
agreement between the regions must precede most Federal decisions and
actions. As a consequence of these changes, the Bank's loan and guarantee
agreements with the Federation must be ratified by the Assemblies of all
the Republics and Provinces before they can be ratified by the Federal
Assembly. Republics and Provinces in which Bank loans are made must now
give a guarantee to the Federation before it can ratify its guarantee.
These new arrangements have inevitably slowed Federal decision making and
the processing of Bank operations. However, recent experience, ospecially
with the power transmission project, shows that they do not necessarily
cause undue delay.

The difficulties and delays that we experienced last year were not somuch inherent in the new machinery as a consequence of its mis-use.
Croatia's obstruction and almost complete refusal to agree with the other
regions on any issue held up the Federal ratification of all four 1Y 71loans. Superimposed on this problem was Kosovo's attempt to obtain the
domestic financing for the Ibar project from ie other regions in order
to conserve its allocation from the Fund for Less Developed Regions for
other projects. Croatia was the only Republic refusing to participate inthis funding, and Kosovo in turn refused to ratify any of the Bank loans
until its objective was attained. With the settlcmont of the Croatian
political problem, that Republic agreed to join in financing the Ibar
project, and Kosovo ratified all four loars. ProPosals for Federal
ratification, which had several times been laid before the Assembj when
agreement seemed near, and withdrawn when it did not materialize, were
finally approved in February.

A cause of even longer dealy was the transfer of responsibilities
from the Federation to the Republics. It took them some time to assess
their new financial burdens and their new resources. hile other projects,
particularly the railways, were affected, the principal victims were the
tourism projects, because the responsibility for interest subsidies for
tourism projects had been transferred to the Republics. For the Bernardin
project, in Slovenia, the delay in the end was not serious, although
uncertainty over payment of interest subsidies held up the acquisition ofland and the employment of architectural consultants. For Croatia, theproblem was much more serious because it implied payment of the large
majority of the former Federal subsidies, a very heavy drain on its budget.Although its Executive Council had undertaken to provide the subsidies forthe Babin Kuk project in lieu of Federal subsidies, it proved impossible totake the matter to the Assembly during the period of political turmoil inCroatia. Once that period ended, appropriate measures were worked out
and presented to the Assembly. They ran into serious opposition, butintensive lobb'ing went on throughout and finally, in mid-May, the Assembly
gave its approval. As with the Bernardin project, the delay in passing subsidy
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legislation held up for a time the employment of architects and management
consultants and the acquisition of land. The project sponsors, however,
took the risk of entering into interim contracts with architects and
consultants and acquiring the project sites.

Completely unexpected problems in obtaining a vital part of the site
for the Bernardin project arose and further delayed the effectiveness of
that loan. A similar, and also unexpected, difficulty with the Babin Kuk
project did not cause any additional delay. Once our agreements had been
ratified by the Federal Assembly there were no substantive issues to delay
effectiveness of the Fifth Highway and Ibar loans. It took some time,
however, to approve and sign the related subsidiary loan agreements, relending
agreements, financing decisions, supply contracts and the like, and to
submit them to the Bank together with the legal opinions. One last delay
to the effectiveness of the Ibar loan was caused by a smallpox epidemic
which prevented the Provincial Assembly from meeting to approve certain of
the subsidiary documents.

All four loans were made effective at the end of May and the beginning
of June. The achievement of this had required tremendous efforts in Yugoslavia
and a great deal of work on the part of Bank staff. Additional time had to
be spent on other issues which arose, but did not further delay
effectiveness. We must regard some of the time spent on these projects in
the past year as wasted, but it must be remembered that the substantive
problems would have required our time and attention regardless of whether
they arose before or after Board approval. If we regard the settlement of
the political dispute in January, rather than Board approval in the previous
June, as the date on which action to make the loans effective could begin,
then the record, while not remarkably good, is by no means hopelessly bad.

Other Operations. The financing of the Bankts ongoing railway projects
has been affected by the transfer of responsibilities to the Republics, by
Government action to stabilize the economy and by the economic situation,
especially the liquidity crisis. In the case of the Belgrade-Bar railway,
satisfactory financing to cover the increased costs has been arranged through
a successful public bond issue for the Serbian portion and special Federal
budgetary funds and National Bank loans for the Nontenegrin portion. The
financial problems of the M4odernization project are much more difficult and
are associated with serious problems of management and operations,. e are
now discussing with the authorities concerned measures to salvage the railways
from their present troubles. A most encouraging feature of these discussions
is the general acceptance in Yugoslavia of the recommendations of the
consultants employed by the Bank to make a thorough examination of the
situation of the railways. In connection with the proposed loan now under
consideration to complete the railway modernization program, we shall try to
build on the precedents established under the power transmission loan. It is
likely, however, that their application to the railways will be even more
difficult than it was to the power sector.

Good progress has been made in a number of other directions. Our concern
over the lack of projects in the pipeline has been abated by the recent
presentation of a list of thirteen project requests. This list has been
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agreed by all the Republics and Provinces, as is necessary, and was
approved and presented by the Federal Government. ve now have an
adequate pipeline for the time being, project preparation is going quite
well, and more new projects are on the way. Agreement in principle has
now been reached in Yugoslavia on a line of credit operation, an operation
that has been under discussion for several years. We expect to receive
more detailed proposals very shortly. Satisfactory progress is being made
towards the establishment of a project appraisal training institution:
the first two teachers are now taking the EDI Industrial Projects Course.
We propose to involve project analysis personnel from the Yugoslav banks
concerned in the field appraisal of appropriate projects. The capital
market study is going well and the work is being done almost entirely by
Yugoslavs. We expect to discuss the results of the first phase with them
in September. Progress with the coordination of highway planning and
evaluation is also encouraging.

Perhaps the best evidence of the improvement in the Yugoslav side of
our operations lies in the Power Transmission Project. Little more than
a year has elapsed from receipt of the feasibility study to approval by the
Board. This is a remarkably short period for so complex a project. The
massive Yugoslav delegation to the negotiations was well-briefed and fully
prepared. The negotiations in Yugoslavia were well-organized and most
expertly conducted. In the following month a very large number of approvals
and documents had to be gathered from the nine Governments, six banks,
eleven enterprises and four power associations involved. In many cases
this required meetings of Executive Councils, workers' collectives or
councils and boards of management. Yet all this material was collected,
translated and presented to the Bank in time for Board consideration two
weeks ahead of the original schedule. During this period, new legislation
concerning responsibility for price controls, electricity price increases and
JUGEL was passed. JUGEL and the enterprises also entered into an agreement
for coordinated operation, maintenance and expansion of the transmission
system.

Underlying all this activity was the critical fact that agreement had
been reached between the Federal and Republic Governments, JUGEL andthe power
enterprises on a number of very difficult issues. Those concerning rate
increases, responsibility for price controls, coordinated procurement and
planning and the role of JUGEL were especially delicate. The ground had been
carefully prepared by the Bank, but it was the impressive efforts of the
Yugoslav parties that, in the end, made success possible. The end result is
that the provisions of the loan documents are better than we intended and
very much better than we had expected to negotiate.

On the whole, progress with Bank operations in Yugoslavia in the past
four or five months has been remarkably good. Business with Yugoslavia
seems to have settled back to the normal level of difficulty. This does not
mean that we shall not have renewed upsurges of nationalism in some Republics
in the future and tensions resulting from unpredictable frictions between
the Republics. However, in the light of the marked improvement in the
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situation, I see no necessity to follow up on your suggestion, made
at the last CPP review, to have monthly meetings with the Ambassador
on the progress of operations. I had a long working meeting with
him on June 12 and reviewed current and prospective operations and
problems. He has undertaken to pursue with his Government all the more
important issues. I propose to have similar meetings with the Ambassador
at intervals of six months or so.

cc: Mr. Knapp
Mr. Hartwich

NHorsley:jg



Attachment II

GRAEFIL, Toma: Ambassador of Yugoslavia

Toma Granfil was born in Vrsac (Serbia) in 1913. He graduated
from the Lw School of Belgrade University in 1935. Mr. Granfil took
part in the People's Liberation War in 1941. He was appointed member
of the District Command of the People's Liberation Movement of the Srem
area and of the Regional Command for Northern Banat during the war. He
became a member of the Communist Party of Yugoslavia in 1941.

His official positions include: President and Secretary of the
Regional People's Committee for Northern Banat, Secretary of the Provincial
People's Liberation Committee for Vojvodina, Assistant Commissioner and
subsequently Commissioner for Trade and Supplies of the Executive Committee
(Government) of the Autonomous Province of Vojvodina, Assistant Minister
of Trade and Supplies of Serbia, Minister of State Acquisitions of Serbia,
Director General, Head Office for Serbia of the National (Central) Bank,
Director General of the Yugoslav National Bank, Vice President of Executive
Council of Serbia since 1965. Member of the Federal Executive Council
from 1967 to 1971. He was appointed Ambassador to the United States in
October 1971.

He is a member of leading bodies of political and social organizations,
and was elected to the Federal Assembly of Serbia on several occasions.
Granfil has had considerable experience in financial affairs, commercial
negotiations and foreign trade matters. He has been a perennial participant
in meetings of the International Chamber of Commerce (ICC) and served as
president of the Yugoslav National Association of the ICC from 1953 until
1965.

In addition to holding the foregoing posts Granfil has been a member
of the following organizations: the Editorial Committee of Ekonomaka Politika
(August 1952-October 1956); the Belgrade University Eamomics Faculty
Council (October 1954); the Serbian Concert Bureau (February 1950); the
Editorial Council of Politika (January 1960); the Main Committee of the
Socialist Alliance of Working People of Serbia (November-May 1967); and
the Presidential Board of the Federal Foreign Trade Chamber (January 1961).

Little is known about Granfills personality or private life. He has
travelled widely in Europe, South America and the Middle East and has visited
the United States on at least two occasions in 1959 and 1960. He has
received the Order of Merit, first class, and the Order of Work, first class.
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OFFICE MEMORANDUM
TO: Memorandum for the Record DATE October 11, 1972

FROM: Norman Horsley

SUBJECT: MeetlnE: of Mr. Janko Smole With Mr. McNamara General Discussions

,Ix. Janko Smole) Yugoslav Fe(3eral Secretary for Finance, met
Taith in his office on September 29, 1972. Accompanyin,1-
Mr. :7moI3 were ffe,3srs. Branisiav Colanovic) Governor of the hat!_: rLai Bank
of Yu,,oolavia, Milovan Markovic, Assistant Federal Secretary for Foreign
Affairs, Ei:)drag Stojiljkovic, Minister Counselor (Economic) at the
Yugoslav Zmbassy, Ratoljub Dodic, Senior Counselor in tho FpderU

Secretariat for lZinance, A. Rinnooy Kan, Executive Director, and Branko
Mijov-ic, Alternate Executive Director. Messrs. Knanp, 3enjen1-,, Chenery,
Votaw and Horsley were present at the meeting.

Mr. Smole opene,d 1_)y referrin - to the improved econoric results
attained in 1972, which werp reflec"-ed in the Yugoslav bal-anc,e of payments.
A degree of control over irtflation had been established, there had been a
large increase in exports and invisible earnings, especially tourism., and
a consequential increase in the countryts foreign exchange reserves*
These reserves were,, however, still low in comparison to Yugoslavia's
needs. He also pointed to a number of important issues on which agreement
between the Republics had been raached recently, particularly a new five-
year planj a new foreign exchan-,e, system and a list of projects for
consideration by the Bank.

Mr. McNamara noted the excellent progres3 Yugoslavia had made
in improving its balance of payments situation, but said th'At inflation
still continued to be a major factor in the economy. He asked to what ex-
tent the Federal Goverment could control wages and prices in the present

Rr. Smole renlied that much thought had been given to these
mattors. Prices had been frozen for a long period and strong price
controls were now in effect. He thought that the Federation now had more
effective power to control pric03 than formerly. Responsibility for wage
controls rested with the Republics, but the Federation was working to
achieve agreement with them for common criteria and guidelines. The
Republics had found this a difficult problem for any one of them to solve,
and were pressing for Fedo-ral action and handing over some of their
authority to the Federation. Incomes policy was still being studied, but
the general attitude was very favorable and much Drogre5s had already b,.f,-
made.

McNamara enquired what econo,-ac progress was being made by
the le3s-developad regions relative to the wealthier regions. In reply,
Mr. Smole said that they had not been catching up with the progress of the
wealthier NepllbliC3 and they would thorefore have larger allocations from
the Twid for the Le53-Developed Regions in future. The new five-year plan
called for an economic growth rate in Kosovo that would be 40 percent
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above the national average; in the other less-developed regions it would
be 2e percent higher.

Er. Smole said he was pleased that there was now a good pipeline
of projects for Bank financing, and indicated that his Government would
submit a new list of projects for possible Bank financing in FY75 and later.
Mr. McNamara also expressed his satisfaction with the enlarged pipeline.
However, he also pointed to the need to reduce the difficulties that
impeded Bank operations in Yugoslavia and to expedite project work. In
reply to Hr. Smole, he said the Bank would be ready to go above its average
annual lending to Yugoslavia in FY73, subject to sound projects being
ready and to continued good performance.

Vith regard to the proposed line of credit operation, Mr. Smole
concluded that, following the long discussions between Yugoslavia and the
Bank, the best course would be for the Bank to make credit available
through banks in the less-developed regions, especially Kosovo. He also
asked for Bank support in providing credit and marketing assistance to
farmers. He mentioned that he had asked for the assistance of the
International Finance Corporation in introducing Yugoslavia to the world's
capital markets.

Mr. Smole complimented the Bank on its handling of the Power
Transmission project, and particularly applauded the special treatment ofthe less-developed regions in the allocation of the loan. He thanked the
Bank for the Transmark Railway study, which had been widely distributed
and much appreciated. A coordinating committee had been established at
a high level to move the railways' development program forward. Mr. Knapp
pointed out that there was an urgent need for decisions to be taken on
matters affecting the railways' future, many of which were long overdue.
Mr. McNamara emphasized that while the Bank could supply answers to
technical problems, it was up to the Government to take the difficult
political decisions. He urged that they should be taken quickly.

cc: Mr. McNamara (2)
Messrs. Knapp, Benjenk, Chenery, Votaw,

Wapenhans, Pbllan Haynes, Mahoney,
Wyatt, Dubey (o/r5 , KIpp, Kato
Ijichi, Horsley
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OFFICE MEMORANDUM
.r LýL -s DATE: '2y-ped 11, 1973

FROM: Gý-c,,,ory B. Votaw., Colu-,-Lry 4i'r,-,6-,-.ýýu-,js Director. ElE--I

s Lj SJ E CT: visi-V oi, Lr. Feeicral Sec.-e-ý-lary, wit11
Mr. or, Äu,ý7ust i 197_.1

i Mr. Sråole ca-1,1c-d on durin,- his stay Li
,vl'ýa,ý;,i-J-rlc,'uc,ii 1-ýo attend i,,onetary ta11,s sponsored by the LY; Messrs. S-ýojiljlzovic
ancl Knapp were. also present.

2. Sý-,ole vas proud 'Vo ai-,inounce t1,0 cleci, s-ILu:-, of Lhjý 1,1ý_,:J,-,rý,,1 IRCpublic,
cn,reful study, to support the Four-L`lh 1711 Replen-LDI,ý 2:,, `th a

contricýu`ULC)n Of about
grade sý,or` l J-uly. Mr. e-,-ý)rossed nJ s frat it u2,2 f or Yufgoslý ýria s

for it repi-eseri'l-. 1 Ljý,aJ,Ier ,,ercent-ýUle SIILI'G v-arl
!u:-, slavia,s to -L;Iie previous ulle CGLUI,ujy s

ý-ort ý,_)oliticaU -,, at s 4-,-ie wäjole
exercise. lå-. ',ý,olv -,xpl,-ý,-Lriý3d -u.',iat Yij.ýnslavi_ -jould huve

1:,1ýed to kee-) its but 1,ýýd decided to othcýr
international develu-ýc-,', in to !DA and could
1-10-u do as for LyA a-1011v ýis I-~gIr, t Ännv-_ý possiblf,ý added
th,at his gru-Velcd ýLor 1,å-. s Personal intercst i-n
1DA. 7,-,atters and was looking to beirj-, i,_ýpresented at the post-

seýi-iii-lar on DA -policies.
`r. Sý,iole tý,en i' the 1,:c,"airaras ijould con-sider visit,ing
i% L 11 4 L ý1

in 1974, partl cu -:ý,rly if tv ýy -,,.,ere planning travel in 41-he,
area (e. g. , to Roimania) . 11,-- ea--1.ier v-isit had been vely '-oelpfuJI by
1."cllciný, IBU bettý,,r knom, and "in othrýr (1*.e. by encourýý,i,-3.ng :u-jorval
dcý.-.1ä_ons to be taken n,-,re promptly than Mr.

n,-, nnd4 1lad very 1ond oi the lasu vlýýiUJ
and But ha co-j-I-cå not anGwer the invitatinn

'råvel plans wc,--,ý stjjý wu:(1,rtain) aund was ua-il`kely to ans-,;er
-ative because of his Dolicy, orl'y rarely violated, of seeing al-'

cuun.rl_es af, leasö once beforu, ýý-_,king seconcl visits to any. 1,1r.
,;ould try t-o giva Spiole a more deý:inite answýýr in Nariobi.

P1r. Sraole then said that he was delå ghted a ö the way the Fjarý, I s-
ým Yugoslivia had incrensed j-n the last several nio nt h s . Liverse

prý),-;ccts in several sectors had been approved or Kara iäell advanc,qd.
cý7,oý4ations and o'J,cr jznpo-tan' ac'iv.Lt P-s sched,£,_ed re u u t

c.nie Yé,,ar-, not, jusib j-n one peak season. 2Fnole was grateful for tý.u
ecleration 2un Bcu-L winien was Jorscen and for sound ad7ricý_ L)n stýbjects
such as energy policy. steel pro-ranis and agricultural planning.

5. S-nole erphasized two new items to which the Federal Govenureii-I.
alvt-ac1ýec! urp_ent priorJty:

a) A line of ered-it 1'olr agr-'Lcul'Vu-re, to be by the
1u Was fwäiiliaz- wit,, bankiný,- of. 1 1- ~ _CIUJý_U_a7

C-_'ý KDý' j ý_' ý L- _ V
Voluaw observed tLJ_s request had cc.-,e from only a few
days back L-i brief 1----ý_ý.,al tems; '.1,je -2c Staff Welco,-,-,ed it
entliusiastically in principle but needed far more detail before
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saying whether or not (and when) a bankab`e project could be
developed. Smole acknowledged that fonrmal notification of
Yugoslavia's interest in an agricultural line of eredit had
been sent only recently and promisod, now that the bank confirmed
it hud no objection in principle, to see that more detailed
project preparation ;would be laLunched from the Yugoslav side.
Mr. McNamara welcom-ed the line-of-crcdit idea and urged quick
action on anything that would help the agricultural population
(36 percent of total) and accelerate tractorization, and use of
fertilizers and other essential modernization.

b) Finanoing for an oil pipeline from an Adriatic Port
(handling Iideast oil) through Yugcsiavia to Hiungary and
-Czechoslovakia, who ould both finance parts of tho project.
Sr.ole confirmed VoMtai conent That this pipehlne had
never before been erntioned to the bank. Nevertheless it
was urgent. Mr. Knapp observed that the ak had financcd
lew pipelines since there seemed to be abundant private
oil money available for such purpose which therefore did
not need IBRD financing.

6. Tie meeLing ended as Smole reported tremendous improvement in the
Railways and steps taken to improve coordination and speed up decisions a5
wel as implementation.

CC: 14é. Ljungh
N. Horsley

GBVotaw: kh



INTERNATfONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATI ON

OFFICE MEMORANDUM
TO: Mr. R. S. McNamara DATE: July 31, 1973

FROM: Gregory B. Vot9%i

SUBJECT: YUGOSLAVIA - Visit of Federal Secretary for Finance Smole,
August 1, 1973

1. Smole, who is equivalent to Minister of Finance in the Federal
Government, will pay a courtesy call on you at 11:15 August 1. He is
here for Fund talks; you have met before on several occasions.

2. IDA Contribution: A major purpose of Smole's visit is to announce
to you the decision of the Yugoslav Government to support the Fourth Re-
plenishment at a level higher than the Third. I have asked Sir Denis to
provide background on this, and he informs me that P & B will brief you
directly. My understanding is that Yugoslavia's three-year contribution
will increase from $4 million to $5 million; I find this token increase
not at all satisfactory, since I believe Yugoslavia should be expected to
increase its percentage share, but I am told that, since this contribution
from a Part II country is entirely voluntary, we should be most grateful.

3. My personal preference would be for a courteous acknowledgement
followed by a firm statement of how important IDA Replenishment is to the
really poor member countries and how significant really generous support
from Yugoslavia could be in persuading parliaments (generally, but es-
pecially the U.S. Congress) to replenish promptly and amply.

4. Lending program: I expect Smole to express satisfaction at progress
we have made in strengthening the pipeline of prospective loans during
the last 9-12 months. There is a good prospect of lending well over
$100 million (probably $140-150 million ) in FY74 (compared to $90.4 million
in FY73, $420 for the five fiscal years '69-'73 and $175 million in the
preceding five years, '64-'68). Moreover, we are already working on a
good batch of projects for FY75/76. Negotiations are scheduled at several
points throughout the year, not bunched in the spring, as in the past. After
many months'delay we received the agreed list of projects for FY76-78/9
from Yugoslavia a few weeks back, are reviewing it within the Bank and
will discuss with Smole and his subordinates, both this week and in Nairobi,
so as to agree on tentative schedules for preparation and appraisal.

5. Overall relations have improved steadily in recent years, and the
Bank's image in Yugoslavia is quite good. Operational difficulties we
experience are caused more by deficiencies inherent in the decentralized
Yugoslav system of administration than by any lack of good will. Our main
problems are:

a) Proposed projects generally lack adequate preparation by Yugo-
slavia and are presented poorly, even when good background in-
formation is available in Yugoslavia; and
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b) Financial plans are particularly weak and firming up
local financing has proved anywhere from time-consuming to
impossible in several important instances.

6. With apparent full support from Smole and his colleagues, the Bank
remains committed to lending primarily in backward regions of Yugoslavia;
our economists believe this emphasis does not impose any significant
penalty in terms of overall national economic growth (a hypothesis which
is currently being restudied). Major reforms have been brought about as
a result of Bank railway lending (new proposal to go to Executive Directors
within a few months). After many fruitless efforts to start a DFC in
Yugoslavia, we think a workable solution has been developed (thanks largely
to Smole in Yugoslavia and Pollan/Horsley here) through major commercial
banks; an initial loan is being appraised, which would provide term
finance for industries in backward areas such as Bosnia, Kosovo, Macedonia
and Montenegro.

7. Visit: Smole will almost certainly invite you and Mrs. McNamara to
visit Yugoslavia again in 1974. Your last visit was October 11-17, 1970.
Another visit would undoubtedly be helpful to our operations and could
encourage useful reforms within Yugoslavia, some of which will be urged in
the Basic Economic Report (of which a draft was sent to Government several
weeks ago for review). However, among my countries I would consider a
visit to Romania and possibly Iran of somewhat higher priority and do
not think Yugoslavia would be offended if you went to Bucharest and not
Belgrade. Generally, Yugoslav officials sympathize with your desire to visit
all member countries once before returning to any, but hope you will make
an exception for them.

8. I plan to join you and Smole for the 11:15 meeting. I expect Popovic
(Smole's aide), Stojiljkovic (from the Embassy) and possibly the Alternate
Executive Director, Mijovic, will be with Smole.

Attachment

cc: J. Burke Knapp
A. Ljungh
W. Wapenhans
E. Kipp

EKBpp/GBVotaw:jw



Annex

SMOLE, Janko - Federal Secretary for Finance:

Mr. Smole has been Federal Secretary for Finance for more than

six years. Prior to that, he was Governor of the National Bank and has

a commercial banking background. Was born in Ljubljana in 1921 and speaks

English. Joined the Peoples Liberation War in 1941 and became a member of

the Communist Party of Yugoslavia (now the League of Communists) in 1944.

After the war he worked as Secretary for Propaganda Activity in the Central

Committee of the Communist Party of Slovenia; Secretary of Coordination

Department in the Government Presidency of the Peoples Republic of Slovenia;

Director of the Institute for Economic Planning in Ljubljana; Secretary of

the Committee for Economic Affairs of the Federal Executive Council;

Deputy Executive Director of the World Bank; and Governor of the Yugoslav

National (Central) Bank. Has been President of the Committee for General

Economic Affairs of the Executive Council of Slovenia since 1962 and

President of the Executive Council of Slovenia since 1965. Is a member of

the Central Committee of the League of Communists of Slovenia and has been

awarded several decorations.

July 31, 1973



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

OFFICE MEMORANDUM
TO: Mr. Robert S. McNamara DATE. July 31, 1973

FROM: John H. Adler, Director, P & B

SUBJECT: Yugoslavia's Contribution to the Fourth Replenishment

1. Sir Denis has asked us to prepare a short note on Yugoslavia's
contribution to the Fourth Replenishment as background for your meeting
with Mr. Smole, the Finance Minister of Yugoslavia.

2. Yugoslavia is one of the original Part 1I members of IDA, and
released the remaining 90% portion of its initial subscription ($3.636
million in 1960 dollars) in convertible form in three instalments beginning
June 30, 1968 -- Ireland, Israel, Jordan and Spain are the only other Part
11 countries that have released the entire 90% portion of their initial
subscription in convertible form.

3. Yugoslavia was one of three Part II countries -- the others
were Ireland and Spain -- that made voluntary contributions to the Third
Replenishment. Yugoslavia contributed $4.04 million in 1960 dollars
(equivalent to $4.87 million in 1973 dollars); this amount represented
0.17% of total contributions to the Third Replenishment.

4. Yugoslavia has been represented at all meetings that have been
held so far in connection with the Fourth Replenishment. At the Washington
meeting, the Yugoslav representative stated that ''Yugoslavia has been giving
active and sympathetic consideration to the question of its support for the
Fourth IDA Replenishment as a Part 11 member." Yesterday, Mr. Smole advised
Sir Denis that Yugoslavia would contribute $5 million to the Fourth Replenishment.
This amount would represent an increase of about 25% over the original level
of Yugoslavia's contribution to the Third Replenishment; it would also mean,
if the total annual level of the Replenishment were $1500 million, that
Yugoslavia's share would ae only 0.11% (as compared with 0.17% of Part I
contributions to the Third Replenishment).

5, Sir Denis feels that in view of Yugoslavia's status as a Part lI
country, its low per capita income ($730 in 1971), and recurring balance of
payments problems experienced in the past, it would be inappropriate to
press for an increase in the proposed level of Yugoslavia's contribution.
Rather, it would be desirable to express appreciation for the support
that Yugoslavia continues to give to the Association, and to indicate the
political importance of this contriSution.

cc. Sir Denis Rickett
Mr. Benjenk/Mr. Votaw

FXColaqo em
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Mera-ra.1iin for the pco-d

YUGOLAVIA - Annual Min g, 1-73: otE of Mr. McNamara' Mee tag with the
Y~oslav Delegation on Septber 2 3

1. Preent: Mr. dSole (Federa` ecrry for Fin:ance) kr. Bogpev (Presi-
idnt, xcutive Council for laceionia), Messrs. Popovic, ijovic, innoy Kan,

---ra, p, Benjek, Vota :, Prk j rhUey

2. Lend ing Prognrm: Mr. Srole xprosrì appreiation for th increae o

in Bak lending in FY73 crmpared with FY72. He looked forar to the
Vo lum of .nd in reachin 1 mr iillion in FY74 and an equi val en t su

in FY75 Over the longer term he hoped to see Bak lend Ing ceocitrated
more in sector. lik e- energy a tra.sprtation and on s ofÄ.I i - ced it
for industry and small-scale agricultuE~. Rsonding to poit In
Mr. pca ma.ra's adress to the overnos , he ointe out t , in Yugos lavia,
the "oci I-ector" provides a struciure f or ha nl ing -redit to -small
farmers. Mr. Bogoev remindd the meet ng tat a line of esdi t for private
formens in Maceon i h 0 already been eotablisd by the FY73 agro- industries

3. Mr. Mcamara paid tribute to th 0fforts of the Yu-o:lav authorities
it had made posible the ii in lending und con fo that there

a12 i st: .fc:ory pipeline oprojecte lor th next two year.

3. Q Oil Fioe1 ine: Mr . Smole~' rporte th t Yss ugosvi hd no 5 rached

agereemens with th roungara ua Czrechosoaka ssks o uve rets on theo con-
struction of an oil pipeline from the Adraic ( ich il 1add 700 km

c sil 5 1 r-~Sl,
o* pipel ine to Y ugoslavis exstng33 km.H sai ta th Hunsga rias
ha agreeod to prsov ie sme finances in cones5rt ie cunr r cie, eithenr as

equ ty o <r aos a loan., The AusOtrian and~ Pohlih -goemenis ere aso i nteresteud
in the project. l'ile detail.s of the firsa cing' lar remaineds t. biewre

out, and woud be made5. av AOl e to the Bask, r. imle s:aid tha he would
welcome ran eal <indricatio ss'ether or not the B1kwe l b prepard. in

principl 1 i r spto participat infinann thes pieline, snce 9 wihe Bak

articipation it wouldO be ver dific0 lt or Yuoslvi to raise susfficient

uni fro Wster ous n iIrs I

11.5.r. 5.1amara reine thede itio o the ~ Bk' postion al

lende of5 - rst. It was his unrosrdng th there wasnormallsy
nor. sora of prvte Pinance fr oisl piiners. Howeve 0e5 stte

that subjec mt to hen *aisie tha Y[ugolai. ad dvel 1 a .sound

natio nal program or he utiiz em of its energ1 y reusoirce and r tht

fuolvi a unabl .o r 2c al t. fina'ce nece1ary for the 1ipeline
from othe o rs, the Badt -ud 0b .repred to 0 , *der particpating
Mr . scaaaaddthth oe odeemn cl wh1hor2no full

n lov-,ot~<

.r. Sma. o-f the Bank's decisin, in prnciple, to etscipate 'in to

financin hfore. the 1eek . s ou..



Yugivia (Armuil ttinp - 73) -2

5. Stud. of Cai: ±' aetl n iugosia: Mr. Smule 2aid tht the
initial p : ropo o he ' wrking "a rty, ret up ith IFC's help, tould be
available s o rtly

6. Expo"t Gred it Guarates: I' resonsef to auet n fvroms Mr. Smole,
Mr. Mc2:amara mentioned 'that, folo ng0 a r eqtuest 'r< m the Israel1i
aut}horiti±s, a ypap er onhe robloms o undertitin developing contries'

export credit ac li tier ha bee drafted but cotid need oi s rable more
work bekre bein, 'ead for Board iiscussi.on laser in t finarcil

7. ViittoYuoslavia: Nr. SmVli reiterate his earli er invitati on
to Mr, Mliamara to vi si t ptgsavia. Mr. McNamara mentioned that e ha en

invited to viil Romania arnd, olthough n time had been :et, h would ln
to Visit Yugoslavia on the same tolp,

cc: Messrs. MNeamara, Knapp, Ljungh, Bonjenk, Gili, Votaw, Wapenhans, åe
Jnda Horslo

Cieared: G. t. av

JChaffey: jw
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INTERNATIONAL DEVELOPMENT INTERNArIONAL BANK FOR I INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Robert S. McNamara DATE: March 5, 1974

TROUGH: Mr. J. Burke Knapp, Senior Vice President, Operations
FROM: Willi A. Wapenhans, Acting RVP, EN,EMA Region

SUBJECT: YUGOSLAVIA: Visit of Yugoslav Ambassador

1. His Excellency Toma Granfil, Ambassador of the Socialist Federal
Republic of Yugoslavia, will be visiting you at 5:6 p.m. today. (Curri-
culum Vitae is attached as Annex 1).

2. Purpose of Visit: We understand that the purpose of the visit
is to discuss the proposals for a special fund to channel surplus funds
from oil-producing countries to the less-developed countries. It would
appear to cover the same ground as Mr. Knapp's meeting with the Ambassador
on February 28, 197ho No new developments in Yugoslavia appear to have
taken place since then. A copy of Mr. Knapp's memorandum on the meeting
is attached as Annex 2,

3. Proposed2 Bank lending over the next five years (FY75-79), as
established in the Five-Year Program, totals $900 million. It is expected
to increase from $170 million in FY75 to $200 million in FY79. (Attach-
ment 1 of the draft CPP is attached as Annex 3).

4. The proposed lending would result in gross disbursements
totalling about $648 million over the same period. They would increase
from $93 million in FY75 to $154 million in FY79. The net transfer would
increase from $39 million in FY75 to $46 million in FY79. (Details
are shown on page 2 of Annex 3).

5. Ener4y_Situation: The impact of the recent events in the
international oil sector on the Yugoslav economy is explained in the
attached memorandum (Annex 4). The overall effect is likely to remain
manageable because most energy (77 percent on a calorific basis) is
provided by domestic resources. In spite of the relatively low dependence
on imported oil, oil price increases are bound to affect the balance of
payments. Oil imports in 1973 amounted to an estimated $226 million,
or 5.3 percent of merchandise imports. For 1974, incremental oil import
payments may tentatively be estimated at $225 million at $60 per metric
ton ($6 per barrel); this would be 4.0 percent of imports. There was
already little prospect for a substantial current account surplus in
1974 at previous oil prices: the incremental oil import payments will
therefore probably create a current account deficit, or add to it.

6. The indirect consequences of the energy problem for Yugoslavia
are unclear at this stage. On the positive side, the fact that factories
and thermal power plants still largely use coal should improve the
country's international competitive position. On the other hand, job
opportunities for Yugoslavs working abroad would diminish if economic
growth in Western Europe would slow down. Returning migrant workers would
exacerbate the unemployment and housing problems and workers' remittances,
which have played a dynamic role in the economy might suffer. Moreover,
a stagnation in the economic activity abroad might reduce the country's
export possibilities. The rise in the cost of automobile and air
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transportation may unfavorably influence tourism, although it is also
conceivable that the country would attract tourists who would otherwise
have gone to more distant destinations, and that the tourist sector
would gain on balance.

7. Financial assistance of about $90 million from Kuwait is
expected for the proposed oil pipeline project. A Yugoslav delegation,
wiich recently visited the Bank for discussions of the project, indicated
that the terms and conditions of the credit were not yet finalized. The
credit could be provided as suppliers' credit for pipes, as a financial
credit or in the form of crude oil supply, or any combination thereof.
The maturity is expected to be 13 years including a 3-year grace period;
the interest rate has not yet been specified. Kuwait reportedly would
rely on the Bank's appraisal of the project to make its final decision.

Attachments

Feidhues/11j
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Files Mav 0 , 1074

W. A. ,7aT-,en«iians

.Visit of the YLAISIýUIýYJýassndcr

1- On Yýiv 7 at 5.30 pm ýlis Fx(--c-llencv Toma Granfil, thx AM,ý,assaJor
nf YugosInvia, called on Mr. "c`ýýamara to exten(1 a fnrmal tnvitntlc>n of

7overr.meiit for -,r. ýIcNamära to vislt Yuposlavia. As ý,road topies
for discusRfc", tbe. Ambassador nusýccstpýl,

H the wort, on tI-e energ- v situ2tfon and related
7iroý,lems, am] more -,pecifically Vic re8ttlt9 of the
UY SnecIal. lneltiýing ltq posqll-le st-gnifl-~
cAncc for the Banl 's work-, an(ý

(b) relations of Yugoý;lavl-a w-tth the Pank and its future

orerations j-n the coimtry in, vlew of tkip el-,angp-s
uncler way and the del,Jberations of Cie narty cori-
grens.

T-ý elehoratfng on the latter tTýe ArJýassaJor exnresgé--d Hs
satiqfaction with tbc- cxisti--n relations and wltlý the results of
Cie current fignal vear, as evidenced by lanns alreacýy. approved and
negotfated.

In re--;TNonse, Mr. IICJamara tbané-,pcl th,- ämbnqsaclor for tlie
invitation of bis Cýoverninent. Ifow4-ver, lie fplt Ciat becatige of ur-
gent comiftmcnt,ý lasting T,7e11 bevon(1 tbn Annual 'ieeting, ko could
not vet fnrmally undertake to visit Yunoqlnvii 1n the near future.
Tlierp- a general discussion on the nped for re..,3otirce trarsfers,
boti-t by the Rank mid oChers, to alleviate tbe 'Snlancc of ravment 1-mr-
den resulting for many developing countries fror recent, oll price
increases, The relationsbip hetween t7,.e spectil program of C,e LIýj,
embodled in t'hp rpsolution of tbo TT Specýa] AssenTly, and the Bank
was also bricfly toucl.ed unon.

cc- 1-tr.
Yr . lýen i enk
Yr. VOtaw (olr)
Mr. ilorsipy (olr)

ýý'AWapcnlians;rs
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'JERNATIONAL DEVELOPMENT INTERNATIONAL HAN,, F 2R INTERNATIONAL FINAW-E
ASSOCIATIO RECONSTRuCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: MenorandLun for the necord DATE. June 18, 1974

FROM: J. Chaffey Y

SUBJECT: YLJWSLAVIA: of Mr. Lc'JpjjiarýIs l,leet'-jT
ýr. Plor. cilo

1,or Finance June 14, 1974

Vr. Cemovie, the new Perj-rýý_1 Se-ýý-t,=ý, for lvjr;-jnce, w'nn was in
Washiný,tön for the Conwdttee oj-7 11ýwenty meptiiýý-s" ri-iid a court-23,,,?- -,all on

TMr. o-n Fridn_y, June 14. He was accoýID-riied by His 11,ýcellency
the AmbEssadc,-- tc tii? United States, Mr. _Rinnooy

Mr. Executive Director) and
t-t-ýr. G-'4affey. was also pr,,ýs-nt.

2. i-r. Cenovic than]ked Mr. ieNamar.uý for receiving ÄLn and expressed
hi,s gov,2i-uieýitls appreciatiec. uf the coupé-,aýj_mp that had bee,j develer),-d
betWfý-_n and tbe Eýlnk. Mr. Ec`iýýwn.-ci snid that he wa,,7 to
welrryme thký new 7ederal Secreitary, whom tie had net in Yugoslnvý_a Crin,- ýLS
visit tliera four years a7o_. tej the Bank. kle also viewed ;,,it,li Satisfa,ýtioin
the C1,ýývf-Inprne-lt oý the relat-Loýýs,ý,'n with Yugoslavia and h- looked forward to
-in in th- volume of lencling over t11p, next five

Iwä2 IV
V-r. Cemovic made a special plea for the 'ailw,ýÄys IV jproject to be

rrcsm,t,Krýd to the before the end of FY74- ýýe, saý d tl-iat ever-y effort
1--,d bee-i made ir Y,,iý-osla-.da to maJkg tirýs loan rgss:Lble the current

vear,, le. replied tiiat it was jn-Irely a procedural qu-stJ_cyr
the loan w-D-s preseented lata in June or early in July. He ass-ured

the thati in any event, the loan would be m,_,,,de at the
preva,ýlin,-- rate of 7-1/4 rercent and tInat, since t_ne pre.--,aration of
the project h,-id bnen cormleted in F'Y74, it would count as ax, FT?4 project
regardless of w'-- it was presented.

Oil Pi12eIine
On the projposed oil pipolj-re rn)jfý,ct, Rr. r,-r,,indrýd th,ý

FederRI Seeretary that ha had ad-ýý5ed iTr. dur*~ ýýoetl
las' that bank support for the ýýroject w-_ýs ý,crUi t! vi,-ý1 tý~
YugosInv authorf.ties preparing a nati,onal program for the ubýlization of
the nationls resources. TYie Yed_-ral Secretary exprej;s-d his appre,_-ia-
tion of Bank sup-Xrt for this -projec'k",. ile said that the 'Lu,,cýslav authoý--i-
ties had recently reached agreement, with the Kuwaiti Govc=nýnt with resn,ýcb
to secuit.ng a part of the financing for the proj-et.

Invitation to Visit
The Ycd,ýý-_äl conclud,?-1 the meetin.- b-y an

invitation to YL-. to visit ujcsl-ýria. Mr,, ---nk ed the
F,ýderal Secretary fci, t11. kind invitation and said that, (tie, to ether comit-

he was ne-,- Etblflý at this juncture to say when he wcilid visit Yugoslavia

with 17 LJ L-'icc: . ý 2 liljenk (nli,), Baru, Vot taw, Wapenhans, ýbatt,
',jýcles aýid Horsle,ý



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTEFNATIONAL FINANCE
ASSOCIATION RECONSTRUCTiON AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: r. Robert S. McNamara, President DATE: June 14, 1974

FROM: Mhnir P. Benjenk, RIP, EMN J

SUBJECT: YUGOSLAVIA: Your Meeting with Mr. Momcilo Cemovic,
Federal Secretary for Finance

1. Mr. Momcilo Cemovic, who took over as Federal Secretary for
Finance from Mr. Smole at the end of May, and who is in Washington for
the Committee of Twenty meetings, will be calling on you at 6:30 p.m.
today. He will be accompanied by His Excellency Toma Granfil, the
Yugoslav 1Abassador to the United States. I have asked Mr. Chaffey,
Senior Loan Officer for Yugoslavia, to attend the meeting on my behalf.

2. I attach a copy of the briefing note prepared for a meeting I
had with Mr. Cevovic earlier this week and a copy of the note of that
meeting. Although Mr. Cemovic has asked to see you primarily as a matter

of courtesy, I would emphasize two points.

3. The first is that, at the end of May, there took place in Yugoslavia
what we could call a change of government. Mr. Smole, who has served the
maxiLun period of two terms (each of four years) as Federal Secretary for
Finance, remains on the Federal Executive Council with special responsibility
for Yugoslavia's relations with the European Economic Committee. Mr. Cemovic
is probably anxious to take this opportunity, the first since his accession,
to assure you that the good relations with the Bank will be maintained. I
iagine he would also like to feel that he will inherit the welcome Mr.
&nole always enjoyed in the Bank.

4. Secondly there is a question of whether the Railways IV project
will be presented in fiscal 74 or early in July (see paragraph 3 of the
briefing note and paragraphs 3 and 4 of the note of meeting). Mr. Cemovic

will press for an assurance that the Railways IV project will be presented
during the current financial year.

5,,I understand Mr. Cemovic is catching a plane later this evening
so I believe the meeting need last no more than ten minutes or so.

Attachments

cleared with and cc: Mr. Votaw
cc: Mr. Wapenhans

JChaffey/dl



INTERNATIONAL DEVELOPMENT INTFRNATIONAL DA0 FOR I INLrATFoA I I'A F
ASSOCIATION RECONSTUCITI rN AND DCVELOPIENT LCRPO ATION

OFFICE MEMORANDUM
TO: Files DATE: June 11, 1974

FROM: J. Chaffey, Acting Chief, EMDC <

SUBJECT. YUGOSLAVIA: Note of Mr. Benjenk's Meeting with Momcilo Cemovic,
Federal Secretary for Finance

1. Mr. Cemovic, the now Yugoslav Federal Secretary for Rinance, who
is in Wshington for the Conmittee of Twenty meetinrs, called on Mr. Bnjenk
on June 11. Mr. Ceovic was accompanied by Yr. Popcoic, istant Federal
Secretary for Finance, Nr0 1ijovic, Altern&te Kracutive Direcr, Er. Ackovki,
Economic Counsellor of the Yugosl-r Fvbassy and Mrs. Jankovic, Federal
Secretariat for Finance. Mr. Ciaffey was also present.

2. Mr. Cxmovic stated he was familiar with the Bank's activities in
Yugoslavia. He had met with Mr. 11chna.a and Mr. Rwjank during their
visit to Yugoslavia in October 1970. Mr. Canovic e-ressed hi3 stisfaction
with the excellent relationship which had been estabished between Yuaoslavia
and the Bank.

Inding Program:
3. hr. Camorie expressed his appreciation for the amount of lending
approved thus far during the current fiscal year. 1/ He was particularlv
pleased with the industrial credit projects, the firt of their kind that
the Bank had mounted in Yugoslavia. 1r. Gemovic addd that he would like
to be acsured that the Railways IV project would be presented to the Board
before the end of this month, since it had already been assumed in Yugoslavia
that this would be the case,

Ii. Mr. Benjenk replied that it was purely a procedural question whether
the railway loan would be presented during the last week of June or the first
week in July. A decision would be taken by Mr. Mcilmara probably before
the end of this week. Mr. Benjonk assured the Federal Secretary that, in
any event, the loan would be presented no later than the first week of July
before the Board considered a proposal to increase the Bank's lending rate.

5. The Federal Secretary briefly surveyed some of the projects of
particular interest to the Yugoslav authorities for the fortheoring financial
year and immediately thereafter. In his inventory he listed all the projects
currently in the Operations Program for PY75 together with the Jaz and
Morava projects. Mr. Benjenk assured the Minister that all the necessary
steps were being taken to implement the FY75 lending program and for process-
ing the Morava project in FY76.

6. On the Jaz project, Mr. Benjenk said that the Bank's experience
with tourism projects in Yugoslavia had thus far been disappointing and the
Bank was inclined to the view that the Yugoslav authorities and the Bank
should concentrate more on those sectors where their joint efforts had been

1/ Six loans totalling $128 million
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more effective. However, in response to a recent appeal from Mr. Sole
and others, the Bank had undertaken to reconsidr whether to prooced with
the Jaz project. The Federal Secretary, whio coes from Montenegro,
commented that the tourism sector played an important part in the contribution
of "invrisibles" to the nation's balance of payments. Recent data on over-
night stays durng the current year showed a 12 percent increase over last
year despite the gloo-y forocasts that the energy crisis night afect the
Yugoslav' s tourist trade. The Federal Exexutive Council had recontly renewed
its interest in promoting seleeted tourism projects, most noticeably Babin
Kuk, Bernardin and Jaz.

Enerr'y Sector &irovy:
7. Nr~. rjek reninded the Federal Seceitary that, during the Annual
Meetings last yoar, Mr. McNaara hud pointed out to Nr. Smole that Bank
participation in the oil pipeline and other energy setor projeets was
condätiona3 upon the Yugoslav authoritios preparing a comprehensivo plan
for the utili,ation of the nation's ecrgy resources. Mr. B?njenk addd
that work was proceeding on both the il nipeline and power projeets for
fiscal ycar 75. However it was inportant that these loans be appraised
against the framework of a national energy plan. Mr. Benjenk therefore
reminded the Federal Secretary that it would be most useful if the Yugoslav
authorities could fonnally communicate to the Bank details of the policy
measures being; taken in the sector.

Disburne onats:
5. Mr. Benjenk pointed out to the Federal Secretary that, during the
recent Board presentation of the Industrial Credit projects, a question had
been asked about the high level of undisbursed loans (currently over $00
million). Nr. Benjenk urged the Federal Seretary to do all in his power
to ensure that the rate of disbursements picked up during the coming months.

Meetins with Mr. lmara:
9. The neeting closed without any reference being made to the Federal
Secretary' s original request to pay a courtesy call upon Mr. McNamara.

cleared with and cc: Mr. Benjenk
cc: Messrs. Tolbert, Votaw, Wapenhans, Wyatt and Horsley

JChaffey/dl
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OFFlCE P/MCI) 'UIM
TO: Mr. Munir P1. Benjink DATE: inie 11, 1974

FýOM: Grceory B. Votaw2//

v1ECT: YUGOCLAVäA : M'eting with Mr. CCm;ovic

1. Mr. Momcilo Cemovic, the new Federal SMeetary for Finbnce, i;
currently in lashington for the C- ittee of mty 1Meting. ihroughi
Mr. Popovie who is accompanying hir, hn has jned for an opportunity to
call on Mr. Mcafara. At your mneing with Wr. Ceovic t 3:00 p.m.
today, I imri gr K will b acccTItpd d by :o . Milovie rnd Popovi c.
Mr. Chaffey vill be in attendance.

2. Mr . Cer,ovie took over fro Ur. krO2 1n tty 31. 1974. He 1s
been on the IleAr A Ecutive Council Var th pat thrre years servirj
Chtair an of 1 ½'n rslle CLMi1' 1or the 1on::try y . Previvusly

he van, fr sm yars C-ira Arnan of t Inven ian in Titograd. b
vas born. in . .tn I:;, s Dru an ec=na c0ernorn s:0 little
English. I hav mt Ce,vic only once, brinfly, with no ch:tre for sub-
stantivo c"icuion. lrsr Porsley L1l1 i . ve AS alSo) På such a -eing;
but Cmonie is nt this stage clearly not an 1old Wriend of the Baån

3. 1 believe Mr. Cemovic wishes to call nn lri. McN1en,r primmly ns
SrattP r of courtesy during this hri first viaft to the iited Stat ~ as

Federal Gecrtary. But, prompted by lr. Pop. 0 c, I har no doubt l vill
t20 the oppoat it y to erfss his Sankr. der tsr inocrernad tolu:n f
lendå;i the lonk hWs crnitnted tu Yugorlavfr ths yer and to ue iött
the Railwys IV project should be preente to,L tho BoIr bfe c t -nd
of this roth. You sill recell that, carlier ts yer, s:e bro'gh oi
siderable, pre'sre to bear on the ugnslav anuthorities, thruugh vaxrou
channelr;; in.cluig AmAssador Granil, proLptly to tLake the ncesary st2ps
with repect to chRngrj in the raitas' tariff structurs, so that projca-
tion of the projeet could bo covplted in ti1s financial year.

4. 1 have no other inkling about what the Minister may wish to say.
Attached is a short briefing note on soma of the points that way core up
during your discussion.

Attachment

cc: Mr. Wapenlians

JChatfcy/GLVota" : jw
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Maetinr JUth Mr. Cenovic

B3rinfin ot
ctr

Lending: Prom: m

1. Six 1ODns hav beern pproœd to date in Y74 total 2ng $128 rillion.
If RailwayIV i apvd in t-74 the tovill m rise to $221 million. If

Raiir yr IV is postpo1ed to 1f75, lhe ing program for YY75 'oulo total
$24 8 millionv (si loa ),afurwhc yir ewhnnltonsW, a 'c't c -jL E1 v1n1 cm nSa-2ian i-r
properl1y a1l) fo 1 E projIct 'ppail1 Total landing of $903miillion Å i pl 1 \or /Y74-1 cope to $:9.0 cillioni [or 1Y69-73. Thec
annual lendi 2 rt, s cxpeced to rivc from cn Lverage lvel of about $150
million i 1Y to $250 milIon in 1979.

Status of 1rmssinl of FY75 J-olF

2. ArrriuJl r U t 1 (50 mil lion) is sceduled for apprasal in
Septe:ber; t or C 5nt' o prCkp !ra tion repo t unts pre-i sed for rid-June

end is tbu expected hotly. Issuts may bi e 1 cllocti n o C f lon proceeds
hetueen rCI lns and3 1 beeen state~ avd 1privalo fzr-s; this andCI sucei

agr iculturci evaddit p oj cc-ts art: princIl elements of lnk s tratcgy to giva
special evyrsis to tie deveprcnt of the private agricultural sector.

3. A, $30 million loan for corstruction of an oiLL ine and räarine
terminal i; schduldi l r appraisal in October 1974. iea iCasibility report,
being prepored by 1VJ/ :crgonvest/1:nftrgas, vas to be rent to the Bank on
May 31, bur ha: noL yet been rencived. Yugoslavia has already arranged
very substÅntial comple:ntary financing, oi notably from Kuwait and
East European boneficiaries.

4. Preparation of remaininé FY75 projects is well on schedule:

a) Negotiations for Dubrovik nfrastructure (expansion of water
supply and sewerage) and larbor Bar expansion are scheduled
for August 1974;

b) The appraisal rission for Sarajevo Pollution Control is in the
field;

c) An identification mission for Hig.w:s VII visited Yugoslavia
in May and appraisal is scheduled for October;

d) A pre-appraisal mission for Power Generation I is in the field.
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Energy CrWis

.5. Since Yugoslavla utete two-thirds of her energy requirements fror
her own resources and has other raw corials 'nd industrl] cepacity v chill benef ifrom inereakfl export pr the i - e f
in oi prJ-ice, is jtiated. e main problem for Yu;onlavalth
baLle. 0 Cpavr, l air týcný,jalneo, dIc el anynmy hvO gne into del Jlt in l97 ftertWo years in s;rplus, wil i- worse. Incre:-ntl oil p- etc are e 1
to total about 0 milio in 1974. (3 ol j ents i 1 jaou Q
Vlilli, l lceivalen t to 12 pereint- of total jiorS

Elner;'v Seetor Lev Ge

6. Du ri ttin n iil13 ohli:- t c ycar Mr. cn ra tell r.
nton a p ci pa i 1 i n the Oil p ille U n e- che :on] d e-pCct tne lre o

deve-n 1 p 'nu of the eo-i-vefly'y 
-oue , X lrasv1ix an" -.con.c ,h vkýj v jyjL th,contr-nets ith te Yt t1 dhuitpita , 17e ue

a Ban m os- 1 an to rex' ;-e- r,
tack wsould te o pull h]

1Yk 1:-' ito ta thc opportu.y to n Lk the 1cder 1 -erart sures are currenly b taeg t 51 1 en iian po to t !c'c1nergy er.is

Fou r th R i cr'r Tn t

7. Yugosti cvi h'-S notified the 1n tit it i11 contribute 75 1ilton4nars ($. m i i n t cte Fourthi 1-- realeni - 1 in The Bank pl_L toask nuoslavia for an a d%a iicc-e onributei , and te staff 5-ll be in touwith the ½:ecutive Director on this watter.

Visit of Mr. MCNaTara

8. As you know the invitation for Mr. McNaera to visit YUgoslaviahas recently been reactivated and rejected. Te new Federal. Seretarreiterate the invitation, since.the new Covernmen t is anxious to meet rNeinaara ind r Lueves will be in the area for the U.N. Population C erencein, Buchalrest this Aug,ust.

Re-giona Studios

9. You may wish to inform the Federal Secretary that we are proposingto Iaunch a third in the series of studios of the lr,s-develped reoionsMr. Schrenk is scheduled to take a team to in tho fall providled
'that this is acceptable to the authoi-ies concerned. You ray eick to remindthe Federal Secretary that we have not yet received any recetion to the Kosovoreport. A surmary version in Serbo-Croatian is being prepared.

Future Prosram

10. In June 1973 the Federal Covernment sent the Bank a list of soe 40projects. Of these about one--third (iostly infras-tructure) have already been
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included in 1hR Operations P(tourisri
prONUcts, for,ut reads, indusiril ind 1iiut l oProfet: of dubiou;

viv ility and run utble for Bak kfin ing), V ecii ar pendin
wilin the ik n the rest These:l d evera Lgricul tuel proerLc .projcets whose evaluntiv univs th outcul of uL study being ;=de un%r th

Bn's first loan for aro-industry (Lon 034 of 1973).

11. ESxec c nn a d ACC Imlis, iæ havr not oZjcially iniormed the
Yugo:lavs hich projec v eannot £i'nucu. ^ orelny us lo have ie
thn rouads eLir t y:r buL res pr 'ct V5 irIPR ' dL Les.You muy Cnre i 1 Ør '(301 52elevnry i 'L Vr2 c2 t-u e
thal un : tL is u ti 10f bIn: priity prjet thu
cannot fin) Lhe rN co,eviud wu b e ancoure bd to
serek finnncei i

12. DO o tle p rm .1evnLih V; i w I touri ro ccict.

-ow up5rnl ýzoe h Yýslav rukoiteýiam pL( iu L nirong'y r:nrettvci:s)iLob

Ie intion &Av d tai wl; be'vp ' rR IM iur, Mr. ' enic e ,fJn|n MentC

JChaffey/Cn' e j
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',7 1 f)NAL DE V I T INTERN AT IONA I F N T E R N A T 10 P 4 A L I` I NA N C E
ASSOCIATION RECONSTRUCTtON AND 1, :LCPMENT CORPORATION

K 1171%umOFFICE MEMORAINU
TO, Memorandum for the Record DATE: October 22, 1974

FROW Norman Horsle-, -,,,ILIDC

SUE3.JF(_-T: Meeting of Yuzg oslav Secretary for Finance
with Mr. NcFariara - Annual HeetLE,, 1974

1. Mr. Momcilo Cemovic, Federal Sec;retary for Finance and Governor
in the Bankfbr Yugoslavia., met with Ir. McNamara at the 3heraton Park Hotel
on October 2. Mr. Cemovic was accompanied by Mr. Toma Gr,,LnfJ1, Aribasoador
to the United States, Mr. Branislav Colanovic, Governor of the National
Bank and Governor in the 11 'und., Lr. Gavra Popovic, Assistcuit Federal
Secretary for Finance and _lternate Governor in the Bank., Mr. Alfred Ri-nnooy
Kan, Executive Director and Mr. Branko '.,Ljovicj Alternate Executive Director
Messrs. Knapp, Benienk, Paijmans and Horsley attended the meeting.

2. After an exchange of greetings at the beginning of what he
described as a courtesy visit, Mr. Cemovic, said tiiat Mr. McNamara's speech
at the nn-aal Meeting had expressed views on assistmce to the developing
countries that were identical with Yugoslavia's. In keeping with the*e
views, Yugoslavia looked forward to continuing support from the Bank. On
the previous day he had had extensive diocussions with the Bank's represen-
tatives on future lending to Yugoslavia. His Govenpaent wished to have
further discu isions with the Bank in Belgrade2 so that agreement could be
reached on a program of lending in preparation for Yugoslavia4a next Five-
Year Development 21an (1976-80). Mir. Gemovio said that he had been success-
ful in persuading Messrs. Benjenk and Paijmans to visit Yugoslavia for this
purpose during the first half of 1975; their visit would, of course., be in
addition to the visit to be made by Mr. McNamara!

3. Mr. Cemovic noted that Yugoslavia expected a balance of payments
deficit of $700-1,000 miUion in 1974, largely as a consequence of the
increased cost of oil. The principal objective of development policy now
was to invest as much -13 possible in alternative sources of energy. Other
priority sectors, in which Bank assistance was also sought, were infrastruc-
ture, a Zriculture and tourism. Having observed that it had taken a long
time to get Yugoslavia over the hurdle of $200 million a year of Bank
lending, %1r. Cemovic. suggested that it should be much easier to overcome
the million hurdle. -Mr. T`TcNan ara responded that the problem would be
to sustain Bank lending to Yugoslavio at a level of "P200 million a year.
The present sliortage of capital for development resulted in growing pressures
to ensure that such capital would go where it could be quickly utilized.
In the case of Yugoslaviaj he had difficulty in explaining to the Executive
Directora why projects moved so slowly. Whjle recognizing the problems that
arose from Yugoslavia's decentralized political and economic system he
urged that measures be taken to accelerate the effectiveness and disburoement
of loans. Mr. Cemovic gave assurances that such measures would be
effectively applied.



Memorandum for the Record - 2 - October 22, 197M

4. Mr. Cemovic raised the question of Yugoalav representation on
the staff of the Bank, noting that there were still only four or five staff
members after more than twenty years of cooperation. Mr. McNamara replied
that the Bank wanted more Yugoslavs, but that there had been difficulties
in setting up an effective mechanism for recruitment. He assured
Mr. Cemovic that there was no ideological barrier to Yugoslav recruitment,
and said that he would discuss the matter with Messrs. Benjeank, Chadenet
and Clarke shortly.

NHorsley/1lj

Cleared with and cc: Mr. Paijmans

cc: Mesrs. Ljungh, Knapp, Benjenk, Chadenet, Clarke,
'dapenhans, Haynes, Pollan, Wyatt, Snoy

Miss Han



31, 97LV en rthe Federl ve
mnunr the new constitution was

instalId. During the previouŽs tree
years he was a merber of the Federal
Executive Council and Cairan of the
Interrepublican Comittee for the Mone-
tary System, which coordinated domestic
monetary policy. Prior to that, he was
the General Maker of Investiciona
Bankt Tigrad. lhe was born r.n
Moterofl~ and educated in econoinics
at BEtlrade Uni':mrsity. Fe has bad
li Ed intcrnatizoral responsibilities
until now. He visited the Bank and
had a brief meeting with Mr. McNamara
in June 1974 (during the I2F Gr=-Lttee
of wenty meeting).

Gavr3 Ponovic (B) Responsible for extenal econornic rela-
tions in the FeJ-ra Secrefaria for
Firar-ce and is the :ankts princa
contz.ct i Yur:sl::'. Fe w': fcrrzy
the Economic Counsior at the Yu;osiav

rb;ssr in :asiir-en and is iel- krown
in the Bank. He speaks flunt Englis.
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INTERNATIONAI- DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCEASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: For the Record DATE: March 21, 1975

FROM: Martijn J.W.M. Paijmans .?

SUBJECT- YUGOSLAVIA - Mr. McNTamarafs Meeting with the Prime Minister

1. On March 19 Mr. McNamara met with E.E. Dzemal Bijedic,
President of the Federal Exer-utive Council of the Socialist Federal
Republic of Yugoslavia, at Blair House. H.E. Tama Granfil, Ambassador
of Yugoslavia, H.E. Janko Smole, Member of the Federal Executive Council,
Mr. Miodrag Stojiljovic, Assistant Federal Secretary for Finance, and
T were present.

2. The Prime Minister expressed satisfaction with the Bank's
activities in Yugoslavia. He said that while Yugoslavia could no longer
be considered a poor country, it certainly was still a developing
country which counted on the Lank's continuing assistance. Being a
developing country, the government recognized that several mistakes had
been made in the investment field but great efforts had been and were
being made to correct these mistakes and to avoid new ones. A basic
Five Year Development Plan was being elaborated and it had been decided
that emphasis would be on the development of ener,-y, the ferrous metal
industry, food production, chemical industries and transportation.

3. Mr. 'McNamara expressed his support for the priorities established
by the government and indicated that the Bank was anxious to listen to
what the government wanted it to do in Yugoslavia. He also said that,
although there had been more recently some improvement, there still were
very clear problems with the utilization of funds for projects approved
by the Bank. He explained that on various occasions the Board of
Directors of the Bank had questioned the need for authorizing new loans
when previously allocated funds had not yet been used.

4. The Prime Minister recognized with pleasure that improvement
had taken place and said that great efforts were being made to improve
further the Yugoslav perfornance in this respect and he acknowledged
this matter to be of great importance. He said that a review was in
process to see the degree of utilization of funds by various enterprises
and entities which had benefitted from Bank financing. The units that
had a notably bad performance in this respect would not be allowed to
borrow again from the World Bank.

5. The Prime Minister mentioned the importance that his government
attaches to the oil pipeline project on which the Bank is now working.
A number of countries had promised support in this project (Libya $70 million,
Kuwait $130 million, Hungary and possibly Czechoslovakia). Mr. Smole
expressed hope that the Bank might be able to finance $50 million
(note: the current lending program envisages $30 million).



For the Record - 2 - March 21, 1975

6. The Prime Minister and Mr. !MTNamara exchanged views about
the role of the Bank in the development field. The Prime Minister
attached the greatest importance to this role and indicated that his
government was strongly in favor of the thrust of the Bank's activities
and would give the Bank all possible support.

cc: Messrs. Knapp
Burmester
Bart, Acting Vice President, E=EA
Wapenhans
Horsley

MPaijmans:gg/sap
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IFkFMVEMO ANDUM
Er. obelt . Kronora, Presiden DATE: March 17, ISl75TH-IRO : Mr. J. Burke Knapp, SIP, Operati
Maurice Bart, Acting -3P, EMN

YUGSLAVlA Your Meting wSh Mtr. Dzemal Bijedie, Pripe Minister

1. Mr. Dzer t Bijedie, President of the Federal :xecutive Council
(FEC) of Yugoslavia, (i.e. 0rze i in ster), wi] n eet with you on March 1
at 4:4 p.m. in Bli r House. Mr. Bijedic will be tecoJpanied by Iiis
Excellency Tona Granfil, the Yugos]. Arbassador to the United States,
Mr. Janko Smole, a rersber of the FFC and forierly both Federal Secretary
for nance and Governor for Yugoslavia and Mr. Miodrag Stojiljkovie,
Assistant Oederl Secretary for Finance and Alter ate Governor for Yugosavia.
kr. Lazar Mojsov, Deputy Federal Secretary for Foreign Affairs, who is a
yerber of Mr. Bijedicls party is not expected to attend the meeting. Brief
biographies are attached (Annex I).

Background
2.~ M,r. Bijedic arrives in Washington on the evenirg of Earch 18.
lås visit is the result of a long-standing invitation from the U.S. Governmnent,
renewed by Secretary Kissinger last fall. It is probably a prelude to a
visit by President Ford to Yugoslavia and adjacent countries later this
year. It will be a working rather than a state visit, concentrated on
econcrtu and political discussions with the U.S. Governrment. The Prime

nfi ster will ]unch with President Ford, dine with Secretary Kissirger (if
in Washington) and neet with the senior officias of the State and Corinerce
Departnents, EX]0 Bank and OPIC, and also with Mr. Witteveen. After two
days in Washington, Tr. Bijedic will spend a day in New York, Heting with
Secretary-General Wa]dheti of the United Nations and Anerican bankers and
businessrien. He leaves lew York on the evening of March 22. Whilst in
Washirgton, Mr. Sr.ole is expected to have discussions with State Departnert
on interrmtiona] issues or which Yugosavia and the U.SS do not see eye to
eye.

Patters to be Raised by Yr. McNhunara
3. Ynere are no issues of substance concernini relations between
7ugos]avia and the Bak that you oeed to raise with the Prmre Minister.
You nay, however, wish to express once tore your tharks for Yugoslai000
strong support of the Bank s progr=ts and policies in such for= as the
Develowent C oittee and 1-2. This was the Pain thene of är. Benjenk's
ieeting with Mrc Bjedic in Belgrade last November. ou rej also wish to

offer your persondA congratuitions to kr. Stojiljkovis on his recer t
;ppoir tyent as 13 ternate Goverenor (see Annex II).

atters to be -ised by the Prre Vinister
7. We expect th1t 7r. tjedc w ish to discuss three topies with
you:

(a) BEno vuoslav cooperation: Mr. Bijedi wi]l probably give you a
Yugoslav viC of cooperation betweer his country and the Bank.
Be can be expected to express his courSy's satisfaction with,
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iid tpanscAir fsc a =11 SA rsa,c to gmrålva in thC P'st,
ad vay stresn the i port:nie to his country of ita contiuipg

sVOtus i the ak: 1s a developin country. we y sho spertLi1
pprec Icis for the :ork on bot. si des that has led to : reason-

:b03 · ir Urogra of lrs for the nxt five years or sore, r
-tuti C1 thAt the 0uosV '1 r-etd ' p: ri i rI usefu¯: and
hetpfui, and E great Inprcmver.t on ye1r by yPar :me-arring.
in the conte:t of the nphasi s gi vr bl bot. yugosavia a te
Bnk to helping the less-develcped regions of the :ederation,
Mr. ijedie rYrt taoe the opportuinty to repeat the hope e: ssed
t you by other serir officials that oart !arding Srt rise

copy of the curre.t Operations and Lending Prog:vrs for
Yu_oslav is atuee (Annex 1 ). 7-e anu to:as are bs d

on dese, -t on took in jacmry ],71 on th, level o Sn
len s a to that country. In ta past, your resprnse to kurOsi-v
rno,sts for o renneabtl qu k irrse to a evel of 30

ron has br to soint to the ifficulty of sust inv tho
111C ri]äion lev:1 in the face of critieir by the xecutive
SIreetors of Yugosltvit salcuness in ialiug 1onas eret,v
ad in :king witidraals (see Annex ¯0). There hu recently

bee. a noticeable imroverart in these respects, and the Yugoslav
auhorities are doin :]] that the can to effect further irprcve-
7ers. Bank lending reached $200 million in 00 and should
do so gai in F¯7!5 but there is no doubt that Yugoslavia could
fruitfully use substantially more Bank Proney for high pricrity
devdeopliset arojects. For exp:iple, as a result of inflation the
tOrr reprining projects in the 0075 Lendirg Prograr could each

absorb rucn laier Bank Ianrs (in one instance, we shal be
21 tneing on]y 2c rercent of the project) , ana the Iipei3e of
prrM Yts is c'vrflcing. i¯knsequet in the cor g weeks e

m1 i ve to consider the possVility of a redmccd :in.be -f' las
as an a.]terative to continuing the present relatively low level

of Bank involvemert in each projet.

(b) Ioe recent develcments in 'Suosl via: It is preb hle that the
Prire Iinister wl wish to report to you on the -ieplementr tior

of YuIosVrVC' S ew orstitution, and o the consequertial Sarges
äa nstitutions and the Federas organition. Me r: explain te

chnes that have tesen place in the syster of plarming a nw
Cve-; wr ¯lan for I? -60 is being prepared) ni d refer to th
lor-teir developar fograr (to i3) that is no. undan diseuss:e .

In ths conteat, he ry :is: to exp: : the ne "social contra:
and their sPi i r re as a basis for smS irg in ugosla via

a socia contraet is na agree oent between one or ncre e trprises
ad ene or kore Socio-political organi tions (e.ge Republic, comrmune

or trade union) to regulate natters which in most countrirs would be
deterMined by legisltion (e.g. developDSent programs and price control s).

Although a volunt ry agre et t it has, de facto, the porce of ]aw. Yugoslavia
has adotedthis device to ensure raxr ew articipati n and con sensus

among[ al affected by each contuet, and t graduâlly elsitiate the role of
the state ina desiraking'.



Mr. Robert S. McNamara - 3 - March 17, 1975

(c) The role of intenational financial institutions: This is, perhaps,
the w::ain poit that Mr. Bijedi's wishes to discuss with you. e
an be epected to discuss the economic problems now frcing the

world and the ugoslav vien o the role of the international
financial Lnstitutions in resolving them. As you know fronm the
support given to your prograis, Yugoslavia favors an expanded
role for the Bank and other international bodies. It seer certain
tit t.e Priue Minister wi]] seek your iews on the future role
of te Bank, and lbe ay we]] seek your uida:ce on hoI Yugsiafia
can help the Bank to r ake its case in interationa] discussions.

Attachnents:

cc: essrs. Knapp, Benjenk (o/r), Bart, Paijmans, ;apenhans,
Purester, Horsley

lNHorslecy/dl
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l 1ý R`n AT I ON AL DE VELOPMEN T INTERNATIONAI, P11`4K `_ Cý p INIKRNATIONAL FINANCE
ASSOC I AT 101 FU,_ý_ýSTFUCTICIN AND DEVELCIPIFr,.T CORPOPAT l ON

OFFICE MEMORANDUM
TO: -0 %Nanara> -t DATS July 7, 1975

FROW "=i- 10 RVP

SUBJECT: H1W 1010

Siralnv,-,

Yoll have acro--ýj,'' "ir. rpruast for I ~tins skich is
snhelnild f-r 1:00 P-m- On j-låv. juIr P, 3975. Mr. äln- 071 hg
penn-runi-d h- åkr. Date Vljrovir. PrPVIP-t of the Cits ossonblv Pe.
Ylvor) nr der-lavni 1"R Clpital nk kosnin-Hprzegavina, and bl
Ms- frass' PnInn, i-se-n"Ptpr- if -en 10 Osh I gill attgnd the
nreflymj =97n10i11 bl Mr, NorPny.

2. You hava mnt Mr. Bium Anfor-, most notably in July 3972, when
In 1101 yqu if the Hano nolls heln 0 f4nelne the sorrävun P011-10n,
Gäntroj p"oject. HP is tån vrej ~Wc 1~ W nne nP tv- Ins~st nn-
tern-isas in MIIOS7IVie, and W Wan sk- SVäct n^ 3enethy prärlps
ir "ärbnnr" tri 0i70 merazinHs, 007 oingrenhåRs oC Mera-s, 3Iwr
and Haljknvic ;pre (Annex 1).

Purnose 02 Visit

3. 11 wärratsni that Hr. PuM's p-05- :ý-,r ý-)hjective in se-ting
meelln, Utf ~ ås W ~0- en A- 'W ländts policy apo n-set)lfr,,
internst in assessins the health care System in Sarajevo, 00 - view to
hel-in- Snyn~ innrovem2nbs 0 PV rvsPm. Similn- rn-elrins hwe been
matt w älnOsärs and =VOV of the P-Vic and nikv-lovprnnen"s to
0- VP nnå kr. knräW -n vurinus oreasinns rinre tbv fall nC 7m, T:l
W-- -0 ä- flen nrnvaillna Bank policv on Owe pwipctr, the rRannnses
årvn neen cansistanLlj negativt. 0 0 signiolean, was Prän-
Yr. P00=0 mtse'nn On Anrål last tP ComnInts tp9 djSw113jqqr rajtý
elch fprubli- and Onvinne on thn nri-rity projus thet thP Hank InnV
erräker f-r ä-nof~ in the nerf Avs TC3M, W Ingith nrojort = not
^nr- å-e 001 noinrity Projeetz listed hv the Governncnt of 3nsnjr_
lerzagavieq. -nerver, it is mnjt likely PsK ii år-M m-vän- 00 you
M-ssrS. ävs- -no ra, 0WC will qnopp 10 Ohm roto-PIV or thn
Gvv2rnmgnee n' th- ärnabli- 2n1 jttv.

4. Rince im hav- not in "Ian rist an=~~3 s-rivri-s conepaninp"
the Valth OMJect, W- Itc~~1 varv Väln, remio 40 Få,n t0 brie' cnr-
varnalinns thet Dr. Ler med Mr. forsinv 0~ kom en th- avsyrt, ~~
reforstand titt 111 MI-nnjp j- ta -fopcl i jan-GI,llnt in the

in 1=0r2 =1 eBneeietll in Sn-Rjnvn,
carnrå-s n aga terchins Ina-åtal Pösh splarj eljnicaj nnc7_

11c000s ly Cry:vn, 0 Sjf äEr mycium I å-nsth ew-
dali---- sv30- pta-ao-r- V th- är""stje, A r-t- -Pny_å y är, pr,
or o , -spnt state W ko, b-niob ca-p sompeT 0 0~0 tid 0-alavs and
i s~~=0 course of aek-" Prr 0- Onk is qå-ä,sö (Annex IT).



5.r roer -3 Noa?2-2- n- ,l

5. Adecision by then Bank to c onsider fionning1 a rooject of' this
ki,d would, of course, be a majr policy decision. If the Bosnians aee
preocired to withdra:w one of thei r twro :r three highst priority projects~
from Bank ensider,ation, it is Tossible that the health orojet coulw, d b
inn ivded in one of the lanter years of the current five-year operations
progr-am for Yugosladvia. I recommend that -we consuilt with the~ Bosnia
and Federal Glovernments with. vi e; to maki ng thi s substbitution i f the
Bosnians wish it,

Other 'lltntr

processed in the Bank: the Sarajevo Pollution Control and the Oil Pipe-
line? nrojects. He~ may enquire as to prortresis, which is as follows:

Sarajevg_Polution Control Project-designLed to abate both air and
wate pollution, and thereby reduce serious health hazards, in

Sarajevo and adjacent areas. It inceludes the construction of a
na.tural gas distribution sy stem,> the conversion of heating plants
to burn gas, a gais transmission line, and the rehabilitation and
exnanseion of the water supply and sewerage systems. Anrraisal of
the project was comple ted in February 1 979, and we exroect to begin
negotiaions on July 15 and to present the oroosed loan to th
Executjve Directors in late entember. The total cost of the
project is $169 millin (necluding interest during construction) of
which the fornen exchange component is $76 million. A Bank loan
of $85.5 mjilion has been recomnended to the Loan Comittee
(comnared to $3mill ion in the current operations program). This
amount includes $1 3.5 million to finane' that part of the ga
pipeline loc~ted in Serbia, which is nresently part of the Naftagas
pipeline nroject (Loan 916-YU) but which rust be eliminated from it
becau~se of huge cos' overrus. A brief note on the project is
atached (Amine III).

Oil Pineline_Project-to convey crude oil from the Adriatic coast
to Yugoslaviais five iand refneries and to Hingary
Czechoslovaki The principa com onents ar 7 o noline,
numrne~ stations, storage tanks, and port facilities. Appraisal
of' the projet was completed in January 1979. We expeet to begin
neg'oti ations about July 17 andi to resent the nroposed loan to the
Executive Directors in September. The total cost of the nroj et is
$377 'nillion (excluding~ interest during construction), of which the
foreign ehnge component is $193 million. A Bank loan of
$50 million hias been recommended to the L,oan Committee (compared
with $30 nillion in the current operations program;~ to offset this
increase,. there would be correspondio reduction in the loan
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rmnbs iXr other nno 9c:3). fo-f%nrjira totilinp V Thlien,
s brr nroviHed b Oehosovski, Hungary, Kmit, and Libya.

a b f · nota on t projct 2 aa cbed (Annw; Tv).

Ach:nents

NH1-or§ley/l1 j

cc: Mr. Knap'
Mnr. Beaumr

Cleared wiLth and ce: Vessrs. Asfnur, Lee, Chafey, Towther
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INTERNATIONAL DEVELOPMENT INTERNATI NA[, BANK FOR 1'141TERNA110r.AL FINANCE
ASSOCIATIC RV "WaTIW T i AhD [YVELOPNIFNT CORPORATION

OFFICE MEMORANDUM
TO Memorairfiuq +-z- Vie Record DATE: Se-t-?nI)ez 5, 1975

FROM: Non-ian

SUBJECT: C ovvrnor for Yujoslavin's Meeting Wth
Aiifi -tul 11.eeting, 1915

NO. McNamara met with Mr. Mamoilo Cemovic, Federal Secretary for
Finanng and Governor ir thP 9aak 07 Yu7ininvAR on 0-17t 30, 1975-
Mr. Gemovic wan arcompinled by Mr. QraVslav Kolnnn7ir, lovernor, Natinnal
Rank Of YUpOSIAViS and lovernor in thn Fund, MT. Toma WWI!, Ambassadnr
to the UVA, NP. Gavro Gerovir, Deportient Read, Rderal SecreW-W for
Fbrei7n Affairs and Tanpnrkry AltorniQ 5nvernor in the Bank, ard Mr. Gavra
Popov c, atarnate Executive LAractor. Mussrs. Knapp, 3*e_a j ?T T ,
Paijmans, Annqcstar, and honslay attended the meeting.

2. 11r. Cemovic began by noting that Yagonla,via had 2nioyad a good
year of cooperation with the Bank and IFC. ZveryonQ concornod wa3 well
satisfied with the progress Winn made, and looked forward to farther success-
ful cooparation in the futuro. It was not only the transfer of capitA7 thit
was apprecistod, but also the shr-,T, and holn ,T,ven by tho Pa-ik.
There Lad boon oyne difficl _tiesl bu" , the3e had been, or woud be, overcoye.
Apart from AlbarC_a, 'fugo3lavin win the only anderd9valoped country in Europe;
thoy had hopea fo- more ho7g from their richer noi;hbors, which thgy believed
we7y responsible for much of the economic difficultv now bmi%7 experienced by
Woslivia, hr. Cemovic pointid out that cooperation with thy Bank could
le ad to cooneration -T th othgr countriac. He had d! ocu ssed co -f Wancing with
Kr. and now believed that this matteo must be cavrind further.
Yujo5laviq would have to borToi heavily in the next five years and counted on
the 3aoV to lend it increasing amounts; as thay were now comnleting the pro-
virshion o' a now five-year nlan, it would by useful to know what the amounts
wouln be. niare would be a uubstantial of tho Yu;oslnv economy,partlnula-iy with reopout to food, energy, and row materials, which wou"d
requirg heavy invesknont in infrastructure, especialTy transportation. Two
forms cf Bank lending ha& provod very succossful; the lines of cradit for
agrianituro and inaustry, which eniblsd funQ to be used much more quicklythan nap the cas , idt!- athar Dann, Us expenad the Bank to continue to
Five priority to the less-developed reginns wad to those projects V Anich,
Yugoslavia altachol pwioritv. Expressln7 aa entirely personal critlci:m,
Mr. Cenovic said that there are too many quotas by fiscal yoa=; he asked
if it Lno really nacessa,y to adhere so cia3nly to them, especially for lines
of credit which caild be Targen in amount and function more automatically.

3. In respo=3, Mr. MaNniara said he wished that he could ;ive a
fiFurs for thq nmxiqt of futare Bank Tendiny t, Yuyoslavia- Hnwovan,the

had only approved a restricted len*nq prorrqn for FY75 and not a



Memorandum for the Record - 2 - September 5, 1975

program for the five-year period ahead. Members of the Board were divided on
the question of an appropriate level of lendin by the Bank, becauso of its
ixnact on the Bank's capital structure; some menbers wanted to hold down the
lev '. Mr. Mcnara believed that it was essential to increase the Bank's
lending capacity; he favored tin sages, a selective increase in capital sub-
scriptions to be followed by either a general inrease or a change in the
Articles making such an increase unnecessary. Yugoslavia could hein itself
and other developing countries by discussing the problems arising frm thi,
issue in the G-2L1 , OEcP (esnecally with tho USA), at the Board and in any
other suitable forum. It was most inportant that OECD countries should under-
stand what was needed. Referring to his criticism of quotas, Mr. McNamara
observed that if Mr. Cemovic thought they had been bad in the past he could
expect themn to be worse in the future, because of the strict linit inosed on
lending in F76 by the Board. Hle noted that thP lending rogram for
Yugoslavia was very large, and that no country of Yugoslavia's size benefitted
from Bank lending on such a scale. The sie of the program showed the Bank's
confidence in Yugoshvia's ability to use funds productively, to help itself,
and to give special emphasis to assisting the poorer parts of the country.
The large program was justified, but it could not be made larger. The Bank
was oerating within a limit and so had to ensure that the al3onetion of its
resources was fair; Yugoslavia was already receiving four times the per canita
avernge of Bank lending.

4. Mr. Comovic observed that here was no single cause of the world's
economic difficulties, and that not only the Bank bt all international insti-
tutions should contribute to their solution. At last ynar' s meeting with
Mr. McNamara he had said that be wou- d give full supnort to the Bank and its
policis in G-2i and elsewhere, and he had done so. HEe was confident that
the G-2i meeting currently in progress would express continued suport for
the Bank. Mr. McNamara said that he was most grateful for what Yugoslavia
had already done and would be equ.ally grateful fr further support. He noted
that negotiations for the Firth IDA Replenishments were to begin in November.
The neads for IDA resources were greater not than ever before. Average IDA
lending was only $1.5-2.0 per capita (comoared with Bank lending to Yugoslavia
of about $12 per capita); this was totally inade-uate for the noorest con-
tries which had been most affected by increased oil prices, recesson, and
other adverse economic factors. Yugoslavia had been most helpful in the past,
both with its own contributions and its support for IDA, and Mr. idamara
said ho woula greatly appreciate its continued sunort, The relationshin
betwoen Yugoslavia and the Bank had been very cooperative. Mr. Gemovic
assuned Mr. McNamara of his country's continued support. ile believed that
the Bank shoild strengthen its role and that the size of its lending program
should be increasd, for the benafit of others as well as Yugoslavia. Full
consideration lould also be given to the needs of IDA.

.r. Cmovic renewed his invitation to Mr. Hcanara to visit
Yugoslavia, weicomed Mr. Knanu's forthcoming visit ani inri.ted others present
to visit. 1r. Mc' amra eCOressed his gritude for the invitation, which
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he hooed to take un oe day, but pointed out that he still had some forty
member coutries to visit for the first time before he could begin to visit
countries m-f a second time.

NHorsley/lj

Cleared with and cc: Mr. Paijmans

cc: Messrs. Knapp, Benjenk, Cargill, Wapenhans, hyatt, Goodman,
Burmester (2), Kaji, Schrenk
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INTERNATIONAL D,EVELOPMENT INTERNATIONAL PAIN L IJrIERNATIONAL FINANCE
ASSOCIATION RECONSTPUCTI N AND DEVELOPM T CORPORATION

OFFICE MEMORANDUM
TO: Memorandum for the Record DATE: October 16, 1975

FROM: Gautam Kaji, Acting Chief, EMIDC

SUBJECT: YUGOSLAVIA: Mr. McNamara's meeting with the Yugoslav
Ambassador and Members of a Delegation from Vojvodina
Visiting the United States

1. Mr. McNamara met with His Excellency Toma Granfil Ambassador for
Yugoslavia to the United States, Mr. Vojislav Bulatovic, General Director,
Dunav-Tisa-Dunav and Mr. Jon Srbovan, Chairman, Chamber of Economy of
Vojvodina on Wednesday, October 15, 1975 at 12:15 p.m.

2. The visit was essentially a courtesy call on Mr. McNamara and
Mr. Bulatovic presented him with an album of photographs commemorating
Mr. McNamara's visit to Vojvodina.

3. During the course of the conversation Mr. Bulatovic mentioned
that they had a very good agricultural year in Yugoslavia with a record
corn crop of 10 million tonnes (exceeding the previous record by almost
25 percent). This record crop was due to exceptionally high yields
(exceeding 100 tonnes per hectare) resulting from good weather and improved
technical management including application of irrigated water, fertilizers
and better seed selection. In response to questions from Mr. McNamara,
Mr. Bulatovic indicated that they expected further increases in yields over
the next three to four years and that such increases were most likely to
come from the private sector which farmed 63 percent of the cultivated land.
Compared to the social sector the private sector yields were very low and it
was hoped that over the next three to four years the yield on privately farmed
land would be increased by 40 to 50 percent. Towards the end of the discussion
Mr. Bulatovic mentioned that Vojvodina expected to submit a 100,000 hectare
irrigation scheme to the Bank for its consideration.

cc: Messrs. Wapenhans, Paijmans (o/r), Kpp, Horsley (o/r),
Le Moigne, Burmester (2)

GKaji/dl

EMENA files
Division files
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INTERNATIONAL DEVELOPMENT INTERNATIONAL PANK FOR IN'TERNATIONAL FINANCE
ASSOCIATIO RECONSTRUCTION AND DEVELOPWNT CORPORATION

/1-1\uFFICE MEMORAINCUM
TO Mr. Robert S. McNamara, President DATE: February 25, 1976

FROM' Martijn J.W.M. Paijmans, Acting RVP, EMN

SUBJECT: YUGOSLAVIA. Meeting with Ambassador Belovski

I understand that Mr. Dimce Belovski, the newly appointed

Yugoslav Ambassador to the United States, will be paying a courtesy

call on you tomorrow afternoon and I felt that the attached brief

biographical sketch might be of interest to you.

As you know, Mr. Wapenhans visited Yugoslavia from

February 15 to 22 and although we do not have the full report on the

discussions that Mr. Wapenhans had, we understand that during his

discussions with the Acting Prime Minister the Yugoslavs reaffirmed their

strong and active support for the Bank's capital increase and the next

IDA Replenishment.

Attachment

FPovey/GKaji:llj



Biographic Sketch

Dimce Belovski Yugoslav Ambassador to the United States
Born 1923
Member Assembly of Macedonia--from beginning
Minister of Construction--Macedonia
Director of Normacedonia ("New Macedonia" newspaper)
Director Yugoslav Permanent Delegation to UN
Ambassador to Canada 1961-65
Assistant Secretary of State, Foreign Office 1965-69
Member Federal Assembly 1969-74
Member of Council of the Federation
Vice President of Social Alliance of Yugoslavia
Deputy Minister, Ministry of Foreign Affairs

Europe, Middle East and North Africa Region
February 24, 1976
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OFFICF /MEMORANi-I'l
TO- Nemc andum for the Record D AT F, June 8, 1976

FROM: Cautam S. Kaji, Chief, EMIDC

SUBJECT: YUGOSIAVIA: Mr. McNamara's Meeting with the President of the
Executive Council of the Republic of Macedonia

Mr. McNamara met with Mr. Blagoj Popov, President of the Executive
Council of the Republic of Macedonia, on June 1, 1976 at 6:00 p.m. at the
Bank. Mr. Stojan Matkaliev, a Member of the Executive Council of Macedonia;
fr. Zabarievski, General Kuiager 3f the Stopanska Banka Skopje, Macedonia;
and His Excellency Dimce Belovski, Ambassador of the Socialist Federal
Republic of Yugoslavia to the United States, were present. I attended the
meeting.

2. Mr. Popov, who was visitln , the United State-- as the head of a
Macedonian delegation exploring various commercial and joint venttire possi-
bilities, was calling on Mr. McNamara essentially to convey his sat_i 3 faction
at the level of cooperation that exists between the Bapk and Macedonia and to
express hopes for continued increase in the level of cooperation.

3. Mr. McNamara congratulated Mr. Popov and his colleagues for
Macedonia's creditable economic perforriiance and commented that while he
noticed that Macedonia's incomes were rising faster than that of Yugoslavia
overall, the gap between the lesser-develoT ed republics and the more-
developed republics of Yugoslavia was not narrowing. He queri -ed what pros-
pects did the Macedonian officials foresee for any narrowing of the gap.
Mr. Popov and the Ambassador, responding to this question, stated that even
with the special measures taken by Yugoslavia including the creation of the
Federal Fund for the Lesser-Developed Republics and the assistance provided
by the Bank, Macedonia still had to work at attracting more capital fror, , the
more-developed republics to support investments in the energy, natural
resource development, and private farming. My. McNamara commented on our
general satisfaction with the way in which Bank projects were being
implemented and expressed confidence in continued good relationship in the
future.

4. Tn closing, Mr. McNamara warmly recalled his experiences during
his visit to Macedonia, in particular their very generous hospitality.

GKaji/llj

cc: Messrs. Wapenhans (o/r), Paijmans, Horsley, Burmester
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OFF MEMkANLJM
TO: Mr. Robert S. McNamara, President DATE May 27, 1976

.ROUGH: Mr. J. Burke Ktapp, SVP, Operations
FROM: Willi A. Wapen 11ns, RVP, EMN

SUBJECT: YUGOSLAVIA: Visit of Mr. Blagoj Popov, President of the
Executive Council of the Republic of Macedonia

1. You have agreed to see Mr. Popov on Tuesday, June 1, 1976, at
6:30 p.m. at the specific request of the Yugoslav Ambassador, His
Excellency Dimce Belovski. We understand that Mr. Popov is heading a
delegation of Macedonian officials who are visiting the United States to
explore various commercial and joint venture possibilities. Mr. Popov's
call on you is expected to be essentially in the nature of a courtesy
visit. Mr. Gautam S.Kaji of EMENA CP I will be available to attend the meeting.

2. A brief biographical sketch on Mr. Popov is attached (Annex I).
I had, during my recent visit to Yugoslavia, occasion to meet with
Mr. Popov and a large number of Macedonian officials.

3. We have recently completed work on the Regional Study of Macedonia
which is a part of a series of four regional studies we have undertaken for
the less-developed regions of Yugoslavia. Extracts from the summary and
conclusions of that report as well as some basic data on the economy of
Macedonia are attached (Annex II). We were very gratified that the
Macedonians provided significant cooperation in the preparation of the study
and evidenced strong interest in its findings.

4. We have on hand a number of projects which are wholly or partly
directed at Macedonia. These include part of the $50 million Second
Industrial Line of Credit which 46"approved by the Board on May 28, 1976.
We are currently appraising an Aro-Industries project, part of which would
be for Macedonian components. We are also actively preparing a Macedonian
irrigation project and hope to appraise a Macedonian road section withir the
frame of the forthcoming Eighth Highways project. '

5. We have a number of ongoing projects in Macedonia, all of which are
proceeding very smoothly. The ongoing Agro-Industries project (Loan of
$31 million made in May 1973) is part±cularly noteworthy in that it initiated
provision of credit to private farmers. Credit for good performance should
go to the Stopanska Banka which is the institution most actively involved in
this project and our ongoing Industrial Credit I and Agricultural Credit I
projects. The Macedonians might generally raise the question of the amount
of funds allocated for the individual projects, particularly for the proposed
irrigation project. We have always maintained that amounts earmarked for
individual projects must be viewed in the context of the total amounts made
available to Macedonia and the amounts available for the use of Yugoslavia as
a whole.

Attachments

Cleared with and cc; Mr. Horsley
cc: Mr. Paijmans
GKaji/llj



ANNEX I

Biographical Sketch

Blagoj Popov President of the Executive Council of the
Assembly of the Socialist Republic of
Macedonia.

Born in 1919 in Kochani, Yugoslavia.
Married; has two daughters.
Graduated from the School of Economics,
University of Skopje.

In 1941 he took an active part in the People's
Liberation War, in which he participated until
the liberation; for his participation he was
awarded a prestigious "Spomenica 1941"
(Memorial 1941)

After the liberation of Macedonia (end of 1944),
he held several higl positions in the Republi-
can and Federal ade ii:1 st rat ions: Tember of the
Republican Government of acedonia, inister
for Industry, President of the Council of
Economy.

1963-69: Mayor of the Ci ty of Shople, which at
the time suffered a disastrous
earthquake.

1969-74: Member of the Fdeoral Executive
Council of the SFR of Yugoslavia and
Federal Secretary for Transport and
Communications.

1974-Present: President of the Executive Council
of the Assem-bly of the Socialist
Reptiblic of 11acedonia.

Member of the Central Cormittee of the
League of Cominists of Macedonia and
member of its Presidency.

EI1)C
May 26, 1976
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The Socialist PePublic of Macedonia YugslavIa

Historical Overview

1. Macedonia was settled by Slavic tribes in the carly MiddIe
Ages. Although developing quickly into a center of Slavic-Orthodox cu-
ture it remained, with a brief interlude of political independnce, for
centuries the object of controversv betneen the copeting Cndavorr for
overlordship of its powerful ei ghbors: ;yzanthiuri, Pulgaria, and Serbia,
until all of them uere absort-d into the Ottoman (Turkish) empirc duringthe late 14th century. Hovever, during the five centuries of Ct tor-n
rule Macedonia remained basically Slavic in ethnic linguistic rake--up
and orthodox in religicus outlook. The Ottoran rule Isted until 1912
when the ethnica lly Macedonian area was carved up betjeen the Ilingdons of
Serbia, Lulgaria and Greece. Only durin u World Uar IT ore rart of ancient
neoora, hares .nt Socialist lepublic of -cac ria ( ) ao,` rA
a n inA-n ont state within the Sociali st ern aLl e . m:in ( v)

Natura] Cunditions

2. Macedon- is the most southcrn P½public of Yugoslavia. To the
east it borders Pugaria, to the south Grecce, anO to the we!t Albania.
Macedon-an is prcdoriiantly riuntalnous, and only alhut one curt-ter of the
total suri-face presently qualifies for ugricultural ure. The fortile val-
leys, particularly in southern ýt<ucedoria with neJlut nr œtt-
clinate, provide favorable conditions to intensivo rilturo if precip i -tation is sufficjiort and supported by 1rre tion. MaDdonia is a link in
the truas-European ceonnuni ca tion syster Innct in central urc"e ard
the rest of Yugoslavi with Croece and th a-steorn r. - teorrar:n couItris.

Popui_rt_io

3. lu 1973 Yacedonia hd 1.7 millina inhabitat (about ( percent
of otal i os lavi); about 70 percent rcported 3 (enian a; nat ioni it v
another 17 percent- Albi-iian n percent turkisl . Ie eemo:rainic molea
of the i111Ceiatce r per' :1s rl] Subsided, itd 'th tV:
growth tutte hts aenetod at nr-: r .6 Det cent after 1 ]. h' hr, *e-
tility -- Lte trst deciivo indico tir ef te dem"<orapi t yf ' a
bilized at a level cf almost 3 (1ive births per atre duint chiý 1
ing agye) since the e2 Lit 60s, still subst t:ia]y 'bove the 'st hle popu-

i,C levcl" of about 2.1.

4 . The dernogra phc evolution in te postwar period was accopani edby latrge migpratiton flows, beteen tho communeiris and from rurl to urban
settler:onts within hct-donia, bot-een the Ropab]ios of Yuos]lvia, aund a
large ri ration abroad. 1/ e ru/ian tri-nsfe r, /it 1r i ul iit nhy's-
ical movemnt , re fl e ts the fundamnil tra'tformadon of the scietv
which tol il ace over the Last t5to decades: tio Sie of ruruL ripula-
tion decl ind frolt 61 percent in 1953 to 40 percent in 1971.

1/ T1-i lotter it- y nr ikies with al].. tandrd of educt-
tion and from lurl olck itud--ist aiially coidered ts ter porary.



ANNEX Il
Page 2

Labor Force nd Fmployent

5. The ratio of employulent to populatton, which basically measures
the 1Jabor force absorption of the social sector, has successively in-
creased over the past to decades. o:ever, in 1973 it aTounted to 17 per-
cent and stil 1 lagged behind the Yugoslav average of 21 percent by almust
a decade, reflecting greater Inor redundancv in the rurnl sector and
problems of open and dispuised unemploynent. 3/

_Macro-Economic Characteristics

6. In 1973, the social product (GMP) of i¾ieedonia amounted to
$1,135 equivalent , 2/ repre5enting 5. fl percent of total Yuroslav GMp.
The seetoral compfosition of its GMP is presently l arg ely coparable to
that of the country as follows:

C? by Sector, 1973

Percent Share a s 7,
SFRY cR of SF,Y

Agfrultire and Torestry 19.4 23.8 7.1
Industry and Mining 36.0 35.8 5.7
Construction 11.0 11 .1 5.8
Transport and Cormuni catioen 7.8 6.0 4.5
Trade and Touris: ' 22.1 20 .4 5.3
Iandicraft 3.2 2.4 4.4
Cormnal Services 0.5 0.5 5.5

Tot;a Econony 100.0 100.0 5.L
Social Sector 81.6 80.6 5.7
Private Sector 18.4 19.4 6.1

1/ At 1973 prices and exchange ra te of 16.7 Dinars per I.S, Dollar.

Mae ro-Econoi Ch Oarae t erics t i es

7. The sal.ient features of ereonia's mrowth over lthe pst tuo
decades mayv be summarizd in the foll1win: (;) Etween 1 r95 and 1973,
C- 'rew, in an average anal1 rate of 8.3 percent, thus
surpassi ng tie rate of 7.6 perceni rca]zed for tho country as a whole.
Duc to the higher rate of 1oulatio c rowth, the is- of ---- p-r capita_
however,* was o-e'hat daipened to -. rcent as coared to 6.5 lere nt
for total Yu .svXa, Thou h outst;idj! amon0 thl loss dtveleopd

regions, the real per capi ta i neomel sisnrity in e eni nl r arrowed

l/-1i th varit; om-,t i a 1 t-Iie pro- rt ioen of un- and under et il izat ien
of te 1a br force i s , itat ed -t 30-- 48 prr eit.

2/ At 1973 prices and exhange rate of 16.7 Dinars per U.S' Dollar.
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only slowly from 68 percent of that for Yugoslavia in 1952 to 73 percent
in 1973. (b) The growth of both social and individual sectors exceded
the Yugoslav average for the entire period but the latter fared comnara-
tively better in Macedonia especially on the early years of it, develop-
ment. (c) The concentration on social sector activities and especially
industry was nost evident since the sixties, and by 1973 the share of
industry in GMP bad ratched that of the country. Macedonia has
developed a relatively diversified industrial structurk uth eiphasis on
natural resource oriented and labor intensive industrier. As comnared to
other less developed regions and t th- ccuntry as a whol e, itl has favora-
ble capital-/otitput and capital/labor ratios. (d) Al,though gricultural
land represents about one half of the total surface of Cacedonia, the
cultivated area comes to only one fourth, with irrigation ; the onor
constraint to further development. i/(e) With tho emphasi on the co oditv
sectors and given the overalt scarcity of capital res-rrmes< te rm:h cf
infrastructure sectors and esneciallv transport and cer:ric¼tens lagge
somewhat behind the Yugoslav average.

Investment and Sources of Financin'

8. In 1973, the invest-ent rntio in Marcedonia amronred to 24 per-
cent of CP and was SOmeVhat highi than that of the colntry n: a wholo.
Investment per capita and fixed assets per ,1 b- r h:evrr, srresentied
78 percent and 74 percent respectively of tic gn]lav rerteýr ect--
ing the lower evel of development and the hicieri sart:e e9 ro
resoi-ces W1it1h respect to invecstr tfinn ', sar n. er-
anizations and Feidera_ Fund_Cre i_s each 'ett fnr : 1 e ne .elrih .

The other hal f iy; f inanced thr,ugh bae] resroures / and 1 1Cr 1c
resources earmred for social dev 1 nt an ants r t¯e c -
for current expenditures aC investment in nIn- CConiO nctixi t0ies

1/ in teris of land use, arl'ost 50 percefnt of agr cultur al n md is under
cereals, vet in total Yigoslavia, Macedonia has an abse]ute advantag
in the production of rice and cceter ann r-e and a cnrparative ud-
vantage in the production of vgetu bles, fruits and grapes which ar
mrostly grow,'n by private farrmeis and onl inited land.

2/ Te Federal Fund for the AcCelerated DeVloprvent of lnderdeveloped
Repub]lcs nd Autoniomious Province of Koovo.

_3/ Phr; mobil i ed priva.te savings (botrh dinari and foreign exechange),
compulsory deositsof eJorrowiing enterprse centrikutioens to various
funds, foreign financia] and supplirs cr edits.
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uidelines of the Social Development Plan of Macedonila. 1976-0

The Plan is still in preparation and is expected to be completed
and presented to the Assembly of the Republic for adoption in June 1976
The contours of the Plan appear to be already well defined, however.

In global terms, the Plan aims to achieve an overall annual
growth rate of social product of 8-9 percent, 1/ about equal to the rate
envisaged for tbe previonus Plan. Given tbe estrivated ratio of realiza-
tion of tie 197-75 Plan (7 percenr) and th present balance of pavrents
constraints for the country as a whole, this rate of growth is probably
somewhat optinistic. Social sector emplovent is estiated to erow by
3.8-4.8 percent which, if realized, wrould be hardly sufficient to absorb
the expected natural increase of the labor force.

The investment ratio is envisted to ri_se to about one third of
GMT, with alrest 70 percent of total fixed asset investrents being in
economic nctivities. Of total fixed asset economic investnents,
industry syould account for 59 percent-with mashsis on energy and raw
material production--pr-iculture 14 vercent, tronsport and communica
tions 13 perrcent and trade and ton-ursm - percent.

Durinz the Uorld Bank ix ii;ssion in April , it lean ed thnt Many
of the issues, raised in the V eedonia Regionarl Eronomic Ppert , espec i al) y
with respect to the development strateÖy and the relativ- eirhsi s r
heavy vs. proc-en. industrics ii the 1976-0 l Lan pe-riod ereo actually
the subject of discus,,ilnu aorng thle 1 Macedonian Ithori ties. Provisir-Cs
wcre also U,ing nde i n tLe Plan, ensuring th:-t the lilk o Iocal ande
Federal Fund resources wil3 not be pre-pted into basic instrios st
the e:pense of procWits1 industries. With re sct to energ- its dr-
velop!ent--epecially thermo pov-er ieneratOin--a c-corced the h lesr
priority in view- of tbc fast that needonia is a lare dr-ficit regýion
and in vieu of the rocnt f scetry of largo lnite reserves. A commun-
ity of interest has been established encompassinn bth u's-rs or.d suppliers
of energy and a rsial contract has been coc]Lude-c providi fur te
sources of financing the envisaged five 'ear inve-sLent progrt for
ergr5y frov domestic Lnd foreign resources (in t..E- ratio of about 60 per-
cent rnd 40 percent respectiv-ly) A to other ba1- induu ies, the
largest proporti.on of fintan1in ln to-, be through alre:ay contr.cted

orei<-n lot-s and credits,

1/ With ratos of 9-10 percent for tbe social sector, 10-11 percent for
industry and 4.5 p,rce.nt for agriculture.

1-y 26, 1976
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BASIC DATA 1/

SRM SFRY S '/SFRY (Deorpi Features
Census growtn rate at POPulation; 1961-71, %1.9 1.02 156Natural growth rate af population; 1972f 1.49 0.91 164Crude birth rate, 1972 2.27 1.91 124Fertility rate, 1972 2.27 1283 12Infant mortality rate, 1972 285 2.34 122Family size, 1971, persons 7•5 4 170Population in agriculture 1971 h. 4.6 3.82 123Population below age 20, 1971 39.6 38.2 104Workers abroac/active populatior, 1971 Z 7.9 6.5 120
Labor Force
Ågricuturl /total, 1971, % 

93Working age/total population, 1971, % 43.9Active/working age population 97.6 19 9
Active/total population, 1971, % 38.3 3Active/worigaecae 9J-3. 43.3 89Active/working age, feales, 197 1 X 86.6 87.1 99
Active/-wor,,iPS ag)e, fePiales, 1,971 ,0 % 5.2 58., 7 77bployed/working ago populat n 91 X 9.2 33.7 SDLployed/Lotal population, 1973 5 17.7 33 7Unabsorbed labor force, 1y971 total labor force) 30-48 /2

InoeDistribution
GliP per cpita,92 (Di54
em Incose/worker, soc setor, econ)ic,
1972 n, current prices)

Pers. income/capita, agricultu1 972 (Din,current prices) /2 , 03 12Pers. 1972 ididi sector 
' 2 5,033 /2(D . ,I),in, current pri.ces) 3 r 3; ;2

Pers.incoe/capita non-agriculturø 19782(Din, current prices) /2 f r
l4acro -ccon o:i c_Peatures
Growth raG , 'J 2-73 (1966 Pr8.3 

C)Growth rate GiP per caita 52-73 (66 p6.3 6.5Productivi,3 n' lahor, soc. seCtor, 1972, Din. 48 327 5-3 81Investment per capita, sec. sector, 1972 DinICOR, soc il sector, economic, 196)-70 -,187 2,831 88(1966 prces) 
2.18 2.58 85CLR, socia sector, 0conoric, 1960-70, 1000 Din. ]38 15 71C,pit'al tckperlaio soc. suctor,1972 (Din. curret ccs co, eCO 71266

Capital stock pan., soc. sector non- 2,528 18,92 66econonic, 1972, '-i? C p0Gross profit rate (ac8mulati a x,803 2,0t5)7
social sector, cfoi3c, 1977

/1]Th tiyures for Yur'slavia (Cny y ilcnMcdni S).BSsV shLnre i.s rin noease n;~~ Æe Idte Maedna L (:SL<Q). sincbetw:s- Pacedonia and 1 1ros~ he(ee.i totl, a; compi l
,/ wId dhe i ncn 

orl
jiso
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'5RM4 SFRY SPr/SFHy (if)

Intra-Peional Di Screplant'i as
NMP p.cap. richesL conrune SN, 1972, Din. 10,800 10,500 /l 103
NEP p.cap. poorest comune S4, 1972, Din 2,900 10,500 71 28

Agricl ture
Cultivated land/total surface, 1973, f 25.9 39.5 66
Arable/agricultural land, 1973, 9 42.6 50.9 8h
Cultivated land/agr. ]abor force, 1971, hectare 2.1. 2.6 92
GWP/agr. lIabor force, 1971, Din. 8,536 9,021 95
GMP/cult. land, 1971, Din/hectare 3,579 3,507 102
Social rector: share in cultivated land, 1973, 9 20 111 143
Social sector: share in agrie. GMP, 1973, 9 30 23 130

Industn-
&iare of basic industries in CMP, 1972, ý 24.t 28.9 8
02 (fixed asscts/m, 1972 2.29 2.26 101

CLR (fixed assets/worker), 1972, 1000 Din. 105 120 88
Gross profit rate (accuulation/fixed adstr),

1972, % 10.0 13.1 76

Tertiary Sector
7U5r 1ce/ C)i inhabitantc, 1971 113.7 121.0 9h

Fixed assets/capita, 1972, Din. 6,75h 10,330 65
Active in handicrsft/000 inhabitnnts, 1971 25.0 19.7 127
Active no.n-ec. services/1000 inhabitant, 1971 38.7 ho5 96

Const rei on
oui tts compl eted/10 inhiabitanhs, ]73 h. 6.5 7h

Peree,nt private ownership of copleted Jni ts, 1`71 64.7 6 p 97

Transort and Cormication
Paved oUss/C sq.km, 1;73 77 97 79
Regular r unm e roi l nys/1000 sq. kr. 973 2D 63
Coymuni nation, 11T (Din. p r cap.) 1973 55 114 38

EducatCon
rIllitercy ate, above age 10, 1971, 1] 15J ]20

Illitoracy rate, ag 10-19, 1571, 4 7.0 3.1 129
Priary school. ag ,ttendance ratio, ]972/73, 9 ;6 99 97
co:dnry school ag attencdnnce ratio 1972/ 3, 2

Hleal th
Tän tants per doctors, 1972 2,696 1,71 55 /2
Hospital beds rer 1000 cap. 1972 5.03 5.56 90
Fixd- a,sts in ha1 1- per capita, 1972, Din. 343 719 82
Erpnditures of health organizaticns, p. cap. 1972

1972, Din. 3E8 50c 77Infant rortalit, (par 1000 lie births) 19721 75.5 4h 59 /2

/1 lnu;oslav erage.
jy Inversa ratnio.
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INTERNATIONAL DEVELOPMENT INTERNATIONAL RANK FOP iNTERNA710NAL FINANCE.
ASSOCIATIO RECONSTRUCTiON AND CFVEI CORPORAIION

OFFICE MEMORANDUM
TO: Mr. -Robert S. Mic'Namara, President IIATE June 7, 1976

Through:lfr. J. Burke Knapp, SVP, Opera

FROM: 1,Tartijn J.W.M. Paijnans, Acting R%P, J- ,l

SUBJECT: Y-UGGQT VIA: Ycur 'Meeting with Yuposlav Dclc -Iption

A high level delegation from the City of Sarajevo will be in
Washington, D. C., June 8, 1976 for the signing of the loans for the
Sarajevo Air Pollution Control and Sarajevo Water Supply and Sewerage
Projects. You have agreed to meet br-Tcfly with the Delegation at 1:00 P.M.
Tuesday, June 8, 1976. The meetin,-, ,T l rranged at the Delegation's
request and the purpose is essentially to express their thanks to you
personally for the support t-l e Bank has provided for these two Pro ects.

2. The principal F-ep1c.-s of the Delegation, are:

(a) Mr. Dzemal Numinagic, Vice President of the Republic Assembly
of Bosnia-HerzegaviTia--previotisly mayor of the City of Sarajevo
whom 7ou met in Sarajevo on your October 1.970 visit to
Yugoslavia;

(b) Mr. Ante Sucic, President of the City Assembly of Sarajevo
(equivalent to mayor);

(c) Fricrick Blum, '11--iia,.-!F , ,, Director, Energoinvest--you met Mr.
Bluir, on several. ocuL s ons since your visit to Yugoslavia. Mr.
Blumi's visit with you in July 1972 initiated Bank involvement
with these Projects which officially began when Dr. James A.
Lee visited Sarajevo at your request in October 1972.

3. The Yugoslav Ambassador to the U.S., His Excellency Dimce Belovski
may be present. I will. be available to attend the meeting.

4. There are two matters on which you may want to compliment the
Delegation:

(a) the high degree of local involvement and participation which
has been mobilized for these Projects and which has resulted,
inter alia, in about 55 percent of total project costs being
financed by the citizcn of Sarajevo through special tax
levies and contributions to communal funds;

(b) the enerL,y and effort that wenL into resolving the complex fi-
nnncial ane gns supply protltr:ls involved with the natural gas
trl-,r- ,r-'ssion line, being partli, financed under this loan and
whicl is an extension of the natural ga 7z ysteni being partly
fin4 nued tinder a previous Bank loan C;as pipeline
Loan 916-YU, 1973); problems largely from conflicts
of a political and economi nature amon`- everal republics
over the utilization of limited supplies (both
imported and domestic) of naLtirzHl

NAndersc,1,,/,,-j-1
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Manila, Philippines

MEMORANDUM 
October 6, 1976

TO: ,1-il, Orandum for the Record

FROM: Martijn J. W. M. Paijmans J

SUBJECT: 1976 Annual .Ieetinqs - YUGOSLAVIA

McNamara's Mt_ eting with Mr. Cemovic,

Federal Secrc2tary for Finance, October 6. 1976

Mr. Cemovic explained that although there had been

a number of achievements recently, the economic situation in

Yugoslavia continued to have several problems. The improve-

ments were the reduction of inflation, improvement in the

terms of trade, reduction of imports, increase in reserves.

However, the growth rate was low this year -- 2-1/2 percent

for the first eight months. There was a worrying prognosis

for the world economy for the end of the decade. Yugoslavia

had now formulated its new five year plan, a 10-year frame-

work as well as a new economic planning system under its new

constitution.

2. The Minister said that unfortunately there have

recently stories been circulating about Yugoslavia which were

not conducive to the country's growth prospects. There was

much talk about the post-Tito era in the framework of a wider

campaign against Yugoslavia. In this context the Minister

said not to be satisfied with a step that was undertaken by

the Bank, mentioning discussions that took place with private

banks.

3. Mr. McNamara reacted imm-diately that it was

definitely not the objective of th.- Fanl< to harm Yugoslavia

in any way, that it wanted no part in any campaigning against

the country, and that he wanted the Minister to go to the

bottom of this matter in his forthcoming discussions with

Mr. Benjenk. He added that Mr. Knapp, Mr. Benjenk and himself

had talked this very morninq on recent Bank work about how the

Bank could best extend assistance to Yugoslavia to help the

country with its extensive needs for foreign borrowing. if,

after the discussions with the Region, the Minister was not

satisfied he should come back to see Mr. McNamara.



Manila, Philippines
Memorandum for the Record - 2 - October 6, 1976

4. Mr. Cemovic said that on "wider issues" he fully agreed
with the direction for the Bank taken by Mr. McNamara and that he
would like to have Mr. McNamara's comments on the future of the
World Bank. Mr. McNamara responded that the suggestion that the
Bank reduce its lending in real terms during a period of inflation
-- a suggestion contained in the $5.8 million ceiling as a nominal
amount on Bank lending -- is clearly contrary to the interests of
the developing world.

5. Mr. McNamara further explained that the entire issue of
Bank growth in the light of the developing world's needs simply
had not yet been sufficiently discussed by the Bank's membership,
and he indicated that such future discussions might bring about a
considerable degree of agreement. He added to be very much aware
of, and grateful for, the support Yugoslavia gave to the Bank in
various ways and in particular the strong verbal support that is
given in various Councils. Mr. Cemovic said that Yugoslavia will
continue to provide that support as it is fully in line with its
own philosophy. He indicated Yugoslavia's future role in this
area by mentioning its selection -- following the Colombo meetings --

as one of the six non aligned countries to work on a committee to
define a further course of action for this grouping.

6. Mr. Cemovic mentioned that Yugoslavia would be happy to
welcome the next outside Annual Meeting in Dubrovnik, but that
Yugoslavia would not be able to provide the luxurious surroundings
enjoyed in Manila.

7. Mr. McNamara said to understand that the Secretaries of
the Bank and the Fund will visit Yugoslavia shortly. He said to
be personally in favor of a Dubrovnik meeting, adding that there
would be two specific questions asked from Yugoslavia on which a
written statement would be requested:

1. that no money should be spent especially on the World
Bank Meeting, i.e. on buildings and meeting facilities;

2. that all Bank members will be admitted to the country.

MPaijmans:gg

cc: Mr. McNamara's office (2), Messrs. Knapp, Benjenk, Damry,

Burmester, Kaji


