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SUHMARY

p & A MEETIRG IR PARIS O 2 DECEMBER DHDER FRENCH
CHAIRMANZHIP, ATTEWDED BY REPRESERTATIVES PROM THE UE, FRG, U5
AT ITALY DISCUSSED YOGOSLAVIA'S ACUTE FIRANCIAL PRDBLEM.

THE UNITED STATES PFROPOSED THAT,TOGETHER WITH OTHER WESTERNH

CREDITORS, DOLLARS 1 BILLION OF GOVEARNHERT-BACKED FIRARCIAL
LESTSTAMCE SHOULD BE MADE AVAILABLE. THE US WA FHEPLAED

TO COMMIT ITSELF IN PRIMCIPLE TO CONTRIBUTIHG. MO OTHER
DELEGATION MADE & SIMILAE COMMITMERT AND OTHEE OFTI1DES

FOR RSSISTING YUODSLAVIA WERE ALS0O CONSIDERED, INCLUDING
RESCHEDOLIKG IN SOME FORM™ THE GHOUP AGREED TO MEET AGAIN ON
14 DECEMBER TO EEE IF THERE WAZ COHHON AGREEMEXRT

I0 R3BIST YOUGOSLAVIA AHND IF 30 IN WHAT NWATY.

- DISCUESION COVERED THE POLETICAL, ECONOMIC AND

FINAMCIAL ASPECTS OF THE PROBLEM.

FOLITICAL

3. WITH THE U5 TAKING THE LEAD, THERE WAS AGRAEEMENT ON THE
STRATEGIC AMD POLITICAL IMPORTAHCE OF MATHTAINIHG YDCOSLAVIA'S
NOR-ALIGHED STATUS. PAYE (FRANCE, CHAIRMAN) EMPHASISED

TAE POLITICAL AND STRUCTURAL FRAGILITY OF YUGOSLAVIA POST-
TITO, THE ADDITIONAL STRAINS BROUGHT AEQUT BY ECONOHIC
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AUSTERITY HEASDRES MOW BEIRG PURSUED, THE VULNERABILITY OF
THE COUNTRY TO EASTERN PRESSURES AMD THE POLITICAL SENSITIVITY
OF THE COVERNHMENT TO CERTAIN FORMS OF FINANCIAL ASSISTANCE.
ECONOMIC
4. ALL YERE AGHEED THAT THERE WERE BASIC STRUCTURAL
ECONMOMIC WEAXKMESSES (FEDERAL -STRUCTUHRE OF THE COUNTRY,
SELF-MANACEMEKT SYSTEMS, ETC). THESE REQUIRED HEDIUM/
LONG TERM TREATHERT AND APPROPRIATE IHMF PROORAHME. BUT
THERE WAS AN IMMEDIATE FIKAWCIAL CEISIS REQUIRING URGERT
LITERTION.
FIRANCIAL
- MEISSHER (u3) SAID THE IMMEDIATE TROBLEW WA3 THE
FIRAKCING GaAP. THE MAIN ELEMENT WAS BANEING CONFIDENCE,
FOHE THER K QUICK=FIX Wi3 NEEDED. ANY SOLUTION SHOULD LEAD
INTD & LONGER TERM RESTRUCTURING AMD CHANGES IN THE TUGDSLAY
ECOROMY ., IESCHEDDLIKG WAS MNOT THE RIGHT APPROACH. IT
WOOLD INCREASE LACE OF CONFIDEHNCE ARD FRECIFITATE THE
PROELEM WE WISHED TO AYOID,
E. DISCUSSI0N TUEHED TQ THE FIGURES CIRCULATED BY THE
AHERICANS (COPIES BY BaG), HOST DELECATIONS QUESTIONED THE
05 ASSUMPTION ABOUT THE FIKANCIKG GAFP. HNEISSHNER EVENTUALLT
ACCERTED THAT IT WOULD BE AT LEAST DOLLARS 1.5 BILLIOR.
SMITH (BANK OF ENGLAND] SAID THE IMF TEAM NOW IR BELGRADE
MIGET FIMD THAT IT WAS WORSE.
T MEISSNER SFELT OUT THE U5 FROPOSAL:
?UEUELA”IR SNOULD HAVE DOLLARS 1 BILLIOM FOR THE FIRST
51X HMoNTHS OF 1983.
& FUELIC STHTEMEHT OF INTERT SHOULD BEE HADE BY LATE
PECEMBEER OR EARLY JANUARY.
THE FIKANCIAL ASSISTAMCE WOULD BE PART OF A PACEAUE
INCLUDING AN IMF PREOGRAMME, TUGOSLAY UNDERTAEINGS
TO MAEE STRUCTURAL ADJUSTHENTS;AND INFCORHAL UNDERSTAWDIKGS
WITH THE COMMERCIAL BANES:
ALL HARD CURRENCY CREDITORS WOULD BE INVITED TO
CONTRIBUTE, WITH BURDEN SHARING BASED ON THE
APPROXTHATE RATIO OF FRESENT CREDIT EXFOSURE.
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E. FERENCH COMMEKTZS REVEALED R SLICHT DIFFEREHCE OF EMPEASIS
BETWEEN QUAT AND TRESOR. CAMDESSUS (TRESOR) SUGGESTED
DEFERRING A DECISION TO GIVE TIME FOR A 'PEDAGOGIC EXCHANGE!
WITH THE YUGOSLAVS IN WEICE THEY MIGHT BE BROUGHT TO
LPPRECIATE THE ADVAMNTAGEZS OF RESCHEDULING. PAYE (CUAI)
STRESSED, HOWEVER, THAT SOMETEING ALSO NEEDED TO BE DONE TO l
DEAL WITH THE IMMEDIATE PROELEM OF CONFIDENCE.

G SERCINELLI (ITALIAN TREASURY) SAID THAT IF THE CHEDITCOHS
COULD CONVINCE THE MAJOR BAMKS TO PROVIDE HEW LDAKS THE
PROBLEM WOULD BE RESOLVED. BUT ALL BANKS MAJOR AND MINOH
WOULD NEED SIMILAR THEATMEWT. KE MENTIONED SOME DEOREE

OF RESCHEDULING AS A WAY OF LOCKING IN THE BREEE.

10.  LDECE (FRG] THOUGHT IHAT RESCHEDULING AND NEW LOAKS
WERE NOT ALTERNATIVES. IT WAS DIFFICULT, IF NOT IMPOSSIBLE,
TO FIND THE MEANS TO COVER THE FINANCING GAF QUICELY.
HESCHEDULING HAD THE ADVANTAGE OF REDUCING THE AMOUNT OF
FINANCE REQUIRED. BUT IT WAS QUITE CLEAR THAT WECESSARY
BUOILDING OF CONFIDEMCE COULD ¥NOT BE S0LVED BY RESCHEDULING
ILONE: SOME NWEW HONEY WAS ALSD NZEDED.

Tk iif?tii {UE) RECOGKISED THE POLITICAL IMPORTANCE OF
HELPING YUGOSLAVIA. BUT WE SHOULD WOT RULE OUT RESCHEDULIRG.
TEE TERM COVERED A WHDLE VARIETY OF OPTIDKS. IT COULD BE
FRESENTED AND FACEAGED IN MANY WAYTS. IT WOULD BE & FITY IF
THE IMF GAVE THE YUGOSLAYS THE THPRESSIOR TRHAT RESCHEDULING,
IN WHATEVER FORM, WAS ROLED ODT. 1IN ANY OVERALL PACEAGE

124 PAYE IMITIATED KGIFFUSE DISCUSSION DF THE 'VENICE
DECLARATION' (JUHE 1980 ECONOMIC SUMHIT). HE CLAIMED THAT

IF COMMITMENTS WERE HONOURED YUOOSLAVIA WOULD OBTAIN THE
RECEESARY FDHDS. IT WAS CLEAR THAT PAYE CONSIDERED FRARCE
HAD PLAYED A FULL PART AND SAW THIS A5 k WAY OF REDUCING

A FRAENCH CONTRIBUTIOR TO ARY FUTURE PACEAGE. THE ITALIAKS

DID ROT RESPOND HEGATIVELY. LOECK RESISTED THE SUCCESTION
STRONGLY. IF IT WAS PURSUED THE GERMANS WOULD WISH THE
TOTALITY OF rMAST CONTRIBUTIONS TD BE TAEEH INTO CONSIDERATION.
WE SUPPCRTED THEM. MEISSHER OPPOSED THE SUGGESTION ON THE
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GROUKDS THAT 1T WOULE CPEN UF A TIME WASTING DISCUSSION OVER

BURDEN SHARING.

12. AFTER CONSIDERAELE FURTHER DISCUSSION AND OFE OF TWD

ATTEMPIS TD SUM UF, FAYE CONCLUDED THAT:

fi. THE IWF HISBSION HIGHT FRUOVIDE BETYER CURRENT

JNFCRHATICN ABOUT THE YDIOELAV ECONOMY, COVERKMENTS
SHOULD HOWEVER PROCEED IN PARALLEL:
DELEGATIONE PRESENT WOULD REFER TO THEIR
JOVERNKENTS TO SEE WHETHER THEY WERE PREPARED TO
STATE THEIR INTEREST 1IN HELPIND XYTIGOSLAVIA:
IF THEY WERE THEY SHOULD DEFINE WHAT TYFE OF HELP
EG PERSUARE THE COMMERCIAL BANES TO EXTEKD NEW
CREBITSE: NEW GOYERNMENT MONEY SEHI-COLOHN OR
UOVEENMENT GUARANTEED LOARS
WEAT CONDITIONALITY SHOULD APPLY
HOW TO FRESENT A FACEAGE:
EDW TO ERING IN CTHEH COUNTRIES [(METESHER CLATMED
TO OTHER WESTEHN COONIRIES WERE WILLING TO
CONTRIEBUTE)
THEGEE PRESENT WOULD RECONMVENE O 15 DECEMBER.
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