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MEMORANDUM TO THE PRESIDENT

SUBJECT: The Yugoslav Package again

1. This is the one which you approved in principle back in August

and which has since been negotiated by Tom Mann. (The original approval

was marked on the memorandum, which I attach at Tab C) Just before

you left for the Ranch, I gave you a further memo from Tom Mann, spelling

out his full package. That package is at Tab B, and it carried the strong

support of Agriculture, Budget, and the Export-Import Bank. It also has

Treasury support, with one reservation relating to your own preferences.

2, Reviewing the paper after you left for the Ranch, I found that it needed

reinforcement on the specific points of Congressional support and balance-of-

payments impact, and Tom Mann has done a further memo on this, which is

at Tab A.

3. I don't know whether you want to read all these tabs or not. In essence,

the situation is this:

(1) We have worked out a package which fully conforms to the

understanding you approved in August. The principle of this bargain is that

we should give moderate credit extensions and TitlelVloans and some Exim

credit as part of an international package in which a number of other countries

are participating, along with the IMF. The underlying premise, as Mann

points out, is that the Yugoslavs are moving in a sensible direction and that

our long run interests of all sorts are all served by these moves -- they are

good for the long-run balance of payments, good for trade, and good for the

politics of bridge-building.

(2) The fly in this ointment is its impact on the 4th quarter

balance of payments. Tom's package would allow the Yugoslavs to roll

over some $l2 million otherwise payable in December. The Treasury notes

that this is not consistent with your instructions to Fowler, but Joe Barr

says that if they were on their own they would still support the basic package.

(3) Rusk, Mann, Bator, and I all feel that the Yugoslav package

as a whole is more important than its purely temporary balance of payments

effect. So we strongly urge approval.

(4) There is one middle alternative which I should report, though

I strongly advise against it: it is to leave out the deferment of December

payments and go ahead with the other parts of the package. This does not

make any real economic sense, but it would certainly have the specific effect
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on 4th quarter accounts, the importance of which you have emphasized

to the Treasury.

4. Let me say one last word in defense of the package as a whole.

It involves no outright aid. The Yugoslavs will have to repay every penny

in hard dollars. Approval of this carefully designed package will be a

concrete demonstrationthat we mean what we say about bridge-building

with those who will do their share.

McG. B.

The whole package is approved

The package is approved, less the 4th quarter

balance of payments impact

The package is disapproved


