
FORM No. 57 
( 5-48) 

u~- ~73 
INTERNATIONh_ BANK FOR RECONSTRUCTION AND t.JEVELOPMENT 

OFFICE MEMORANDUM 
TO: 

FROM: 

SUBJECT: 

Mr. s. P. Wheelock DATE: May 7, 19.54 

W. J. Armstrong~ 

YUGOSLAVIA - LOAN 73-YU - Project Analysis and End-Use Inspection Visit 

I now propose to leave for Yugoslavia. on May 29, a.nd plan to stay 
there for 2 to 3 weeks. The primary purpose of the trip is to study the 
recent Yugoslav request to use some of the reserve funds from Loan 7.3 on 
a number of projects. However, I will also take the opportunity to make 
end-use inspections on several projects. 

Subject to the Working Party's approval and suggestions, I plan 
to work along the following lines. 

Four projects now included under the Bank's loans are among the 
projects for which funds have been requested, i.e. Doboj Paper Mill, 
Sisak Pipe Mill, Svetozarevo Cable Plant and Vares Iron Ore Mine. The 
total asked on these projects amounts to about $2.0 million. Two projects, 
not included in either loan, Novi Popovac Cement Plant ($800,000) and 
Jajce I }trdropower Plant ($1.2 million), appear to be of interest, subject 
to further investigation. 

However, since the reserve in YU-7.3 is about $J.O million, some 
projects or portions of projects must be eliminated. Before any new 
projects are accepted, I believe that: 

(1) The four projects already included under the Loan should have 
first priority on additional funds if they are required for 
completion. 

(2) We should be satisfied that none of the other Bank projects 
will require additional funds for completion. 

I shall try_to determine if the additional foreign exchange is 
required because of: 

(a) An increase in the original project costs. 
(b) A shifting of the source of foreign exchange. 
(c) An enlargement of the project to increase production. 
(d) A shifting of manufacture from local to foreign sources. 

If increased production is involved or new products added to the 
original project, I suggest, that unless there are compelling reasons, such 
increases or changes not be allowed. I feel that we should insist on getting 
the original projects into production before any are expanded. 
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The last end-use inspection was carried out in November and December, 
1953. As far as end-use supervision on this trip, I propose to look only 
at the plants which were in difficulty last fall or have since gotten into 
difficulty, such as Sabac Zinc Plant, Kolubara. Coal Mine, Zeni ca Steel 
Mill, Ilijas Pipe Mill and perhaps the Zrenjanin Starch Plant. These are 
in addition to the necessary visits for project analysis during which end 
use inspection also can be carried out. 

In addition, I would plan on visiting a few projects not seen last 
fall, such as railroad shops, Pojatno Ceramic Plant, perhaps the Ra.de 
Koncar Electrical Machinery Plant and others if time is available. 

As a part of our Second Stage supervision, I shall discuss the type 
and content of progress reports desired after the projects have been 
completed and are in full production. Such reports should contain 
information on procurement, production statistics plus trends in pro 
duction, methods of operation, costs and efficiency of production, and 
markets, sales trends and prices, etc. 

Second stage supervision should be selective in view of the number 
and variety of projects included in both Loans. A detailed list of projects 
and specific suggestions as to the information desired is under preparation. 

The following criteria will be applied in selecting the projects: 

(a) Total of loan funds allocated to the project. 
(b) Proportion of Bank financing in the total cost of the 

project. 
(c) Individual and general economic nwarits of the project. 
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