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WHITE HOUSE STAFFING MEMORANDUM PY iW .ti-.//' 
DATE: __ l_/1_3_/_82 __ _ ACTION/CONCURRENCE/COMMENT DUE BY: ________ _ 

SUBJECT: RECCM1ENDATION OF CHARLES H. DAI.LARA AS U.S. ALTERNATE EXECUTIVE DIRECTDR 

'IO THE INI'ERNATIONAL MONETARY FUND 

ACTION FYI 

VICE PRESIDENT D D GERGEN 

MEESE D D HARPER 

BAKER D D JAMES 

DEAVER D D JENKINS 

STOCKMAN D D MURPHY 

ANDERSON D D ROU.INS 

CANZERI D D WILLIAMSON 

CLARK D D WEIDENBAUM 

DARMAN OP oss BRADY /SPEAKES 

DOLE D □ ROGERS 

DUBERSTEIN D D 

FIEWING □ D 

FULLER □ □ 

Remarks: 

For appropriate handling. 

(ORIGINAL TO PEN JAMES) 

Richard G. Darman 
Assistant to the President 

and 
Deputy to the Chief of Staff 

(x-2702) 

ACTION FYI 

D D 

✓: 
D D 

D D 

D □ · 

D D 

D □ 

□ D 

□ D 

□ □ 

□ □ 

□ □ 
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WASHINGTON 

CABINET AFFAIRS STAFFING MEMORANDUM 

_J.) 

DATE: December ~, 1981 NUMBER: 044178CA DUEBY: 
-----,:::-----,:,-----

Nomination of Mr. Charles H. Dallara to the Position of U.S. 
SUBJECT: Alternate Executive Director to the International Monetary Fund 

ACTION FYI ACTION FYI 

ALL CABINET MEMBERS D D Baker D D 

Vice President D D Deaver . D D 

State D D Allen D D 
Treasury D D Anderson D D 
Defense D D Darman (For WH Staffing) 

Ci¥"✓ D 
Attorney General D D 
Interior D D Jenkins D D 
Agriculture D D Gray D D 
Commerce D D 

Beal D D 
Labor D D 
HHS D D D D 
HUD D D D D 
Transportation D D 
Energy D D D D 
Education D D D D 
Counsellor D ~ / 

□ □ 0MB □ □ 
CIA □ □ □ □ 
UN □ □ --------------------------------------------------------------------------USTR D D 

□ D 
----------------------------------------------------------------------

CCNRE/Boggs 

CEA 
CEQ 
OSTP 

REMARKS: The 

RETURN TO: 

D D 
D D 
□ □ 
D □ 
□ D 

attached should b e 

Craig L. Fuller 
Assistant to the President 
for Cabinet Affairs 
456-2823 

CCHR/Carleson □ D 
CCCT/Kass □ D 
CCF A/McClaughry □ □ 
CCEA/Porter D 0 

forwarded to appropriate White -House staff. 



THE SECRETARY OF THE TREASURY 

WASHINGTON 

December 21, 1981 

MEMORANDUM FOR THE PRESIDENT 

Subject: Nomination of Mr. Charles H. Dallara to 
the Position of U.S. Alternate Executive 
Director to the International Monetary Fund 

The position of U.S. Alternate Executive Director 
to the International Monetary Fund (IMF) has been vacant 
since early October. Due to the pressing demanas on the 
U.S. Executive Director and the need to ensure that our 
interests in this important institution are fully repre­
sented, the filling of this position is an urgent matter. 

The Alternate's position requires a high degree of 
technical competence in IMF operations and considerable 
expertise in dealing with issues concerning the interna­
tional monetary system. Selection of an individual with 
the necessary qualifications, experience and technical 
skills will be particularly important to us as we work to 
strengthen the IMF's ability to promote economic adjust­
ment in its member countries. We have made good progress 
in our initial efforts to strengthen the IMF, and it is 
extremely important that we have the right people to help 
maintain the momentum. I recommend, therefore, that 
you nominate Mr. Charles H. Dallara of Virginia to the 
position of U.S. Alternate Executive Director to the 
International Monetary Fund~ 

Mr. Dallara is particularly well suited to fill this 
position. He has impressive professional expertise and 
knowledge of all aspects of IMF operations, as well as 
substantial experience in the formulation and execution of 
u.s. international monetary policy in the_ Treasury. The 
knowledge gained through work on IMF issues in the Treasury 
has been enhanced by his conduct of a detailed study of IMF 
lending programs. His work in this area should add signif­
icantly to our ability to ensure that these programs pro­
mote financial stability, balance-of-payments adjustment, 
and private sector growth. In addition, Mr. Dallara's 
experience in dealing with policy matters in the Treasury, 
combined with his excellent presentational skills, should 
ensure first-rate representation for the United States 
in the IMF. 
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Richard D. Erb, the U.S. Executive Director at the IMF, 
shares my view that the combination of skills Mr. Dallara 
possesses makes him the most highly qualified person to 
assist Mr. Erb in representing our interests in the IMF, and 
strongly recommends him to the position of U.S. Alternate 
Executive Director. I hope you will concur and that we 
can proceed with Mr. Dallara's nomination quickly. 

Attachment 



··•···· 

CHARLES H. DALLARA November 1981 

PROFESSIONAL EXPERIENCE 

U.S. Treasury Department 

March 1981 - Present. Special Assistant to the Assistant Secretary 
for International Affairs. Advise and consult with 
the Assistant Secretary on a wide range of inter­
national economic issues. Serve as the principal 
aide to the Assistant Secretary, working directly 
with him in the formulation and execution of Treasury's 
international economic policies, including trade, 
monetary, investment and development policies. Assume 
major responsibilities for the management of professional 
staff and coordination of policies within Treasury and 
U.S. government. · 

1979 - 1980 Special Assistant to the Under Secretary for Monetary 
Affairs. Advised and consulted with the Under Secretary 
on wide range of international and domestic economic 
issues. Assisted the Under Secretary in the planning, 
coordination and implementation of Treasury policy on 
international monetary, trade and energy issues with 
special emphasis on monetary and financial policies, 
including U.S. exchange rate policy and operations and 
U.S. policy in the International Monetary Fund. 

1976 - 1979 International Economist, Office of International Monetary 
Affairs. Provided staff support on broad issues relating 
to the structure and operation of the international 
monetary system, including: international liquidity; 
exchange rate policies and the adjustment process; 

EDUCATION: 

1976 monetary reform agreements; substitution account 
proposals. Also served as the IMF desk officer, pro­
viding support for U.S. participation in the Fund, 
covering major policy issues (i.e., IMF quotas, sur­
veillance, conditionality, etc.). 

Ph.D. candidate, Fletcher School of Law and Diplomacy (ABD). 
(During 1980, awarded sabbatical by the Treasury Department as 
Guest Scholar at The Brookings Institution to research and write 
PhD. dissertation, entitled "The Role of the IMF in Balance of 
Payments Adjustment, 1974-1979.") 
M.A.L.D. (Master of Arts in Law and Diplomacy), Fletcher School, 1976. 
M.A. in International Economics, Fletcher School, 1975. 
B.S. in Economics, University of South Carolina, 1970. 
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MILITARY EXPERIENCE 

Commissioned Ensign, USN, 1970. Resigned as Lieutenant, 1974. 

1973 - 1974 Admiral's Aide/Flag Lieutenant to a Rear Admiral. 
Served as executive assistant, with duties including 
speech writing, protocol matters, press relations, 
and Flotilla watch officer at sea. 

1970 - 1973 Division Officer, Department Head aboard guided 
missile destroyer USS SAMPSON (DDG-10). Served as 
Navigator, Personnel Officer, Legal Officer (1 year); ~ 
Deck Officer (10 months); Gunnery Officer (10 months). 

OTHER PROFESSIONAL EMPLOYMENT 

Summer 1975 Economist, Raytheon Services Company. Performed 
economic research, analysis and report writing for 
Department of Transporta~ion, with focus on the 
international economic impact of potential changes 
in the regulation of the automotive industry. 

Part-time 1975. Latin American Teaching Fellows Program. 

HONORS, AWARDS 

Coordinator of Seminar Program for mid-career Latin 
businessmen and diplomats attending Fletcher under 
Fulbright-Fletcher Fellows Program. 

Treasury Department - Special Achievement Award (1981), Performance 
Award (1979). 

Graduate School - Public Service Fellow (Full Fellowship). 
Military - Vietnam Service Medal, Vietnam Civic Action Medal, 

Naval Achievement Medal, Meritorius Unit Commendation Medal. 
Undergraduate School - Who's Who in American Colleges and 

Universities, Thomas Moore Craig Leadership Award, Outstanding 
Midshipman Award, Outstanding Senior Award, Dean's List. 

LANGUAGE PROFICIENCY 

Spanish: Working proficiency in reading and writing; limited 
speaking ability. 

PERSONAL 

Age 33, married, one child. 

Horne address: 4915 Heritage Court, Annandale, Virginia 22003 
Phone: ( 70 3) 9 41-432 4 

Business address: Room 3425, Treasury Department, 15th Street 
and Pennsylvania Ave., NW, Washington, D.C. 20220 

Phone: (202) 566-8286 

REFERENCES 

Will be furnished upon request. 
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MEMORANDUM FOR: 

FROM 

SUBJECT 

THE SECRETARY OF THE TREASURY 

WASHINGTON 

January 14, 1982 

James A. Baker, III 
Edwin Meese, III 
Michael K. Deaver 

Donald T. Regan _ 

U.S. Alternate Executive Director 
at the International Monetary Fund 

I have recommended the nomination of Charles Dallara 
to the position of Alternate Executive Director to the 
__International Monetary Fund (IMF) (Tab A). I based this 
recommendation on my personal view that he is exceptionally 
well qualified for this particular job, but the Office of 
Personnel at the White House has selected someone else, a 
person whom I have never met, and has had this person's 
appointment approved by the President without my knowledge 
or approval. 

The Alternate Executive Director position requires a 
technician -- someone who is familiar poth with the complex 
working s of the International Monetary Fund and with the 
Treasury staff with whom he must work. The IMF is a unique 
institution with responsibility for the operations of the 
world's monetary ··system. Ordinary banking experience is 
not necessarily relevant to IMF activities. For these 
reasons, the Alternate Executive Director position has been 
occupied by a career em~loyee . of Treasury since the establish­
ment of the IMF in 1946. 

Mr. Dallara is a career Treasury employee. He was hired 
in 1976 when Bill Simon and Gerry Parsky were running the 
international affairs of the Treasury. During his service 
at Treasury, he has gained considerable e xpertise in inter­
national monetary affairs in gener al and IMF matters in 
particular. He is the author of a lengthy and detailed 
study of IMF operations in recent years. 

As I am sure you know, I and all senior Treasury officials 
agree fully that we should be hiring people supportive of the 
President's policies, and all of our appointments fully reflect 
that feeling. Of some 72 political positions in Treasury, 
currently 93% hav~ been filled by such appointees. This is 
the first serious challenge we have had. I believe it has 
resulted from a misunderstanding of the nature of the job and 
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some unwitting "gun jumping" by White House personnel. 

The White House Personnel Office nominated and had 
approved Hoguet on December 4. 

My nomination of Charles Dallara was submitted in 
accordance with the statutory requirement that the Alternate 
Executive Director be appointed from individuals recommended 
to the President by the Executive Director (Tab B). 
P. L. 79-171 (The Bretton Woods Agreements Act) states that 
"The alternate for each excutive director shall be appointed 
from among individuals recommended to the President by the 
executive director." The Executiye Director of the IMF for 
the United States is Richard Erb, a distinguished economist 
from the AEI, and a member of the Reagan transition team. 
Mr. Erb never submitted a recommendation of Mr. Hoguet to 
anyone. It is established custom for . the Secretary of the 
Treasury to forward his recommendation to the White House on 
the basis of the Executive Director's recommendations, and 
that is the procedure I followed. 

The recommendation for Mr. Hoguet's nomination should 
-never have gone forward. I have never met Mr. Hoguet, and it 
was never intended that he be my candidate for the IMF 
position. As the U.S. Governor of the IMF, I am charged with 
carrying out the Administration's policies there, and no one 
should be recommended to cj. position at the IMF without my 
personal approval. 

Our practive at the Treasury has consistently been as 
follows: after all other interviews were conducted, Tim 
McNamar, my Deputy, would conduct a final interview pending 
my review. In no instance has Tim had the authority to 
have a final sign-off for the Treasury Department -- whether 
on a recommendation to the President for a PAS or an internal 
Treasury appointment. In each case he has reviewed with me 
his recommendation and I have indicated that I was prepared 
to accept it without an interview or that I wished to inter­
view the individual personally. Only following my sign-off 
has he eve~ indicated our endorsement to the White House 
Personnel Office for PAS positions. In this instance, Tim 
did not even meet Mr. Hoguet until ten days after the date 
Pen James' memorandum reports the President approved the 
nomination. 

While Beryl Sprinkel and Marc Leland interviewed Mr. Hoguet, 
neither seriously considered him for the IMF position, nor did 
either indicate at any time to the White House their support 
for his nomination to the IMF position, as they were supporting 
Mr. Dallara for it. They did, however, consider Mr. Hoguet for 
the Alternate Executive Director position at the World Bank. 
Both Marc and Beryl share my confidence that Charles Dallara 

~ 
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fully supports and will effectively carry out the new directions 
that we want at the IMF. Putting in a new person, even with 
good party credentials, would provide no similar degree of 
assurance. 

Finally, I would also like to note the apparent incon-. 
sistency between· the manner in which my PAS recommendation of 
Mr. Dallara to a traditionally career position has been 
handled, and the treatment of nominations in other agencies 
of career candidates to traditionally non-career positions. 

Regarding Dick Erb, he -- or anyone in the position of 
Executive Director of the Fund -- needs the maximum amount of 
support we can give him, because of the enormous workload 
being carried by his office and because of the major influence 
we want to have at the IMF. To acknowledge this fact in no 
way denigrates his performance. Due to the debt problems of 
the developing world, and the challenges of global negotiations 
as stated at Ottawa and Cancun, the IMF is confronting numerous 
financing programs. Dick wil1 need the assistance of someone 
with extensive experience in the technical aspects of IMF 
operations to evaluate those programs and to ensure they are 
consistent with our policies. We are completely confident that 

-Mr. Dallara not only has the necessary technical skills but the 
required policy views to implement our policies at the IMF. 

In light of the heavy technical workload facing the Alternate 
Executive Director at the , Fund and the fact that I have found 
a career candidate who I know will carry out Reagan Administration 
policies, I continue to support strongly Charles Dallara for 
the Alternate's position, and ask that you move quickly on this 
nomination. 

If I interview Mr. Hoguet and find him suitable for the 
Alternate Executive Director position at the World Bank, then 
I would recommend him for that position while Mr. Dallara be 
nominated for the Alternate Executive Director position at the 
IMF. 

Attachments 
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THE WHITE HOUSE 
WASHINGTON 
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CABINET AFFAIRS STAFFING MEMORANDUM 

30 
DATE: December 2,-8, 1981 DUE BY:----=:-=-=---­

Nomination of Mr. Charles H. Dallara to the Position of U. S. 
SUBJECT: Alternate Executive Director to the I nternational Monetary Fund 

r 'UMBER: _ _ o_4 _41_7_8_C_A _ _ _ 

.. 
ACTION FYI ACTION FYI 

ALL CABINET MEMBERS D D Baker D D 

Vice President D D Deaver . D D 

State D D Allen D D 
Treasury D D Anderson 

· ~ 

D 
Defense D D 
Attorney General D D Darman (For WH Staffing) D 

Interior D □ Jenkins D D 
Agriculture D D Gray D D 
Commerce D D 
Labor D D Beal D D 

HHS D D . □ □ 
HUD D D D □ Transportation D D 
Energy D D D □ 
Education D □ . D □ 
Counsellor D ~ 
0MB D D 
CIA D D 
UN D D ~ ~ ~ch. 

-----------USTR D D M~A~ 
------------------------------------------------~---------

CCN 
CEA D D CCH .( 
CEQ D D 
OSTP D D 

CCC _ aa-wJ. ~ ~ ~i , 
D D CCF.1 ,&_JfaA.a. ~ 4M<n,,l'l/2_c/. 
D D CCEj -

REMARKS: The at t a ched should be f orwardej - c"1v- uJ f/4 

RETURN TO: Craig L. Fuller 
Assistant to the President 
for Cabinet Affairs 
456-2823 

-
ff . 



THE SECRETARY OF THE TREASURY 

WASHINGTON 

December 21, 1 981 

MEMORANDUM FOR THE PRESIDENT 

Subject: Nomination o f Mr. Charles H. Dallara t o 
the Position of U.S. Alternate Executive 
Director to the International Monetary Fund 

The position of U.S . Alternate Executive Director 
to the International Monetary Fund (IMF) has been vacant 
since early October. Due to the pressing demands on the 
U.S . Executive Director and the need to ensure that our 
interests in this important institution are ful l y r epre ­
sented, the filling of thi s position is an urgent matter. 

The Alternate's position requires a high degree of 
technical competence in IMF operat i ons a nd c on s i derable 
expertise in deal i ng wi t h issu es ·concer ning the i n t erna­
tional monetary sys t em. Sel ection of an individ ual with 
the necessary qualifica tions , e xper ience and tec hnical 
skills will be particularly important to us as we work to 
strengthen the IMF's ability to p r omote economic ad just­
ment in it s member countr i es. We h ave made good progress 
in our initial efforts to s trengthen the I MF, and it is 
extremely important that we have th e right people t o help 
maintain the momentum. I recommend, therefore, that 
you nominate Mr. Charles H. Dallara of Virginia to the 
position of U.S. Alternate Executive Director to the 
International Monetary Fund. 

Mr. Dallara is particularly well suited to fill this 
position. He has impressive professional exper tise and 
knowledge of all aspects of IMF operat ions , as well as 
substant ial experience in the formulation and e xecution of 
u.s . inter nationa l monetary policy i n t he Treas ur y. The 
knowledge gained through work on IMF issues in the Treasury 
has been enhanced by his conduct of a detailed study of IMF 
lending progr a ms. Hi s work in thi s a r ea s hould a dd s ignif ­
icantly to our ability to ensure that thes e programs pro­
mote financial stability, balance-of-p ayments adjustment, 
and private s ector growth. In addition, Mr. Dallara's 
experience in dealing with policy matters in the Treasury, 
combined with his excellent presentational skills, should 
ensure first-rate representation for the Unit ed States 
in the I MF. 



- 2 -

Richard D. Erb , the U.S. Exe cutive Director at th e IMF, 
shares my view t ha t the combinatio n of skills Mr . Da llara 
possesses makes him the . most h igh l y q ualified person t o 
assist Mr. Erb in representing o ur i nterests in the IMF, and 
strongly recommend s him to the pos ition of U.S. Alt ernat e 
Executive Director . I hope you wi ll c o nc ur and that we 
can proceed with Mr. Dallara's nomina tion quickly . 

Attachment 



CHARLES H. DALLARA November 1981 

PROFESSIONAL EXPERIENCE· 

U.S. Treasury Department 

March 1981 - Present. Special Ass istant to the Assistant Secretary 
f or International Affairs. Advise and consult with 
the Assistant Secretary on a wide range of inter­
national economic issues. Serve as the principal 
aide to the Assistant Secretary, working directly 
with him in the formulation and execution of Treasury's 
i nternational economic policies, inc luding trade, 
monetary, investment and developmen~ policies. Assume 
major responsibilities for the management of profess ional 
staff and coordination of policies within Treasury and 
U.S. government. 

1979 - 1980 Special Assistant to the Under Secretar y for Monetary 
Affairs. Advised and consulted with the Under Secretary 
on wide range of international and domestic economic 
issues . Assisted the Under Secretary i n the planning , 
coordination and implementation of Treasury pol icy on 
international mone tary, trade and energy i s sues with 
speci a l emphasis on mone tary and f i nancial policies, 
including. v.s. exchange rate pol icy and operations and 
U. S. policy in the Inter national Monetary Fund . 

1976 - 1979 International Economis t, Office of International Monetary 
Affairs. Provided staff support on broad issues relat ing 
to the structure and operation of the international 
monetary system, including: international liquidity; 
exchange rate policies and the adjustment process; 

EDUCATION: 

1976 monetary reform agreements; substitution account 
proposals. Also served as the IMF desk officer, pro­
viding support for U.S. participation in the Fund, 
covering major policy issues (i.e., IMF quotas, sur­
veillance, conditionality, etc.). 

Ph.D. candidate, Fletcher School of Law and Diplomacy (ABD). 
(During 1980, awarded sabbatical by the Treasury Department as 
Guest Scholar at The Brookings Institution to research and write 
PhD. dissertation, entitled "The Role of the I.MF in Balance of 
Payments Adjustment, 1974-1979.") 
M.A.L.D. (Master of Arts in Law and Diplomacy), Fletcher School, 1976. 
M.A. in International Economics, Fletcher School, 1975. 
B.S. in Economics, University of South Carolina, 1970. 
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MILITARY EXPERI ENCE 

Commiss i oned Ensign , USN, 1 970 . Resigned as Lieutenant, 1 974. 

197 3 - 1974 Admi ral's Aide/Flag Lieuten ant to a Re ar Admiral . 
Served a s execu t ive a ssistant , with d u ties i nclud i ng 
spee c h writing, p rotoco l mat t e r s, p re s s relations , 
a nd Floti l la watch o f ficer a t sea. 

1970 - 1973 Div i s ion Offi cer, Department He ad abo a rd guided 
missile destr oyer USS SAMPSON (DDG-10). Served a s 
Navigator, Personnel Officer, Legal Officer (1 year); 
Deck Officer (10 months); Gunnery Officer (10 months) . 

OTHER PROFESSIONAL EMPLOYMENT 

Summer 1975 Economist, Raytheon Services Company. Performed 
economic research, analysis and report writing for 
Department of Transporta~ion , wi th focus o n t he 
i nter national economic i mpact o f po t ential changes 
i n the regulation of the automot ive industry . 

Part-time 19 75 . Latin American Teaching Fel l ows Pr o g r am . 

HONORS, AWARDS 

Coordinator o f Semin a r Pr ogram for mid - career Latin 
businessmen and d ipl omats attending F l e t c h e r u n de r 
Fulbr i ght -Fletcher Fel lows Pr ogram. 

Trea sury Depar tme nt - Special Achievemen t Awa r d (1981), Performance 
Award (1979). 

Graduate School - Public Service Fellow (Full Fellowship). 
Military - Vietnam Service Medal, Vietnam Civic Action Medal, 

Naval Achievement Medal, Meritorius Unit Commendation Medal. 
Undergraduate School - Who's Who in American Colleges , and 

Universities, Thomas Moore Craig Leadership Award, Outstanding 
Midshipman Award, Outstanding Senior Award, Dean's List. 

LANGUAGE PROFICIENCY 

Spanish: Working proficiency i n readinc; and wr iting ; limi ted 
speak ing ability . 

PERSONAL 

Age 33, married, one child. 

Home address: 4915 Heritage Court, Annand a l e, Vi r gini a 2200 3 
Phone: (703) 941-4324 

Business address: Room 3425, Treasury Department, 15th Stree t 
and Pennsylvania Ave., NW, Washington, D.C. 20220 

Phone: (202) 566-8286 

REFERENCES 

Will be furnished upon request. 

' l 
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THE WHITE HOUSE 

WASHINGTON 

I :TD'-11 

CABINET AFFAIRS STAFFING MEMORANDUM 

..Y> 
DATE: December~' 1981 NUMBER: 044178CA DUEBY: ______ _ 

Nomination of Mr. Charles H. Dallara to the Position of U.S. 
SUBJECT: Alternate Executive Director to the International Monetary Fund 

ACTION FYI 

ALL CABINET MEMBERS □ □ 

□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 

Vice President 
State 
Treasury 
Defense 
Attorney General 
Interior 
Agriculture 
Commerce 
Labor 
HHS 
HUD 
Transportation 
Energy 
Education 
Counsellor 
0MB 
CIA 
UN 

ACTION FYI 

Baker □ 
Deaver . □ 

Allen □ 

Anderson □ 

Darman (For WH Staffing) 

Jenkins □ 

Gray □ 

Beal □ 

. □ 

□ 
□ 
□ 
□ 
□ 

□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 

□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 

□ 
□ 
□ 
□ 

-----------------------------------------------------------------USTR 

CEA 
CEQ 
OSTP 

□ 
□ 
□ 
□ 
□ 

□ 
□ 
□ 
□ 
□ 

CCNRE/Boggs 
CCHR/Carleson 
CCCT/Kass 
CCF A/McClaughry 
CCEA/Porter 

□ 
□ 
□ 
□ 
□ 

□ 
□ 
□ 
□ 
□ 

. 

REMARKS: The attached should be forwarded to appropriate White House staff. 

RETURN TO: Craig L. Fuller 
Assistant to the President 
for Cabinet Affairs 
456-2823 
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THE WHITE HOUSE 

WASHINGTON 

April 2, 1982 

NOTE FOR SECRETARY REGAN 

FROM: CRAIG L. FULLER 

The President has approved the 
CCEA's recommendation on Hungarian 
Application for Membership in the 
IMB and the attached is forwarded 
for your information. 

- .• , _ -~,s/1..../~,N,/ 
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4/ 2/ 82 Date: _______ _ 

NOTE FOR: SECRETARY DONALD T. REGAN 
Via Craiq L. Fuller 

The President has 

seen □ 

acted upon 9 

commented upon □ 

the attached; and it is forwarded to you for your: 

cc: 

information 

action 

lQ{ and/or 

~ 

Clark 
Files 

Richard G. Darman 
Assistant to the President 

(x-2702) 



THE WHITE HOU 

WASH!NGTON 

Date:_ 

NOTE FOR: SECRETARY 
Vi a Craig 1 

The President has 

seen 

acted upon 

commented upon 

the attached; and it is forwardec 

cc: 

information fil( 

action :g 

Richard G. D: 
Assistant to the l 

(x-2702) 

Clark 
F i les _.,._ __ 

L. 
~, , ---4 / 2 / 82 Date: ...... ·.,..,JL- _____ _ 

NOTE FOR: SECRETARY DONALD T. REGAN 
Via Craig L. Fuller 

The President has 

seen □ 
g: acted upon 

commented upon □ 

the attached; a~d it is forwarded to you for your: 

cc: 

information fil( and/or 

action :g 

· Richard G. Darman 
Assistant to the President 

(x-2702) 

Clark .. ,.,.._ 
Files 



THE WHITE HOUSE 

WASHINGTON 

April 1, 1982 

MR. PRESIDENT: 

The attached is recommended for 
your approval by the Cabinet 
Council on Economic Affairs, 
Paul Volcker, the Office of 
Cabinet Administration, and 
the Office of the National 
Security Adviser. 

Your action is required by 
tomorrow morning -- since the 
Executive Board of the IMF is 
meeting on this matter tomorrow. 

Richard G. Darman 
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MEMOR AN D UM 2241 

T HE W HITE HO U SE L 
• 

WA S H I NGTO N 

April 1, 1982 

MEMORANDUM FOR RICHARD G. DARMAN 

FROM: WILLIAM P. CLARK1._-1!/J;/✓ 

SUBJECT: Hungarian Application for Membershi in the IMF 

With reference to the attached decision memorandum (Tab A), 
I see no reason for further discussion and recommend that 
you forward the memorandum to the President. 

Attachment 
Tab A Decision Memorandum 
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THE WHITE HOUSE 

WASHINGTON 

I 

March 30, 1982 

The Pres ident has seen 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

THE CABINET COUNCIL ON ECONOMIC AFFAIRS 

Hungarian Application for Membership in the IMF 

The International Monetary Fund's Membership Committee has 
completed its technical consideration of Hungary's application 
and has forwarded a draft decision recommending acceptance of 
Hungarian membership and an initial quota of SDR 375 million 
for consideration by the Executive Board and Board of Governors. 
The Executive Board is scheduled to consider this proposal on 
April 2 and, assuming approval, to immediately forward a member­
ship resolution for a mail vote by the Governors for action within 
thirty days. 

The United States therefore must decide now its position on 
this issue. The Cabine·t Council on Economic Affairs considered 
this issue at its March 29 meeting and recommends supporting the 
Hungarian application based on the following considerations. 

1. The Hungarians have fulfilled the obligations of IMF 
membership - the longstanding essential U.S. criterion 
for acceptance into membership - including providing 
detailed economic information to the IMF. 

2. Hungarian IMF membership would provide the U.S. with a 
continuing flow of detailed data on the Hungarian econo­
mic and financial situation and the opportunity, through 
the regular IMF consultation process and in the event 
of an Hungarian IMF program, to influence the evolution 
of Hungarian economic policy. 

3. Hungary has developed an economic system that is more like 
the West than are other Eastern European economies. Deci­
sion making is decentralized and market-oriented, and 
economic units respond to price incentives. 

4. The Hungarian economic situation is substantially differ­
ent from that in Poland. Though Hungary currently faces 
liquidity difficulties, the economy is basically sound, 
and Hungary's economic management is respected by the 
Western financial community. 

5. The IMF members generally strongly favor Hungarian member­
ship. Membership requires only a simple majority vote. 



. . . 

-2-

The U.S. has about 20 percent of the voting power. If we 
attempted to block the membership application we would 
likely fail. Such an effort would inevitably damage our 
negotiations with the Europeans on other East-West and 
IMF-related issues, such as preventing PLO observer status 
at the Annual Meetings. 

6. Hungarian membership, with a quota of SDR 375 million, 
would have only a miniscule impact on U.S. and other 
countries' voting power (the U.S. vote would decline from 
19.68 to 19.56 percent of the total voting power). 

... 

IMF membership does not mean IMF financing. Hungary will not 
have any automatic rights to draw on the IMF beyond its hard cur­
rency payments to the IMF. Suppport for IMF membership thus does 
not entail support for IMF financing for Hungary. 

The main concerns with IMF financing, if Hungary makes a 
request, involve: (1) the adequacy of their proposed adjustment 
program, and (2) the possibility of "leakage" - financing drained 
off to support the Soviets or other East European countries. 
There is, of course, no guarantee that we could prevent leakage. 
And we have expressed our concerns about this potential problem 
to Hungarian financial authorities. Their tight liquidity situ­
ation and their irritation over Soviet withdrawals of hard cur­
rency deposits in Hungary suggest that they will do everything 
possible to prevent leakage. If Hungary does request IMF finan­
cing and the leakage problem arises, we would have legitimate 
grounds for opposing the financing and we could likely obtain 
sufficient support from our allies to prevail. 

Recommendation: The Cabinet Council on Economic Affairs unani­
mously recommends that the United States vote 
in favor of the Hungarian membership application 
at the IMF Executive Board meeting on April 2 
and in the subsequent vote by the IMF Governors. 

Federal Reserve Chairman Volcker, the U.S. Alter­
nate Governor in the IMF, strongly concurs with 
this recommendation. 

Approve Disapprove 

~ 
Donald T. 

ro Tempore 

V 



MEMORANDUM FOR 

FROM: 

SUBJECT: 

Craig Fuller 

THE SECRETARY OF COMMERCE 
Washington, D.C. 20230 

APR 2 1982 

Assistant to the President 
for Cabinet Affairs ~ ./ 

Secretary of Cornmerce Y )-f ~ 

Cabinet Affairs Staffing Memorandum 
Number 044407CA re Hungarian 
Application for Membership in the IMF 

We concur with the recommendation to the President 

favoring approval of Hungary's application to 

membership in the IMF. 



DEPARTMENT OF HEALTH&. HUMAN SERVICES 

April 2, 1982 

NOTE TO CRAIG "L. FULLER 

FROM: 

ASSISTANT TO THE PRESIDENT 
FOR CABINET AFFAIRS 

MARY FRANCES LOWE t 
EXECUTIVE SECRETARY 
DEPARTMENT OF HEALTH AND HUMAN SERVICES 

Office of the Secretary 

Washington, D.C. 20201 

We have no comment on the Hungarian Application for 
Membership in International Monetary Fund. 



THE WHITE HOUSE 

WASHINGTON 

April 1, 1982 

NOTE FOR RICHARD G. DARMAN 

FROM: CRAIG L. FULLER c7' 
Re: ijJ,mgar-ian pplication 

for Membership in IMF 
044407CA 

We have received no objection 
to Hungarian membership in the 
IMF from any of the Departments. 

I recommend that the attached 
go to the President for signature 
tonight as long as NSC approves. 
If it is signed tonight, we can 
notify the appropriate parties 
at home and overseas tomorrow. 

Ws 
\ 



044407CS 
Document No. _____ _ 

WIIlTE HOUSE STAFFING MEMORANDUM 

DATE: ___ 4/_l_/_8_2 __ ACTION/CONCURRENCE/COMMENT DUE BY: __ l_O_:_o_o_a_. m_. __ 4_/_2_/_8 2 

SUBJECT: _H_U_N_G_A_R_I_A_N_A_P_PL_IC_A_T_I_O_N_F_O_R_M_E_M_B_E_R_S_H_I_P_I_N_T_H_E_IM_F _________ _ 

ACTION FYI ACTION FYI 

VICE PRESIDENT D D GERGEN D D 

MEESE D D HARPER D D 

BAKER D D JAMES D D 

DEAVER D □ JENKINS □ □ 

STOCKMAN □ D MURPHY D □ 

CLARK CJ-h . tf/J )( D ROLLINS □ □ 

DARMAN DP □ss WILLIAMSON D □ 

DOLE □ D WEIDENBAUM □ D 

DUBERSTEIN □ D BRADY /SPEAKES D □ 

FIELDING □ D ROGERS □ □ 

FULLER o.~. □ □ □ □ q 

Remarks: 

The Cabinet Council on Economic Affairs has reviewed the question of 
Hungary's application to the International Monetary Fund. The attached 
decision memo recommending a U.S. vote in favor of Hungarian mernBership 
should go forward to the President tomorrow, April 2, 1982, unless 
there is a reason for further discussion. 

Response: 

Richard G. Darman 
Assistant to the President 

x2 2 





THE WHITE HOUSE 
WASHINGTON 

CABINET AFFAIRS STAFFING MEMORANDUM 

March 31, 1982 044407~ CS 
DA TE: --Mfo.,.,a....,11 ..... 9-a-r--i-a-11-A-p-p 1 ica~MP~r--r--ie-n..1.th-e-r-s ... 1--d--p--'i--n- the fmE BY: 

10 a.m. April 1 
Thursday 

SUBJECT: ____________ --,-__________________ _ 

A✓ FYI ACTION FYI 

ALL CABINET MEMBERS □ Baker □ □ 

Vice President □ □ 
Deaver □ □ 

State □ □ Anderson □ □ 
Treasury □ □ Clark 

~ □ Defense □ □ :> Darman (For WH Staffing) □ Attorney General □ □ -
Interior □ □ Jenkins □ □ 
Agriculture □ □ Gray □ □ 
Commerce □ □ Beal □ □ Labor □ □ 
HHS □ □ □ □ 
HUD □ □ □ □ Tranc;portation □ □ 
Ene··gy □ □ □ □ 
Edu~·· tion □ □ □ □ 
Cou ;isellor □ □ □ □ OM3 □ □ 
CIA □ □ □ □ 
UN □ □ ---------USTR □ □ 

□ □ ---------------------- ----------- ---------· 
CCNRE/Boggs 

CEA □ □ CCHR/Carleson □ □ 
CEQ □ □ CCCT/Kass □ □ OSTP □ □ 

□ ' □ □ □ CCF A/McClaughry .,, , ) 

□ □ CCEA/Porter □ - □ 

REMARKS: 

The Cabinet Council on Economic Affairs has reviewed the question of 
Hungary's application to the International Monetary Fund. The attached 
decision memo recommending a U.S. vote in favor of Hungarian membership 
should go forward to the President tomorrow, April 1, 1982, unless there 
is a reason for furthe discussion . 

RETURN TO: 

.; 

Craig L. Fuller 
Assistant to the President 
for Cabinet Affairs 
456-2823 



THE WHITE HOUSE 
WASHINGTON 

CABINET AFFAIRS STAFFING MEMORANDUM 

March 31, 1982 044407CA 
DA TE: --H""a""11.,..,g ..... a.,..r-+i-.a""11-A .... p~p 1 i cat&JMP~r----11r, .... i:e"'"'m'"'""be~1 .... s""t...-1i .... p....--1 .... · n- the £HE BY: 

10 a.m. April 1 
Thursday 

SUBJECT: _______________________________ _ 

ACTl3/ FYI 

ALL CABINET MEMBERS ~ □ 

Vice President/Jo N-il., □ 
✓state~~ ·· r I D 
✓Treasury~""'--' □ 

Defense obj .t..d--.. □ 
'\~homey Generalt'\Oto--.,D 

L Yfnterior ~ r □ 
- ~griculture µ C) /\Lf.L., □ 

..,....VCommerce ~ f □ 
Jv-t.,·,ot-ibor t.fo AfA1~- □ 

HSt\OCb~~ □ 
UD~I~:~ □ 

- Vfransportation~J □ 
~nergy~~ □ 

-t:ducation r-.. i,~ □ 
✓counsellor~ r □ 
✓,0MBJl..ou1>1~ □ 
vCIA~ □ 

□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 
□ 

,UN-M~ □ □ 
v'USTR Ju> n~ ' ~ □ □ 

--------------------------------~/ . ·-------------------------------· 

REMARKS: 

CEA 
CEQ 
OSTP 

□ 
□ 
□ 
□ 
□ 

□ 
□ 
□ 
□ 
□ 

ACTION FYI 

Baker □ □ 
Deaver □ □ 
Anderson □ □ 
Clark 

~ □ Darman (For WH Staffing) □ 
Jenkins □ □ 
Gray □ □ 
Beal □ □ 

□ □ 
□ □ 
□ □ 
□ □ 
□ □ 
□ □ 

-------------------------------------------------------------------------
CCNRE/Boggs 
CCHR/Carleson 
CCCT/Kass 
CCF A/McClaughry 
CCEA/Porter 

□ 
□ 
□ 
□ 
□ 

□ 
□ 
□ 
□ 
□ 

The Cabinet Council on Economic Affairs has reviewed the question of 
Hungary's application to the I nternat ional Monetary Fund. The attached 
decision memo recommending a U.S. vote in favor of Hungarian membership 
should go forward to the President tomorrow, April 1, 1982, unless there 
is a reason for further discussion. 

RETURN TO: Craig L. Fuller 
Assistant to the President 
for Cabinet Affairs 
456-2823 



MEMORANDUM 

TO: 

FROM: 

SUBJECT: 

DEPUTY UNITED STATES TRADE REPRESENTATIVE 
EXECUTIVE OFFICE OF THE PRESIDENT 

WASHINGTON , D.C. 20506 
202-395-5114 

April 1, 1982 

Craig L. Fuller, 
Assistant to the President 

for Cabinet Affairs 

Ambassador David R. Macdonal~ 
Deputy United States 

Trade Representative 

Cabinet Affairs Staffing Memorandum l044407CA 
-- Hungarian Application for Membersfiip~in the 
IMF. 

USTR has no objections with regard to the above-referenced 
memorandum. 

Attachment 

cc: Ms. Barbara Mack 



,. 

MEMORANDUM 

THE ~ HITE HOUSE 

WASHINGTON 

April 1, 1982 

MEMORANDUM FOR RICHARD G. DARMAN 

FROM: WILLIAM P. CLARK~~ 

2241 

SUBJECT: Hungarian Application for Membership in the IMF 

With reference to the attached decision memorandum (Tab A), 
I see no reason for further discussion and recommend that 
you forward the memorandum to the President. 

Attachment 
Tab A Decision Memorandum 

.. - J h :S 





044407CS 
Document No. _____ _ 

~ HOUSE STAFFING MEMORANDUMURGENT 
O? APR l Pl . 36 ,· 

DATE: __ 4_/_l_/_8_2 __ ACTION/CONCURRENCE/COMMENT DUE BY: ----------10:00 a.m. 4/2/82 

SUBJECT: HUNGAEIAN APPLICATION FOR MEMBERSHIP IN THE IMF 

ACTION FYI ACTION FYI 

VICE PRESIDENT □ □ GERGEN □ □ 

MEESE □ □ HARPER □ □ 

BAKER □ □ JAMES □ □ 

DEAVER □ □ JENKINS □ □ 

STOCKMAN □ □ MURPHY □ □ 

CLAU □ ROLLINS □ □ 

DARMAN DP oss WILLIAMSON □ □ 

DOLE □ □ WEIDENBAUM □ □ 

DUBERSTEIN □ □ BRADY /SPEAKES □ □ 

FIELDING □ □ ROGERS □ □ 

FULLER □ □ □ □ 

Remarks: 

The Cabinet Council on Economic Affairs has reviewed the question of 
Hungary's application to the International Monetary Fund. The attached 
decision memo recommending a U.S. vote in favor of Hungarian membership 
should go forward to the President tomorrow, April 2, 1982, unless 
there is a reason for further discussion. 

Response: 

Richard G. Darman 
Assistant to the President 

x2 
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OHIC I- 0~ THE:. SECRETARY OF DEFENSE 

WA',ltlNGTON . 0 C 20301 

April 1, 982 

MEMORANDUM FOR Mr. Craig L. Fuller 
Assistant to the President 

for Cabinet Affairs 

ication for Membersh pin the IMF 
CA ) 

The Department of llcfense has no commen 
m~mo and concurs in forwarding to the Presid 

• 

the subject 

.. 

i: 
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! 
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I 
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. ···---------------------

Ill I IVERY 
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D lff>I D FOH NOR~AL DUTY HOURS 

~ IMMI-.IJIA I FI.Y ' 
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- -
OFFICE OF 

THE ATTORNEY GENERAL 

To: 

From: 

Re: 

4/1/82 

Adele 
Office of Assistant to 

the President for 
Cabinet Affairs 

Ida Cerra 
Office of the Attorney General 

Hungarian Application for 
~ership in the IMF 

This will confinn the adv:itce I gave 
you on the telephone on April 1, 1982, 
that the Office of the Attorney General 
had no ccmnent to make in regard to the 
above-indicated paper . Per Ken Starr, 
Counselor to the Attorney General. 



US.Department of 
Transportation 
Office of the Secretary 
ot Transportation 

MEMORANDUM TO: 

FROM: 

APR I 1982 

CRAIG FULLER 
ASSISTANT TO THE PRESIDENT 

FOR CABINET AFFAIRS 

RALPH STANLEY G.}~; ~ 
SPECIAL ASSISTAN~ Cf''-(' 

TO THE SECRETARY 

We have reviewed Hungary's application to the International 

Monetary Fund and have no objections. 

400 Seventh St. , S.W. 
Washington, D.C. 20590 

... 

, 



Department of Energy 
Washington, D.C. 20585 

MEMORANDUM FOR CRAIG L. FULLER 

April 1, 1982 

Assistant to the President 
for Cabinet Affairs 

SUBJECT: Hungarian Application for Membership in the IMF 

Confirming the March 31 telephone conversation with Adela Gonzalez , 
the Department of Energy concurs in the submission of the Hungarian 
IMF paper to the President as circulated. 

fl/~ fen C. Rusche 



THE SECRETARY OF HOUSING AND URBAN DEVELOPMENT 
WASHINGTON, D.C. 20410 

April 1, 1982 

Memorandum to: The Honorable 
Craig L. Fuller 

From: 

Re: 

Assistant to the Preside? J 
for Cabinet Affai~ ! \ 

Samuel R. Pierce, Jr. ~ 
( 

Cabinet Affairs Staffing Memorandum 
Number 044407CA - Hungarian Applica­
tion for Membership in the IMF 

Confirming a telephone conversation with your 

office, I concur with the recommendation of the 

Cabinet Council on Economic Affairs regarding the 

above referenced matter. 



--
THE WHITE HOUSE 

WASHINGTON 

April 1, 1982 

NOTE FOR RICHARD G. DARMAN 

CRAIG L. FULLER ~ 

Re: Hungarian Application 

FROM: 

for Membership in IMF 
044407CA 

We have received no objection 
to Hungarian membership in the 
IMF from any of the Departments. 

Lecammend the ..ttached 
~ to th · gnact-l:H!e 
~anigh as long prove~. 
If it is signed tonight, we can 
notify the appropriate parties 
at home and overseas tomorrow. 



TO: 

MfMORANDUM 
OF CA(L 

~ U WERE CALLEO BY- 0 YOU WERE VISITED BY-

.I~ 
OF (Oraanization) 

D . PHONf{::=n 
PLEASE CALL - CODE/EXT. _ ________ _ 0 FTS 

0 WILL CALL AGAIN O IS WAITING TO SEE YOU 

0 RETURN ED YOUR . CALL 0 WISH ES AN APPOINTMENT 

MESSAGE 

RECEIVED BY DATE 

63-109 SWIDARD fORII 63 (Rev. 8-76) 

* U. S. G.P . O. 1982 - 361 - 529 / 129 
Prescribed by GSA . 
FPMR (41 CFR) 101-11.6 

MEMORANDUM _ 
OF CALL . 

OF (Oreanization) ·--:z:------t--l_L.i_/\.,~~ 
~ LEASE CALL_ PHb NE No.~ --=----=-=---r---,r---- --

--,;:- . CODE/EXT.. . . 0 WILL CALL AGA IN ___ .:.__ ____ □ FTS 
0 IS WAITING to SEE YOU 

0 RETURNED YOUR CALL D WISHES AN APPOINTMENT 
MESSAGE 

RECEIVED BY 

63 109 

* U. S. G. P . O. 1982- 36 1- 529 / 129 

DATE I TIME 

f ~ STANDARD fORII 63 6.; ) 
Prescribed by GSA Rev. 8-76) 
FPMR (41 CFR) 101-11.6 

MEMORA!lll>"'l.,.,,.:..---.,. 
OF CALL 

TO: 

~ WERE CALLEO BY- 0 YOU WERE VISITED BY-

. ~e__ . 
OF . (Oreanization) 

□ PHONE NO. PLEASE CALL - CODE/EXT. _________ _ 0 FTS 

IS WAITING TO SEE YOU 0 WILL CALL AGAIN 0 
0 RETURNED YOUR CALL 0 WISHES AN APPOINTMENT 

MESSAGE 

RECEIVED BY DATE I TIME 

63-109 

* U. S. G. P . O. 198?- 36 1- 5?9 / 129 

STANDARD fORII 63 (Rev. 8-76) 
Prescribed by GSA 
FPMR (41 CFR) 101-11.6 

TO: 

MEMO~DUM 
OF CALL .........,.. 

~U WERE CALLED BY- 0 YO.U WERE VISITED BY-

) fJE -z_ 
OF (Oraanization) 

~~E~ 0 S 0 PLEASE CALL- CODE/EXT.__ ________ FT 

D WILL CALL AGAIN D IS WAITING TO SEE YOU 

D RETURNED YOUR CALL □ WISHES AN APPOINTMENT 

MESSAGE 

LfJv-~ 

RECEIVED BY 

63-109 

* U. S . G.P .O . 1982- 361 - 529 / 129 



TO: 

□ YOU WERE VISITED BY-

O=:F=----:::(O-,ll-1t--.JnizLula:tt---tioµ.t\ . .,-!--1_~:s:.~::_~~..==--.it__::: =c..,..=~---========= 
□ PLEASE CALL - ~~g~JJ't 
□ WILL CALL AGAIN 

--------- □ FTS 

□ IS WAITING TO SEE YOU 

□· RETURNED YOUR CALL □ WISHES AN APPO INTMENT 

MESSAGE 

UY°lUJJv 

REC~IVED BY 

63-1 09 

* U. S . 

MEMORANDUM 
Of CALL 

TO: 

CJY1 o '+'ll/0 7 CA 

IV:o 7 
bed bJ GSA 63 (Rev. 8-76) 

(41 CFR) 101-11.6 

D 
YOU WERE VISITED BY-

OU WERE CALLED BY j _,. '!!::: 
]1<.1 A)~~ ------

OF (Orsanization) ~ l 
PHONE NO- D FTS 
CODE/EXT. --- --------D PLEASE CALL -

0 wiLL CALL AGAIN 

D RETURNED YOUR CALL 

MESSAGE 

RECEIVED BY 

□ IS WAITING TO SEE YOU 

D WISHES AN APPOINTME".'T 

PTIICribed' i,, GSA 
63-109 
O u.s. G. P . 0 . 1982 - 361- 529 / 1 29 

FPIAR (41 CFRl 101-11-6 

TO: 

MEMORAKDUM 
OF CALL 

OU WERE CALLED BY-

O, (O'S•••m•••I~ 

D YOU WERE VISITED BY-

□ PLEASE CALL - PHONE NO. CODE/EXT. □ FTS 
□ WILL CALL AGAIN -□---------IS WAITING TO SEE YOU 

□ RETURNED YOUR CALL □ WISHES AN APPOINTMENT 

MESSAGE 

RECEIVED BY I TIME 

63-109 

* U. S . G. P . O. 1982 - 36 1- 52 9/ 1 29 
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CLF: 

---
THE WHITE HOUSE 

WASHINGTON 

April 1, 1982 

Re: Hungarian Application 
for Membership in IMF 
044407CA 

Concur: State, Treasury, DOD, 
Interior, Commerce, HUD, 
DOT, Energy, Counsellor, 
CIA 

No objection: USDA, QSTR 

No comment: AG, HHS, 0MB 

No reply: VP, USDA, Labor, UN 

A. 
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UNCLASS!f1ci) UP01 l f'E , A 
OF CLASSIFIED ENCLOSURE:(S) 
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\NASHFAX A■C■lf)T. 
T TE OEPARTMENT 0~ aTA!'ta 

S/S # ..._ _________ _. ~ 

MESSAGE NO. __ 0_0_3_8_7 __ CLASSIFICATION _______ a ____ No. P.,.. __ 4_ -~·· -~ 
. ,.:,·. ~ 

FROM: A. Adams 
(Officer nanv) 

S/S 
(Office symbol} 

28448 7224 i . :.; 

(Exi.mlon} (Room nu,,.,} . _; .. --MESSAGE DESCRIPTION ___ Memo for Craig Fuller re Hungariar, Application 

for Membership in the IMF 
. . ~ .. 

TO: (Agency} DELIVER TO: Extanalon 

White House Craig Fuller 456-2823 

FOR: CLEARANCE□ INFORMATION□ PER REOOEST □ 

Room No. 

. 
-

~ .. _.. . tr t; 
. t · . ...; -------·-··-'-'·-. 

c0MMENt0' 
1: ... .,.; .,. 
... . -t 
; ,"""! 
~ . ·-+ ,- ~ .. 
,. ;, 

. -REMARKS: ____________________________ _ 

• 
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. ,. 

SIS Officer·. ,: .. : 
- -~F-~~~~~--- ----1 ' ' .: ..... ! 

• • i-• • 

- ~~~~-E 
., , . J.T .. ►.~ 
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·,--.___ ~ V-""" --The U.S. h~s about 20 percent of the votin g power • . I!'w 
c1ttempted t.o block. the membership applicat ion we would . 

~ ............ ..... . - likely fail. Such an effort would inevitably dl.Llna90 our ... .,...,._,....._ 
I negotiations with the Europeans on other EaG t-West and 

IMF-related issues, such as preventing PLO observer status 
at the Annual Meetings. 

6. - Hungarian membershlp,. with a quota of SOR · 375 million,--. ··:-.• -..... 
would have only a miniseule impact on U.S. and oth♦~ 
countriea• voting power (the U.S. vote would deolin• troa 

. 19.68 to 19.56 percent of the total voting power). 

IH.F membership does not ln!!ari :tKF financing. Hungary vill not 
~ve any automatic rightsto draw on the IMP' boyond its hard c-u~ 

.· re~y payment• to the IMF. Suppport for I.MF membership thua doe• 
. not/\e~lr;-aupport for IMP' fi"nancing for Hungary. 1W i ·. 

~ ~ (~ . 

The main concerns with IMF financing, it Bung&ry,\ maku • 
r(!quoat, involve: (1) the adoquaey of their proposed adju9tz:u~nt 
program, and (2) the possibility ot •1eaJta9a• - financing dra1ne4 
off to support the Soviets or other East European cou.ntrioa. 
There is, of course, no guarantee that we could prevent lo ~T.aqei, · . · • 
And'~taave l!xpresaecLogr_conco · . j·eotlal problq ·· ·- .. ·-- · 

f1:Q_J!yn_gnd IQ fin.,ncw-1-ettthor-i.tie·s-;: :t'heir tight liquidity 31 tu- · 

, 
I 

I ation and their irritation over Soviet withdrawals of bard c ur- u_•~~-~ • 
-rency deponits in Hungary suggest that t.he/( .rt1r·ac> eveiyt.h in-g--r:-,-, 
po~~ible to prevent leakage. If Hungary does request I.HF !inan- ... : 
cing an~hs leaka.qe-f>roblem aria••· we wo~ld ha.~ legiti~~te- . . 

! . g _rou.nds~:°ppos-ing the fi-na.nciDCJ an• we could 1 ilceJv obt.11.!..n. 
f suff.io¼ suppott from our allies to pzeoail. 

, Recommenda ions The Cabinet Council .on Economic Affair• un ani­

r 
I 

mously recom!nand• that the United State ■ vote 
in favor of the Hungarian membership applioation 

... .. 

.. f . - at the IMF Exrcutive Boar4 meetinq on April 2 - • ~---~ 
and in the subsequent vote by the I.MF Governo(•• · · : · - • 

i Federal Reserve Chairman Volcke r, the U.S • 
nate Governor in the XMF. strongly concur• 
this recommendAt.ion. 

Approve Disapprove 

.. . . . . .. ~ .. , ..... .. .. •·~: .. ............ - . . ..... 
i ..... ··- . ·-1 V IIM• -•;:.·_ -:-·· 

. ....... •• :,- ·-· 

....... , ... 

I 
; .· ·-
~,.. . 
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THE WHITE HOUSE 

WASHINGTON 

March 30, 1982 

The President has seen 

MEMORANDUM FOR THE PRESIDENT 

FROM: THE CABINET COUNCIL ON ECONOMIC AFFAIRS 

SUBJECT: Hungarian Application for Membership in the IMF 

The International Monetary Fund's Membership Committee has 
completed its technical consideration of Hungary's application 
and has forwarded a draft decision recommending acceptance of 
Hungarian membership and an initial quota of SDR 375 million 
for consideration by the Executive Board and Board of Governors. 
The Executive Board is scheduled to consider this proposal on 
April 2 and, assuming approval, to immediately forward a member­
ship resolution for a mail vote by the Governors for action within 
thirty days. 

The United States therefore must decide now its position on 
this issue. The Cabinet Council on Economic Affairs considered 
this issue at its March 29 meeting and recommends supporting the 
Hungarian application based on the following considerations. 

1. The Hungarians have fulfilled the obligations of IMF 
membership - the longstanding essential U.S. criterion 
for acceptance into membership - including providing 
detailed economic information to the IMF. 

2. Hungarian IMF membership would provide the U.S. with a 
continuing flow of detailed data on the Hungarian econo­
mic and financial situation and the opportunity, through 
the regular IMF consultation process and in the event 
of an Hungarian IMF program, to influence the evolution 
of Hungarian economic policy. 

3. Hungary has developed an economic system that is more like 
the West than are other Eastern European economies. Deci­
sion making is decentralized and market-oriented, and 
economic units respond to p r ice incentives . 

4. The Hungarian economic situation is substantially differ­
ent from that in Poland. Though Hungary currently faces 
liquidity difficulties, the economy is basically sound, 
and Hungary's economic management is respected by the 
Western financial community. 

5. The IMF members generally strongly favor Hungarian member­
ship. Membership requires only a simple majority vote. 
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The U.S. has about 20 percent of the voting power. If we 
attempted to block the membership application we would 
likely fail. Such an effort would inevitably damage our 
negotiations with the Europeans on other East-West and 
IMF-related issues, such as preventing PLO observer status 
at the Annual Meetings. 

6. Hungarian membership, with a quota of SDR 375 million, 
would have only a miniscule impact on U.S. and other 
countries' voting power (the U.S. vote would decline from 
19.68 to 19.56 percent of the total voting power). 

IMF membership does not mean IMF financing. Hungary will not 
have any automatic rights to draw on the IMF beyond its hard cur­
rency payments to the IMF. Suppport for IMF membership thus does 
not entail support for IMF financing for Hungary. 

The main concerns with IMF financing, if Hungary makes a 
request, involve: (1) the adequacy of their proposed adjustment 
program, and (2) the possibility of "leakage" - financing drained 
off to support the Soviets or other East European countries. 
There is, of course, no guarantee that we could prevent leakage. 
And we have expressed our concerns about this potential problem 
to Hungarian financial authorities. Their tight liquidity situ­
ation and their irritation over Soviet withdrawals of hard cur­
rency deposits in Hungary suggest that they will do everything 
possible to prevent leakage. If Hungary does request IMF finan­
cing and the leakage problem arises, we would have legitimate 
grounds for opposing the financing and we could likely obtain 
sufficient support from our allies to prevail. 

Recommendation: The Cabinet Council on Economic Affairs unani­
mously recommends that the United States vote 
in favor of the Hungarian membership application 
at the IMF Executive Board meeting on April 2 
and in the subsequent vote by the IMF Governors. 

Federal Reserve Chairman Volcker, the U.S. Alter­
nate Governor in the IMF, strongly concurs with 
this recommendation. 

Approve Disapprove 

~ 
Donald T. R~ 

ro Tempore 




