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Dear Bob: 

On behalf of the President, I would like to thank you for 
your recent ,recommendation of Dr. Paul Freedenberg for 
appointment ~o the position of U.S. Executive Director to 
the International ,Monetary Fund. 

We very much welcome your interest in contacting us in 
this regard, and have taken tne liberty of sharing your 
strong endorsement of Dr. Freedenberg with the appropriate 
officials wi~hin the Office of Presidential Personnel. 
Rest assured that your interest in this post wilI be 
afforded careful review and consideration. 

With best wishes, 

The Honorable . Robert H. 
Republican Leader 
House of Representatives 
Washington, D.C. 20515 

MBO/KRJ/JFCF 
MBO-55/H 

cc: w/copy of inc. to Kathie '. Regan for 
action 

. 
WH RECORDS MANAGEMENT HAS 



' . . .. ; 
ROBERT H. MICHEL 

18nc DIS'1111CT, ILUNOla 

;i; 371CJ ... 
H-232, THE CAPITOL 

WASHINGTON, D .C. 20515 
225-0eOO ~ 

c9ffict of tbe l\epublican 1:tabtr 
llnittb 6tattl J,oult of l\tpttltntatibtl 

lilalf,ington, 39.-=. 20515 

July 30, 1984 

The Honorable Ronald W. Reagan 
President of the United States 
The White House 
Washington, D.C . 20500 

Dear Mr. President: & 
. I am writ}.{1.g to support Senator Ga s recormnendation for the 

appointment o{l.Dr . Paul Freedenber g to e position of U.S. Executive 
Director to the International Monetary Fund. 

As you well remember, the legislative effort to increase the quota 
for the IMF was a long and arduous one. Its final passage depended on 
key staff people in both the House and Senate supporting the Administra­
tion's position and providing vital information to the principals 
involved in the debate. Paul Freedenberg was one of those key staff 
people, and the results speak for themselves. 

I believe Dr. Freedenberg is an excellent candidate for U.S. 
Executive Director, and I hope you will seriously consider appointing 
him to this position. 

RHM:lsk 
Encl. 

' ·chel 
an Leader 



CURRENT 
POSITICN 

EXPERIENCE 
1981 -
present 

1979-
19fU 

1977-
1979 

1977 

. 
June 18, 19'84 

RESUME FOR 
-

Paul Freedenberg 

Staff Director, Subconmittee on International Finance and Monetary 
Policy, U.S. Senate Banking Comnittee, January 1981-present. The 
International Finance and Monetary Policy Subconunittee, with John Heinz 
as Chairman, has jurisdiction over u.s. export policy, international 
banking, and international m::>netary relations. 

Member of the President's Export Council Subconunittee on Export Administration. 

Drafted bill, prepared hearings, wrote report, staffed Conunittee 
and floor debate and played leadership role regarding legislative strategy for 
the Export Administration Act Amendments of 1983; the International Monetary 
Fund quota increase; the Export-Import Bank Amendments of 1983; the Export 
Trading Company Act of 1982, which passed the Senate by a vote of 
93-0 on April 8, 1981 and was signed into law on October 8, 1982; the Foreign 
Corrupt Practices Act amendments, and Export Administration Act Amendrrents of 
1981. •Also prepared hearings on the following issues: Polish Debt, Iranian 
Assets Settlement, u.s. Trade Policy, Barriers to Trade . in Goods and Services, 
u.s. Export Control Policy, Trans-Siberian Gas Pipeline·~-·Exirnbank Policies, 
and Conpetitive Export Financing Act of 1981. 

As Minority Counsel to the International Finance Subcanmittee, prepared 
legislation, hearings, and segments of reports on issues within the 
Subcorranittee's jurisdiction. Shared· staff responsibility for the 
following bills: 
- the Export Trading Company Act of 1980; 
-- the Export Administration Act of 1979; 
- the Bretton Woods Agreement Act Amendments of 1980; 
- annual legislation authorizing appropriations to the Treasury 

Department for international affairs functions. 

Staffed a~ helped organize Subcorranittee aoo full Banking Conunittee 
. hearings on U.S. export competitiveness, export financing, East-West 

trade, agricultural exports, international debt, petrodollar recycling, 
foreign exchange trading, the freezing of Iranian assets, trade and 
technology transfer in electronics and steel industries, the embargo on 
grain sales to Russia, and the competitiveness of the u.s. auto industry. 

Organized hearings on public policy implications of foreign takeovers 
of u.s. banks. Subsequently, composed and guided legislation through 
to law which dealt with this problem on a comprehensive basis. 

Minority Professional Staff, U.S. Senate Banking Conunittee. 
Areas of responsibility included Defense Production Act, 
civil defense, defense procurement and contracting practices, Strategic 
Stockpiles, Renegotiation Act, Cost Accounting Standards, International 
Emergency Powers Act, Federal financing and credit programs, and 
macro-economic policy. 

Was chief strategist in the two-year battle to dismantle the Renegotiation 
Board. Organized hearings, wrote legislation and report, composed 
arguments and amendments to Appropriations Act and was principal staff 
for final floor battle. May 1977 through March 1979. 

Minority Counsel, U.S. Congress Joint Conunittee on Defense Production, 
duties same as above. 
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1977 

1970-
1975 

1969-
1970 

PUBLICATICNS 

FORMAL 
EOOCATICN 

PERSONAL 

REFERENCES 

r 
Legislative Assistant to u.s. Senator J. Bennett Johnston of Louisiana. 
Responsibilities included foreign and national security policy, 
international trade, foreign operations appropriations, U.S. Trusts 
and Territories, and international energy problems. 

Assistant Professor of Political Science, Tulane University, New Orleans, 
La. Responsibilities included courses in u.s. foreign and security 
policy, international relations, arms control, and foreign 
policy decision-making. 

Lecturer at the University of Chicago (Downtown Center), 
three quarters course on u.s. Policy in Vietnam. 

"High Technology and the Export Administration Act," in Michael R. Czinkota, 
Ed., Export Controls (New York: Praeger, 1984), pp. 169-176 

"U.S • .Export Controls: Issues for High Techoology Industries," 
National Journal (December 18, 1982), pp. 2190-2193. 

. ~ ... ,. 
"Oil and International Politics in the 1970s," in R. Ebel and H. 
Hrubecky, Eds., Perspectives .Q!1 the Energy Crisis (New Orleans, 1976). 

Co-author with Jake Garn, "Let's Not Risk Our Technology," The Washington Post 
(April 11, 1984) 

__ "Technology Transfer and Our Allies," Christian Science Monitor, 
· ( February 23, 1984). · 

__ "Soviet Project Involves High Stakes for Europe, U.S.," 
Los Angeles Times (August 24, 1982). 

"Questions About the Soviet Gas Pipeline," .!1ill Street Journal 
(May 20~ 1982). 

Co-author with John Heinz, "The Law That Cost Businessmen $2 Billion Abroad," 
Philadelphia Bulletin (January 17, 1982). 

-- "Our Foreign Trade," Business America (November 19, 1979), 
Inside Cover Editorial. 

-~ "Let's Stop Inpeding Our Foreign Trade," Dravo Review (Fall, 
1979), pp. 8-11. 

__ "Foreign Takeover of U.S. Banking," The Journal of the Institute 
for Socioeconomic Studies (Autumn, 1979), pp. 1-10. 

__ "The Threat of Foreign Banking," New York Times (July 22, 1979). 

University of Chicago, Ph.D., 1972, in Political Science and International 
Relations, National Aeronautics and Space Administration Fellow, 1967-1970, 
University of Illinois, B.A., 1965 with Distinction and Honors. 

Age 41, Married, Two Children, American Citizen, Address SD-534 Dirksen .. s.o.B., 
Washington, o.c., Phone (202) 224-0891. 

Given upon request. 
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Thomas J. Healey 

;). 3°J1;1J./P]) - j I 

I TO )/,t./ 

~ 



' • 
84-8042 

NOT FOR RELEASE BEFORE DELIVERY 
at 2:00 P.rt. EDT 
Monday, June 4, 1984 

Remarks by J. de Larosi~re 
Managing Director of the International Monetary Fund 

before the International Monetary Conference 
P~iladelphia, June 4, 1984 

I greatly welcome the opportunity to participate in t his year's 
Int ernat i onal Monetary Conference. The theme of this session--the Role 
of t he Commercial Banks in the Prospective World Environment--is a broad 
and import ant one. I shall begin my remarks by taking stock of the 
progres s-- the very considerable progress--that has been achieved over the 
past year and a half in managing the debt problems. Next, I shall explain 
why the resolution ·of these problems can be viewed today with greater 
confidence than a year ago, in spite of some important difficulties 
which need to be tackled. Finally. I want to draw the lessons of recent 
experience for future policies and action on the part of governments and 
the commercial banks. 

I. Managing the debt problems: progress to date 

I need hardly remind this audience that the debt crises that erupted 
less than two years ago posed a real threat to the integrity of the inter­
national financial and trading system. There was a great deal of pessimism 
at that time. ~ome people felt that the burden of debt servicing facing 
a number of countries--including some of the largest debtors--simply 
could not be managed in a world marked by deep recession, historically 
high i nterest rates, and a sharp curtailment of commercial lending. 

Rut the skeptics have been proved wrong. Developments over the past 
eight een months have been encouraging. The various authorities and insti­
tutions responsible for international finance responded swiftly and 
deci~ively to the crisis. A cooperative strategy was set in place 
comprising two essential elements: 

- concrete steps on the part of indebted countries to address the 
root causes of their financial difficulties by means of what we call 
"adjustment programs," 

- and concerted action on the part of the international financiers 
t o mai ntain financ i al flows in support of those adjustoent efforts. 

The strategy has worked well. Let me give you the highlights. 

1. Adjustment 

Nearly all of the problem countries have sou~ht the assistance of 
the Fund in drawing up and helping to finance adjustment programs. These 
programs are designed to correct the Yeaknesses in demand managenent and .. 
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to remove or reduce the rigidities and distortions that have contributed 
to the problems. They have to be carefully tailored to the specific 
circumstances of each case. But they have one objective in common: that 
is, to restore a viable external payments position within a few years. 

The external adjustment that has taken place has been dramatic. 
Take the Latin American countries, for example, where much of the atten­
tion and concern has been directed: countries in that region with Fund­
supported programs saw their combined external current account deficit 
coming down from $41 billion in 1981 to $11 billion las·t year while 
their trade accounts shifted from a deficit of $7 billion to a surplus 
of $24 billion. More generally, all the non-oil developing countries 
taken together cut their combined external deficit by half durin~ those 
two years--from a record high of nearly $110 billion in 1981 to 
$56 billion last year. It is true that much of this external adjustment 
involved sharp cuts in imports and growth for many countries that are 
not sustainable. But a much more severe adjustment would have been 
inevitable in the absence of the Fund's programs; and the actions of the 
governments concerned with the Fund's support have helped to bring about 
the reduction in external deficits to more viable levels in a much more 
orderly manner than would otherwise ·have been possible. And it has been 
achieved without a further increase in trade restrictions which would 
have been detrimental to the prospects for growth in these countries. 
In fact, in some cases such restrictions have begun to be scaled down 
and these countries are now in a better position to resume growth. 

2. Financing 

The second element has been to keep financial flows moving. The 
greatly increased activity of the Fund in negotiating adjustment programs 
has involved a substantial growth in its financing. Since the middle 
of 1982, the Fund has lent some $22 billion in support .of adjustment 
in 66 member countries. A further $8 billion of commitments are out­
standing in support of the 34 programs that are presently in place. 
Because-they have been linked to adjustment, these amounts have catalyzed 
additional financing on a much larger scale as well as rescheduling. 

Rescheduling of official and commercial debt has had to be arranged 
for an unprecedented number of countries and on an unparalleled scale. 
In all, during 1983 alone, some 30 developing countries including 11 of 
the 25 largest borrowers completed or were engaged in debt rescheduling 
with official or commercial creditors. We estimate that debt restructur­
ing arrangements eased the cash flow situation of the non-oil LDCs by 
some $40 billion in 1983, equivalent to 8 percent of their exports of 
goods and services. In virtually all cases the agreements were anchored 
to a Fund-supported adjustment program. 

It has also been possible to muster the essential commercial 
bank lending to support countries' efforts to adjust--a prospect that 
was in real jeopardy in late 1982. The indications are that commercial 
bank exposure in non-oil developing countries increased by some $25 billion 
in 1983. That amount was broadly consistent with an orderly scaling 
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down of bank lending as well as with manageable adjustment in deficit 
countries. New bank financing commitments were closely integrated with 
rescheduling agreements, particularly in the case of the major borrowers. 

Net new lending, together with restructuring, has helped to bring 
about a considerable improvement in the maturity profile of outstanding 
debt. The share of short-term debt in total external debt for the non-oil 
developing countries declined to some 15 percent at the end of 1983 from 
almost 20 percent at the end of 1982. As a result, we have seen the debt 
service ratio of the non-oil developing countries fall from 24 1/2 percent 
in 1982 to 21 1/2 percent in 1983. For the Latin American countries the 
debt service ratio fell from 54 percent to 44 percent over the same 
period. 

II. The debt problems can be viewed with greater confidence 
today than a year ago 

Thus, the strategy has been working, and working well. Better 
indeed than many had thought possible. And a number of encouraging 
developments have taken place that are helping to sustain this progress. 

1. The Fund's resources have been reinforced 

As you know, a number of steps have recently been taken to increase 
the resources of the Fund. At the end of last year member countries 
completed action to bring into effect an increase of nearly 50 percent 
in the Fund's basic capital resources. Agreement has also been reached 
on a threefold increase in the resources available to the Fund under the 
General Arrangements to Borrow (GAB), which is a line of credit with the 
major industrial countries; also, Saudi Arabia has agreed to lend to the 
Fund under an associated arrangement with the GAB. What is more, the 
GAB may now be used by the Fund not only for the benefit of Fund members 
among the Group of Ten major industrial countries but, under certain 
circumstances, for the benefit of any member country. Finally, the 
Exectrtive Board has very recently approved other borrowing arrangements, 
totalling $6.3 billion, with the Saudi Arabian Monetary Agency and a 
number of industrial countries with the assistance of the BIS. These 
steps have strengthened the Fund's financial position considerably and 
thereby its capacity to carry on its role as the agent of orderly and 
cooperative adjustment in the system. These important decisions were 
not easy to reach given the difficulties of the time. They are an 
expression of confidence in the IMF and of commitment to a liberal and 
open world economy. 

2. Other institutional mechanisms have functioned well 

The commercial banks, with the assistance of central banks, have 
developed and expanded their cooperation through advisory committees and 
their regional groupings in an exemplary manner. As for the Paris Club, 
it has demonstrated remarkable efficiency in handling the reschedulings 
of loans from official sources. 
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3. The world economic setting has significantly improved 

With the strong performance of the U.S. economy, the recovery has 
proved to be stronger than many had anticipated. Growth in the industrial 
countries in 1983 turned out to be higher than expected and, even on the 
higher base, the Fund staff now expects a stronger expansion of economic 
activity in the industrial countries in 1984 than it did last fall. For 
the industrial countries as a group, we estimate that real output expanded 
by about 2 1/4 percent in 1983 (on a year-on-year basis) and should grow 
by 3 1/2 percent this year. Growth in the European countries in 1984, 
at about 2 percent, would still be behind that of North America and Japan, 
though it would represent a considerable improvement over last year. 
The international trade aspects of the picture are also encouraging. 
According to our projections, world trade will expand quite strongly 
this year--by over 5 percent in volume terms--after four years of stagna­
tion. 

4. Growth is picking up in the debtor countries in the developing , 
world 

Higher levels of activity and trade are not limited to the industrial 
world. The adjustment efforts of the developing countries are now begin­
ning to pay off. Many of these countries are already experiencing a 
resumption of growth with activity in some sectors accelerating sharply. 
This is true not only of some of the smaller countries but of large 
countries too, like Mexico and Brazil, both of which are likely to record 
positive growth rates this year after a period of stagnant or falling 
output. In line with these trends, a resurgence of imports is projected 
for the great majority of countries implementing Fund-supported programs. 
For the nine largest program countries, the value of imports is projected 
to increase by 12 percent in 1984, compared with a decline of 9 percent 
last year. This amounts to a turnaround of nearly $25 billion--an impres­
sive potential stimulus for world trade. 

-s. The paradox of the present situation 

It is therefore somewhat paradoxical that, in spite of the encouraging 
developments I have just outlined, some observers are showing renewed 
pessimism as to the manageability of the debt problems. I think that 
one of the reasons for this paradox is to be found in the lags that 
always exist between action being taken by debtor countries and positive 
results becoming known and recognized. The rigor of adjustment which . 
has just taken place still tends to divert attention from the underlying 
improvements that are being brought about. Another factor has been the 
recent increase in interest rates. Clearly that is a troubling develop­
ment. We all know that every additional percentage point on interest 
rates adds $3 1/2 - 4 billion a year to the interest bill of developing 
countries. But this turn of events, which is hardly surprising in current 
conditions, has to be seen in perspective. The stronger-than-expected 
recovery and the large U.S. trade deficit have meant that many program 
countries are reaping unanticipated gains in export earnings. And the 
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countries are reaping unanticipated gains in export earnings. And the 
projections underlying most of our programs had left room for some increase 
in interest rates in 1984. The external position of debtor countries 
must be evaluated in the light of all of these elements. In our view 

' their balance of payments position is, on the whole, better today than 
our assessment of only six or eight months ago upon which the programs 
being drawn up at that time were based. What is of concern, however, is 
the uncertainty regarding the future evolution of interest rates. I 
shall have more to say on that subject in a moment. 

III. What are the lessons to be drawn? 

I have outlined the progress that has been made and I have noted 
that recent developments and the outlook are, on balance, encouraging. 
All this is not to say that there is any room for complacency: quite the 
opposite. What is needed now i~ vigilance and determination to consolidate 
and extend the progress to date. There are difficult issues that still 
confront us and uncertainties that will pose new challenges in the period 
ahead. I now want to draw the lessons of recent experience for future 
action. 

1. We must avoid pessimism and wishful thinking 

We are clearly going to have to avoid pessimism and wishful thinking. 
I have said it before and I shall say it again: there are no magical 
solutions to the problems we have been facing. Proposals have been made 
for panaceas such as writing off part of the debts or transferring them 
wholly or in part to official institutions, for official guarantees, or 
for techniques for linking debt servicing to one economic variable or 
another. But these proposals have attracted little support. One reason 
for this is that each country's debt situation has its own specific 
features that cannot adequately be taken into account in generalized 
approaches. Another reason is that these proposals involve financial 
support, subsidies, or losses to be assumed or provided by entities 
which-the proponents have no power to control. In some ways such ideas 
tend to raise unjustified expectations and can, therefore, complicate 
the adjustment process. Also they could well cause certain lenders to 
turn away from the cooperative process and make it more difficult to 
maintain the cohesion that is needed to organize new financial packages. 
Indeed, these techniques must each be judged by their effectiveness and 
their capacity to keep the various financiers actively involved in the 
task of strengthening the international financial system. 

I am confident that the most productive strategy--which does not 
preclude imagination and improvements--lies in the present country-by­
country approach of the Fund, in collaboration with all the interested 
parties--governments, central banks, the BIS, commercial banks, and the 
World Bank--directed toward putting together realistic financial packages 
linked to adjustment programs that are both forceful and adapted to 
each country's situation. 
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2. More needs to be done by all parties 

The second lesson is that a lot more needs to be done by all parties-­
debtor countries, the commercial banks, and the industrial countries--to 
consolidate the progress made so far and to bring about a lasting solution 
to the problems. 

a. Debtor countries 

The implementation of adjustment programs by debtor countries will 
have to continue. This is obviously a first and paramount necessity. 
The impressive gains that have been realized in bringing down external 
deficits to more viable levels need to be followed up by more vigorous 
and determined efforts to remove the obstacles to domestic growth. There 
is considerable scope for developing countries to do more in the way of 
tackling rigidities in their economies that have for years been stifling 
growth and increasing their vulnerability to external shocks. Though 
progress has been made, much more flexibility is needed in prices, 
particularly interest rates and exchange rates, and wages. It is only 
through such policies, backed by counter-inflationary demand management, 
that we can expect to see debtor countries achieve the expanded savings, 
investoent, and exports they need to generate productive employment and 
to fuel their growth and development. 

It is also very much in the interest of debtor countries to do more 
to attract foreign capital especially in the form of direct investment. 
Clearly, better domestic economic policies are an important step in this 
direction. But many countries also need to dismantle or relax adminis­
trative controls on such flows. Expanded flows of direct investment to 
the developing countries are in everybody's interest. From the point 
of view of potential investors, it opens up new opportunities for invest­
ment in areas frequently offering high commercial rates of return. From 
the standpoint of the recipient countries, direct investment represents 
a more secure form of external finance, and one that does not involve 
theaccumulation of external debt. Also, it carries the advantage of 
being tied to productive capital formation as well as forming part of a 
package that includes the transfer of technology and skills. Thus, the 
developing countries should be encouraged to remove obstacles to such 
flows and to place greater emphasis on policies designed to attract 
foreign direct investment as part of their development strategy. 

b. The commercial banks 

There is also a crucial role for the commercial banks in the future, 
as in the past, in helping to cope with debt problems and in the provision 
of new finance. While fully consistent with the basic framework of a country­
by-country approach, their role involves a new stage of the effort with a 
medium-term perspective. 
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(i) Reschedulings 

A longer perspective may be particularly desirable in cases where 
heavy amortization payments due by some debtor countries over the next 
few years--countries that otherwise are performing well--impede a return 
to more normal market conditions. If problems are to be avoided and if 
we are to foster the conditions for a return to more spontaneous financing, 
restructuring will need to be looked at more closely in a medium-term 
context in the light of the resources that individual debtor countries 
might reasonably be expected to devote to debt servicing. Mexico, for 
example, faces repayments of principal that average about $12 billion a 
year over the period 1985-90. Those amounts represent close to a third 
of its exports of goods and services, not to mention the very heavy 
interest burden. 

In my view, a longer time frame for bank rescheduling arrangements 
for countries that have made or are making substantial progress towards 
adjustment would have several advantages. It would be a way in which to 
reward good performers, while avoiding the necessity for repeated annual 
rescheduling: it would also help to restore the conditions needed for a 
return to market access and serve to rebuild confidence in the system. 
Given the outstanding performance of Mexico, I believe that it would be 
an ideal time to start tackling this case in a multi-year framework. 
Other countries, like Brazil whose performance is improving steadily 
could also qualify if progress is sustained. The periods of consoli­
dation as well as grace would have to be long enough and tailored according 
to each case. 

(ii) New money 

In the period ahead the commercial banks will also have a vital role 
to play in channeling new money to debtor countries implementing adjustment 
policies. Projections in the Fund's World Economic Outlook envisage a 
rate of growth of such lending that is much lower than in the years 
leading--up to the 1982 crisis, and one which is consistent with a gradual 
decrease in the proportion of banks' assets committed to developing 
countries and a significant decline in their capital exposure to those 
countries. In addition, reliance on "non-spontaneous" flows will decline 
as the adjustment process continues in debtor countries. Again, Mexico 
provides a striking example of how a country making impressive progress 
toward adjustment is paving the way back to normal access to financial 
markets. This is reflected in its reduced reliance on organized bank 
financing: this year's financial package arranged with Mexico's bank 
creditors amounts to $3.8 billion, compared with a package of $5.0 billion 
that had to be put together in 1983. Progress is expected to continue 
and I am hopeful that Mexico will have to raise little or no new money 
from banks next year, and will be able to look forward to resuming normal 
market borrowing for what limited amounts may be necessary thereafter-­
assuming existing debt can be restructured. 
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Until such time as borrowing countries can regain access to the 
markets, it is important that all the banks--whether large or small and 
whether or not their foreign exposure is large-- participate in the 
provision of new financing justified by sound adjustment programs; this 
was managed successfully in 1983. The very integrity of the system 
depends on such cohesion. This is not to ask the banks to cast prudence 
aside. Quite the contrary. For sure, prudence involves covering risks 
and maintaining a solid capital base. But it also consists of helping 
to strengthen one's clients by giving them time to adapt to new circum­
stances and tackle their balance of payments problems. · It would be 
highly illogical and harmful to the stability of the system if some 
banks sought to evade the obligations of solidarity at the very time 
when the strategy adopted in 1982-83 is beginning to bear fruit, as 
revealed by the progress of the major debtor countries in strengthenin~ 
their economies and their external positions as well as by the medium­
term prospects for a far-reaching improvement in their debt situation. 

To achieve the broadest possible participation in the new financing 
packages, the time may well have come to increase the options open to 
the banks. One of the approaches that has been suggested deserves careful 
consideration. That is to allow greater scope for increased trade 
finance or other medium-term lending to the private sector. Provided 
that this could be handled in such a way that it would not frustrate the 
efforts to assure enough new financing to meet the requirements of the 
public sector that are not directly related to projects, this approach 
could well be a useful one. 

(iii) Terms 

It will also be important to see that the terns and conditions of 
restructuring and new lending are such that a self-defeating impact on 
the balance of payments and debt service capacity of debtor countries 
is avoided. Obviously, the demonstrated performance of countries under 
adjustment programs should be a key factor in the determination of terms. 
Indeed~ there is an underlying logic to this: risk is reduced to the 
extent that countries perform well, and this should be reflected in 
appropriately improved terms. We have already seen encouraging moves in 
that direction with the recently concluded Mexican financial package. 

Beyond that, there is the more difficult matter of the uncertainty 
surrounding the future course of the world economy in general and interest 
rates in particular. The interest burden is already very heavy indeed, 
and the banks wil l have to cont i nue to show flexibility, realism, and 
pragmatism as the situation evolves. 

3. The industrial countries 

There is also an indispensable role for the industrial countries in the 
resolution of the current problems. 
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(a) Reduce structural budget deficits 

In the first place, these countries need to strengthen their financial 
policies in order to bring about a lowering of interest rates on a non­
inflationary basis. Essentially this means keeping a firm rein over 
monetary policy combined with action, now long overdue, to reduce structural 
fiscal deficits in a number of cases. Large budget deficits are contributing 
to keeping interest rates at abnormally high levels, and the most recent 
trends indicate that the clash betweev public and private credit demands 
is intensifying. Over time, this can pose a threat to ·investment and, 
hence, to sustained growth. From the standpoint of most of the developing 
countries, a faltering in the world recovery combined with the direct 
impact of higher interest rates on their debt service would make the 
task of adjustment significantly more difficult. Action to deal with 
budget deficits must, therefore, be taken as a matter of urgency, especially 
in the United States where the present fiscal situation is of special 
significance for the entire world economy. 

(b) Roll back trade restrictions 

Protectionism has been creeping up everywhere particularly over the 
past two years. The time has come to act to reverse these tendencies. 
In the present environment of rising growth rates, the industrial countries 
are now better placed to make good on their commitment to roll back 
protectionist barriers. At the same time, the developing countries have 
to be able to export more if they are to meet their debt service payments 
and to increase their imports. If their imports are to start rising again, 
debtor countries, many of which are still traumatized by the debt crisis, 
need a change in the trading environment. They must have a more secure 
future for their exports to encourage them to persevere with outward-looking 
adjustmen~ strategies. 

In my view, the time is ripe for action in the trade field. A new 
round of trade negotiations in the framework of the GATT would offer a 
promising avenue for securing the benefits of trade liberalization on a 
lasting basis. However, such negotiations are sure to require extensive 
preparation and complex trade-offs. In the meanwhi,J.e, we must get early 
action to roll back trade barriers as undertaken at Williamsburg and 
on pragmatic measures to open up access to industrial markets for LDC 
exports. 

(c) Industrial countries must provide the necessary 
financial backing for adjustment 

Governments of industrial countries must also provide the necessary 
financial backin~ for adjustment efforts, particularly in the form of 
guaranteed export credits and long-term capital either bilaterally or 
channeled through the multilateral development agencies like the World 
Bank. During the 1970s, too much emphasis was placed on commercial 
bank borrowing to cover the external payments gaps of developing countries. 
It is essential that official flows play their role in contributing to 
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the stability of the system and, where possible, to support programs 
arranged with the Fund. This is essential to facilitate the handling of 
structural adjustment in a medium-term context. I am convinced that 
the balance of payments adjustment programs that are being implemented, 
often at high social cost, must receive greater backing by long-term 
capital in order to tackle the fundamental obstacles to growth. To this 
end, continued close cooperation between the Fund and the World Bank is 
essential. 

* * * * * 
In the Fund, we have .made a careful assessment of the evolution of 

the debt problems in a medium-term context. That analysis demonstrates 
that with the right policies, the problems are manageable in the aggregate 
and in a manner that is consistent with strengthening the international 
financing and trading system. The prescription is to press ahead with 
the strategy now in place. That strategy has been working: it must be 
reinforced. This is not to say that the mechanisms cannot be improved by 
innovations that are acceptable to the interested parties. Creditors 
have shown a sense of flexibility and adaptation to changing circum­
stances. I am confident that they will continue to rise to the challenges 
with a broad and constructive vision. But let us not forget that it was 
weaknesses in national policies and undisciplined financing, by borrowers 
as much as by creditors, that produced the problems. And it is only by 
continuing to grapple with those fundamentals that we can look forward 
to re-establishing the underlying conditions for renewed financial stability 
and a more dynamic and prosperous world economy. 
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THE SECRETARY OF THE TREASURY 

WASHINGTON 

August 17, 1984 

MEMORANDUM FOR THE PRESIDENT 

Subject: Nomination for Alternate U.S. Governor 
of the International Monetary Fund 

I recommend the reappointment of Paul A. Volcker as 
Alternate U.S. Governor of the International Monetary Fund. 
His current five-year term expires September 20, 1984, and I 
believe it is important that he be reappointed prior to the 
upcoming IMF/World Bank annual meetings during the latter 
part of September 1984. The Bretton Woods Agreements Act 
provides that the Alternate U.S. Governor be appointed by 
you with the advice and consent of the Senate. 

Since the early 1970's it has been the practice that the 
Chairman of the Federal Reserve Board serve as the Alternate 
U.S. Governor of the IMF. 

Donald T. Regan 



THE WHITE HOUSE 

WASHINGTON 

September 18, 1984 

MEMORANDUM FOR RONALD GEISLER r 
FROM: JOHNS. HERRINGTOJS11 

SUBJECT: PAS Nomination 

The President has approved the nomination of: 

Paul A. Volcker, of New Jersey, 
to oe Unite ates Alternate 
. overnor of Hie nternational 
Monetar Fund, for a term of 
five ears, reappointment. 

All necessary clearances have been completed. 
Please prepare the nomination papers. 

pfl 1/tr)tf 
C: 1,d ,.-• 
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THE WHITE HOUSE 

WASHINGTON 

September 18, 1984 

ci(tci(~~ 
(~-.oo~) 

MEMORANDUM FOR RICHARD G, DARMAN 

FROM: :r~~'\-JOHNS. HERRINGTON 

SUBJECT: Personnel Announcement s~S~ 
The following Presidential Appointment expires tomorrow and by 
law does not holdover. Paul Volcker must be announced and 
nominated today so that he may be confirmed tomorrow and attend 
the International Monetary Fund's annual meeting on Monday. 

TUESDAY, SEPTEMBER 18, 1984 

PAUL A. VOLCKER 

cc: Dunlop 
Kennedy 
Holland 
Geisler 

To be United States Alternate 
Governor of the International 
Monetary Fund for a term of 
five years, reappointment. ~ 

f,t.s 



THE WHITE HOUSE 

Office of the Press Secretary 

For Immediate Release September ·18, 1984 

NO MINA TIO NS SENT TO THE SENA TE: 

Paul A. Volcker, of New Jersey, to be United States 
Alternate Governor of the International Monetary Fund for a 
term of five years. (Reappointment) 

# # # # # 



THE WHITE HOUSE 

Offi~e of the Press Secretary 
(Waterbury, Connecticut) 

For Immediate Release September 19, 1984 

The President has nominated Paul A. Volcker to be United States 
Alternate Governor of the International Monetary Fund for a term of 
five years. This is a reappointment. 

# # # 



MEMORANDUM FOR RONALD GEISLER 

FROM: JOHNS. HERRINGTON 

SUBJECT: PAS Nomination 

The President has approved the nomination of: 

Charles H. Dallara, of Virginia, 
to be United States Executive 
Di rector of the InternaEional 
. one ary Fund for a term o two 
years, vice Ricnar D. Ero, resigned. 

All necessary clearances have been completed. 
Please prepare the nomination papers. 

~otvuu..l -. qf,~f,iy 

dQ_~ .. c,f,4~f 
cc: BND 
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MEMORANDUM -r;-/(60- r(iif f' 
THE WHITE HOUSE 3: 'f~f/.f 

WASHINGTON 

September 13, 1984 

MEMORANDUM FOR RICHARD G. DARMAN 

FROM: JOHNS. HERRINGTON 

SUBJECT: Personnel Announcements 

The following Presidential Appointments are scheduled for release 
tomorrow. According to our records all necessary clearances have 
been completed. Please arrarige with the Press Office the announce­
ment of the President's intent to nominate these individuals. 

FRIDAY, SEPTEMBER 14, 1984 

JOHN C. LAWN 

(fl)CHARLES H. DALLARA / <>fl' l4 . 
~ 

JASPER R. CLAY, Jr. 

THOMAS GALE MOORE 

cc: Dunlop 
Kennedy 
Holland 
Geisler 

To be Deputy Administrator of 
Drug Enforcement Administration, 
vice Frederick A. Rody, Jr. (PAS) 

To be United States Executive 
Director of the International 
Monetary Fund for a term of two 
years, vice Richard D. Erb, 
resigned. (PAS) 

To be a Conunissioner of the 
United States Parole Commission 
for a term of six years, vice 
Oliver James Keller, Jr., 
resigned. (PAS) 

To be Deputy Director of the 
National Science Foundation 
vice Donald Newton Langenberg, 
resigned. (PAS) 

l 

t 

i 
t 
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THE WHITE HOUSE 

WASHINGTON 

September 13, 1984 

MEMORANDUM FOR RICHARD G. DARMAN 

FROM: JOHNS. HERRINGTON 

SUBJECT: Personnel Announcements 

The following Presidential Appointments are scheduled for release 
tomorrow. According to our records all necessary clearances have 
been completed. Please arrange with the Press Office the announce­
ment of the President's intent to nominate these individuals. 

FRIDAY, SEPTEMBER 14, 1984 

JOHN C. LAWN 

CHARLES H. DALLARA 

JASPER R. CLAY, Jr. 

THOMAS GALE MOORE 

cc: Dunlop 
Kennedy 
Holland 
Geisler 

----
r, 
I 

'J 
( ,,-,/\/\ t ,.-<·· -

VI ~ \ ----
----
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To be Deputy Administrator of 
Drug Enforcement A!JH1 Lia I I ien, 
vice Frederick A. Rody, Jr. (PAS) 

To be United States Executive 
Director of the International 
Monetary Fund for a term of two 
years, vice Richard D. Erb, 
resigned. {PAS) 

To be a Connnissioner of the 
United States Parole Commission 
for a term of six years, vice 
Oliver James Keller, Jr., . 
F0&igned. (PAS)-r~ e-ic-p1ru.4 

To be Deputy Director of the 
National Science Foundation 
vice Donald Newton Langenberg, 
resigned. (PAS) 



THE WHITE HOUSE 

Office of the Press Secretary 

For Immediate Release September 14, 1984 

The President today announced his intention to nominate Charles H. 
Dallara to be United States Executive Director of the International 
Monetary Fund for a term of two years. He would succeed Richard D. 
Erb. 

Since 1983, Mr. Dallara has been serving as Deputy Assistant Secretary 
of the Treasury for International Monetary Affairs. Previously, he was 
U.S. Alternate Executive Director to the International Monetary Fund in 
1982-1983; Special Assistant to the Assistant Secretary of the Treasury 
for International Affairs in 1981-1982; Special Assistant to the Under 
Secretary of the Treasury for Monetary Affairs in 1979-1980; and 
International Economist in the Office of International Monetary Affairs 
in 1976-1979. 

He graduated from the University of South Carolina (B.S., 1970) and the 
Fletcher Schoo l o f Law and Diplomacy (M.A., 1975; M.A.L.D., 1976). 
He is married, 1;a s one child and resides in Annandale, Virginia. He 
was born August 25 , 1948 in Spartanburg, South Carolina. 

# # # 
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THE WHITE HOUSE 

WASH I NG TON 

October 27, 1983 

Dear Mr. Alibrandi: 

.. d5/~6.y?1J 
3/~~j & 

~t I T1//// 
LE 

Thank you very much for sharing with me your concerns and 
ideas about the ro osed le islat'o to incr-eas the 0-..S. 
contribution to the International Monetary, Fund. I found our 
meeting last Thursday most informative and helpful. The 
Administration sincerely appreciates your efforts to educate the 
public on the importance of this proposed legislation. 

I agree with your ~ssessment that the debate needs to focus 
· on how the legislation would help business, labor, and the 
overall economy, rather than how it would "bail out" the banks. 

Thank you again for taking the time out of your busy schedule 
to share with me your ideas. 

Warmest regards, 

R~P:t~ 
Deputy Assistant to the President 

for Policy Development 

Joseph Alibrandi 
Chairman 
Whittaker Corporation 
10880 Wilshire Boulevard 
Los Angeles, California 90024 
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THE WHITE HOUSE 

WASHINGTON 

October 27, 1983 

Dear Mr. Debs: 

Thank you very much for sharing with me your concerns and 
ideas about the proposed legislation to increase the U.S. 
contribution to the International Monetary Fund. I found our 
meeting last Thursday most informative and helpful. The 
Administration sincerely appreciates your efforts to educate the 
public on the importance of this proposed legislation. 

I agree with your assessment that the debate needs to focus 
on how the legislation would help business, labor, and the 
overall economy, rather than how it would "bail out" the banks. 

Thank you again for taking the time out of your busy schedule 
to share with me your ideas~ 

Richard Debs 
President 

Warmest regards, 

R~:~ 
Deputy Assistant to the President 

for Policy Development 

Morgan Stanley International 
1251 Avenue of the Americas 
New York, New York 10020 
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THE WHITE HOUSE 

WASHINGTON 

October 27, 1983 

Dear Mr. Morrison: 

Thank you very much for sharing with me your concerns and 
ideas about the proposed legislation to increase the U.S. 
contribution to the International Monetary Fund. I found our 
meeting last Thursday most informative and helpful. The 
Administration sincerely appreciates your efforts to educate the 
public on the importance of this proposed legislation. 

I agree with your assessment that the debate needs to focus 
on how the legislation would help business, labor, and the 
overall economy, rather than how it would "bail out" the banks. 

Thank you again for taking the time out of your busy schedule 
to share with me your ideas. 

Warmest regards, 

Ro~:~ 
Deputy Assistant to the President 

for Policy Development 

J. K. Morrison III 
Director 
International Affairs 
American Consulting Engineers Council 
1015 15th Street, N.W. 
Washington, .o.c. 20005 
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THE WHITE HOUSE 

WASHINGTON 

October 27, 1983 

Dear Mr. Phypers: 

Thank you very much for . sharing with me your concerns and 
ideas about the proposed legislation to increase the U.S. 
contribution to the International Monetary Fund. I found our 
meeting last Thursday most informative and helpful. The 
Administration sincerely appreciates your efforts to educate the 
public on the importance of this proposed legislation. 

I agree with your assessment that the debate. needs to focus 
on how the legislation would help business, labo~, and the 
overall economy, rather than how it would "bail out" the banks. 

Thank you again for taking the time out of your busy schedule 
to share with me your ideas. 

Warmest regards, 

X.~o~ 
Deputy Assistant to the President 

for Policy Development 

Dean Phypers 
Senior Vice President 
IBM Corporation 
Old Orchard Road 
Armonk, New York 10504 



THE WHITE HOUSE 

WASHINGTON 

October 27, 1983 

Dear Ms. Young: 

Thank you very much for sharing with me your concerns and 
ideas about the proposed legislation to increase the U.S. 
contribution to the International Monetary Fund. I found our 
meeting last Thursday most informative and helpful. The 
Administration sincerely appreciates your efforts to educate the 
public on the importanee of this proposed legislation. 

I agree with your assessment that the debate needs to focus 
on how the legislation would help business, labor, and the 
overall economy, rather tha~ how it would "bail out" the banks. 

Thank you again for taking the time out of your busy schedule 
to share with me your ideas. 

Kathleen Young 
Director 

Warmest regards, 

XB~of!::, 
Deputy Assistant to the President 

for Policy Development 

International Economic Development 
United States Chamber of Commerce 
1516 H Street, N.W. 
Washington, D.C. ioo62 

---



THE WHITE HOUSE 

WASHINGTON 

October 26, 1983 

MEMORANDUM FOR ROGER B. PORT~rf--7 

FROM: LEHMANN K. Lr(j(j"° 

SUBJECT: Proposed Letter to Business Executives 
about IMF Quota 

Attached is a draft letter thanking several business 
e xecutives for meeting with you to discuss the IMF quota 
leg islation. Is t h e format and content appropriate? 

Sheri said that she would run off the letters. A 
list of the individuals at the meeting and their addresses 
is attached. 

Attachments 



THE WHITE HOUSE 

WASHINGTON 

October 20, 1983 

MEMORANDUM OF CONVERSATION 

FROM: ROGER B. PORTER /ft/ 
SUBJECT: - Meeting with Business Executives re: 

IMF Legislation 

This afternoon, I met in the Ward Room with several business 
executives at the request of Ed Meese. These executives 
expressed concern about the IMF quota legislation. The U.S. 
Chamber of Commerce has testified before Congress several times 
and has met with members on numerous occasions on this issue. 

They expressed their view that chances of passage would be 
considerably enhanced if the legislation were perceived as a 
"business bill," rather than a "bank bill." Because of the 
perception that the bill is simply a "bail-out" of the banks, and 
previous lobbying by the banking industry for repeal of interest 
and dividend withholding, many Congressmen are opposed to 
suporting legislation simply to help the banks. If the IMF bill 
were instead perceived as legislation that would help business, 
labor, and the overall economy, there would be stronger support 
for the bill. 

The executives urged the White House to try to change the 
orientation of the debate from the banking industry to the 
general economy. One means of changing the orientation would be 
to supplement the efforts of the Department of the Treasury with 
those from the Departments of Agriculture and Commerce and the 
Un ited States Trade Representative. One participant noted that 
the bill's supporters did not do well with the agricultural block 
in the House. It would be helpful not only for other departments 
to work with Congress, but also for them to cite the need for 
greater IMF resources in speeches to outside groups. 

Participants: Joseph Alibrandi 
Richard Debs 
J.K. Morrison 
Dean Phypers 
Edward Schletel 
Katherine You·ng 
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List of Participants 

Joseph Alibrandi 
Chairman 
Whittaker Corporation 
10880 Wilshire Boulevard 
Los Angeles, CA 90024 

Ric h ard Debs . 
President 
Morgan Stanley International 
12 51 Ave nue of t h e Americas 
Ne w York, NY 10020 

J . K. Morrison III 
Director 
International Affairs 
American Consulting Engineers Council 
1015 15th Street, NW 
Washington, DC 20005 

Dean Phypers 
-Senior Vice President 
IBM Corporation 
Old Orchad Road 
Armonk, NY 10504 

Kathleen Young (woman who arranged meeting) 
Director 
International Economic Development 
United States Chamber of Commerce 
1516 H Street,.NW 
Washington, DC 20062 




