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Debt forgiveness cannot be ruled out for some country in the
future. Mexico is the most likely candidate, since it will be
extremely difficult for Mexico to halt the growth in (let alone
reduce) its $100 billion stock of debt. However, the plan now

.ng dev loped with the IMF calls for economic r¢ tructuring
that could help Mexico realize its impressive potential without
° astic steps. That plan deserves solid U.S. support.

The second-guessing of the Baker Plan by Bradley and others is in
part due to the slowness of the Plan to take shape. In fact, all
the elements of the Plan were never meant to be in place at once.
The Administration faces a challenge in delivering the U.S. share
of the proposed $3 billion annual lending by MDB's in the current
budget environment.
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The Bradley Plan is based on a faulty reading of the impact of
forgiveness on commercial banks' willingness to extend new loans
in the future. Debt forgiveness is not appropriate now.
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Attachments
Tab A - Table (Comparison of Baker-Bradley Plans)
Tab B ~ Article by Bill Cline
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Coverage

Time Period

New Commercial
Lending

New Multilateral
Development Bank
Lending

Interest Rate
Concessions

Forgiven Principal

Economic Recovery
Plan

Implementation
Process

U.S. Bank
Regulations

A COMPARISON OF THE BAKER AND BRADLEY PLANS

Raker Plan

Bradley Plan

15 major Third World debtors --
mostly Latin America

3 Years

$20 billion over 3 years

$9 billion over 3 years

None

None

Negotiated between debtor
country and IMF/IBRD

Country-by-country

No change

15 major Latin Debtors

3 Years

None

$9 billion over 3 year

3 percentage points

3 percent per year

Developed by debt r
country

Annual "Trade Debt
Summits"

Regulatory Review
Board created to
consider easing k_nk
regulations
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NATIONAL SE  IRITY COUNCIL ’Eﬁ’
WASHINGTON, D.C. 20506

January 21, 1986
CONETFPENELAL ATTACHMENT

MEMORANDUM FOR RAY BURGHARDT
PHIL HUGHES
JACKIE TILLMAN

FROM: STEPHEN I. DANZANS
//
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Following the Cartagenaééiz;p meeting in Montevideo, I
requested a Treasury analysis of the counterproposal
(Tab A).

I hope you find it useful and would appreciate any comments
you might have on either the analysis or the policy.
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