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MEMORANDUM 

NATI ONAL SE CURI TY OUNCIL 

SE,PJ¢T 
7 

ACTION 

MEMORANDUM FOR ROBERT C. MCFARLANE 

ugust 17, 1984 N~);;t 
~~~ 

• , vJ\g, FROM: 

SUBJECT: 

GEOFFREY KEMP ~ 
ROGER W. ROBINSONvo~ 

ADB/India c:rl\ 
The level of support for ADB loans o India, which is ~~'· 
presently scheduled to be discussed in Manilla on August 24, , t 
has emerged as the most contentious issue in the interagency 
meetings on NSSD 3-84. Treasury an 0MB oppose any increase 
in levels to India beyond $200 million in addition to the 
$40 million already agreed. State argues that this figure 
is far below the amount suggested by other Bank members and 
that the U.S. position will be defea ed. 

After r ·ecei ving the positions of bot Treasury and State, we 
find that there remain important gap in the information 
needed to make a Presidential decisi non this important 
issue. 

A significant part of our bilateral roblems with India in 
the context of ADB is the fact that he U.S. has 
consistently taken a strong and visi le lead in opposing 
India's expanded access to the Bank. India has, naturally, 
seized on this perception to concent ate its focus on the 
U.S. and argue that the U.S. positiof on this matter 
represents an important factor in thf ir decision-making on 
other crucial foreign policy concern. Therefore, the 
"form" exercised by the U.S. within he ADB may be as 
important as the "substance" of the mount of India's 
borrowing ceiling. 

~ 

Declassify on: OADR 
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It is therefore important to place position toward 
India within the ADB in as detailed a perspective as 
possible vis a vis the positions of the other country· 
shareholders of ADB, especially key players such as Japan. 
A more complete understanding of ot er country positions 
would not only help identify the ov rall level of support 
for India, but also would provide a better readout on the 
feasibility of alternative U.S. pos"tions prevailing in a 
vote of ADB members. For example, he Treasury paper argues 
that Congressional opposition to th next capital increase 
for the ADB scheduled for mid 1986 affecting the period 
1988-1992) is almost certain to prelude any significant 
increase for ADB if India is grante significantly expanded 
access at this time (i.e. above $240 million). This 
assumption is based on our experien e with the Hill on the 
IMF quota increase and IDA VII, and a preliminary assessment 
of Hill opposition to a capital inc ease for the Asia 
Development Fund coming up next yea (soft loan arm of ADB), 
could well impact on the amounts for India being proposed by 
other ADB members. However, given t e overall strategic 
importance of the sub-continent, a c ncerted effort by the 
Administration in 1985 could conceiv bly alter some of these 
rigid positions. These and other fa ts should be laid out 
in greater detail so that we receive more complete data on 
which to base a Presidential decisio. Other facts which 
Treasury and State should seek to ob ain include: 

o Japan's precise position on arious levels of 
support for India's access to the AD. 

o Ascertaining the willingness 
(which could be adversely affected a 
funds at a crucial time), Malaysia, 
Australia, New Zealand, Hong Kong, e 
lower than those they have currently 
U.S. to position itself as part of a 
rather than alone and out front. 

The action forcing event behind movi 
President is the ADB Executive Board 
August 24. Treasury is prepared to 
seek their willingness to request a 
meeting or to do so in concert with 
is not on board, Treasury believes t 
postponing the meeting a week or two 
alone. We would obviously forge an 
reason to justify such a request (i. 
National Convention, etc.), although 
giving the impression that these iss 
the Presidential level. 

of the Philippines 
a beneficiary of ADB 

hailand, Korea, Indonesia, 
c. to support figures 
proposed and enable the 
broader consensus 

g this package to the 
meeting of Friday, 
pproach Japan today to 
ostponement of this 
he U.S. Even if Japan 
ey have a 90% chance of 
on a U.S. request 
ppropriately diffuse 
. the Republican 
we must try to avoid 
es are to be decided at 
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This hiatus period could be used co structively in an effort 
by Treasury and State to compile th data necessary for the 
President to make a more informed d cision. Treasury would, 
however, need a mandate to lay out he issues to these 
countries in greater detail in orde for other ADB members 
to better understand the possible c nsequences of standing 
firm on their initial recornrnendatio Should Treasury come 
up short in garnering sufficient su other ADB 
members, it could potentially help efuse their strong 
opposition to the State position, g'ven the sensitivity of 
our present relationship toward Ind'a and the serious 
problem we face on the sub-continen. In short, everybody 
could win with this approach includ'ng the President. 

Attached at (Tab I) is a memo from to Secretaries Shultz 
and Regan outlining this proposed ap roach, the centerpiece 
of which is Treasury taking immediate action to postpone the 
August 24 Executive Board meeting. 

RECOMMENDATION: 

That you sign the memo to Secretarie Shultz and Regan at 
Tab I as a substitute for going forw rd with a package to 
the President at this time. 

Approve 

Attachment 
Tab I 

s~ 
7 

Disapprove 

Memo to Shultz and Re an 
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NATIONAL SECURITY C C"NCIL DRAFT 

~ 
ACTION 

MEMORANDUM FOR ROBERT C. MCFARLANE 

FROM: 

SUBJECT: 

GEOFFREY KEMP 
ROGER W. ROBINSON 

ADE/India 

After receiving the positions of bo 
find that there remain important ga 
needed to make a Presidential decis 
U.S. position regarding the level o 
ADB. 

A significant part of our bilateral 
the context of ADB is the fact that 
taken a visible lead in opposing In 
the Bank. India has, naturally, se 
to concentrate its focus on the U.S 
position on this matter represents 
their decision-making on other cruc 
concerns. Therefore, the "form" ex 
within the ADB may be as important 
amount of India's borrowing ceiling 

1984 

h Treasury and State, we 
sin the information 
on on the~ issue of . a. 
India's access to the 

problems with India in 
the U.S. has reportedly 
ia's expanded access to 
zed on this perception 
and argue that the U.S. 

n important factor in 
al foreign policy 
rcised by the U.S. 
s the "substance" of the 

It is therefore important to place he U.S. position toward 
India within the ADB in as detailed a perspective as 
possible vis a vis the positions of the other country 
shareholders of ADB. A more comple e understanding of other 
country positions would not only hep identify the level of 
support for a lower U.S. figure for India, but also would 
provide a better readout on the fea ibility of the U.S. 
position prevailing in a vote of AD members. For example, 
the Treasury paper argues that Cong essional opposition to 
the next capital increase for the B scheduled for mid 1986 
(affecting the period 1988-1992) is almost certain to 
preclude any significant increase fr ADB if India is 
granted significantly expanded acce sat this time {i.e. 
above $240 million). This is a pla sible assumption based 
on our experience with the Hill on he IMF quota increase 
and IDA VII, and could well impact n the ·amounts for India 
being proposed by other ADB members. These and other facts 
should be laid out in greater detail by Treasury so that we 

ft~~~ r- -(:- ·. ~:· ~. r.,n;; ,. __ ~"' ··" • 

~ ~.r,~: ~ er1g---1 J-.1b-:tf ;.?!11D 
BY R1J f:· ,- ·.--7[3/i 
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receive more complete data on which to base a Presidential 
decision. Other facts Treasury sho ld seek to obtain 
include: 

o Japan's precise position an 
to step forward in opposing a highe 
access to the ADB. 

potential willingness 
figure for India's 

o Ascertaining the willingnes r of the Philippines 
(which could be adversely affected s a beneficiary of ADB 
funds at a crucial time), Malaysia, Thailand, Korea, 
Indonesia, Austria, New Zealand, Hog Kong, etc. to support 
a lower U.S. figure and enable the .S. to position itself 
as part of a broader consensus rath r than alone and out 
front. 

The action forcing event behind mov ng this package to the 
President is the ADB Executive Boar meeting of Friday, 
August 24. Treasury is prepared to approach Japan today to 
seek their willingness to request a postponement of this 
meeting or to do so in concert with the U.S. Even if Japan 
is not on board, Treasury believes hey have a 90% chance of 
postponing the meeting a wee~ or tw , on a U.S. request 
alone. We would obviously forge an appropriately diffuse 
reason to justify such a request (i.e. the Republican 
National Convention, etc.). 

This hiatus period could be used co structively in an effort 
by Treasury to compile the data nee ssary for the President 
to make a more informed decision. reasury would, however, 
need a mandate to lay out the issue to these countries in 
greater detail in order for other B members to better 
understand the possible consequence of standing firm on 
their initial recommendations. Sho ld Treasury come up 
short in garnering sufficient suppo t among other ADB 
members, it could potentially help efuse their strong 
opposition to the State position, g'ven the sensitivity of 
our present relationship toward India. In short, everybody 
could win with this approach including the President. 

Attached at (Tab I) is a memo from ou to Secretaries Shultz 
and Regan outlining this proposed ap roach, the centerpiece 
of which is Treasury taking immediate action to postpone the 
August 24 Executive Board meeting. 

RECOMMENDATION: 

That you sign the memo to Secretarie Shultz and Regan at 
Tab I as a substitute for going forw rd with a package to 
the President at this time. 

Approve 

Attachment 
Tab I 

Disapprove 

Memo to Shultz and Re an 
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DRAFT 

MEMORANDUM FOR THE HONORABLE GEORGE P. SHULTZ 
The Secretary of Sta e 

THE HONORABLE DONALD T. REGAN 
The Secretary of the Treasury 

SUBJECT: ADB/India (U) 

We have received your position pape son the issue of Asian 
Development Bank lending to India. In reviewing the infor
mation contained in these papers, w have determined that 
there remain important gaps in our ata on this issue which 
we should attempt to reconcile prio to sending forward a 
package for a decision by the Presi ent. In addition, the 
delicate stage of our relations wit India makes the posture 
assumed on a U.S. position toward I dia in the ADB 
potentially as important as the amo nt involved. Therefore, 
determining as accurately as possib e the positions of our 
other partners in the ADB would be ery helpful in 
ascertaining the potential level of support for a relatively 
low U.S. figure on India's proposed access to the ADB, the 
potential willingness of other coun ries to step forward in 
support of the U.S. position in •the interest of forging a 
consensus and the feasibility of th U.S. position 
prevailing in the voting apparatus f the ADB. There are a 
number of factors that if discussed with other ADB members 
in greater detail, could potentiall affect their 
willingness to stand firm on their 'nitial recommendations. 
(S) 

To accomplish this task, Treasury is prepared to seek the 
support of Japan and potentially ot er members to postpone 
the August 24 meeting of the Executi e Board of the ADB for 
a sufficient period to complete more detailed discussions 
with members and a new polling of positions. An appropriate 
explanation for the U.S. request for a postponment would be 
provided that avoids reference to In ia. (S) 

We believe this approach would provi e us with a better 
grasp of the U.S. position relative o other shareholders 
and give the President the benefit o important additional 
information on which to make a decis'on. Treasury will 



report back to State 
findings and any new 
meeting. (S) 

FOR THE PRESIDENT: 

2 

and NSC as sool as possible with 
date for the A!)B Executive Board 

their 
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THE WHITE HOUSE 

WASHINGTON 

I 

MEMORANDUM FOR THE HONORABLE GEORGE P. SHULTZ 
The Secretary of State 

THE HONORABLE DONALD 
The Secretary of the 

HONORABLE DAVID 
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