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ACTION

MEMORANDUM FOR BRENT SCOWCROFT

THROUGH: TIMOTHY E. DEAL 2“'
FROM: MEG LUNDSAGEFQ”X
SUBJECT : Letter to Secretary Brady on G-7 Consensus on

World Bank Lending to China

Attached at Tab A is a letter for your signature to Secretary
Brady, asking him to raise World Bank lending to China at his G-7
Ministerial meeting this Saturday. Indications are that several
G-7 countries are wavering in their commitment to limit World
Bank lending solely to basic human needs (BHN). Secretary
Brady’s meeting presents an excellent opportunity to renew that
G-7 consensus.

We should send this letter to Secretary Brady by noon Thursday.
He is leaving later that afternoon for Paris.

)
Concurrence by: Doug Paairb
{/,

RECOMMENDATION

That you sign the letter to Secretary Brady at Tab A.

Attachment
Tab A Letter to Secretary Brady
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THE WHITE HOUSE
WASHINGTON

Dear Nick:

As you know, the\G-7 countries have been successful to date in
limiting World Ba lending to China to loans which address basic
human needs (BHN) .\ That consensus may now be wavering, and I
would like to ask that you raise this issue at your Ministerial
meeting on Saturday, \in order to reaffirm G-7 unity on this
important issue. (&)

My fear that we may be losing that consensus stems from several
recent developments. Wokld Bank President Conable has told the
press and Hill staffers tRat the Bank will soon resume normal
lending to China. A seniox Chinese finance official told State
Department officials that C®nable down-played the importance of
BHN criteria for China duriny§ a recent meeting in Washington.
Also, the EC Ambassador to Beljing told U.S. officials that EC
attitudes on Chinese sanctions\are softening. He expected Italy
to push for economic normalizatlon with China when it assumes the
EC Presidency in July. (&)

In addition, a UK foreign affairs gfficial told the State
Department that the UK was also inta&rested in "getting back to
business with China" because of Hong\Kong concerns. Finally,
World Bank Senior Vice President Qureshi is now in China and
meeting with the top Chinese leadership. The Chinese can be
expected to try to impress Qureshi with\glowing reports of their
economic achievements and strong statements about China’s
commitment to policy reform, despite recent indications that the
Chinese are exercising even more control o¥er economic activity.

(2

For reasons with which you are very familiar,\I believe we should
maintain our G-7 consensus on limiting Bank lernding strictly to
BHN loans. World Bank lending is presently our\most important
leverage for prodding China towards political angd economic
reforms. As you know, if we lose just one G-7 member, we lose
our 51% vote needed to block non-BHN loans at the Bank. And as
House Foreign Operations Subcommittee Chairman David Obey said to
you, Congress would find it impossible to go forward with
International Development Association (IDA) funding INf the World

Bank group resumes normal lending to China. (&
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Nick, I know you share all these concerns. I hope that this
weekend you wiNll be able to reaffirm the G-7 commitment to our
strategy for pursuing political and economic reform in China. (&}

Sincerely,

Brent Scowcroft

The Honorable Nicholas F.
Secretary of the Treasury
Washington, D.C. 20220

ady
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