UNFTED STATES GATHOLIG CONFRREAGE

Department of Social Development and World Peace
4312 MASSACHUSETTS AVENUE N.W., WASHINGTON, D.C. 20005 (202) 659-6812

Office of International Justice and Peace

May 11, 1979

The Honorable

W. Michael Blumenthal
Secretary of the Treasury
Washington, D. C.

Dear Mr. Secretary:

The proposed $40 million standby loan to the government
of Nicaragua by the International Monetary Fund can, if approved,
have the dual effect of strengthening a notoriously corrupt and
callous regime, and of reenforcing popular perception of the
Fund as a political instrument at variance with the aspirations
of the people affected.

I realize that much of the pressure for approving the
loan stems precisely from the desire to avoid excessive politi-
cization of the Fund. It is argued that to deny the request of
the government of Nicaragua because of human rights or other
not strictly economic considerations is needlessly to inject
politics into the deliberations of the Fund.

It seems to me, however, that a more compelling case can
be made for the proposition that Nicaragua is today and for the
foreseeable future will remain a supremely politicized element
in the world community whose economic condition cannot improve
until major social and political changes have first occurred. To
attempt to shore up the present political economy of the Somoza
government by means of this loan is not only likely to fail in
its stated purpose but, given the worldwide repugnance for the
Somoza regime, will make a mockery of the Internatlonal Monetary
Fund's protestations of political neutrality.

Slncerely yours,

‘ e ‘HL\M/C
Re J. Bryar\ Hehir

Assbciate Secretary

JBH/aff
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REVEREND Jo BrYAN HEHIK

ASSUL]IATE SEURETARY

UeRParTmeEnT OF 30LIal UVEVELUPMENT AND WORLD PEALE
1512 MAOSSALMUSETTS AVE,.s Nyw,

WASHINGTUN, L,C, 20009

Lo YUU mavE URGED THAT THE UNITEU STATES UPPUSE KEGUESTS
BY IHE SNIUARAGUAN GUVERAMENT PUKR HBALANCE=(OF=RAYMENTS
FINANCING FRUM THE INTERNATIONAL MONETARY FUND (IMF).

2y L HAVE CUNSIDERED THIS MATTER CAREFULLY AND CONCLUDED
THAT THE LUnlTew STaATED SHULLY NUT UPPOSE THE REWUESTS,

S¢ oEFURE EXPLAINING IHME KEASUNS FUR THIS DECISLION, LET
ME EmPr_ASl e THAT OURK PUSITIUN UN THe IMF REQUESTS I8 IN
NU waY an aQl UF PULIVTICAL SUPPURT FOR THE NICARAGUAN
GURERNMENT ANY SHOULL NOT BE 80 InNTERKFRETED., UUR ATTITUDE
TUNWARD IrE NICARAGUANM LUVERNMENT HAS bEEN MADE LLEAR BY THE
9TAlE DEPARTHMENTE wb VBREPLY KEORET THAT ThHe NICAKAGUAWN
GUVERNMENT HAS pienN UNANILLIJEG Tu WORK TOwWARD A DEMOCRATIC
SOLUTIUN TO {78 POLLTICAL (KRISIS. THIS rAS LED THE U,S,
0 TAKE A& WUFBER UF STEPS, SULH AS THE WITHURAWAL UF THE
UaSe MILITARY MISSIUNe ANU A GENERAL REDUCTION IN U,S.
DIPLUMAl [C PRESENCE, WE DEFPLOKE THE CONTINUING

VIuLATLUNS UbF HUMAN KIGHTS THAT HaVe UCLURRED IN

RECLinl wWEEK, AnNU wE FEMAIN CONVINCED THAT ThE UVERALL
SITUATIUN In NICARAGUA CLANMUT SUBSTANTIALLY IMPROVE
NETHUUT A KRESULUITION UF THE UEERPENING DUMESTIC POLITICAL
(RISIS,

{94 LET mMp &L3U LMPHASIZE THAT RESPECT FOR HUMAN RIGHTS
18 a FUNUAMERTAL ELEMENT UF U,S5. FUREIGN POLICY., WE

MAVE LAUNCHED mAJOR INITIATLIVES TO RPROMUTE THAT
UBJeCTlves, INLTIATIVES EHILKH 1 OSTRONGLY SUPPUORT, AND 1
BELLIEVE wk MUST USE ALL APPROPRIATE POLICY INSTKUMENTS

TO tral EJu.

Da IHE IMF, HOstEVER, S NUT AJ APPROPRIATE INOSTRUMENT FQOR
THESE EFFURTS, anp AN ATTEMPT bY The UNITED STATES TO
INTRODUCE HUMAN RIGHTS CONSIUERATIUNS INTO IMF DECISIONS,
BY UPPUSLTIUN T0 THek FINANUING REWUEST FOR NICARAGUA,
AQULD pE 4 SEx]luUUS MISTAKE, [T wuuly HE SEEN AS A& U,S,
Muve Tu MULITICIZE THe LIMb me anN [NSTITUTION THAT HAS
REMAINED MEMARKABLY FREE UF FULLITICAL INTERPERENCE, AND
AHOSE LunTInubD SUCCESS REwlUlIRES THAT 1T REMAIN THAT WAY,
POLLTICLZATLIUN QF THE INSHITUTION WOULD SEVERELY DAMAGE [T
AND HARM THE [NJTERESTS UF THE UNITED STATES AJD OTHER

MEMOER LUUNIRIES FURK THE FULLOWING REASONS ==
TO REPLY BY MAILGRAM, SEE REVERSE SIDE FOR WESTERN UNION'S TOLL - FREE PHONE NUMBERS
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6. tmb LMP LS THE CENTERPIECE UF QUR EFFOKTS TO PROMOTE
A SlAaBLE aly SHMUUTHLY UPERATING INTERNATIONAL EBECONOMIC
SYSTEMy ANU IMPRRVE THE ELUNOMIC wWELL BEING OF FEOPLE
THREUUGHUU YT TrE wWuslie IT LAN FURTHER THESE INTERESTS
KNLY SU LOUNG A3 17T 19 kFekmIITTED TD SERVE THE PUKPQOSES .
POR wHlLH 10 15 INTENGUED,

7o EYERY MEMoER JF THE IMF MAS BUOTH LEGAL RLIGHTS AND
OBLLIGATLI _UNS w== INCLULDING THE K1IGHT T0O RECEIVE FINANCING
WHEN EXPERIENCING sal, ANCE UF PAYMENTS DIFFICULTIES, AND

>

— THE UBLIGATLIUON Tu PrOVIDE FINANCING WHEN [TS BALANCE OF

PAYMENTS [§ STRUNG, BaCH LIMP MEMBER HAS A QUOTA, AND IS
LEGALLY UBlLiGATED TU MAKE SUBSCRIPTIUN PAYMENTS TO THE
IMF EwUAL Tu THAT QUUTA, THUS THE MEMBER'S QUUTA
DETEwRMIngS 115 DBLILATION TU PRUVIDE FINANCING, IT ALSO
VETERMINEDS LTS aALCESS TU LMk RESUURCES,

be LF A fibMHER PEVELUPS A DALANCE OF PAYMENTS PROBLEM
AND ALUFTS aiv BECUNOMIC STABILIZATIUN PROGRAM GLIVING
SUBSTANT AL JUSTIFICATIUN UF THE MEMBER'S EFFORTS TO
UVERCUME LTS WIFFICULTIES, THAT MEMBER IS ENTITLED TO USE
1TSS (URKRENCY fU PURCHASE FREELY USABLE

CURKENLLES UNDEKX THE AMF'S REGULAR CREDLIT FACILITY IN AN
AMOURKT Defermlngl maTHAbEmATICALLY B8Y ITS IMP WUUTA,

9. LF & HMpMpbR [N gALANCE UF PAYMENTS DIFFICULTY
EXPeRIENLES A4 SHURTPFALL IN LTS BEXPURT EARNINGS OUE TO
CIRLUMOTANCED LARKGELY BEYUND ITO CONTRUL, AND CUOPERATES
WITH The LMF T0O SOLVE ITS FAYMENTS DIFFICULTIES, THAT
MEMBER CAN UskE 115 LURKENLY TU PURCHASE FREELY USABLE
CURRENCED UNpDER THE IMF CUMPENSATORY FINANCING FACILITY,
ALSU I AN aAMUUNT DETERAINED BY ITS IMF GWUOTA.

10e UNUER [T1T8 (HARTER, UDECISIUNDS ON IMF OPERATIUNS AKE
MADE. UNLY U~ THE BASI® UF ELONUMIC AND FINANCIAL CKRITERIA,

— AFPLICATIUN UF numan RIGHIS CUNSIDERATIUNS TO IMF

5241 (R1/78)

TRANSAG T JUNS wOULY KEPRESENT AN EFFURT T0 DENY A& CUUNTRY
I wlwrio fin Tee IMF TO wMlCn IT 1S LEGALLY ENTITLED,
NUT OnNLY wUULY THIS obt INEWUITAWLE, IT w0ULD UNUERMINE
MEMBERSY “LLLINGNESS TU MEET TREIR IMF OBLIGATIUNS, IT
LUULD ALSU SNVITE UIHER CUUNTRIES TO RAISE POLITICAL
OBJeCTlung Tu IMF TRANSACTIUNS, INCLUDING

PUSOIbBLY THUSE INVULVING ThE UsS. (THE U,S, HAS DRAWN
FROM THe PUND UN 24 OQLCASIUNS IN AMOUNTS TOFALING

36,95 pili.lund,

11, 1A AMF IS Trk wURLULU'D CENTKAL MUNBETARY INSTITUTION
AND I8 UnlWub, [0 I8 NOT A DEVELUPMENT HWANK DR ALID AGENCY
AND plFPFERS FUJDAMENTALLY AN CHARKACTER, PURPKSE AND
UFERATLUN FROUM peVveELOPMENT BANKS aNp AIU AGENCIELS, THE
IMF'S PURPUSE 1S TY PROMOIE INTERNATIONAL MUNETARY
CUUPERA I 1UN, aNp 10 HelP PRUVIUE THE PRAMEWURK FOR AN
UFEN, LRUsING WUKLY BLONDOMY,

12, THE IMF'S MEMRERSHIF IS wIDESPREAD AND SPANS A BROAD
POLLTIVAL SPELTIRUM, DESPLIE THE CUNFLICTS == PULITICAL,
SUCLaL afp EVEN MILITARY == THAT HAVE ARISEN ANMUNG

MEMdp R FrRUOM TIME TU TIiME, THE MEMBERSHIF AND THE IMF AS
. TO REPLY BY MAILGRAM, SEE REVERSE SIDE FOR WESTERN UNION’S TOLL - FREE PHONE NUMBERS
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p AN INSILTUTLUN HAVE CAREFULLY RESPECTED THE RULES IN THE
CHARTER, we(CULHMLILING THAT ALL BENEFIT FROM THE UNIVEKSAL
SYSTE™ REPREDENTED oY THE IMrs, AND THAT ALL LOSE FKROM
POLITICLLLING THE INOTALIUTION,

185, THIS ™alTER HUST ITHEREFURE BE SEEN NOT JUST AS A
NICARALUAN LDSubs BUT ALSU A8 AN ISSUE INVUOLVING TrHE
FULLICIES anu PraALTICED UF THE IMF, NICARAGUA IS A MEMBER
JF THE Mk, HAS MET I1S5 LEGAL UolLIGATIONS, AND SHOULLD BE
TREATED AaLLUKUINGLY, THE FINANCING 1T HAS REGUESTED IS
™ AVALLABLE TU ALL MEMpEHS wrhU MEET THE CWRITERKIA, AND —
NICAKALUA MAS Ml THE CRIVEKIA, FOR THESE REASONS, THE
UNITED STaTed DIiu ~NUT DISSENT FPrUM THE IMF ACTIUN,

SINCERELY,
We MICHAEL BLUMENTHAL
15302 €51

MOMU UMM MM
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