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Office of International Justice and Peace 

May 11, 1979 

The I-Ionorable 
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 Sornoza 
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 International Monetary 
Fund's protestations of political neutrality. 

l~lvc 

JBH/aff 

Sincerely yours, 

J. Brya IIehir 
ciate Secretary 
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r< t, V t:. K t:. j'J U J. 0 to< VAj~ rl t:. H lR 
AS~UCIAlt 5t~KtlARY 

U~PAklMt~T Uf 50~14~ UEVE~WPM~NT AND WQHLD PEACt 
ljl~ MA~SACHUb[TTS AV~., N.~. 

WA5 H I 1"4. li 1 0 i ~ , L}. C" 2 0 u 0 :, 

1.YUu HAvt URGtD THAT THE ~NITtu STATtS OppuSt H~QuttilS 

bY IHt Nl~A~A~UAN GUVtRNM~~T ~Uk HA~ANCE·O~·pAYMENTS 

F 1 NA f~ Cl f\J ~ t- HU ['II T r1 E 1 N.r E. ~ NAT ! 0 N AL. ,..1 0 N f:. TAR y FUN I) lIM F ) • 
2. ! HAvt CUN~luEREU THIS MATTtH CA~~~ULLY ANU CONCLUDED 
THAT 1Ht U l~ 11 t LJ ~ T Al t~ b 5 HUUL U NuT UP P0 SE. THt r< Eo ~ UEST 5 • 
j. dEFuHt tXP~A1NING fH~ ~~ASON5 FUR THIS D~ClSlON, LET 
Mt t~~M~ASllt TH~T uU~ P051fluN ON THt IMF HEQU~STS IS IN 
NU ~~y AN A~l U~ PU~11ILAL SUP~URT fOR THE NICAHA~UAN 

"0 Hto RN(-j t i~ l A(~i) S r1 UU~ D NUT b l:. ~ 0 I i'J T f:. R~ Rt TED. 0 lJ ~ A'1' TIT UuE 
TU~ARU IHt ~lCARAGUAN ~UV~~NM~Nl HAS b~tN MADt ~~EAR ~y THE 
ti 1Aft Ut. PAR r i~1 t i'J. T: ~ t uE. to P l..." Y REo ~ Rt T THAT THto N I CAR A GUAN 

~UVtHNMtNr HAS b~~N UN~IL~lJG Tu WORK TO~ARU A UEMOCRATIC 
SOL Ul 1 Ur~ l 0 IrS p () L! 1 rCA L ~ RI SIS. THIS HAS LED THE U.S, 
fa fAKt A Nur~lbtR UF STEPS, SUCH AS TNt wITHDRAWAL. Ur THE 
U.b. M1LI1AkY MISSIUN, ANU A G~NERAL REDUCTION IN U,S.
 
DIPLUMAtl~ pwtStNCE. ~E DtPLOHE lH~ ~ONrlNUING
 

\JIUL,AlluN~ U~' riU!"lAN RrG~1TS THAT HAVI:. UCl;URRt.D IN
 
Kt.. Ct. 1'41 \.Ai t E~ , J\ i\~ U v.J r.. rt t:. fr,1 A 1N L. 0 N Vl Net. LJ THAl ThE. UvERA L..1.
 
SIT UAT l U :"4, I ['4 ~ I CA~ A(; UA CAN f\j UT SUB 5 T ,A NT I ALL Y I i"J PRO Vt.
 
w! l' HtHJi ARt:. S U L.. Ul r 0 f~ UF THt ut: EP E. Nr l\l G D(j ~l EST I C POLITICAL
 
C~·?ISIS.
 

[ lJ. t. t r i~l tAL S 1...1 to f"i P MA, ~ I l t. 1 HAl to< t. sP E. CT FOR HUM A N RIG HTS 
1S A F U1\ U A t"1' t i'~ rA L. f:. L. t:. f~ t: N i Uf U. s. FOR t I GNP 0 LIe Y. wE. 
HAVt LAUN~Htu MAJUR INITIAT1VtS TO P~OMOTE THAT 
U t3 J t c r1 v t. , 1 i'~ 1 l I AT I vE~ t. H ! CH 1 ti S TRON l; LY SUP paR T, ANl) 1 
btLIEVt ~t MUST USt ALL APPWOPH1AT~ POLICY IN~TkUMENTS 

1UJ HA r t J U. 
~ • f r1 t 1 1"1", rl (] f'l f.~ Vt H, 1S N U' AJ APJJ R0 P R I AT t. 1NS T~ UMt.. NT F 0 ~ 

THt, ~ t. I:.. r' F- Urll S, Ai\i. U A j~ ATTt rv~ P T b Y THt:. UNIT E0 STAl t::. 5 T0 
1 r" TkO U Ul, t, MU Wi~. I~ R 1. GH TS CON S ! [) t RAT I CJ N SIN T0 J. r'1 F I,) t. CIS ION S , 
bY UPPUb!f!UN TO THt ~lNANLING k~WUEST FOR NICAHAGUA, 
~UULD ot A ~~HluUS MlhTAKt. 11 ~uuLU BE S~~N AS A u.s. 
f'/lUVt:. Tu r~ULIll~ILt lHt. lr,,1~ .- A~ INSTITlJTION THAT HAS 
R~MAll~tLJ t-<t:.i'~A~KAbL..Y ~R[t. Ur PULITIC,AL INTtR~£RE.~CE., AND 
~HO~l CUNTINutu 5UCLttiS Rt~Ul~t~ THAT 11 R~MAIN THAT WAY, 
P(] L1 TIL 1 ZA 'r 1 U1'J 0 r THE I N SI I 1 UTI UN W(] UL D 5 E. Vt:. R~ LY DA. MA(, t. 1T 
AND rlA~M fHt lNl'ER~~T~ UF 'THE UNITED STATts AJU OTHtR 
ME:MdEfo< L,Uui.jr~lES FLJ~ lHE rLJL.LO~!NG t-(~ASONS,-. 

TO REPLY BY MAILGRAM, SEE REVERSE SIDE FOR WESTERN UNION'S TOLL - FREE PHONE NUMBERS 
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b. lMt lMf 1S rH~ CtNftHPltCE U~ aUk ~FFOHTS TO PkUMOTE 
~	 A ~'A 8 L t ~ 1'1 tJ S jVj ULJ THL Y 0 P t,. ~ A1 I N~ 1 NTt~ RNA TION AL to (., 0 NOM I C 

SYSl Ef1, A 1\41J I [\1 Pk ~ "E THE t: L: UN UM1C wt L L t3 E. IN" 0 r f'J tOP L E 
T~RUUGHUUt lrl~ WU~LU. IT ~AN fUKTHEH TH~St !NTERtSTS 
KN~Y su LU~~ AS 11 !S ptkMlrTtO'TO ~~HV~ THt PUMPOSES
FUR Vi ~i 1 L H 1 I 1 ~ 1 r\f T t i'~ U E. 0 • 
7. tvt~y MEMotR WF THt lM~ HA~ dOTH LEGAL R!GhT5 AND 
ObL!GA1!_UN~ •• INCLUUING THt ~lGHT TO ~tCEIV~ ~INANCING 

~HE:N t"X~t:.klti~Cli\j(J oAL,ANCt:. U,. PAYMI:NTS OlF'rICULTIE,S, AND 
TH~ Ub~lbAT!U~ TU P~OVIDt FINAN~lNG WHEN ITS bA~ANCt OF 
PAYME~f~l~ lS SfkCJf\JG. EACH J,,(Y,f' Mt,r~bt.R HAS A QUOTA, ANI) IS 
~tGALLY UbL!GAftU TU MAK~ ~Ub~CHIPTIU~ PAYMtNTS TO TH~ 

IMf f~UAL TU THAf QUUfA. THUS TH~ MtMdER'S QUUTA 
oE"I' t;: k ~'I 1 i"~ t. b ! 'f S U t~ L 1L, A T I UN 1 l) PRUVIDE r I NAN C! N(., • I TAL S0 
ut'f t:. R l"'~ 1fJ t_ S '! f SAL, CE. S ti TU J. t'i r r< E:. ~ Ul,J Ret s • 
b. J.~ ,A fi!t.Htst.;.< l)t:v~L...OPS A bALANCE. Of' PAYMENTS PkObL..t.M 
AND AWU~T~ AN ~CUNOMIC tiTAb!LIlATION PROGRAM ~lVING 

SUb~TA~I!AL JUST1~I~A1IuN O~ lHt MEMBEH'S ~~fOR1S TO 
UV~HCUMt !T~ uI~FrCULrlts, lHAT MEM~tR IS tNTITLED TU USE 
lTS CUH~ENLY ra PURLHA~t ~k~EL~ USAb~E 

LUH~~N~!~~ UI~DtR THt !M~'S kt~ULA~ CHtU1T FACILITY IN AN 
AM0 U l'~ 1 l) t f t:. r< :.., ! '\1 t U ~, A T ti E;. j\l A T1L ALL. Y 8 Y ITS 1 IVl F QuUTA • 
9. IF ~ HtM~~~ IN ~ALANCt U~ PAYM~NTS DIFfltULT~ 

tXPtWI~NLtS A SHUR1~ALL IN lT~ ~XPUHT EARNINGS uUt TU 
CI RL U 1'1 51 Ah Ct;. t) LA to< u ELY b t:. YlJ ~ 0 1 T~ CON 1~ 0 L, AND CU 0 p Eo ~ A Tt:. s 
~ITH Tht lMFJU SOLV~ rTb ~AYM~N1S OIF~lCULTI~S, THAT 
MtM~Ek LAN uSt 1'5 LUKH~N~Y Tu PURCHASE FREELY USAbLt 
CUR~t.i~(,t:.\} UNut~ lH~ IMf"' CO~itJE:.NSArORY FINANC1Nli FACILITY, 
ALS U 1 j\j A ~\j A, MUUN r [) t. 1 to. ~ l'1 I Nt: U H Y ITS 1MF QUO TA• 
10. U~UtK 115 CHAHTtR, u~ClsrWN~ ON IMF OP~~AllUNS AH~ 

MAU 1:,. l) i~ L y 0 '\11 HE. 8 AS I ~ U~' t:.l: 0 NUMI CAN L) fIN AN CI ALe t'< 1 Tt RI A• 
APPLILAllu~ U~ HUMAN ~IGH)~ CUN5IDtHATIUNS TO !MF 
l RAN S A. ~i 1u !.~ S W(J UL lJ to< E:.I-J Rt St: Nl' AN [ F F' UI-< T T0 Dt:. NV A CaUNTRY 
(He, ~llJH'l~ IH T~1~ Ij~IF TU ~HICH IT l~ LEGALLY tNTIT,"t.(). 
NUT ul'JLY t;/L!UL",l) THIS dt lNt.IJiUI TAbLE, IT lAIOUL.P UNUERMINf.: 
MEMbt~S' ~lLLINGNES5 lu MttT THtIR lMF OBLIGATIUNS. IT 
L. UU L() ALSU 1 f\J V 1 T1::. (j 1 1':1 t. R CUU t'~ T r< 1 t S TOR A1S t. POL 1 TIC AL 
ob J t CT ! u f'~ ~ I LJ I MF' T~ ANSAC " ! UN S ,IN' l. U() I NG 
PUS\)IbLY lHUSt. 11~VULVJ.N~ 1M!:. U.ti. ('THE:. u.s, HA~ DRA~N 
fROM TH~ ~u~u UN 2ij O~CASIUNS IN AMOUNTS TorA~LN~ 

Jib,':) blLL..lUr'J). 
11. '!1 t. 1 t1 ~ 1 ti THt wU to< Lu'S CE. NTk A L M0 N E. 1 ARYIN S TIT UTI 0 N 
ANU IS ~Nl~UE. 11 I~ NOl A utVELOPM~Nl ~ANK Ok AIO AGtNCY 
ANO ul~~tHS FUJDAM~NrA~~Y !N CHARACfEH, ~URPKSt AND 
UPtHAJ1U~ F~UM ~~VELO~M~Nl HANK~ A~U AIU Ab~NCI~S. THE 
IMf'S PU~PO~~ 15 T0 Pko~Oit I~TtRNATIONAL MUN~TA~y 
CUU~E.R""I:IUt~, ,4NU10 Ht.lRtJ tJHUVIUt:. THE ~RAME:.wURK rOR AN 
UPt~, G~u~lN~ WUKLU ~CONOMV. 

le. lHt J.MF'~ ~ofit::!~1lj~~~HIP IS \f;lUtSPREAL> AND SPAf~S A d~OAD 

POL!Tl~A~ S~t~rHUM. DES~lrt THE CONFLICTS •• PO~ITICAL, 
SUCIAL ANU tVEN MILITARY .- ThAT HAVE ARISEN AMUNG 
MtMd~~~ f~UM TIME T0 TIM~, TH~ ~~M8tR5HIP AND THE IMF AS 

TO REPLY BY MAILGRAM, SEE REVERSE SIDE FOR WESTERN UNION'S TOLL - FREE PHONE NUMBERS l 
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..	 AN 1 N S I 1 Tu1 1 U j\j H AvEe Ato< t:. ~ UL L Y Rt.. 5 ~ ~ (, TEl) THE RU~ t SIN THE:. 
CHA~T~~, Kt~UGNILIN~ THAT AL~ btNEFIT FROM THt UNIV~RSA~ 

SYbl el'''1 k t P K t ~ t, f~ T t:. 0 d Y T ~'; f:. 1 r"'1 f, ANOT H A'T AL. L L U5 t r ROM 
POLlrl~lilNG TH~ rN~TlTuTIGN. 

1'>. 'THl~ l"iAlrER ("jUST lTr1t.~tFuRE BE ~Et:.N NOl JUST AS A 
Nrc A t-( AGUA l~ J. ti S U t. , t) UTA i. 5U ASAN ISS UtI NVOL V1~ G THt. 
PULIClt~ ANO PKA~TIC~~ Uf lHE IMf. NICAHAGUA IS A MtMBEH 
~F THE !M~, HAS MET ltS L~GA~ Uo~lGATIONS, AND SHUULU BE 
r~tATEU AL~URU1NGLY. THt ~INANClN~ 11 HAS H~Qut~TED IS 
A~Al~A~LE TW ALL MEMdtKS ~MU MttT TH~ CRIT~HIA, AND 
N 1CA~ A~ LJ A. riA S 1"1 t:. T Trl f:. CRIt l to< I ~.. FOR l' HE. St Rf:.A SON S , THf:.. 

UNlfEU ~rATtb UIU NUT OlS$tNT ~~UM THt IMF ACTIUN. 

SINCtREI.Y, 

1,S:02 t~r 

TO REPLY BY MAILGRAM, SEE REVERSE SIDE FOR WESTERN UNION'S TOLL - FREE PHONE NUMBERS l 


