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An IMF Happening 

As Iran's Ghassem Salehkhou settled himself into a 
first-class jetliner seat in Tehran for the trip to 
Washington last October, he could look forward to 
taking part in what normally is one of the world's 
plushest and most placid jobs, as one of the 22 ex
ecutive directors of the International Monetary Fund. 
But over the Atlantic, Mr. Salehkhou unfolded his 
copy of the International Herald Tribune and was 
startled to learn that he would be landing in what 
promised to be an ideological minefield. The story he 
read said that the Republic of South Africa was com
ing to the fund for a $1.1 billion loan. Because of the 
worldwide aversion to South Africa's racial policies, 
the loan could be politically the hottest in IMF 
history. And most IMF directors found out about it as 
Mr. Salehkhou did, reading a newspaper. In one jolt it 
gave the IMF directors the two things they don't like: 
surprise and publicity. 

This is the story of that loan-a story, obtained 
through leaked documents and more than 30 hours of 
interviews with more than half of the IMF directors or 
their alternates as well as staff members (all were 
promised that they wouldn't be identified). It is a tale 
in which countries have taken loud public positions 
and then turned around to do exactly the opposite 
behind the closed oak doors of the IMF board room, 
as all the proud talk about human rights dissipated 
into bland code words. 

This peek into the highly secretive IMF is relevant 
because President Reagan is asking Congress for $8.4 
billion in taxpayer funds to help the IMF meet a grow
ing loan demand from Third World countries with 
enormous debt problems. A House banking subcom
mittee is scheduled to vote today [May 5, 1983] on 
Mr. Reagan's request (the Senate Banking and For
eign Affairs committees have already approved it); the 
House subcommittee will also consider an amendment 
that would prohibit the United States from voting to 
lend IMF money to any country that practices 
apartheid. 

by Jonathan Kwitny 
Staff Reporter The Wall Street Journal 

Under the proposed IMF expansion, all 146 member 
countries of the IMF would increase their contribu
tions proportionately, but they may give 75 percent of 
their quotas in their own currencies. So in a way, the 
few hard-currency countries pay four times what 
others pay. The IMF bill has stirred both liberal and 
conservative opposition in Congress. 

The IMF world is dominated by middle-aged eco
nomists like Mr. Salehkhou whose personalities tend 
to be as reserved as their suits. Conversation at the 
fund is heavy with terms like "conditionalities," "post
shortfall adjustment periods" and other bankerly 
jargon. The directors talk and act alike, whether they 
are from Libya or England. You rarely see Africans in 
flowing robes at the IMF. You rarely see emotion of 
any kind. 

Directors usually learn about loan proposals at 
polite, informal luncheons with the managing director 
or in staff memos so delicately worded that outsiders 
wouldn't understand them. Any objections are resolved 
in advance in the same ultra-polite way. Later, the 
IMF's department of "external affairs" will tell the 
press what the fund wants made public, seemingly the 
less the better. Within anyone's memory, these 22 
men have never said no to anything proposed to them 
at a board meeting. 

But last November 3, when the South African loan 
came up, a real air of uncertainty hung over the 
cavernous board room. As the directors shuffled 
across the deep blue carpeting and plopped into over
sized beige armchairs around the heavy wooden 
horseshoe-shaped table, Mr. Salehkhou knew what he 
was going to do. The Ayatollah Khomeini had said 
there were two countries Iran wouldn't do business 
with: South Africa and Israel. Iran would vote no. 

But some directors, like Leiv Vidvei of Norway, who 
represented the Nordic bloc of countries, and Miguel 
Senior of Venezuela were unsure even as they entered 
the room how they would vote. Others, mostly repre
senting Western Europe and Canada, had been on the 
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phone for several days trying to persuade their foreign 
ministers not to let "politics" -concern over South 
Africa's racial policies-interfere with the technical 
economic decision on the loan. It wasn't generally 
known how these votes would go. 

Almost certainly, South Africa would get the $1.1 
billion. But there seemed a real chance that it might 
also get a humiliating rebuke along with the money. 
There was speculation that the IMF might put it on 
notice that the last of the money couldn't be drawn 
down and future loans wouldn't be approved unless 
South Africa started equalizing job opportunities 
within its borders and perhaps even reducing its mili
tary activity in Namibia. 

The outcome basically depended on the actions of 
two men, Guinea's N'Faly Sangare and Niger's Abder
rabmane Alfidja, who between them represented 40 
African countries. The could, with a strong stand, 
compel fellow board members to respect their racial 
feelings. 

There was a precedent of sorts. Two weeks earlier, 
the General Assembly of the United Nations-which 
has no power in the matter-voted 121 to 3, with 23 
abstentions, that the IMF shouldn't make the loan. 
Only the United States, Great Britain, and West 
Germany had voted for the loan at the UN and so 
would surely vote for it at the IMF. But voting at the 
IMF is weighted according to the members' contribu
tions, so those three countries had 31.38 percent of 
the vote (and each had its own director, as opposed 
to voting in a regional bloc). The balance to make a 
majority-24.25 percent-lay with six other North At
lantic directors, representing 31 countries. Just a day 
before the critical IMF meeting, alternate director 
Michael Casey of Ireland (in the bloc led by Canada, 
with 4 .26 percent of the vote) met Messrs. Sangare 
and Alfidja in the hallway. Mr. Casey anxiously asked 
them what they would do the next day. "Wait and 
see," they replied. 

The possibility of a challenge to the loan wasn't in 
the tradition of the IMF's customary aloofness from 
politics . But some board members say that long be
fore the South African loan, they noted a drift toward 
politicization, led largely by U.S. opposition to loans 
to left-wing governments such as a recent proposal for 
an IMF program for Grenada. The United States, 
however, denies that it lets politics influence its IMF 
vote. 

Some IMF directors noted that, in 1980, Grenada 
completed all the formalities to get a three-year loan: 
consultation with its board representative, a staff visit 
and favorable recommendation, approval by IMF Man
aging Director Jacques de Larosiere, and, finally , 
placement on the board agenda, which happens only 
after Mr. de Larosiere decides from his informal talks 
with directors that the loan isn't seriously opposed . 
But in 1981, three days before the scheduled vote, the 
U.S. director phoned his colleagues that the new 
Reagan administration oppos~d the loan on the 
ground that a new airport, which Grenada says is for 
tourism, might have a military use. The loa n was 
renegotiated for one year, and U.S. opposition has 
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discouraged new applications by Grenada. 
If politics is considered, South Africa is particularly 

provocative for, say, Saudi Arabia, which is the major 
recent contributor to the IMF, injecting about $10 
billion since 1981. Should the Saudi director, Yusuf 
A. Nimatallah, vote to lend this money to a country 
where his fellow Moslems live in segregated housing, 
send children to inferior schools, forego the best jobs, 
and get paid less than whites for other jobs? 

From the beginning, the South African loan de
parted from the normal IMF script, because South 
Africa isn't represented on the IMF board. The other 
countries in its voting bloc, which is dominated by 
Australia, kicked South Africa out in 1974, and no 
other voting bloc would take it. So when South Africa 
wanted to borrow, it went straight to a sympathetic 
staff member of the fund instead of consulting a direc
tor first. It also asked that the staff visit be kept 
secret. With the approval of the IMF managing direc
tor, Mr. de Larosiere, it was. Some directors were in
formed, but they kept the secret from their colleagues. 
Richard D. Erb, the director from the United States, 
was informed. 

A State Department document, circulated last sum
mer, shows that the department was considering ad
vising South Africa to delay its loan request until after 
the annual meeting of all IMF members in September 
in Toronto. The document, a proposed cable to the 
U.S. Embassy in Pretoria, suggests a warning to 
South Africa that a loan request could trigger an at
tempt at the meeting to expel South Africa from the 
IMF. Whether or not the cable was sent, South Africa 
got the message. It held off requesting the loan until 
right after the meeting in Toronto, where the question 
of its expulsion never came up. 

When the loan request did arrive, the news was 
leaked to the press before Mr. de Larosiere sent his 
normal package of loan papers around to the direc
tors . Mr. Nimatallah of Saudi Arabia was particularly 
irate at being surprised. He called on several directors' 
offices, including the Libyan, Iranian, and Indian, to 
develop economically based arguments against giving 
South Africa the loan. ("Unless you can talk in eco
nomic terms, no one will take you seriously," a direc
tor from that group says.) 

On November 2, the day before the board meeting, 
there was the unusual caucus of the "Group of 
Nine" -11 directors from Third World countries (there 
used to be nine). The African directors, Messrs. 
Sangare and Alfidja, pushed for a postponement of 
the vote, on the ground tha t because of poor commu
nications (despite the recent UN vote) they hadn't yet 
received instructions from all 40 of the countries they 
represented. One Moslem director says that he sensed 
at that meeting that the Africans were "getting cold 
feet." But there was a consensus to try for a postpone
ment first, before the loan was discussed on its merits . 

The next day, the crucial boa rd meeting opened in 
typical low-key fashion with some proposals by Bel
gian director Jacques de Groote . Mr. de Groote 
wanted to seat directors alphabet ically from the left of 
the executive director, Mr. de Larosiere, rather than 



from his right as was previously the case, and to 
create separate smoking and nonsmoking sections. 

Extensive discussion and polling found the directors 
about equally divided on this. It was finally decided 
that everyone would just sit where he was, but that 
World Health Organization data about the effect of 
smoking on nonsmokers would be reviewed and the 
question reconsidered. 

Finally, South Africa's representative to the IMF, 
D. T. Brand, was invited in to put forward his appeal 
for the loan. He did so in technical, economic terms. 

Then the Libyan director, Mohamed Finaish, the 
chairman of the Group of Nine, presented its plea for 
postponement. Mr. Finaish asked more time for direc
tors to consult the countries they represented and "to 
reflect on the complexities of South Africa's requests." 

Mr. de Groote of Belgium replied that the loan pa
pers were in order, that the proposal had been cir
culated for the requisite one month and that there 
was no reason to delay. Mr. Erb of the United States 
and directors from West Germany, Britain, the Neth
erlands, Italy, and the Nordic countries agreed. They 
held 46.88 percent of the votes. 

Mr. Nimatallah of Saudi Arabia again asked for 
more time. Then Mr. Alfidja of Niger, representing 23 
mostly French-speaking Black African countries, 
dropped his bombshell. He said the delay was so vital 
that if it wasn't granted, he would have to abstain 
from expressing any opinion on the loan. This meant, 
in effect, that the African governments, after breast
beating against apartheid on the world stage, had 
waived their right to object to the loan. 

According to the minutes of the meeting, Mr. 
Alfidja even went so far as to say that he "fully 
understood and supported" Mr. de Larosiere's recent 
statement admonishing the UN Special Committee 
Against Apartheid that the South African loan should 
be judged on routine economic grounds, not racial 
policy. 

The 17 -member English-speaking Black African 
bloc was represented by Mr. Sangare, a Guinean who 
had trouble speaking English. Years ago, when 
Guinea joined the IMF, it thought that the bloc of 
other former French colonies was too conservative 
politically, so Guinea asked to join the more leftish 
English bloc. But now Mr. Sang are took the same 
stance Mr. Alfidja had taken; he wouldn't argue or 
vote on the loan. 

A few directors said later that their intelligence from 
the Africans' offices had prepared them for this 
shocker. But Messrs. Nimatallah of Saudi Arabia, 
Finaish of Libya, and Salehkhou of Iran, along with 
A. S. Jayawardena of Sri Lanka (filling in at the In
dian chair) and Tai Qianding, the Chinese alternate 
director, were seething. They felt that the Africans 
had led them out on a limb and then left them dan
gling. 

Afterward, Mr. Salehkhou was heard to remark bit
terly, "We are used to being left alone when we need 
friends most." But at the meeting itself, the unhappy 
directors kept their peace. "It's the custom in the 
board that you don't speak too bluntly," one angry 

director said later. ''Things are couched." 
Perhaps angrier than even the Moslems was E. I. 

Mtei, a Tanzanian who had just arrived to be Mr. 
Sangare's alternate director for the English-speaking 
Black African bloc. It was his first day at work, and 
he had to enter the IMF through crowds of demon
strators outside the building picketing against the 
loan. He was shocked to learn of Mr. Sangare's 
stance. He told people later that he was "ashamed" 

· and that if he had been sitting in, he would have 
fought the loan no matter what. Later he quarreled 
long hours with Mr. Sangare. 

Venezuela's Mr. Senior, on the other hand, was de
lighted by what the Africans did. He was determined 
to support the loan if necessary, but he had an eight
country Latin constituency (4.84 percent of the total 
vote) that contained strong opposition to the loan. 
Now he took the same position that the Africans 
took. He said that he hadn't yet had time to consult 
his countries (though in fact he had consulted all of 
them) and abstained. It satisfied everybody. The op
posing countries in his bloc praised him and thanked 
him for his stand. 
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By now, the implication-drawn by nearly everyone 
at the IMF-was clear that abstention really meant 
approval. This applied particularly to the 40 African 
countries, which two weeks earlier had mounted a 
protest in the United Nations about the loan, but now 
at the IMF, where it counted, had in effect voted for 
the loan. 

Mr. de Larosiere continued polling the 22 directors 
on the postponement issue. Nine directors-not from 
smaller countries (they included China and India) but 
from poorer countries-asked a postponement. Eight 
others asked to go ahead. The rest kept quiet. 

Mr. de Larosiere then did his customary job of 
weighting the votes in his head and declared that "the 
sense of the meeting was that the discussion should 
be held as scheduled." Once the African countries had 
given the game away at the South African meeting, 
the swing votes were settled. Mr. Vidvei of Norway, 
who had an anti-South African speech in his pocket, 
left it there and abstained. Other white directors 
breathed a sigh of relief. "If some of the African direc
tors had spoken first and come out quite strongly, it 
would have put a lot of moral pressure on the rest of 
us," one European director remarked later. 

For the opponents-Moslems, Chinese and the India 
bloc-there remained the task of putting their objec
tions on the record. Votes at the IMF aren't just a 
casting of yeas and nays. They are a series of argu
ments, from which is gathered a "sense." Each is, in 
its own way, a message to the borrowing country of 
what the board is thinking. With its opponents' reser
vations on the record, South Africa would still get a 
message, but it would be a distinctly minority report. 
The effect was much weaker than if the European
Canadian delegates had thrown their weight behind 
the message. 

The voting began. First, Mr. Erb, in giving the U.S. 
"vote," spelled out at length the case for the loan. He 
noted that his position didn't indicate U.S. approval of 

CSIS Africa Notes, June 6, 1983 



4 ................................................ .. 

South African policies and that the United States op
poses apartheid. But the fall in the price of gold had 
given South Africa a trade deficit, so it qualified for 
the loan, he said in essence. He added that South 
African authorities had taken a "fiscal-policy stance" 
that "was a reflection of their apparent determination 
to solve the payment problems." 

Speaking in highly technical terms, Mr. Erb offered 
advance rebuttal to two criticisms he indicated he 
knew opponents would raise-first, that South Africa's 
economic problems are caused in large part by ban
ning most of its labor force from the best jobs and, 
second, that South Africa could borrow in the private 
market. He praised South African training and educa
tion programs that he said were helping to open up 
the labor market. And he said that the IMF staff 
thought South Africa's private borrowing potential 
was "limited." 

After Mr. Erb came Mr. Nimatallah, the big gun 
from the other side. He said that he "failed to see 
where" South African authorities were curing their 
fiscal problems. He threw his own voluminous statis
tics on top of Mr. Erb's, with different conclusions. He 
said that South Africa was being allowed to draw an 
unusually large part of its loan quickly, before its 
fiscal progress could be observed. He attacked "labor
supply bottlenecks," which everyone seemed to know 
was a euphemism for racial discrimination in hiring 
and pay. He accused South Africa of "taking advan
tage of the fund's cheaper resources" in its borrowing, 
and he worried that such loans would be cited in the 
U.S. Congress as a reason not to give more U.S. tax 
money to the IMF. 

British, German, French, and Dutch directors then 
gave long economic analyses roughly parallel to those 
of Mr. Erb, although Britain's John Anson pointedly 
mentioned that "labor policy" should be "surveyed 
more fully" and "addressed directly in any follow-up 
adjustment program." 

Giovanni Lovato of Italy was the only director to 
mention that South Africa's "sharply increased expen
ditures" had included "defense outlays." Privately, 
other directors complained that much of South Afri-

ca's rising military spending was hidden in its budget 
under innocuous-sounding items, and then said they 
weren't sure all had been deciphered. China, as usual, 
voted its feelings-negative here-but didn't make a 
speech, preferring to keep a low profile. Mr. Casey 
cast the Canadian bloc vote in favor, and Mr. de 
Groote put Belgium on the loan side as well. 

Then the group adjourned for lunch, after which a 
staff member offered a long dissertation on the delib
erations, attempting to answer some of the complaints 
that had been raised about the loan. Mr. de Larosiere 
declared the loan approved. 

Mr. Nimatallah then began to complain about the 
loan's having been kept secret. In typical IMF-style 
understatement, he said that "the failure of executive 
directors to be informed about the latest mission" was 
"a cause of some embarrassment." Mr. de Larosiere 
and several directors quickly replied that there was an 
occasional need for secrecy. Mr. Nimatallah quickly 
backtracked and assured Mr. de Larosiere that he 
continued "to have full confidence in management and 
staff." And the meeting adjourned. 

Why did the Africans cave in? The answer seems to 
lie in the rigid traditions of the IMF and their continu
ing dominance even in changing times. Many direc
tors said that the Africans basically understand that it 
is in their governments' interest to keep politics out of 
the IMF and to limit the fund's power to change the 
laws of borrowing countries. 

"If it ever came down to what country you like and 
what country you don't, Zaire and some of the others 
might not fare very well," said one European director. 

Another director wrapped up the feelings of his col
leagues who represent a majority of the voting power: 
"I think the way the African executive directors 
reacted was admirable-they didn't want to break the 
rules of the game." 
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