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Safeguard of the International Finance—IMF

Introduction

IMF Employees Feeling Besieged

Jeffrey Waite feels “a little bit under siege? .” He’ s an educa-
tion specialist at the World Bank and from his office can see police
barriers below, put up as defense against demonstrators who have
very publicly pledged® to hut down the bank and its sister institu-

tion, the International Monetary Fund.
[ from John Burgess, Washington Post ]

IMF Confirms Abuse of Ukraine Funds

The IMF has confirmed allegations® that the National Bank of
the Ukraine engaged in illegal transactions totaling $ 935 million
designed to artificially inflate Ukrainian reserves and increase its eli-
gibility for IMF money. The IMF statement follows a story by
MSNBC . com in which a {ormer investigator and a senior US official

alleged far broader abuses by the Ukrainian government.
[ from Sue Lackey, MSNBC News]

Who Is in Charge

Rough ride for IMF job nominees

In the diplomatic dance to fill top positions at institutions like
the World Bank and International Monetary Fund, the players are
damned if they do things wrong, and damned if they do them right.
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4 Safeguard of the International Finance—IMF

The IMF took months of divisive and damaging closed-door dis-
cussions along what outsiders said was the wrong route to find a suc-
cessor to France’ s Michel Camdessus as managing director after Ger-
many insisted it was its turn for the job.

Bitter arguments between Germany and the United States hu-
miliated® Europe’ s first candidate®, and countries left out of the
European discussions said the traditional method of letting Europe
find a new IMF boss was deeply flawed.

“Nobody really thinks we have ended up with the best candi-
date we could have had,” said one monetary source, referring to
IMF managing director designate Horst Koehler, a former German fi-
nance ministry official .

Outside experts like Harvard economist Jeffrey Sachs have long
urged the IMF to let a committee select its bosses, choosing people
based on their ability to do the job rather than because of their na-
tionality or whose “tum” it was.

Mexico took up the baton® on Wednesday when the finance
ministry said the IMF top post must be open to “ideal candidates,
independent of their nationality or whether they are supported by a
particular geographic group.”

A spokesman for Japanese Prime Minister said Europe should
not have a monopoly@ on the IMF job. By tradition, a European has
always headed the IMF and an American has headed the World
Bank .

A key German argument was that it had never had a top level

international position, and deserved one now to reflect its role as the
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world’ s No 3 econoniy .

(from Xinhua China Daily , 2000.3.17]

Chapter 1 Ah ! IMF

The international Monetary Fund (IMF) features prominently in
today’ s media. Its visible and contentious involvement in the Asian
.crisis has attracted inordinate media attention both good and bad.
On one end of the scale, it has been portrayed as an institutionalized
financial messiah®, whose mere presence is able to resurrect emaci-
ated economies and restore the public’s confidence. However, at
the same time it is also regarded as a Western-dominated financial
bludgeon whose measures are aimed to break open developing e-
conomies for foreign pickings.

Such disparate and exireme opinions are often underscored by a
common want of understanding of the primary aims and functions of
the IMF. Despite the IMF’ s prominence and its crucial participation
in resuscitating® these ailing Asian economies, its exact functions

and operations remain an enigma to many.

1.1 IMF at the First Glance
1.1.1 The Unpredictable World
The Asian financial crisis shocked the world. It seems that the

world is neither as cosy® nor as predictable as we had supposed.
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Despite a nation’s best wills and years of hard work, it is more evi-
dent now than ever that uninterrupted growth and prosperity can nev-
er be depended on. The value of money is merely an index of the
world’ s confidence in a nation’ s economic fitness . As economic for-
tunes tumble, the loose change in our pockets has been demonstrat-
ed many times—can become worthless ovemight.

What recourse® is there in such an unpredictable world ?
How can we prevent similar economic shocks from recurring with
wearying cfclical inevitability in the future? Step in, the IMF,
an organization now in its 46th year, underpinned® by some of
the world’ s leading economists ( though criticized by others ) .
However , an international rescue often comes at a price : finan-
cial reform, political change, fiscal tightening , and austerity®

measures .
[from IMF and Asian Financial Crisis, Peter G .Zhang)

1.1.2 The IMF: Doctor, Savior—or Wastrel ‘
Robert J. Barro claims that the Intemational Monetary Fund is
the cause of financial crises and should “go out of business” (The
IMF doesn’ t put out fires, it sta1;t5 them; Economic Viewpoint, -
Dec. 7). Using his reasoning, we ought to abolish the medical pro-
fession, which also creates moral hazard. It is obvious that people
who smoke, drink too much, and otherwise fail to take care of them-

selves know that they can fall back on their doctors. If there were no
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doctors and other forms of medical treatment, such self-abusive mis-
behavior would diminish® or even stop .

It is refreshing that someone speaks out against one of the
world” s most redundant? and counterproductive institutions. Evi-
dently, demanding the IMF’ s dissolution is politically incorrect but
the only way we can save hundreds of billions of taxpayers’ dollars.
How can anybody in his right mind throw $ 22 billion at an econom-
ic basket case like Russia, as the IMF did last July, after billions
had disappeared in that black hole before?

And how could things ever change, if nobody checks the IMF‘
and its non-elected, tax-exempt® officials? The time has come to
tell the IMF to close down and its employees to stop rubbing shoul-
ders with the high and mighty and go home—and for free-market

forces to take charge of foreign aid.

[ from Michael Mussa, Norbert Bernhard, Robert Solomon,
Aug.31,1998, Businessweek ]

1.1.3 IMF—A Mysterious Existence

But what is the IMF? Despite its increased visibility as a result
of the Asian financial crisis, the International Monetary Fund re-
mains a mysterious presence on the international scene. Consider-
able confusion reigns about why it exists and what it does. Some ob-
servers, confusing it with the World Bank or another aid institution,

are under the impression that the IMF exists to subsidize® economic
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