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• For Grenada, the U. S. executive director to the IMF 
and hi staff lobbied strenuously again t the two loans 
pro posed by the IM F's sta ff for the go vernment of 
M aurice Bis hop in 198 I and I 983. T he technical argu­
ments prepared by the depanments of State and Treasu ry 
fo r the U.S. position in 1981 criticized Grenada 's plan to 
bui d an international a irport. The U. S. go vernment was 
concerned that th_e airport would be used fo r military 
pu rposes by Cuba a nd the Soviet U ni on, and had put 
pressure on the European Economic Commu ity(unsuc­
cessfully) not to di rectly fu nd the airport . 

The U ni ted States had already cut all its bilatera l aid to 
Bishop 's government a nd exciuded Grenada from the 
Carib bean Basin Initiative . According to news reports, it 
had also sought to reduce Grenada ·s receipts from 
tour ism by encouraging Grenad a's neighbors to cut back 
on the flo w of touris ts using their in te rnational airpo rts 
to get to Gre nada. Nonetheles , it appeared that Grenada 
would st ill be able to build the airport using Cuban a nd 
Eu ropean a ·s istance, and reso urces freed up by borrow­
ing from the IM F. According to a source in the S tate 
De partme nt , Secretary of State Haig pounded he table 
in his office and o rdered his to p policy-makers fo r Lat in 
America to ensu re tha t there woL ld be ''not one penny fo r 
Grenada" coming from the internalional financial insti­
tutions . Subsequent U. S. lobby ing red uced the loan from 
the nine million dollars over three years recommended by 
the IMF staff to three millio n d o lla rs over o ne year. 

In this case , the United Sta tes continued its tradition of 
offering only technica l, economic a rgu ments in the [Fls. 
The U .S. critique in the IMF did not add res the military 
ut ility of the airport, since such issues are beyo nd the 
IMF's purview. Instead, it argued that the cost of 
constructi ng the airport would hurt Grenada's balance of 
payments, a concern that is in the IMF's purview. The 
[M F staff and Grenada countered that the airport would 
aid the coun try's bala nce of payments by increasing 
tou nsm. 

What was un precedented abo ut this case was that the 
U.S. posit ion was based on a critique of a part icu la r 
project. Thi was a breach of IMF ru les . JMF IM ns are 
condit ional only on countries meeting macroeconomic 
tarn:ets d ir ctlv related to the balance of payments . The 
IM~F frequently suggests the alte ra ti on of specific eco­
no mic practices o r projects to meet these ta rgets. but if 
the count ry can meet the m in other wa ys, hese ·ugges­
tions need not be accepted. 

In A ugust. 1983, the United States again t ried to bl oc k 
or reduce a three-year IMF program for Grenada. It 
crit icized a nd then formally opposed this a greement, for 
fourteen millio n dolla rs, for ha ving macroeconomic 
taroets that were too lenient. The other executive 
dir;cto rs rej ected this argument. and su pported the lM F 
staff in approving the loan. Following the U.S . invasion 
in Octobe r, the United tares has prepared Grenada fo r 
pa n:icipatio_n in t~e Caribbean Basin I~ative a ml take n 
it n1f the ··h1r lis t fo r the I Fis. v 

• r -, 'l"icaragua, he r_- :iit ·ci States in the -;um mer of 
u-.:, ·1i-:1· il~ ::iaop ed -, p, ·•1LL orpo~ ng al! Jevelll p-

ment projects , bo th in formal votes and it h delaying 
techniques during the preparation of projects by the !Fls· 
technical staff. It has succ eded in suspending \Vor!d 
Bank lending and slowing down a number of projec sin 
the o ther !Fls. Becau ·e the United States h0lds veto 
po wer over the IDB"s ·oft-loan window, )[icaragu::i has 
been denied an imponant sour o f 'evelopment capital. 
T he ju tification offered or the U. S. po ition recall th::it 
off ere for the succes -ful U.S . attempts to cut off iending 
by the MD B to Chile under the late Salvador Allende: 

icaragua ·s macroeconomic policies are so bad that even 
the best deveiopment project would be a waste of money. 

Few obse rvers take this stance at face value. :\' icar ­
agua ·s macroeconomic polic ies diffe r lit t le from tho e 
followed by m ost de veloping countries , and the inter­
natio nal agencies give Nicaragua gene ra lly good ma ks 
for its administration of developmen t proj ects. In a 
recent meeti ng of its executive board, the other members 
of the IDB bitterly took the U .S . to task fo r vetoing a 
routine disbursa l to rica ragua for the completion of ;:i 

successful deve lop ment project initiated in 1978 . 
The tone o f the c riticisms indicates that U.S. politi ­

cization of the IDB may damage the wo rking re la tions 
need ed for it to function smoothly. The remar' 's of the 
Canadian repre:-.enrati ve were fairly typical of the frustra ­
tion expressed in the boa rd meeting: 

Whateve r the macroecono mic policies of Nic:1ragu:1 may 
be, it seems to us tha t in this panicula r case lhe benefits 
of the completion of the road project are ·e rtainly 
commensurate with the costs and the macroeconomic 
po iicies of the country would seem to bear li [[le relation 
to the complet ion of the project. 

Directors representing Central America and Brazil were 
c:ven more direct , daiming that the U.S. ac tion on 
Nica ragua , o ne of a hall· dozen ta ken over the past t vo 
years , was an unjustifiable rebuke to the staff of the IDB 
a nd a dangerous e xamp le of poli ticiza ti on for an insti­
tu tion wh ose only crite ria relate to economic develop­
ment. 

Sou rces in the executive branch ind ic::ite that U. S. 
acti o ns in the M D8s are componenr of a plan to place 
severe pressure o n, a nd pe rhap:-, destabilize nd o ·er­
throw, :\ficaragua's go\ ernment. They indicate rhat t e 
United States would block any attempt by , ic:iragua o 
impro ve its oor re lations with the I\,! F in opes of 
obtaining a loan. 

• Cuba a!so has beeri marked fo r ·peciai attention in 
the one IFI to which it belongs- the [nternational Fund 
for Agricultural Developmen t (IF AD). Here Congres • 
has outdone the ad min is tration by mandating that U.S. 
co nt ributions to IF AD not be used fo r projects in Cuba. 
This pr::ict ice is kn own as earmarking funds. uch 
ea rmarking co ntradicts the IF A D's charter, w hich. lik, 
the charters of all the I Fi s, does not permit earmarked 
contributi o ns. To ::ivoid controversy 0ver the earmark­
ing, the U.S. delegation to the IF. , D h:.i s • dopti.: · 
policy of o ppo~1ng a II i-'rojects for C · r.a .i L. :·• :-. ,; : ' .-: :- ; • . . c 
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