Why the IMF must
look beyond Europe

tis doubtful that the Interna-
tional Monetary Fund has ever
attracted as much publicity as it
has in the past two weeks,

The arrest and bail of its managing
director, Dominique Strauss-Kahn,
hasdominated news and television
around the globe. Wehave seen
pictures of the $1153000-a-night hotel
suite, We have been treated to graphic
details of the alleged offence and now
we have astream of women coming
forward with stories of pastindiscre-
tions to eclipse those of Tiger Woods.

People might be thinking that the
job of managing director of the IMF
involves an expensive lifestyleand a
lotof spare time, Thave known the last
four managing directors (including
Strauss-Kahn) and seen the phenom-
enalworkload involved. Being
accountable to 187 nations who are
members means constant travel. The
managing directorusually attends
meetings ofthe G20, European
summits, the Asia-Pacific Economic
Co-operation forum, and awhole host
ofotherregional meetings. In between
they meet with an executive boardin
‘Washington and run an institution
with 2400 employvees. How suchajob
leaves time for any non-work-related
activity isa mystery tome,

Evervone is entitled tothe
presumption ofinnocence, butitis
obwious that the conduct of Strauss-
Kahn.including an admitted affair
with an employee, has diminished the
public standing of the institution. The
next time the IMF calls forrestraintor
transparency therewill bealotof
people wondering whatqualification
ithas oneither count.

Sofarlittle has been heard from
governments around the world. There
hasbeen alot of positioning about
who should succeed him butno one
hasmade the obvious point that the

appointee will have a huge job to
rehabilitate the public trust and
sianding of theinstitution. Unless it
carries public respect, no one is going
tobotherlistening toits policy
prescriptions. And ithas to shape
those prescriptions with input from
people who have real-world experi-
ence in economic management and
have beensuccessful atit

Oneofthe thingsyou learnwhen
vouspend time atthe IMF (Iwas a
part-time governor fornearly 12
years) isthatitislargelyisolated from
public accountability. While notion-
allyitis accountable to governments
and ministers, in practice they area
longwayv away and distracted by
domestic issues, leaving the organisa-
tonlargelytoitself,

The IMF is governed by avoting
system that haschangedlittle since it
was setup after World War Il Asa
result Furope is massively over-
represented and the rising Asian
economies under-represented. The
Dutch voteis double Indonesia’s,
Belgium has abigger vote than South
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Korea. Thelargestvotingblocis
Europe, with about one-third of the
votes, [fthe 15 votes with Europe
then collectively they have a majority
which has been traditionallyused to
nominate a Furopeanasimanaging
director of the IMFE and an American
as president of the World Bank.

Europeis nowmoving to nominate
asuccessorto Strauss-Kahn. Itshould
be careful. Asweall now know, itdid
notmake a gzood decision thelast time
itexercised this privilege.

Claims that a Furopean should run
it becauseit is providing large finan-
cialassistance to Europein supportof
countries such as Greece and Ireland
are nonsense. No one in Europe
argued thatan Asian should mn the
IMFwhen Asiareceived IMFloans
and financial support during its

Claims that a European
should run it are
nonsense.

financial crisis in the late 1990s, In
factnooneinAsia evenarguedthat.
But,sotto voce, Asians didnotice
the terms they were given were maore
onerous than the terms given to Latin
America during its earlier crisis. They
donotice howthe assistance to
Europeis morelenient again.

The managing director of the IMF
stood over the ageing Suharto as he
signed terms for IMF assistance to
Indonesia in front of television
cameras. The program was designed w
bring abouta change of government.
andit did. A Buropean leader would
never be miliated like that.

Because of the mistakes the IMF
made during the Asian crisis, the G20
was formed to give all regions and
emerging economic powersa voice in
global econormic affairs, The chair-
manship of the G20 rotates between
members and is open to all continent:

The G20 represents the global
economy, which has changed mas-
sively since the arrangements to
govern the IMF were putin place, The
IMFhas changedlittle,

Until yvou see a managing director
chosen outside Furope you will know
the IMF stillhasalong way to go to
reflect the world of the 21st cenmry.

Peter Costellols a former IMF
governorandmember ofthe IMF
committee,



