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PREFACE

This Memorandum is one in a series of studies result-
ing from a continuing program of Latin American research
supported by The RAND Corporation's own funds.

The present analysis of the interplay between politi-
cal and economic factors in Colombia is intended as a
contribution to the interpretation of the process of
economic and political change in Latin America. Based on
field research carried out in 1966, during which the author
was able to observe at first hand the presidential elec-
tions, the study focuses on the relationships between the
traditional and modern political styles. The actions of
the new Colombian President, Carlos Lleras Restrepo, in
his handling of the international exchange crisis in gen-
eral and, more particularly, in dealing with the recommenda-
tions of the International Monetary Fund are analyzed from

the perspective imposed by Colombian domestic politics.
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SUMMARY
Playing a central role in Colombia's national poli-

' tics, the President of Colombia must seek support from two
_different systems of influence and obligation: one, the
classical, predominantly oriented to regional interests

and expressions of partisan and personal loyalty; the
other, pragmatic and industrial, more concerned with the
promotion of economic development. The government which
the President administers must contend with the demands
placed upon it by political interests representative of
both styles. The constraints to which the current Presi-
dent, Carlos Lleras Restrepo, finds himself subject are
imposed in part by the National Front system of govern-
ment and in part by the nature of the election which
placed him in the Presidency.

As embodied in the Colombian Constitution, the
National Front system provides for alternation in the
Presidency between candidates of the traditional Liberal
and Conservative Parties and for equal representation in
all elected bodies. Since its inception (1957) serious
divisions within both parties have produced permanent fac-
tions. Currently there are five factions, and they fall
into three groups. The first group is composed of tradi-
tional party factions opposing the National Front system.
The second is composed of the followers of a former Presi-
dent, General Rojas Pinilla, who are for the most part
Conservatives and neo-fascists, together with followers
of other populist ideologies. The third group is made

up of the traditional party factions supporting the

National Front. All three groups are strongly oriented



to the Congress as a vehicle for political expression;
they support its prerogatives vis-a-vis the Presidency.
~In this political climate President Lleras encounters
both overt and covert opposition in the Congress to his
developmental and political reform schemes.

Initially, Lleras' election campaign showed a certain
aloofness toward the traditional parties. It used mass
media and personal tours to emphasize economic development.
His strongest opponent, the Rojas Pinilla party, ANAPO,
elicited impressive demonstrations of public support by
harping on the theme that the Natiopal Front had caused
public suffering by promoting currency devaluations.

Faced with the possibility that Rojas would win a large
vote, Llerés switched his tactics and began to rely more
heavily on the vote-getting networks of the traditional
parties. The elements of these parties supporting the
National Front won a majority in an election marked by
widespread abstention from voting. The inescapable con-
clusion was that Carlos Lleras owed much to the National
Front politicians of classical style who produced his
winning majority. After several months in office, Lleras
found himself confronted by a vehement Congressional oppo-
sition, a predominantly unsympathetic public, and a lack
of cooperation on the part of his own National Front co-
partisans in the Congress.

Problems with the International Monetary Fund arose
just as Lleras was beginning to consolidate his executive
position. By insisting on overt devaluation, the IMF con-

fronted Lleras with what he considered to be a politically

impossible condition for a standby loan. He responded by

breaking off negotiations with the IMF and elaborating a
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system of controls designed to reduce foreign exchange
demand without openly devaluating the Colombian peso.

By the skillful use of nationalistic language and by
rather carefully putting together the elements of his
foreign exchange controls program, Lleras was able to
arouse public sympathy and support for his political
posture -- support useful not only for conducting negotia-
tions with foreign credit institutions, but also for gain-
ing advantages in the domestic political struggle. Presi-
dent Lleras must have public approval if he is to realize
the main substance of his development program and avoid
most of the restraints and compromises forced on him by
the traditional party politicians in Congress who helped
elect him.

Lleras' skillful exploitation of the disagreement
with the IMF should not be interpreted as automatically
opening the way to successful domestic reform and develop-
ment. Rather, it is one illustration of how to build up
small increments of public support. Success in implement-
ing major reform programs will most probably result from
the accumulation of small political gains such as this.

There is no guarantee that Lleras can always use to
his advantage any conflicts that may arise between Colombia
and her foreign sources of credit and economic assistance.
The IMF-Colombia impasse, indeed, confronted Lleras with

a situation that could have harmed him.
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I. INTRODUCTION

The Colombian domestic political system sets up a
number of constraints on the types of economic development
policy Colombian presidents may follow. That the Colombian
government is so short of foreign exchange funds that it
has to define its economic policies in close association
with major international credit and economic assistance
organizations such as the International Monetary Fund (IMF)
and the U.S. Agency for International Development (AID)
becomes in itself a major input into the domestic politi-
cal system.

One purpose of this paper is to illustrate the ways
in which domestic politics influence President Carlos
Lleras Restrepo's policy options in regard to international
loans and their conditions. Another of its purposes is
to discuss the President's use of Colombia's recurrent
foreign exchange crises for the enhancement of his domes-
tic political position. The recent dispute and temporary
impasse between the International Monetary Fund and the
Colombian government serves as a vehicle for discussing
the interplay of domestic and international considerations
both on economic policy followed by the Colombian govern-
ment and on the relative strength of groups and personali-

ties involved in the domestic political struggle.
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II. COLOMBIA'S DOMESTIC POLITICAL SITUATION

THE CENTRAL POLITICAL ROLE OF THE PRESIDENT

Colombian presidents and would-be presidents have to
manage the power that accrues to them as the chief of two
different systems of influence and obligation. The style
of power in the first system may be called classic or
traditional, and its symbolic components are the time-
honored rhetoric of the two major traditional party labels,
the somewhat static hierarchical social value attached to
family name, occupation, and regional origin, and the
premium placed upon formal courtesies, romanticism, and
spirituality. The style of power in the second system
may be termed pragmatic or industrial, and its symbolic
components, while not necessarily excluding traditional
elements, revolve around the means for increasing produc-
tivity in scientifically-based enterprises. The chief
executives of Colombia find that the promotion of a transi-
tional or developing economy resolves itself into the
difficult political job of providing leadership for two
worlds that are often poorly connected and from time to
time in direct conflict.

For the current President of Colombia, Carlos Lleras
Restrepo, the problem of increasing productivity has been
a major concern of his more recent political career. His
election campaign of 1966 was based in large measure on a
promise to transform the national economy, and thus
indirectly the nation's social structure, by promoting
greater material abundance in which all groups would share,

and with which all would be satisfied. The tone of his
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campaign messages was not revolutionary. He did not call
for a profound redistribution of existing wealth. He did
not even emphasize a program conducive to the rapid acquisi-
tion of wealth by large numbers of Colombia's numerous

poor. Instead, Lleras' campaign platform emphasized in-
creasing the size of the pie and handing out more and

better tools for cutting it up.

A significant part of his recent electoral success
can be traced to his influence over individuals and organ-
ized groups whose economic function is related to the use
of scientific technology‘-- industry and oréanized labor,
and the urban service and commercial sectors that depend
on them. These sectors of Colombian society, especially
large-scale commerce and industry and the liberal profes-
sions serving them, demonstrate a certain confidence in
Lleras that identifies him as one of their own. It is
among these people, more than any others, that he has
friends and commands loyalty; it is here that his views
are respected as authoritative and indicative of the best
way to proceed.

Now that Lleras has reached the pinnacle of consti-
tutional power, if he is to maintain the confidence of
his supporters, he is obligated to perform efficiently,
in accordance with his nonrevolutionary but dynamic~-
sounding campaign platform. Efficient performance can
mean slighting the immediate needs of some industrial
sectors while favoring others. Even if he dogg_a good
job in general, particular groups, once friendlyﬁ may
turn against him when faced with the impact of his programs.
Lleras' influence, with its dependence on his performance,

gives us some idea of the presidential role in the
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pragmatic-industrial political system in Colombia. Yet
Lleras is very much part of the other, more classical,
system -- as are all Colombians to some degree -- by
virtue both of his political past and of the fact that
many Colombians who helped elect him not only are not
part of industrial Colombia, but even have interests in
conflict with it.

The two political systems, in the bridging of which
the Colombian president plays a unique role, can be ob-
served in clearer relief from time to time as the presi-
cent faces situations that call for the exercise of extra-
ordinary power. The disagreement between the Colombian
government and the IMF helps to illustrate the importance
of the two systems, their mutual relations, and the role

of the president in each.

THE NATIONAL FRONT COMPROMISE AND THE EVOLUTION OF COMPET-
ING POLITICAL PARTY GROUPINGS IN THE CONGRESS

Lleras, as President of Colombia, is the leader of
the National Front system, the constitutionally formalized
compromise arrangement whereby candidates from the Liberal
or Conservative parties alternate every four years in the
presidency, and all government bodies, both appointed and
elected organs, are divided equally among sworn members
of each party label. This curious arrangement for the
division of power between the two traditional political
parties is the governmental form of the truce ending their

violent struggle for control of the government carried on
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during the late forties and early fifties.1 The National
Front compromise also represents the traditional parties'
alternative to the military regime with populist orienta-
tion established by General Gustavo Rojas Pinilla which,
in the mid-fifties, threatened the traditional parties'
monopoly of the political party structure.

Since the days in which the National Front was con-
ceived and then formalized into law by plebiscite (1957),
other political groups -- party factions and extra-party
movements for and against the National Front system --
have developed as the true political contenders for Con-

gressional seats and administrative influence and control.

POLITICAL PARTY GROUPINGS IN THE CONGRESS, THEIR ORIENTA-
TION TO THE NATIONAL FRONT COMPROMISE AND THE ROLE OF
CONGRESS

One such group is composed of the permanent dissident
factions of the traditional parties that are lukewarm or
definitely opposed to the National Front. In the case of

the Liberal party label, the Movimiento Revolucionario

Liberal (MRL) assumes this position. For the Conserva-
tives there are essentially two groups: the followers of
the late former President Laureano Gdmez and of his son

Alvaro, currently a Senator; and the followers of the

There are numerous descriptions of the origins of
the National Front system. The politics of its creation
are amply discussed in Carlos Lleras Restrepo, Hacia la
restauracion democrédtica y el cambio social, Bogotd, 1963;
Alfonso Lépez Michelson, Colombia en la hora cero,
Ediciones Tercer Mundo, Bogotd, 1963; Jorge Villaveces,

La derrota, Editorial Jorvi, Bogot4, 1963.
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late Gilberto Alzate, a powerful regional caudillo. These
Conservative factions have tended to coalesce, calling
themselves the Independent Conservatives since late 1966.

The party factions owe their existence to the identi-
fication of past and present leaders with loyal regional
electorates, ideological affinities among a faction's
leadership, and personal animosities cultivated over the
last thirty years. These have tended on the one hand to
divide parties, and on the other to prevent the complete
cooperation within the National Front of all sections of
both traditional parties nominally supporting it.

Another and most singular political grouping is the

Alianza Nacional Popular (ANAPO), a populist movement fed

at its base by large numbers of urban working class and
lower middle class people who remember the ANAPO chief,
former military President (1953-1957) General Gustavo
Rojas Pinilla, as a benefactor and popularly oriented
leader. Apart from the demagogic Rojas and his family,
the leadership of the ANAPO is a curious mixture of self-
proclaimed fascists, authoritarian socialists, religiously
motivated Catholic conservatives, and simple opportunists
who see in Rojas' personal appeal an opportunity to give
popular weight and prestige to their particular causes.
Because of the constitutional provision that allows in-
scription of candidates for public office only from the two

traditional parties, the Liberals and the Conservatives,

2These impressions of the diversity of the ANAPO's
leadership were gained from extensive conversation with the
movement's leaders during a lengthy 1966 field trip to
Colombia.
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the ANAPO has had to run legislative slates with the
traditional party labels above its own insignia.

Both the populist movement oriented to the caudillo
Rojas and the regularized dissident factions of the tra-
ditional parties have made attempts to cooperate with each
other, the most notable of which was the malfunctioning
coalition to oppose Carlos Lleras\and the National Front-
supporting Liberal and Conservative party factions in the
1966 Congressional and Presidential elections. A semi-
official vote count gave the combined anti-National Front,
anti-Carlos Lleras groupings forty percent of the vote in
the Congressional elections; their presidential candidate,
chosen at the last moment, received thirty-eight percent
of the vote.3

A third political force is composed of the Liberal
and Conservative factions supporting the National Front
compromise arrangements, and together ostensibly forming
Carlos Lleras' own "party." The major Conservative faction
supporting the National Front and President Lleras is led
by former President Mariano Ospina Perez (1946-1950), now
in semi-retirement, and his wife, Dofia Bertha. Many of
its leading figures have had long Congressional careers
secured on the one hand by close relations with Ospina
in the national capital and on the other by strong ties
to a regional or departmental electorate. The National

- Front Liberals are known as the official Liberal party,

3These returns are based on official counts taken
before the electoral court considered the final recount.
The Registraduria Civil has yet to publish its final elec-
tion figures.
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and its membership resembles the Ospina faction in age,
length of career, and social status.

Finally, one can distinguish within this group sup-
porting the National Front several younger, more intellec-
tually inclined Congressmen whose identification with a
given faction is nominal. Most of the younger legislators
are official Liberals.

In the Colombian context the Congress provides the
national arena for the play of traditional party politics.
In spite of the compromise of the National Front arrange-
ment, it is here that one notes a continuation of the
Liberal-Conservative struggle, albeit complicated by intra-
party conflict as serious and permanent as the interparty
contest. Here, too, one notes the presence of parliamen-
tarians, some of whom exercise great national power,
while representative of regionally powerful interests.

In many cases these men remain prominent, continually re-
turned to Congress, because of their strength in all or
part of the department that elects them. To ensure their
inclusion on party lists and a place, if not a position,
in national politics, these Congressmen depend more on
following the long-established procedures of a parliamen-
tarian's life than on an aggressive response to the prob-
lems of economic underdevelopment.

Throughout the history of the National Front, rela-
tions between the executive and the legislature have been
difficult. To a considerable degree, the difficulties
can be traced to a National Front regulation requiring a
two-thirds majority on all legislation excepting only

certain items initially agreeed upon by the two-thirds
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majority to be social reform issues. On these, a simple
majority is sufficient.

Yet this rule, with its implied minority veto of
legislation, is not the only deterrent to major legisla-
tion, most of the proposals for which emanate from the
executive branch. President Lleras, himself a long-time
parliamentarian from Bogotd and Cundinamarca Department
with its own position as the major industrial and govern-
ment center, now assumes the role of the great architect
of national economic growth. He has plans and directions
for all corners of the Republic. Inevitably, some of
these plans will conflict with the demands Congressmen
would like to place upon the national government. In
fact, relations between the President and his own National
Front Congressmen are strained, especially over the alloca-
tion of the national budget. Opposition by this grouping
is what one might expect to find in any governmental system
in which the legislature and the presidency are independent
of each other and are elected from different types of
constituencies. Inability to move major legislation
through Congress led Lleras to remark at the height of
the IMF impasse: '...there is an immense chasm between
the real country and the political country which seems to
ignore true national problems.... Not one single executive
bill has been passed by Congress, while in four months of
government I have had to sign numerous regional aid laws...
which if totaled up would represent the national budget

for ten to twenty years."

4From a speech before the Coffee Growers' Federation,
El Espectador, Bogot4, December 15, 1966, p. 1-A; hereafter
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Congressional opposition to Lleras by the other two
non-National Front groupings is more general, and in
large part is a continuation of the same stance which
caused each to reject Lleras' candidacy and the National
Front compromise. The ANAPO is Lleras' most vehement
opponent, dedicated to total obstructionism in its strategy.
Opposition by the Independent Conservatives stems in part
from ideological views based on pro-clerical, pro-industrial,
and strong party-identification attitudes, and in part from
simple dislike for a long-time adversary. The MRL has
adopted a more pragmatic position, as there is much simi-
larity between Lleras' recent economic and diplomatic
proposals and points in their own platform. Still, opposi-
tion on personal and at times ideological grounds continues
as the MRL faction's basic Congressional line.

Since none of these factions currently in the opposi-
tion has been in power since 1957, with the exception of
certain members of the Independent Conservative alliance
during part of the Alberto Lleras' government (1958-1962)
and his succeeding Valencia government (1962-1966), their
role in recent politics has been confined to the long-

established parliamentary system. In other words, it has

referred to as El Espectador.

Several of Lleras' plans can be expected to arouse
considerable opposition even from the National Front Party
factions. One, a constitutional reform removing control
of public works such as sewage, water, and power systems
from departmental and local control and reducing the de-
partmental assemblies to small consultative houses, cuts
directly into the spheres in which many politicians make
their money and begin building a parliamentary career.
See ""1966 Economic Review of Colombia,"” EIU Quarterly
Economic Review, No. 4, December 1966, pp. 5-8.
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not fallen to these groups to exercise any clearly defined
administrative, executive, or executive-advisory role.

The more Carlos Lleras and his intimates have developed

an image of economic development expertise, the more

these groups have tended to retreat either into expressions
of partisan, sectarian sentiment for its own sake, or into
intellectual-ideological dissent from the direction and
emphasis of administration policy. 1In this they have been
joined, from time to time, by various members of the
National Front party factions who have not found it within
their personal styles, or in accord with the regional
and/or economic interests they speak for, to become ardent
supporters of the technically oriented, central management
President now in control of the executive branch of the
government. Thus, the Congressional scene includes both
open and covert opposition to the Lleras Administration,
the former on the part of the declared oppositionists and
the latter in the de facto unwillingness of many members
of the National Front factions to support legislation

emanating from the Presidency.5

LINKAGES FORGED BETWEEN PRESIDENT LLERAS AND THE POLITICAL
PARTY GROUPINGS AS A RESULT OF THE 1966 ELECTION CAMPAIGNS
AND LLERAS' EARLIER POLITICAL ROLES

In spite of what now appears to be a rigidifying

conflict between the President and Congress, one should

5A public description by Lleras of his problems with

National Front legislators is carried in El Espectador,
January 15, 1967, p. 1-A; a report on Congressional com-
plaints against the President over budget matters appears
in El1 Espectador, January 12, 1967, p. 1l-A.
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not forget that Carlos Lleras has some very strong links,
both past and current, to the Congress and to the parties
and their parliamentary-oriented politicians. Lleras, like
all Colombian presidents since 1930 except General Rojas,
has had a Congressional career in addition to his minis-
terial and academic public lives. His first political
successes were gained in the mid- and late-thirties as

the author of much of Colombia's labor and social assist-
ance legislation. Later, during the 1946-1953 period of
Conservative government which witnessed the apogee of
political violence, Lleras assumed a leading role in the
National Liberal Directorate. From time to time he is
still attacked by Conservative opponents as having been
the financial and political brains behind the Liberal
guerrilla bands that were especially active in 1951-52.
Toward the end of Rojas Pinilla's regime he took a leading
hand in the consolidation of the National Front which,
among other things, has cemented the traditional parties
into the Constitution to the exclusion of all other
potential parties.

But apart from this history, Lleras' strong connection
with the parties and parliamentarians demonstrated itself
through the course of the 1966 Congressional and Presiden-
tial campaigns.6a A hero or villain to many even within
his own Liberal party, Lleras followed a tortured path of

false starts until his nomination was secured in September

6Accounts of Carlos Lleras' political life are several.
Two of the most illuminating are Carlos Lleras Restrepo,
op. cit., and Alfonso Lépez Michelson, Los Ultimos Dias
de Légez, Ediciones Mito, Bogotd, 1961.

®The Congressional elections took place on March 20,
1966; the Presidential elections on May 1, 1966.
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1965 with the strong intervention of his less-than- s
sympathetic cousin, former President Alberto Lleras.7 His
. Presidential campaign was launched by the inauguration of

the Comité Bipartidista Nacional, an ad hoc group of

Conservatives and Liberals, in which the more technocratic-
ally-oriented leavened by a few master politicians such as
Alberto Lleras occupied the positions of true responsibility
and leadership. To be sure, as the Comité was organized

on departmental and municipal levels, anybody and everybody
of some political importance was incorporated, but in its
inner workings at the national level it was composed of

less party-oriented politicians, i.e., those congenial to
Lleras' recent view of politico-economic life. The Comité

Bipartidista financed Lleras' Presidential campaign --

distinct from the Congressional campaign with which it
overlapped -- and provided a Colombian imitation of a
mass-media-conscious, New Frontier-like campaign oriented
to "the people" rather than to the party faithful.

While the Lleras campaign was getting underway, the
seemingly timeless structures of the traditional party
factions as well as the ANAPO were shaking theﬁSelves
awake in preparation for the March 20th Congressional
elections. The Rojas party, ANAPO, began its campaign
with a continuous roadshow of Rojas and his family speak-
ing at public rallies all over Colombia. Meanwhile, the

Independent, or Lauro-Alzatista Conservatives and the MRL

7Aides on Carlos Lleras' campaign committee, paradoxi-
cally directed by Alberto Lleras, related to me the serious
nature of the mutual dislike between the two; the lack of
political alternatives and the need for official National
Front unity, however, demanded cooperation between them.
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eyed ANAPO's apparent popular support with some hope of
alliance.

That alliance began to function, albeit imperfectly,
in mid-January 1966 as Rojas continued to build up steam
in the form of larger and larger public rallies. Part of
Rojas' popular strength came from the fact that he had
formerly had actual control of the government during which
time he had oriented his regime toward public works and
social welfare measures. Thus Rojas' campaign was able
not only to make promises for the future, but also to play
upon memories of actual performance in the past. Rojas
continually referred to the gross disparities among socio-
economic classes in Colombia, and he regaled his audiences
with attacks on the so-called Colombian oligarchy -- in
the form of the National Front regime and in the person of
Carlos Lleras -- to the delight of his working class and
lower-middle class crowds.

One of Rojas' most telling attacks on the National
Front and Carlos Lleras involved the issue of devaluation.
Inflation and a slowdown of the flow of imports resulting
from the 1962 and 1965 devaluations had created considerable
public anxiety over any future devaluations, and Rojas
exploited without mercy the fact that the National Front
governments had several times before devalued the peso.

He also charged that Lleras and the National Front were
tools of international lending agencies and United States
interests. On those occasions in which Lleras and other
National Front candidates engaged in informal exchanges
with their followers, the tenor of the questions reflected

the substantial penetration of the devaluation issue
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into the consciousness of the politically active popula-
tion.

Just when Rojas' demonstrations of strength were
becoming harder to conceal, even in the almost totally
Llerista national press, an attempt by Lleras' campaign
leaders to establish a single election date for the sepa-
rate Congressional and Presidential elections failed,
much to Lleras' disgust. The unified election date was
sought so that Lleras' opposition would have to choose
a Presidential candidate early in the campaign and back
him strongly. Given the uneasiness of the opposition
coalition, it would have been unlikely that a strong and
popular opposition candidate could have been agreed upon.
The anti-Lleras and anti-National Front opposition's best
chance for preventing Lleras' election victory lay in the
possibility that it could defeat the National Front party
factions in a separate Congressional election to be held
before the Presidential contest.

Adjusting to this strategic reverse, Lleras began
to play heavily on the theme that a victory in the May
Presidential election had to be preceded by a March vic-
tory in Congress for the loyal National Front party. In
spite of his personal campaign promises to make a national
transformation of the economic and social structure, it
became apparent to Lleras that he would succeed electorally
only if the traditional party factions supporting the
“National Front were able to hold against the ANAPO and

8These impressions result from first-hand observation
of meetings and campaign strategy of the leaders of the
participating groups in the 1966 elections.
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its opposition allies. As Rojas' campaign strategy began
to threaten the National Front and Lleras' bid for the

~ Presidency, Lleras was forced into increasing dependence
upon the traditional party politicians. Again the problem
of composing a party list to assuage localist and particu-
laristic economic interests, which were in command of
pockets of votes, became a prime task for the national
politicians, both technocrats and party-directorate men
alike.

In the election, the ANAPO captured the largest per-
centage of the vote (18 percent) since its first election
foray in 1962, but the National Front-supporting factions --
assisted by the abstention of 60 percent of the voters --
held on, and the Lleras candidacy was saved. Anticlimac-
tically, Lleras won the Presidential contest six weeks
later against the Rojista Liberal candidate by a ratio
of more than one and one-half to one. Again, the most
striking mass electoral phenomenon was the non-voting

majority.

TWO IMPLICATIONS OF THE 1966 ELECTIONS FOR PRESIDENT LLERAS

Out of the drama of the election emerged two political
facts which have presented Carlos Lleras many frustrating
moments singe his assumption of the Presidency on August 7,
1966. One is the fact that abstention, apathy, and ignor-
ance combine to keep 50 to 60 percent of the eligible
voting population away from the polls. Without a voting
electorate to register public sentiment and show where it
stands with respect to configurations of regional and

economic interest, Lleras has to deal with a large unknown
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which may or may not be receptive to his various programs
and ideas, some of which may produce significant changes
in prevailing economic and social patterns. With more
than half the electorate not voting, and 38 percent of
those who did vote going against Lleras on May 1, no one
talks seriously of a workable public mandate for Lleras
to carry out his national transformation programs.

The second political fact, one perhaps more galling
and troublesome than the lack of a clear mandate, is that
Lleras' personal campaign plus the effort of the Comité

Bipartidista could not clearly claim the victory, limited

though it was. The traditional party factions relying
on their net of departmental, regional, and local caciques
turned out a vote for Lleras to prevent the possibility
that Rojas and his ANAPO party might win enough in the
Congressional election to provoke either the urban lower
classes or the military to change the game completely.9
In the thinking of men whose style is that of the politi-
cal deal, the mutual tradeoff, so great a service cannot
go unrewarded. Today, in the Colombian Congress and in
the departmental and municipal administrations, these
party men are awaiting payments of various kinds, while
the declared opposition shows few signs of flexibility.
Even in the face of this difficult legislative situa-
tion Lleras seems less inclined to pay his debt of grati-

tude than many assumed he would have to be. So far, he

Lleras' own campaign people feared a victory or near-
miss by the ANAPO would cause the army to take over the
government in order to block Rojas. A military takeover
would have ended the National Front system and added fuel
to Rojas' struggle to return to power.
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has sent a constant barrage of bills and ministers to the
Congress in an attempt to shame it publicly into action.
But Congress has not responded except on measures directly
related to the import and exchange controls crisis involv-
ing foreign credits.lO Legislation connected with his
desire to rationalize bureaucratic procedures and improve
government service has been stymied. Only recently has a
potantial crack appeared in the opposition with the modifi-
cation, aided by MRL legislators, of the two-thirds major-
ity rule in the Congress.

Progress in the Congress from Lleras' point of view
has been very slow. In brief, before the eruption of the
impasse with the IMF, Lleras was clearly lacking the one
weapon probably most effective for persuading Congress to
act more cooperatively and for avoiding the full measure
of obligation and compromise imposed on him by the nature
of the 1966 election victories: strong popular support,

especially in the major urban centers.

OThe Congress passed an administration bill giving
the President special powers to draw up a statute regulat-
ing foreign exchange and foreign trade two months after
the bill was introduced. Lleras threatened to decree the
law under his state of siege powers if Congress continued
to withhold approval of this measure. See El Espectador,
February 1, 1967, p. l-A, and February 24, 1967, p. 1-A.

Congressional action on this measure is reported
“in El Espectador, December 16, 1966.
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IIT. COLOMBIAN PERSPECTIVES OF THE DISAGREEMENT
WITH THE IMF, NOVEMBER-DECEMBER 1966

In the short period, November 29 through December 10,
1966, President Carlos Lleras Restrepo and his Ministers
carried out an extraordinary executive maneuver in response
to an especially critical episode in the seemingly endless
crisis arising from insufficient foreign exchange and re-
serves for Colombia's foreign purchases. The accentuation
of the crisis was produced by a breakdown in negotiations
between the Lleras government on the one side and the
International Monetary Fund on the other. Lleras' govern-
ment was negotiating with the IMF for a standby loan of
sixty million dollars with which Colombia would be able to
meet a good part of the public and private foreign debt
about to fall due.

The IMF position was an orthodox call for diversifica-
tion of Colombia's foreign exchange earning products and
for an immediate devaluation of the peso from its offici-
ally pegged rate of 13.50 to 16 to 20 per U.S. dollar.12
The intent of this devaluation was to lower domestic de-
mand for imported products as well as to give official
reality to the free market price of the dollar which

ranged between 16 and 18 pesos during most of 1966.

12El Espectador, November 30, 1966, pp. 1-A and 10-A.
Lleras outlined the situation in his lengthy national TV-
radio speech on November 29. He implied he was surprised
and perhaps chagrined that Colombia-IMF differences over
the standby loan were also affecting Colombia's negotiations
with AID over its Program Loan to Colombia. The IMF sits
on a committee that reviews the disbursements of the Pro-
gram Loan.
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The IMF hoped to stimulate exports by the resultant lower
prices for Colombian goods. Implicit in the IMF's ortho-
dox position was a skeptical attitude toward the various
specific plans outlined by Lleras.

Lleras and his government planners had been pressing
upon the IMF a program for lifting Colombia out of her
continuing balance of payments and foreign exchange prob-
lems by rationalizing and more efficiently directing the
numerous government institutions dealing with economic
development. Lleras' program rested upon governmental
direction rather than faith in the automatic market mech-
anisms favored by the IMF.

The balance-of-payments problem, it should be noted,
had been aggravated in the months prior to the impasse
with the IMF by generally adverse international market
conditions for Colombia's largest export products. Coffee,
which earns over two-thirds of Colombia's foreign exchange,
and on which all Colombian governments since the late for-
ties have relied to create an industrial sector, was earn-
ing six to eight cents a pound less in late 1966 than it
had been earning earlier in that year. Even at the pre-
vious price of roughly fifty cents a pound, coffee earn-
ings were incapable of supplying the capital necessary to
spur large-scale industrial expansion and just barely
able to supply foreign exchange requirements for existing
domestic industries. World prices for cotton, another
large export, were also depressed, and sugar, a crop
Colombia's Cauca valley produces all too easily, was _
affected by a weak world market and a modest U.S. market
quota. While these export market conditions prevailed,

the Colombian government continued an import policy
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initiated by the previous regime's Finance Minister that
allowed much uncontrolled importation using foreign ex-
change obtained on the legal free dollar mexrket.]'3 To
illustrate Colombia's serious financial straits, Lleras
revealed that at the time when the IMF negotiations turned

sour, the Banco de la Reptblica owed 126 million dollars

in debts for which it had no funds. This deficit did not
include the foreign debt of governmental and semi-
governmental entities or private persons.

Lleras continues to hold, as he has for several years,
that the solution to the long-term crisis of Colombia as
an agrarian coffee-producing but nascent industrial economy
lies in what he terms an "economy of abundance." This
view, an ideology of economic growth, favors government
controls for limiting price instability and handling for-
eign exchange crises. It encourages increases in domestic
production, while paradoxically permitting increased con-
sumption, both domestic and foreign, of that production.
Thus, as he has publicly stated in innumerable election
campaign speeches and presidential addresses, Lleras is
in principle not inclined to restrict demand, except
when necessary to meet special crises and to regulate
development. In dealing with the IMF Lleras re-empha-

sized his four basic policy guidelines for achieving

13Employing a policy favored by AID, Colombia allowed
many imports to pass to the uncontrolled list, but it
never completely removed controls on imports. Controlled
imports enjoyed a dollar exchange rate of 13.50 pesos;
uncontrolled imports were valued at the free market price
of the peso.
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the economy of abundance:14 First, '"a balanced budget
[on current accounts] designed to prevent inflation stem-
- ming from [government] fiscal causes and at the same time
permitting greater development of public investment."
Second, '"a coffee policy that will lead to implementation
in fact of [domestic] market control and of the inter-
national coffee agreement without resorting to inflation-
ary'" financing of the production, procezsing, and market=-
ing of the coffee crop. Third, "a credit policy that will
fully orient credit toward an increase in production and
will divert it from merely speculative uses.'" Fourth,
""a more moderate earnings policy for both salaries and
profits that will prevent an abrupt increase in certain
lines of income from giving rise to a demand that cannot
be supplied, and will prevent price increases that would
nullify the advantages that might otherwise be obtained
by workers." These basic policies are to be "supplemented
by a planned production policy to increase production for
both domestic and foreign markets.'" In support of these
policies and their yet-~to-be-fully implemented programs,
the President and his émall,‘immediate coterie of like-
minded ministers and friends function as a hovering,
cajoling force overseeing the implementation of the
economy-of-abundance programs, often in even their small-
est details.

In Lleras' view, a vital element of his approach is

the continued sympathetic assistance of public international

14El Espectador, November 30, 1966, p. 10-A. (The

economy of abundance [economfa de la abundancia] was
Lleras' personally favored slogan in the 1966 election.)
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lending and credit institutions such as the IMF. 1In
reference to the broad outline of his policies, he said,
"We thought we might work in perfect harmony with the IMF.
Our program contemplated a constant search for equilibrium
in the balance of payments with the understanding that we
could count on a certain amount of foreign financing."
Prior to the breakdown of conversations with the IMF
Lleras said very little in public about the foreign exchange
problem, especially in its more acute short-run manifesta-
tions, other than to state quite clearly that he expected
creditors and credit institutions to carry him until he
could work some changes for the better in the exports and
coffee markets picture. From the Colombian Government's
point of view the IMF, and by implication, AID, countered
Lleras' optimistic evaluation of his own crisis management
skills with a stock-in-trade set of loan conditions that
strongly implied little confidence in Colombia's future
without devaluation. Indeed, one can sense in the IMF
response a certain amount of weariness with rhetorical
dynamism and less-than-spectacular economic management on
the part of the Colombian Government. This weariness seems
curiously similar to the notable distrust or perhaps lack
of confidence in government, politicians, and their promises
found in many Colombians. Such attitudes are reflected
both in periodic flights of Colombian domestic capital
and in the lack of participation in the electoral process

of a majority of those Colombians eligible to vote.

15Ibid.
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The IMF's firmness did not dim Lleras' drive to man-
age Colombia out of its current troubles on his own terms.
. Faced with the IMF refusal to provide psychological sup-
port as well as monetary credit, Lleras attempted both to
carry out his general policies and to demonstrate to his
foreign creditors and loan sources that the Colombian
economy, under his constant leadership, was worthy of
their support on the terms he proposed for it.

The IMF's position seems to have piqued the Colombians
on more than economic grounds. The program proposed by
IMF, assuming as it did the devaluation of the peso, would
have put Lleras in an exposed political position at a
moment when he was just beginning to build up political
strength with the voting public as well as with various
politically powerful special-interest communities. While
Lleras had been propounding his tightly managed economic
expansion approach throughout the protracted Presidential
campaign, he and his National Front backers were accused
of supporting the other devaluations (1962 and 1965) which
had caused a great deal of inflation and unemployment
distress.16 His opposition, especially the Rojas Pinilla
forces, endlessly accused him of preparing another devalu-
ation. These charges, together with Lleras' less-than-
spectacular showing at the polls, seem to have made it an
article of faith for his regime that overt devaluations

were to be avoided at all costs. As one Colombian close

l6John Sheahan, Imports, Investment, and Growth:

Colombian Experience Since 1950, Economic Development Ser-
ies Report No. 38, Center for International Affairs,
Harvard University, Cambridge, June 1966, pp. 21-24.
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to Lleras recently put it: "Politically, devaluation goes
hand in hand with extreme unction.'" Lleras and a few
close friends, veterans of what may be termed a circuit-
ous thirty-year struggle for the presidency and with it
the power to direct the national economy, showed open
irritation with the IMF's seeming indifference to the
delicate political situation and the fragile state of
popular support, a support necessary for combating politi-
cal opponents in the Colombian Congress and departmental
administrations. Such a direct challenge to Lleras'
skills and point of view could not be tolerated, for
political as well as economic reasons. In effect Lleras
was forced by the IMF to insist forcefully and publicly
that he, not the Fund, really understood the nature of
the crisis and the true range of ameliorative measures.
Lleras remains determined, if he can, not to accept from
foreign sources what he calls limits on the management

of policy.17

1781 Espectador, November 30, 1966, p. 10-A.
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IV. THE IMPORTS AND FOREIGN EXCHANGE CONTROL PROCEDURES:
PRESIDENTTAL DECREE-LAW 2867 AND RESOLUTIONS 48 AND 49
OF THE JUNTA MONETARIA

When negotiations with IMF came to a standstill on
November 26, 1966, Lleras and his ministers moved quickly
to expand and to tighten the already existing partial
controls over the movement of foreign exchange and the
flow of imports. Lleras' task was aided by the fact
that the state of siege declared in May 1965 by his pre-
decessor, Guillermo Leén Valencia, was still in effect.
Drawing upon the authority of Article 121 of the Colombian
National Constitution, which permits the President to
issue decree-laws during states of siege, on November 29
Lleras issued Decree 2867 of 1966. This decree froze all
dollar accounts in Colombian banks and in the local branches
of foreign banks. It also suspended the sale of dollars
on the free market and required all holders of dollars to
declare their holdings. Subsequent decrees, it stated,
would establish the priorities by which foreign exchange
would be allocated to Colombian purchasers, and at what
price and under what conditions dollars formerly available
on the free market would again be offered for sale.

Bogotd hummed with speculation over the President's
move,

The next day (November 30) while Lleras and his ad-
visors worked out the exchange and import control proce-
dures, the Government decreed new methods for financing
and purchasing the coffee crop and for exchanging dollars

earned in the coffee sales into pesos. These adjustments
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were intended in part to compensate for the continuing
adverse international coffee market. But it is also quite
likely that they were made in the midst of the IMF dispute
to reiterate the Government's position.18
Forty-eight hours after the publication of Decree 2867
of 1966, Lleras published the details of his foreign ex-
change and import control procedures in two somewhat over-

lapping resolutions of the Junta Monetaria,19 Resolution 48

in the morning, and Resolution 49 in the afternoon of

December 1, 1966.20 Resolution 48 specified the powers

and procedures of the Junta Monetaria and other government

agenciés for allocating foreign exchange in general.
Resolution 49 detailed the priorities and procedures for
determining the use of formerly free dollars. Taken to-
gether, these resolutions represent the Lleras administra-
tion's solution for the foreign exchange issue: controls
on all imports, no official devaluation, and no free

dollar market.

18

19The Junta Monetaria, created in late 1963, is a
body composed of the Ministers of Development, Treasury,
and Agriculture, the Chief of the Administrative Depart-
ment of Planning and the Technical Services, and the
Director of the Bank of the Republic. It is given broad
powers in the field of monetary policy, credit, and bank-
ing. For the laws covering its functions, see Cddigo
Administrativo, 1965, Oscar Pefia Alzate, ed., Editorial
Bedout, Bogotd, 1965, pp. 648-651.

2OLa Repliblica, Bogot4, December 2, 1966, pp. 1,
14-15; hereafter referred to as La Replblica. Additional
resolutions have since amplified Resolutions 48 and 49,
but Lleras' policy was indicated clearly enough in the
December lst resolutions.

El Espectador, December 1 and December 3, 1966.
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Under Resolution 48 the Junta Monetaria was instructed

to prepare a budget every two weeks detailing the quantity
~ of foreign exchange available to meet the overall demand
for foreign exchange. This Resolution defined fifteen
‘general categories to which foreign exchange applied. It

gave first priority to the obligations of the Banco de la

Replblica, seconded by the external public debt and the
external debt of the National Coffee Federation.21 In

the sixth and seventh priority positions on this list of
categories were payments for imports contracted for before
the issuance of Resolution 48 and those contracted for
subsequently, in that order. In the latter case, the

Junta Monetaria made the important declaration that for-

eign exchange would be made available '"in conformity with
priorities established in accordance with the nature and
final destination of the imported goods."22

This measure provided the legal framework needed to
maintain close control over imports. It earmarked foreign
exchange to finance specific import necessities or opera-
tions.

Resolution 49 established a new "capital market'

(mercado de capitales) with its own funds, and authorized

the Banco de la Reptblica as the sole agent for the pur-

chase and sale of the foreign exchange making up its funds.
This Resolution also established rates of 16.25 pesos to

- the dollar for peso sales and 16.30 pesos for dollar

2l1pia.

22Section VII, Article 2, Resolution 48 of the Junta
Monetaria, reprinted in La Repdblica, December 2, 1966,
pp. 1, 14-15.
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purchases, thus giving the Capital Market exchange rates
roughly equal to those obtainable in free dollar market
. transactions in the weeks prior to the issuance of
Decree 2867.

Resolution 49 stated that the Capital Market's incom-
ing funds were to derive from a variety of sources. They
ranged from foreign investment not regulated by previously
established rates of exchange to tourist earnings, and
included the salaries, commissions, and other income earned
by Colombians and paid in hard currencies. Perhaps more
importantly, Resolution 49 required Colombian banks and
foreign bank branches in Colombia holding dollar accounts
to back up those accounts with 100 percent dollar reserves

and to deposit those reserves with the Banco de la Repdblica.

Withdrawals of dollars were made subject to a series of
requirements the net effect of which gave the Junta Mone-
taria the final word on the withdrawal of dollar funds
held in Colombian banks or local branches of foreign banks.

The Junta Monetaria was further required by Resolution 49

to set up another budget23 every two weeks of the funds
that would be available in the Capital Market for exchange
authorizations. Along with this provision was the elabora-

tion of a priority list of 17 types of activity needing

23The Junta Monetaria's Capital Market budget required

by Resolution 49 differs from the budget of foreign ex-
change required by Resolution 48. The latter budget ap-
plies to all foreign exchange needs and takes into consid-
eration the foreign exchange flowing in from all sources.
The Capital Market budget can tap only the foreign ex-
change derived from the sources named in Resolution 49,
and its monies can be applied only to the Capital Market
priority list.




-33-

foreign exchange which would have to seek funds exclusively

through the Capital Market. The Junta Monetaria was dir-

. ected to take into account '"the importance or urgency of
each of the items attending to the priority order as much
as possible.“24
By enumerating this list of 17 items entitled to
draw on foreign exchange funds only through the Capital
Market, the Lleras Government definitely imposed on
certain types of international commercial activity a
requirement to transact business at the rate of 16.30
pesos to the dollar. Among the 17 activities were inter-
national travel and foreign study by Colombians, trans-
portation costs for Colombian exports other than coffee,
interest and commissions in foreign exchange payable by
the banking and financial institutions operating in
Colombia, payments for patents, trademarks and royalties,
and reinsurance rates paid by Colombian insurance compan-

ies.

24Paragrafo, Article 4, Resolution 49, Junta Mone-

taria, December 1, 1966, reprinted in La Republica,
December 2, 1966, pp. 1, 14-15.
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V; SOME EFFECTS OF THESE RESOLUTIONS ON THE
COLOMBIAN GOVERNMENT'S ECONOMIC POLICY

It is important to consider the possible meanings of
Decree 2867 and its implementing Resolutions against the
background of the Lleras regime's sharp rejection of the
IMF's call for a devaluation. Are these measures service-
able tools capable of liberating Colombia from a very
precarious foreign exchange problem? And do they repre-
sent an alternative to the IMF's desire for an official
devaluation of the peso, yet one capable of gaining the
IMF's financial help?

Certainly it is too early to assess the success of
these measures in dealing with the problem of the balance
of payments. It would seem, however, that the whole idea
of success has to be viewed in long range as well as short
range terms. Although the controls have clamped a tighter
1id on imports, the desire, indeed the need, for imported
goods will hardly disappear. The usefulness of controls
may be limited by the risk that industries dependent on
importations will begin to stagnate and that the Colombian
peso simply may be deferring its day of reckoning. Yet
Lleras and his planners seem well aware of this risk but
at the same time give the appearance of preference for a
system of import controls rather than free or partially
free import lists and a full-scale devaluation of the peso.

Lleras may feel that he does not yet have the politi-
cal strength, in the form of popular support from a suf-
ficient number of publics, to cope with the effects of
another devaluation of currency on prices and wages. On

the other hand, given the number of politically power ful
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opponents he faces in the Congress and, potentially, in
organized interest groups adversely affected by free im-
ports and devaluation in the economy, he cannot afford to
lose the leverage provided by the controls. These controls
are, after all, valuable political instruments for dis-
pensing punishment or favor.

Finally, in line with the ideology of economic abun-
dance which includes a component of firm, personalistic
economic regulation and guidance on the President's part,
a full set of controls over imports and foreign exchange
becomes an important tool for planning the economy along
the lines he projects for it. The obligation in political
and economic terms to develop industry presses hard upon
Lleras, yet another obligation, that of preserving some
semblance of the current structure of industry and large-
scale commerce, is also pressing. The imports and foreign
exchange controls in Resolutions 48 and 49 suggest that
Lleras sees such measures as the best alternative until
coffee prices improve and adequate international loan
arrangements can be achieved. Other schemes such as the
devaluation plan may invoke visions of political chaos
and economic readjustment too difficult to withstand.

The interesting element of the Colombian import and
foreign exchange control plan is its dual nature -- flexible
yet herd-riding. Colombians view it as a figurative mone-
tary water faucet with which Lleras can either dry up the
supply of foreign exchange or open it up by degrees as
needed to keep his basic economic growth plan irrigated.
Consider, for example, the two-week budget periods

that the Junta Monetaria has set up as a mechanism by
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which foreign exchange is allocated for both general and
Capital Market use. To the importing businessman this
- presents the problem of uncertainty, one not likely to
induce long-range planning of imports; yet within this
uncertainty lurks the distinctly favorable possibility
that foreign exchange unavailable during one two-week
period may become available in the next. For the
Colombians, this flexibility, although at the price of
uncertainty, avoids the rigidity and hopelessness that
attends a fixed and indefinitely-extended time span sys-
tem of controls. Resolutions 48 and 49 allow the Junta
Monetaria to take advantage of temporary increases in the
flow of foreign exchange into Colombia by turning on the
faucet, so to speak, thereby giving the economy a much-
needed drink. By the same token, short falls in foreign
exchange can be dealt with by partially closing the tap.
The crisis management philosophy requires machinery
for constant maneuver. These two resolutions give the

Junta Monetaria the legal power to push and pull without

resorting to what surely must be a psychologically defeat-
ing, credibility-consuming process where the rules of the
game are changed by official decree each time a new con-
figuration of supply and demand for foreign exchange
occurs.

It could well be that the political and personal
relationships between Carlos Lleras and the industrial
sector will play an extremely important role in the suc-
cess or failure of these crisis management measures. For
the time being, at least, the atmosphere of familiarity
and the confidence which the industrial and large commer-

cial sectors have in Lleras, plus their lack of an
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alternate favorite for the presidency, give the Presi-
dent some latitude to fashion monetary and developmental
. policy.

The question of the efficacy of these measures for
encouraging IMF and AID support seems partially answered
by the agreements negotiated at the end of January, 1967,
for a standby loan from the IMF.25 One interpretation
of the Lleras regime's success in resisting the IMF's
devaluation plan is that the Fund, while not approving
of controls as a long-term solution for Colombia's foreign
exchange problem, has found controls acceptable as a
short-term device. Another interpretation might see this
as an indication that the IMF has become more attuned to
the social and political delicacy of the issue here, as
Lleras had insisted in his speech of November 29, 1966,
that they should be.26

These interpretations lead to another question:

Were the Lleras measures really an alternative to the
IMF-desired devaluation or a de facto devaluation masked
in a much more sophisticated cloak? The key to this
puzzle is the so-called Capital Market made up largely
of the funds of the former free dollar market. From

its overall supply of foreign exchange, the Junta Mone-
taria allocates funds for the Capital Market and has
already, through the medium of Resolution 49, designated
17 dollar-requiring activities that will be serviced

" exclusively by these funds. For these 17 activities,

25El Espectador, February 1, 1967, p. 1l-A.

26El Espectador, November 30, 1966, p. 10-A.
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so long as Resolutions 48 and 49 continue in effect, the
rate of peso/dollar exchange is fixed at 16.30. In fix-

ing this rate, the Junta Monetaria has (a) eliminated the

free market which could conceivably have dipped below
16.30, as it did from June through November, 1966, (b)
created yet another official dollar/peso exchange rate,
and (c) laid the possible basis for inclusion of other
dollar-requiring activities in the Capital Market, if
more activities were added to the 17 now required to buy
dollars at 16.30. For these activities, at least, a de
facto devaluation of the peso has taken place.

Notably absent from the list of 17 are the imports
that have been entering Colombia since late 1965, purchased
with 'free' dollars at 16 to 18 pesos or official exchange
rate dollars at 13.50 pesos. As all imports and foreign
exchange requiring activities are now subject to the Junta
Monetaria's two-week foreign exchange budgets, what remains
to be seen is (a) how much importation can be accommodated
with exchange authorizations at the 13.50 official peso/
dollar exchange; (b) how much of Colombia's total imports
will actually be purchased with dollars from the Capital
Market; and (c¢) how much will be denied entrance altogether.

It would seem that Lleras' flexible controls regulat-
ing the flow of foreign exchange have also become the
instrument for a de facto devaluation of the peso. As an
alternative to the IMF's devaluation, the measures set up
by Resolutions 48 and 49 amount to less than an adamant
stand against devaluation, since they decree a fixed price
and devaluation of the peso for some foreign exchange
dealings and create, at least the possibility, of the

same for others.
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Still, even these measures of de facto devaluation
show an element of consistency and coherence in Colombia's
policy for dealing with the long-term exchange crisis. By
moving ahead with a program of strict government manage-
ment Lleras has been able to maintain the policy line he
advocated before his immediate problem with the IMF.

Given the impasse, he demonstrated an ability to adjust
quickly to the new situation and thus minimize the possible
loss of IMF support. In addition, he showed his skill in
the use of a particular economic crisis to deliver blows

on other more political fronts where his authority and

influence are being tested.
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VI. THE POLITICAL IMPACT OF LLERAS' ACTIONS
DURING THE COLOMBIA-IMF IMPASSE

 ENHANCEMENT OF PRESIDENTIAL ?RESTIGE

Troublesome as the breakdown in negotiations was for
Colombia, President Lleras was able to use it to make
political gains for himself. 1In his public address announc-
ing the emergency measures taken in the wake of the impasse
with the IMF, Lleras expressed himself in explicit nation-
alistic terms. The crisis of the moment was portrayed as
an attempt by the IMF to force Colombia to follow a policy
that its President deemed, in essence, contrary to national
sovereignty and independence of policy, productive of as
much harm as good, and insulting to the national administra-

tion's governing ability.27

The President's plan, one of
resistance, was announced, and Colombians were marshalled
to support the national alternative to the IMF devaluation
program. With its nationalistic language and programs,
the Colombian Government faced the IMF, not as weak-kneed
or devoid of policy alternatives as might have been assumed,
but with a consistent policy, firmly stated.

The hard note of nationalism, as much psychological
as economic, presented Lleras' political opposition with
a dilemma. Unless they agreed, not only with Lleras'
immediate specific proposals, but also with his general

economic orientations, they risked being accused of

27See President Lleras' speech of November 29, 1966,

in El1 Espectador, November 30, 1966, p. 10-A.
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anti-patriotism. Having a concrete situation replete with
foreign badmen gave Lleras an important opportunity to
capture public fancy and to deal some heavy blows at
groups which might, under less crisis-ridden circumstances,
prove more effective in their opposition to a number of
his still experimental political and economic strategies.

For example, measures eliminating the lists of un-
controlled imports in effect since late 1965 would have
been desirable to Lleras earlier in his administration.
The crisis allowed him to institute his own control pro-
gram -~ the flexible "water-faucet" control -- and to
justify it by the necessity of confronting the IMF. To
oppose the import control scheme was ipso facto to support
the IMF, whose program for the moment was characterized as
against the national interest.

Even more striking has been Lleras' use of the crisis
and the nationalism theme to deal with his related prob-
lems of multiple opposition in the Congress and low popu-
larity among the various mass publics. The impasse with
the IMF gave the young administration its first major
opportunity to regain for the office of the President
some of the public support, prestige, and power lost --
in the public view -- because of the failure of his
National Front predecessors to handle the long-term
economic development situation with much success.

The capture of mass public support by any Colombian
president seems largely contingent on his ability to
create a reputation for himself as an economic savior
among the salaried and shabby who predominate in the

urban centers. The tone of Lleras' rebuttal to the
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IMF, his clever use of the themes of national self-
respect and staunch rhetorical opposition to devaluation --
the devil incarnate for a low income, but acquisitive
urban people -- have created an environment of popular
approval previously absent in spite of a year's constant
campaigning.

Lleras has played on the popular desire for a strong
man and, at least for the time being, the murmur heard in
Bogotd's cafés and streets is that the President "tiene
pantalones”; he has his pants on, the mark of a man. Nor
was the man in the street the only endorser of Lleras'
move. Important organizations and interest groups such as
the Coffee Federation, the labor unions, and the bankers'
association voiced their support in numerous statements
to the national press in the week following the exchange
and import controls decree. Furthermore, since the situ-
ation was concrete and his talk about national prestige
and control of national policy referred to a real situation,
Lleras placed Colombia in the peculiar but emotionally-
satisfying position of snarling at the hand that has helped
feed it. For a people accustomed to being a nation of
heavy debtors, this rebellious stance must have been a
welcome release from the hat-in-hand pose.

Consider, too, that a policy crisis vis-a-vis an
international credit institution is nearly exclusively
an area for executive action (even if in private all
sorts of forces can potentially exert influence over
policy). Lleras had in this case a free shot at the
goal of public sympathy and support. In contrast, his

parliamentary opposition was left very much in the
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background simply by the nature of the issue. At best
they could only agree with or dispute this major initia-
tive on his part, a policy issue that strongly animated
public opinion in his favor.

Although only one among many politicians, the Presi-
dent alone has the legal power to set Colombia's political
course. The initiative taken by Lleras and the national-
istic coloration he gave it assumed great political signifi-
cance because he used the power unique to his office.

Under the current state of siege this power is enhanced,
even though the state of siege itself is indicative of
malaise in the political process. With a few words the
President can commit the nation to a major policy and de-
fine Colombia's attitude toward business, international
bodies, and other countries. If,h; firmly articulates a
nationalist posture and translates it into action by

decree, contrary opinion has to contend with the President's
legal power to determine policy as well as to contest him
in the various political arenas.

In the current political environment in Colombia, a
president could probably have followed a policy that was
less than optimal for a specific technical problem, but
he would not survive too long without at least the credible
appearance of making strong policy. If his action proved
disadvantageous in a technical sense, so long as it is
not an absolute, total blunder, no other political person-
ality or group could prove him wrong by promulgating an
alternative policy formula. The potency of this presi-
dential role is not lost on the various publics, nor is

the expectation that it be exercised absent. As so many
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Colombians are anxious for the holder of the presidential
office to act as well as talk, political benefit in the
form of public approval can be, and was in this case, the

~ dominant initial domestic result.

GAINS IN POSITIVE PUBLIC OPINION AND THE ROLE OF PUBLIC
SUPPORT IN THE DOMESTIC POLITICAL PROCESS

It is worthwhile to consider for a moment how public
opinion is measured, or better, sensed, by Colombians of
political importance. Colombia does not have a public
opinion polling organization which attempts to sound out
public feeling on political issues. Politicians of all

camps -- technocrats in the ministries and manzanillos

(party hacks) in the barrios -- rely on the ojo de cubero

or vintner's eye to estimate public sentiment. Naturally,
their perceptions of reality are often colored, and con-
fidence in what one "knows" is weak.

It can be argued that this imprecision is another
factor that for the moment favors Lleras. The IMF and
exchange crisis gave him an opportunity to act positively.
His skillful play of the situation has created an envir-
onment of public support for himself and his policy. How
strong it is, how long it will last, just who precisely
in mass terms is not convinced or indifferent or opposed,
no one really knows. But soundings taken by politicians
and the press of cab drivers', bank employees', and con-

~ struction workers' opinions over warm beer (a_I;é;I*favor-
ite) indicate that Lleras did the right thing. It is to
Lleras' advantage that this imperfect knowledge of public
feeling remain as it is, especially if he can capitalize

soon on other issues requiring presidential action.
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In the battle with the old ways ~- the struggle toward
an industrially based, welfare society and its related
political system -- and in the fight against the populistic
and bellicose Rojas, Lleras and his co-pragmatists view
public support and confidence as a highly important instru-

ment to implement the reforms implied in the economfa de

la abundancia.

It is a political asset to Lleras that his opposition,
both overt and covert, think he is running strong with the
masses. The prospect of mass public demonstrations in
front of the Congress building, an eventuality subtly
dropped in conversation and murmured about in the pro-
Lleras press during the heat of the IMF crisis, caused
both anti-Llerista and simply non-Llerista politicians to
squirm. The eventuality of a plebiscite was officially
denied in the Presidential Palace of San Carlos, but not
until after a split-second-too-long hesitation, implying
its possibility should positive popular sentiment endure.
To be sure, durability of mass public opinion favorable
to Lleras is uncertain and pessimistic views are many,
but very few are brave enough to thumb their noses at
what was and may continue to be clearly a trend. Caution
is the rule when the various publics seem to be moving in
a@ more single direction, in this case, with the President.

A question remains, however, about Lleras' prospects
for maintaining his fragile popular opinion advantage and
the grounds for maneuver it affords him. If he is to
convince his various domestic adversaries of a real
weakening of their ability to oppose him, Lleras must

sustain that popular support.
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A review of the obstacles facing Colombia as it seeks
further economic development does not indicate an easy
road to success. To illustrate, Lleras and the inter-
national lending agencies seem to be agreed that the only
meaningful escape from the foreign exchange crisis and,
in a larger sense, from restrictions on economic growth
is a significant expansion of exports with some market
testing of the industrial sector to separate out non-
competitive enterprises.28 But transformations of the
economy are not only time-consuming processes but involve
decisions that may cost him some of the vitally needed
public support. For example, in the last days of the
stalled negotiations with the IMF, Lleras caused the
reserve requirements on bank deposits to be raised,
effecting a tightening of domestic credit.29 By clamping
down on credit, Lleras simulated some of the effects of a
devaluation; demand was restricted. The cost of such moves,
all with their long- or medium-range rationales for improv-
ing the domestic economy, could well be an increase in un-
employment and a decrease in local commercial activity.

In order to move ahead on long-range projections,
the political repercussions of such moves have to be
minimized. One way to minimize the adverse political
effects is to cash in on events which give the President
short periods in which to breathe, regroup his forces,

and then move again.

28Lleras' speech of November 29, 1966 distinctly
carries this message.

29El Espectador, January 13, 1967, p. 1-A.
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As a hypothesis useful for observing the politics of
Lleras' economic development program, one might propose the
following: that some success on the development front will
be attained by accumulating small gains in popular political
support to underwrite greater freedom of executive action.
Lleras' manipulation of the IMF-Colombian government dis-
pute illustrates one technique for winning that support.

Certainly no one should venture that popular reaction
to Lleras' conduct in this crisis has become a decisive
factor for the longer-term success of his administration.
Still, it is clear that the opportunity to do something
positive, to strike a nationalist stance in more than
simply rhetorical terms has aided Lleras in dealing with
his overt and covert domestic enemies.

Why is this so, and how important for the success of
the Llerista approach to economic development and the
reduction of political opponents is the capture of mass
public sentiment?

Simply stated, both the classical and pragmatic-
technocratic styles of politics depend ultimately on
popular support, especially in crisis situations. In
any case they seek their legitimacy in popular consent.
Recall that Colombia has a political system in which the
interests served by either the more classical or the more
pragmatically modern styles of handling mass public de-
mands will at times come into conflict. Nevertheless,
common to both styles and to the men who have roles in
their related political processes is the constant neces-
sity of dealing with the pueblo, or the people of less

than middle-class station, as well as the more educated
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and economically comfortable classes. Common to both
political styles, it may be argued, is the fear of violent

- reactions on the part of this "“pueblo' when its socio-
economic and psychological needs are not satisfied by the
distributive capacities of existing social, political,

and economic institutions. In Colombia, where institutional
modes are in a state of flux, an element of societal crisis
and a potential for violence always seems to be present.

For many practitioners of the classical style of
politics as well as for many who bridge both the classical
and the pragmatic, the experience of the populist Rojas
Pinilla regime is a vivid memory of an attempt to win
away from both the Liberals and the Conservatives their
popular following. Classicially-oriented political people
are faced with the necessity of continually convincing
the lower and lower-middle class elements flirting with
Rojas, and potentially subject to capture by a successful
Lleras, that such institutions as the traditional parties
and the Congress, and such issues as local and partisan
loyalties are legitimate and relevant in the context of
Colombia's economic development.

For the more convinced pragmatists, starting with
Carlos Lleras, all of whom began as traditional politicians
and who have evolved -- not revolted -- from that style
and are still influenced by it, the problems of legitimacy
for their programs and approach are similar. The peculiar
mixture of Catholic tradition and state intervention for
economic development currently expressed by Rojas' politi-
cal movement truly contends with Lleras' more secular and
rationalized bureaucratic approach for the prize of signifi-

cant popular support. Lleras' major task is distinguishing



-50-

his actions from the alternatives presented both by his
old comrades in the traditional parties and by the popu-

list Rojas.

-
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