
Colombia's state oil company 
dismantled to pay foreign debt 
by Javier Almaria 

The investment fund for oil exploration belonging to Col
ombia' s  state petroleum company, Ecopetrol , is slated to be 
used to pay the country's  foreign debt . This has been ordered 
by the Monetary Council , the supreme regulatory body that 
controls currency issuance, and oversees all monetary as
pects of the Colombian economy . 

The decision to originally create an exploration fund was 
made in 1986 by the board of directors of Ecopetrol , Col
ombia's largest state company . The fund is made up of 10% 
of the income obtained from oil export revenues . In this way, 
Ecopetrol was able to begin conducting its own oil explora
tion , which previously had been the exclusive activity of the 
oil multinationals . In 1988,  thanks to the fund, the country 
will be exploiting a total of 96 oil wells ,  20 of which were 
drilled by Ecopetrol , and the other 76 by Ecopetrol in asso
ciation with one or another foreign oil company . 

With the new ruling of the Monetary Council, the Eco
petrol exploration fund will be transferred to the Foreign Debt 
Service Fund (FODEX, also known as the Fund of Foreign 
Currencies) , an entity created explicitly for lending to state 
companies unable to meet their debt service commitments to 
international creditor banks . 

Already in 1987 ,  Ecopetrol had "invested" $99 million 
in the so-called National Surplus Regulation Bonds (TREN) , 
which channel funds into FODEX. "In 1 988 ,  Ecopetrol 's  
investments in  these bonds rose by $35 million ," according 
to the newsletter of the Colombian central bank. This money 
has served to meet the foreign debt payments of the country's  
electricity companies . 

Ecopetrol had dedicated 1 0% of its export revenues to 
investment in oil exploration as a means of guaranteeing oil 
self-sufficiency, as well as to assure that the available petro
leum reserves increased to guarantee continued export reve
nue. In effect , that 10% was used to capitalize the company. 

The government' s  seizure of the oil exploration fund, 
sacrificing the critical investment requirements of Ecopetrol 
to pay foreign debt , was made two weeks after President 
Virgilio Barco and his Mines and Energy Minister, Oscar 
Mejia Vallejo,  fired the president of Ecopetrol , Francisco 
Chona Contreras , along with half of the company's  board of 
directors . Chona was quick to explain to the nation that he 
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had not voluntarily resigned. 
Named by the government as Chona's replacement is 

Andres Restrepo Londono, who as manager of Cementos 
Samper diligently applied the Baker Plan recommendation 
of debt-for-equity swaps by paying off the company's foreign 
creditors with company stock. 

Why was Francisco Chona fired? 
Francisco Chona went to work as an Ecopetrol laborer 26 

years ago , and rose through the ranks of the company until 
his appointment as manager. Every employee of Ecopetrol , 
from the newest worker to the members of the board, is 
known to recognize Chona' s  complete knowledge of Eco
petrol ' s  problems, and how to resolve them. It was for this 

very reason-his dedication to the success of Colombia's 
most vital state sector company-that he was fired. 

The explanation was given by Mines and Energy Minister 
Oscar Mejia Vallejo during a House of Representatives de
bate . "Precisely because of his great capacity and great love 
for the company, it was becoming a technocracy under Dr. 
Chona's  leadership . . . .  This is very meritorious from Dr. 

Chona's  point of view ," said Minister Mejia, "who thought 
only of his company, and wanted the best for it . But unfor
tunately , Dr. Chona reached the extreme of viewing the com
pany as more important than the country . "  

The policies of Ecopetrol , insisted the minister, "should 
be linked to the general policy of the country. Especially to 
the macro-economic policies of the government. "  The na
tional government has defined its budget on the assumption 
of Ecopetrol profits of 1 5  billion pesos . (A full 25% of the 
national budget is allocated to servicing the country's foreign 
debt . )  

"But this year," said Mejia, "the government discovered 
to its surprise that Ecopetrol had significantly increased its 
reserves ,  meaning a reduction in profits , and that only 5 
billion pesos were available for the national budget when 1 5  
billion had been projected ."  

Chona rebutted this,  saying that there had been no  tricks 
played by his company's accountants , or by himself. The fall 
in profits was due, he said , to the fall in international oil 
prices and to the constant dynamite attacks on the vital Carro 
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Limon-Covenas pipeline , perpetrated by the Cuban- and 
Moscow-controlled National Liberation Army (ELN) . 

These explanations were , however, unacceptable to the 
minister. "Given this situation , the President of the Republic 
insisted that we could not plan our budget , depending on the 
internal will of a company . . . . It was therefore necessary 
to make changes in the Ecopetrol management," Mejia con
cluded. 

Oil to pay the debt 
As president of Ecopetrol , Chona had always believed 

that oil should serve to develop the nation . However, he 
crossed swords with Finance Minister Luis Fernando Alarcon 
Mantilla and his economic team , who saw oil as just one 
more means of paying the debt . Oil activity , according to a 
central bank document , had become "a sector that generated 
surplus resources for transfer to other fronts of public admin
istration , [and] in that way has contributed to macro-econom
ic adjustment . It has permitted the generation of foreign ex
change and resources in domestic currency that are compen
sating for the deterioration of other sectors , such as coffee ," 
whose export revenues have fallen . 

The seizure of Ecopetrol ' s investment funds to pay the 
foreign debt takes place at a moment when Alarcon and 
company are desperately trying to win an internatioanl loan 
of $ 1. 85 billion , which is the amount Colombia must disburse 
to the same creditor banks in debt service . However, the 
bankers are demanding that Colombia reduce its credit re
quest by 20%, while at the same time paying off a full 20% 
of its current debt obligations . The bankers are also demand
ing other forms of debt repayment , such as conversion of 
Colombia's  foreign debt into direct investment by the banks 
inside the country . 

Just one year ago , Mines and Energy Minister Mejia 
Vallejo was president of the state coal company , Carbocol . 
At that time , Mejia proposed paying off Carbocol ' s  substan
tial foreign debt by converting it into stocks in Colombia' s  
Cerrejon coal project , the largest coal reserve i n  all o f  Latin 
America. The proposal was rejected by the government when 
Ecopetrol countered with an offer to pay $750 million of 
Carbocol ' s  foreign debt in exchange for acquiring majority 
stocks in the coal company , and thus majority control over 
the company 's  decisions . 

However, Mejia rejected Ecopetrol ' s  offer. He was de
termined to have Ecopetrol pay Carbocol ' s  foreign debt
but without Ecopetrol ' s  intervention in decisions concerning 
the state coal company . Representatives of the various inter
national creditor banks in Colombia now say they are waiting 
for the presentation of "a more attractive menu" by the gov
ernment than a mere request for new funds .  

The surrender o f  Colombia' s  state companies ,  and the 
mineral wealth they represent, in payment of the foreign debt , 
is clearly the only "attractive menu ' that could satisfy the 
voracious appetite of international usury. 
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1\IDS :  
MANKIND'S 

HOUR 
OF TRUTH 

.. " WitQin tQe immediate period ahead, mankind will 
reach the p()int of no return on adopting one of the 
()nly. tw() proposed concrete courses of action to deal 
with the out-of-control AIDS pandemic: 

1) Ashe pledged to the American people in a June 
4, 1988 prime time television broadcast, Lyndon H. 
�Rouche, Jr.'s science-intensive plan could wipe 
the virus from the face of the Earth. 

2) The alternative course, proposed by Dr. C. Ev
erett Roop, the Surgeon General; by the insurance 

·. ·. ·.·· cotnpanies, the banks, governments, and the health 
establi�htnent, in the name of "cost-containment," 
is to revive Nazi pOlicies of euthanasia ("mercy kill
ing") anc:i death-camp "hospices" instead ofhospitals. 
This pian will doom the human species to a miserable 

.. ' end. 

In a new special report, EIR presents in depth the 
- twQ alternative paths and their implications. We re" 

rnain optimistic that mankind will ultimately choose 
victory over defeat. 

�TIill I ----------- ---- - ------- --
SPECIAL 

REPORT 

AIDS Global Showdown: 

. . . .  Mankind's total victory 
or total defeat 

Featuring Lyndon H. laRouche, Jr.'s 
plan for victory 

AugUST 1988 

Featuring 

Lyndon H.  
laRouche, Jr. 's 

War Plan for 
Victory 

Price: $250 Order from: Executive Intelligence 
Review, P;O. I�ox 17390, Washington D.C. 20041"0390 
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