Market Reforms and the Limitations of
Monetary Policy: The Case of Colombia

Frank R. Gunter
Carolyn Fabian Stumph*

n the early 1990s, Colombia moved rapidly to reform its economy
including a dramatic opening to foreign trade and capital. This study
shows that as a result of this opening, the Colombian economy has
become much more economically integrated with that of the rest of Latin
America, especially Venezuela and Ecuador. The implications for
monetary policy of trade liberalization are then examined. It appears
that the cost-benefit trade off may have shifted against the Central Bank’s
existing policy of steady peso depreciation and in favor of an Argentinean
type of currency board. The possible framework of a Colombian currency
board is then discussed.
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