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ABSTRACT

The Ambiguity of Peru's Third Way: Cost and Benefits

This paper has two main concerns: to understand how, from inauspicious
beginnings, the Velasco government was able to go as far as it did with
leftist reforms; and to understand why, despite these reforms, the Velasco
government failed to win popular support, even among those groups
gaining the most from the government's policies. The paper suggests that
the key to both the government's successful movement toward a Third Way and
its inability to win popular support was ambiguity. By ambiguity, I mean
that the ultimate designs of the government were unclear, and that specific
policies were confused, and changed frequently.

The paper presents three specific ways in which ambiguity helped (or
at least might have helped) but also hurt the Velasco government. First,
via ambiguity, the government confused potential opposition forces long
enough to implement reforms that would almost certainly have been blocked,
perhaps violently, if those forces had realized what the ultimate thrust of
the reforms was to be. But, via ambiguity, the government also confused the
groups whose support it eventually desperately needed. 1In this context, the
government's Yambiguity" was very much akin to its "autonomy" from any one
social class.

Ambiguity also signified flexibility. 1In many cases, such flexibility
allowed greater citizen input into decision-making and greater political
learning than is often believed to have characterized the Velasco govern-—
ment. However, policy flexibility was disadvantageous when citizens were
able to participate in developing a program, build a majority position, and
then be confronted with a new government decree that did not take their
position into account. Ambiguity might also have enabled the government to
proclaiman "ideology" of pragmatic experimentation, at worst a realistic
"ideology" and at best an appealing one. However, the government did not
proclaim such an "ideology," and ultimately its ambiguities were perceived
by many citizens as Machiavellian, and indicative of moral bankruptcy.



THE AMBIGUITY OF PERU'S THIRD WAY: COSTS AND BENEFITS

by Cynthia McClintock
George Washington University

Introduction

In October 1968, the "Revolutionary Government of the Armed Forces" took
power in Peru and very soon thereafter proclaimed reformist development goals.
Led by President Juan Velasco Alvarado, the government promised to transform
the basic structures of Peru's economy and politics. For several years, how-
ever, few observers anticipated that the government would go much further
toward the left than the not-uncommon effort to check the power of traditional
national and international elites in the name of national dignity and popular
rights. After all, the Velasco government was a military government, and
many of the Peruvian officers had received training at military schools, where
instruction tended to include an anti-Communist component. Moreover, a con-
siderable number of the officers in the Velasco government had, only a few
years before, accepted the orders from their civilian predecessors to crush
peasant movements. Finally, Velasco himself was not known for any particularly
radical beliefs.

Gradually, however, the Velasco government did move definitely toward
the left. Increasingly, Peru seemed to be truly seeking a third way.
President Velasco proclaimed that Peru would be "neither capitalist nor
Communist,'" but an "intermediate' regime. Rejecting capitalism on the grounds
that it exacerbated social injustice, and communism on the grounds that it
destroyed human liberty, government leaders pledged to seek innovative
alternatives.? A central feature of the new "third way'" was self-management.
Alternatively called workers' participation, workers' control, industrial
democracy, and economic democracy, self-management was to allow the devolution
of control of political and economic resources to Peruvians through their
enterprises. Between 1970 and 1974, increasing attention was focused on
self-management in Peru, and the modes of self-management that were developed
tended to be increasingly radical, finally culminating in 1974 with the cre-
ation of "Social Property.'" Influenced at various stages by analysts of the
Yugoslav self-management experience,” Social Property was an effort to com-
bine the national interest, as perceived primarily by the state, with workers'
participation.

Self-management was a major innovation in Peru, but it coexisted, and
was to continue to coexist, with more traditional forms of political and
economic organization. In the economic sphere, a mixed economy was sought.
Domestic and foreign private enterprise continued in Peru, although it was
no longer to be predominant. The role of the state was greatly enlarged, not
only with respect to economic planning and investment, but also in outright
ownership. Self-management was established primarily in agrarian enterprises
and, in a more limited form, in some industries. Only a handful of Social
Property firms ever actually emerged, largely because the Social Property
mode was developed only shortly before the overthrow of Velasco. Lima's
major daily newspapers were expropriated in 1974, and the new law stipulated
that the newspapers were to be managed by distinct occupational groups



(i.e., one newspaper would be directed by the peasantry through its major
organization, a second by labor, and so forth), but this, too, never came
to pass; increasingly the newspapers were run by the state.

Modes of political action were also mixed. Self-management of course
entailed a new influence for enterprise members over specific enterprise
decisions. In agrarian enterprises, this influence was very large, and
many members felt that, for the first time, they had real control over the
decisions most important to them.* The government also chartered the
establishment of new "functional' federations (i.e., federations designed
along the lines of specific economic sectors). It was always doubtful,
however, that the Velasco government would grant these federations signifi-
cant power. Essentially, the inner circles of the military reserved for
themselves the final word on major national political decisions. Presumably
in part because of the military's desire to retain its own political preroga-
tives, it rejected the establishment even of a progovernment political
party, in what was referred to as the '"mo-party thesis.'" The government
criticized political parties primarily on the grounds that Peru's parties
had always been dominated and manipulated by a few leaders whose primary
concern was their own personal gain.? To some extent in lieu of a Velasquista
[pro-Velasco] political party, the military established the new agency SINAMOS
(National System for Support of Social Mobilization), whose ostensible purpose
was indicated by its name.

Peru's third way approach was also evident in the international sphere.
Peru did not reject new foreign investment, but the government did seek to
control it. The dilemma, of course, is how to continue to attract eagerly
sought new investments while implementing a policy of stiff "regulation"
(a policy which, in Peru's case, included nationalization of large foreign
enterprises throughout Velasco's tenure). In order to simultaneously attract
and control foreign capital, Peru looked to a relatively new strategy,
regional agreements with other Third World nations confronting a similar
dilemma. Specifically, Peru played a major role in developing the toughest
and most innovative codes of the Andean Group, thus establishing common
constraints on foreign capital as well as a common market among member
countries, which, included Peru, Bolivia, Colombia, Venezuela, and, until
recently, Chile. Peruvian leaders believed there would be strength through
unity. Peru was also an important actor in Third World arenas generally,
frequently promoting various Third World demands for a 'New International
Economic Order.”

Thus, it seems fair to say that Velasco's Peru was indeed in search of
a third way. Among a large number of international analysts from the center
to the left of the political spectrum, there was hope that Velasco's,Peru
would provide a model for viable reform in Latin America and beyond. There
was the promise of growth with equity and structural transformation without
bloodshed, primarily through new self-management institutions and regional
collaboration. It seemed a bold and original view of what was possible for
Peru and, implicitly, for other Third World nations (especially since the
Velasco government had no outstanding political or economic advantages that
would make its experience patently ungeneralizable to other nations). Cer-
tainly, many analysts were critical of the Peruvian military's insistence
that it be the overall director of the reform process: Velasco was



attempting ''revolution from above" and "revolution by fiat," it was said.
However, the possibility for 'revolution from below'" in the Third World in
general and Latin America in particular appeared increasingly remote.
Ironically, perhaps the Cuban revolution had made subsequent Cuban-style
revolutions less likely, by fanning United States' fears of Communism in
the region and stepping up its vigilance against movements of the Fidelista
variety. The end of Allende's '"peaceful road to socialism" in Chile also
convinced many analysts that the opposition of the United States to any
Latin American government committed to socialism,albeit through the electoral
and constitutional system, would always be of such great proportions as to
preclude the success of other efforts along Allende's lines.

However, by 1977, the hopes of many international analysts were largely
dashed, and in the popular mind the Peruvian reforms were recorded as, by
and large, a failure, albeit an interesting one. The denouement of the
reforms made any assessment other than failure rather difficult. After
almost seven years in office, in late August 1975, Velasco was ousted in
a palace coup by General Morales Bermudez. There was scant popular regret
for the fall of Velasco. Although Morales Bermitdez at first promised to
"consolidate" Velasco's reform efforts, and referred to the Velasco era as
"Phase 1" and his own government as "Phase 2," in fact most of Velasco's
initiatives were gradually reversed. The reversal came in the context of a
threatening economic crisis of immense proportions, a crisis which was often
blamed on the policies of the Velasco government.

The popular assessment of the failure of Velasco's reforms rarely links
the problem of citizens' support for the government to the problem of Peru's
current economic crisis. However, to this writer, it seems that the lack of
popular support9 was in fact a critical underlying reason for the economic
crisis. The Velasco regime's inability to win popular support entailed
critical consequences for its entire reformist strategy. Specifically,
most of the government's policies cost money, both for the programs themselves
and for the employment of officials to implement them. With respect to the
agrarian reform, haciendas had to be expropriated and the fledgling new
enterprises provided credit to begin their operations; with respect to
nationalization of foreign holdings, some level of compensation had to be
paid; with respect to the expanded programs in education, health, and
"political mobilization," appropriate policies had to be designed and then
implemented in remote regions of the country; and with respect to economic
growth in general, investments had to be made.

It seems that the Velasco government had only limited options available
for the financing of these programs.lo The first option was continued reli-
ance on external investment and credit, entailing also the maintenance of a
strong export sector. This strategy was not in line with the government's
emphasis on national autonomy, but it was the method eventually chosen,
with very unfortunate although by no means entirely foreseeable consequences.
The second option was internal financing, through domestic investment and/or
taxation. Unless the government was to adopt wholesale repressive strategies—-
which it clearly would not--this option assumed popular support for the
government's programs. But such support was not forthcoming, and gradually
the regime's hopes for increased investment from nascent private industrial



entrepreneurs and from the self-managed enterprises dissipated. Not even an
attempt to strengthen Peru's traditionally weak taxation policies seemed
viable; in 1973, taxes constituted less of the gross national product than
they had in 1968.11

This paper has two main concerns. One is to understand how, from such
inauspicious beginnings, the Velasco government was able to go as far as it
did in developing a third way; why, despite eventual failure in many respects,
it achieved the most radical agrarian reform in Latin America with the excep-
tion of the Cuban, and developed creative self-management institutions in the
agrarian sector in particular. The second concernis to understand why,
despite generally innovative policies and various reforms that significantly
improved, or promised to soon improve, the welfare of their beneficiaries,
the Velasco government failed to win popular support, even among those groups
gaining the most from the government's policies. 2 The paper suggests that
the key to both the government's successful movement toward a Third Way and
its inability to win popular support was ambiguity.13 In other words,
ambiguity was a double-edged sword.

By "ambiguity'" I mean both that the ultimate designs of the government
were unclear, and that specific policies were confused, and changed frequently
over time. With respect to the ultimate vision of the government, there is
general agreement that it was very blurred. Velasco and other leftist leaders
spoke of a '"fully participatory social democracy," marked by moral solidarity,
social property, and widespread power over decisions held by citizens.

In the revolution, there was to ''converge the essential parts of the humanist,
libertarian, socialist, and Christian traditions.'"15 Such rhetoric was all
very nice, but it did little to specify the exact nature of the future rela-
tionship between the state and any socioeconomic class except the oligarchy.
As Thorp and Bertram,16 Ortiz,17 and Fernerl8 have pointed out, the govern-
ment's "ideology'" was really an "ideological collage," considered by many
analysts to be ''meither left, right, nor center,”" but also assessed by some
particularly critical observers as ''petty bourgeois utopianism.”" As late as
1974, in one of the final major statements of the Velasco government, the
Plan Inca, there was no '"'middle level coherent vision" of state-society
relations.l? With respect to the ambiguity of specific policies, it will bhe
evident in the next section of the paper that laws came and went, policy
priorities emerged and disappeared, and agencies were created for specific
purposes and then destroyed with lightning speed.

It should be noted that the ambiguity of the military's program was
related to what is referred to as the "autonomy" of the military as an insti-
tution. As Cleaves, 20 Alberti, Santistevan, and Pasara, 2l Stepan, 22 and
Trimberger 23 discuss, under Velasco the military institution seemed to per-
ceive itself, and to act as if it were, "autonomous' from socioeconomic
classes in the nation, in particular from the traditionally dominant class.
The military did not seem to want to ally or identify with any specific
socioeconomic class, but rather wanted to maintain a distance that would
allow it to affect the interests of any class as it deemed appropriate.

Such distance, and such a perceived freedom of action, entails ambiguity,
as policies by definition are not in line with the desires of any one class.



It should be noted too that ambiguity was not the only salient feature
of the Velasco government. A second important characteristic was commonly
referred to in Peru as hermetismo: the fact that the military--and
generally only the military--made final key decisions in their private
closed quarters, '"hermetically sealed" from potentially important civilian
input. To a great many Peruvians, the style of the Velasco government was
a quintessential military style, involving a certain arrogance and abruptness,
oriented toward issuing commands (or in this case, ''decree laws'") and accept-
ing them with a quick salute rather than a tactful question.*™ Hermetismo is
clearly interrelated in significant ways with the ambiguity and in particular
the autonomy of the military government. The focus of this paper with respect
to hermetismo, however, is to illuminate the circumstances under which
hermetismo was in good step with the government's ambiguity, working to its
advantage, and the circumstances under which it was not.

Throughout this paper, primary emphasis is placed on the agrarian reform,
for various reasons. First, it is a "critical case" testing the hypothesis
of ambiguity in the government's policies, because agrarian reform is gen-— o
erally perceived as the policy area in which military consensus was greatest;”
thus, if ambiguity emerged in that policy, it was extremely likely to have
appeared in other areas. Second, a third-way approach was more fully realized
in the agrarian sector than elsewhere. 1In the industrial sector, the major
proposed reforms, the Industrial Community and Social Property, were never
fully implemented, and have subsequently been emasculated under Morales
BermGdez. In contrast, in the agrarian sector, the reform achieved the trans-
formation of virtually all haciendas into self-manaéed cooperatives (or the
looser, but still hacendado-less, "Peasant Group'"). 6 At least to date, the
reform has not been reversed under Morales Bermidez. Examination of the
post-reform agricultural sector thus reveals more about how self-management
works, or does not work, in a Third World nation. Perhaps even more important,
because the reforms went further in the agrarian sector than any other,
greater popular support for the Velasco government was to be expected from
these peasant beneficiaries than from any other group. The correlation be-
tween agrarian reform and peasant support for the government has been a cor-
nerstone of the political development literature.?/ 1In short, if Velasco
could not gain support from the group of agrarian reform beneficiaries, it
is unlikely that he could gain it anywhere else.

There is also a purely practical reason for the emphasis on the agrarian
reform. My own research in Peru was on the agrarian reform. Three agrarian
cooperatives were studied in depth. The largest of them, Huanca, was a major
livestock enterprise in the central highlands near the provincial city of
Huancayo. The Huanca cooperative included both ex-haciendas and peasant
communities as members. There, I did research in one ex-hacienda, Monte,
and three peasant communities, Patca, Varya, and Rachuis. I also studied
two smaller crop enterprises, Estrella and Marla, on the coast near the pro-
vincial city of Trujillo. I conducted a sample survey in each of these three
cooperatives in 1974. I visited other cooperatives in the southern highlands
(Puno), the south coast (Caflete), and the north coast (Chancay). Analysis
of official attitudes and actions is based on interviews in Trujillo, Lima,
Huancayo, Caflete, and Puno.



The Benefits of Ambiguity

There were various important benefits to ambiguity for the Velasco
government. They seem to fall into three general categories: 1) figuratively
disarming and confusing the opposition forces, especially important in the
early stages of reform-mongering; 2) after the '"core elements'" of a reform
were set, providing sufficient legal flexibility at the '"periphery'" to im-
prove the reform policy; and 3) enabling the government, if it so chose, to
proclaim an "ideology' of pragmatic experimentation, which might have proved
at worst realistic and at best appealing.

Disarming and Confusing the Opposition. 1In the case of the Velasco
government, ambiguity seemed to serve its most critical and dramatic purpose
in swaying skeptical military officers and a hostile agrarian elite to
acquiesce to an agrarian reform law that eventually incorporated rather
strict landholding limits. Disarming the agrarian elite was of special
importance because, as simultaneous events in neighboring Chile showed,
this elite was likely to retaliate violently, as well as to sell every last
tractor and chicken of the enterprise, if a sweeping agrarian reform was
clearly in the offing. Moreover, ambiguity and obfuscation had few costs
in this context, because the government could not expect support from the
traditional agrarian elite anyway. In this case, too, the ambiguity of the
government was in good step with its hermetismo, enabling a reform measure
to catch its victim off guard, by surprise. The political conflict within
the government was in some respects an advantage also; the presence of a
relatively conservative minister seemed to calm elites in several instances--
until the virtually simultaneous action by Velasco ousting the minister and
proclaiming a radical measure. These points are illustrated in the following
chronological description of the leftward trajectory of agrarian policy
between 1968 and 1974.29

28

During the first nine months of the military government, there was con-
siderable doubt that any agrarian reform law of any significance would be
implemented. The major reason was the opposition of General Jose Benavides,
the Minister of Agriculture. Although drafts of the agrarian reform law
were being prepared without the support of Benavides, the General's opposi-
tion seemed a serious obstacle; Benavides was the son of a past Peruvian
president and a respected officer (not to mention a wealthy landowner with
close ties to other wealthy landowners). In June 1969, however, Velasco
charged that Benavides' public opposition to the law was tantamount to
flagrant insubordination, and forced him to resign. Only 12 days later, the
principal agrarian reform law was proclaimed, and, the following day, the
largest agrarian enterprises, the agroindustrial sugar complexes on the
north coast, were occupied by military officials. The expropriation was so
sudden that the owners of the complexes had not been able to decapitalize
their enterprises.

However, even after the proclamation of the agrarian reform law and
the expropriation of the agroindustrial sugar complexes, it was widely be-
lieved that the reform would not affect most haciendas. Beginning with
Velasco's speech announcing the reform, and continuing through mid-1971,
government officials (including the new Minister of Agriculture, General
Barandiaran) emphasized that the key goal of the reform was not '"forced



nationalization or collectivization of land," but rather to increase agri-
cultural productivity, stimulate private industry, and achieve social
peace. 0 private enterprise (potentially including small and medium-size
farms) was to be stimulated because the reform would provide a larger in-
ternal market. Private industry would be encouraged because ex-landowners
were given cash incentives to invest their agrarian bonds into industry.
The reform was necessary to avoid peasant revolution, which had been
threatened in the 1960s, just as the Alliance for Progress recommended.
These arguments were advanced to North American officials, Peruvian land-
owners, and businessmen, as well as to skeptical military leaders. (The
seven—hour meeting of the Council of Ministers just before the proclamation
of the agrarian reform law was the longest on record since the coup, to that
date; Velasco's apparent victory in the meeting may only have been made
possible by the outbreak of peasant unrest in the small highlands town of
Huanta, unrest that strengthened Velasco's argument that reform was neces-
sary to social peace.3l)

In retrospect, it seems dubious that Velasco or his leftist allies
saw key purposes of the agrarian reform to be the encouragement of nonpara-
sitic private enterprise or the achievement of social peace. The government
was slow to exchange hacendados' bonds into cash for industrial investment .32
Velasco and various other key leftist officials were working during this
same period for a more radical version of the Industrial Community Law of
September 1970;33 even in its final compromise form, the law proved anathema
to most private industrialists.

It is also dubious that Velasco's concern was:social peace. As
Philip points out,34 the guerrilla movement had mounted intermittent threats
during 1961-65, but these were easily crushed. The subsequent years were
politically quiet ones in the countryside. Peasant unions were very weak
relative to other Latin American countries, and concentrated among the
better-paid hacienda workers, a "peasant aristocracy."3® The "threat to
social peace" mounted by peasant riots such as those in Huanta seemed pri-
marily a threat to the peace of mind of the military, many of whose recruits
did not want to kill fellow citizens (although there was no evidence of
mutiny in these situations). Moreover, if Velasco's real concern had been
social peace, the areas of greatest previous peasant agitation (primarily
the poorest highland regions such as Cuzco) would have been priority reform
targets, but in fact they were the last to be affected, generally not until
1974 and 1975.3® Tt would also not have been the first time that the threat
of revolution had been exaggerated to advance a reform; indeed, such a
strategy has been advanced as a potentially effective one in some cases by
Hirschman 37 and Huntington.38

However, for some time the military's words were taken at face value by
landowners (not to mention scholarly analysts). With the approval of many
Ministry of Agriculture officers, landowners began to subdivide their land,
in the belief that in this way their holdings would be classified as below
the landholding maximums stipulated by law. The landowners' strategy was a
common one in Latin America, used with considerable success in neighboring
Chile under Frei only a few years before.39 But from the perspective of the
leftists within the Velasco government, it was presumably less disadvantageous



that landowners concentrate on subdivision rather than on decapitalization
or strengthening landowners' organizations--especially when, meanwhile, the
leftists themselves could fortify their own positions.

Only in early 1971 did it become clear that the Velasco government
would implement the legal landholding limits (approximately 150 hectares on
the coast and 50 hectares in the highlands and jungle). It was at this time
that decrees were issued prohibiting subdivision and doing so retroactively
as well. As with respect to the original proclamation of the law, leftists
were aided in their attempts to strengthen the law by peasants' protests and
strikes. The protests allowed the banner of "if reform doesn't occur, then
revolution will" to be raised once again. In fact, however, these protests
were encouraged by leftists within the Ministry of Agriculture itself,
which at that time was led by General Barandiardn, a waffler on agrarian
reform policy but rather permissive with his subordinates.0 The strengthen-
ing of the reform was also aided by the blatant twisting of agrarian laws by
the hacendados, who were not only subdividing their farms but firing workers
and disbanding unions in the process;41 such subterfuge may well have annoyed
moderate officers and persuaded them of the justice of a reform.

But the leftward trend of agrarian policy did not stop with the decision
to implement the overall legal landholding limits. The strength of the
leftists was continuing to increase, and government officials were more and
more vigorous in promoting the agrarian reform in different parts of the
country. FEspecially on the coast, 150 hectares soon appeared to be an
excessively generous landholding maximum to many political activists. To
the surprise of most onlookers and to the horror of '"medium-size' landowners,
various other clauses in the agrarian reform law, such as the landowner's
timely provision of legally required social security benefits, were applied
to expropriate many farms under the legal maximums.

The enraged '"medium-size'' landowners began to protest vociferously,
primarily through the National Agrarian Society (SNA). But, just as the SNA
was establishing itself as a powerful opposition force, it was summarily
liquidated by the military government. With no real forewarning or precedent,
the government in May 1972 simply took over SNA buildings and property, sig-=
nificantly impeding its capacity to oppose the agrarian reform. 2 Thereafter,
there was no truly effective resistance to the steady advance of the reform,
except perhaps in the Arequipa area. Although officially it was onlyin 1975
that landholding limits were reduced (to roughly 50 hectares on the coast
and 30 hectares in the highlands and jungle), limits of this order had been
de facto for some time.

The gradual, unexpected leftward movement of the agrarian reform not
only forced or calmed many hacendados into acquiescence, it also divided them.
The military government was confronting, sequentially and separately, the
largest landowners, next the rather large, and finally the medium—-size. The
medium—-size landowners did not come to the support of the larger ones, be-
cause they had believed that only the "oligarchy'" would be affected. Later,
by the time the medium-size landowners were affected, the largest ones had
been compelled to leave their enterprises and had no incentive to work on
behalf of other landowners.



The advance of reform policies was facilitated by disarming and con-
fusing the opposition not only in the agrarian sphere but in other spheres
as well. After assurances that the nationally important fishmeal enter-
prises would remain private, they were suddenly expropriated in 1973. The
1974 expropriation of Lima's daily newspapers was similarly abrupt. Moreover,
in the industrial sector generally, as in the agricultural sector generally,
the gradual and unexpected leftward movement from the relatively mild
Industrial Community program to the more radical Social Property proclama-
tions may have meant that many industrialists were cajoled at least not to
embark on massive sabotage efforts, as was simultaneoulsy occurring in
Chile, although they were not persuaded to actually make much investment in
fixed capital.

Just as some government officials may have primarily wanted to calm
hacendados when they propounded the "advantages' of agrarian reform for the
elites, they may also have primarily wanted to calm elites when they advanced
arguments about the ''advantages' of self-management and workers' participa-
tion. With respect to the initial establishment of the Industrial Community
law in 1970 and to the restoration of free, one member/one vote elections
in the agroindustrial sugar cooperatives in 1972, it was emphasized that
workers' participation would promote a '"team spirit" in the enterprise and
weaken acrimonious unions; moreover, if workers were not initially inclined
in these directions, it was claimed that the new political agency SINAMOS
would urge them toward it .43

Again, in retrospect it seems uncertain that all the proponents of
self-management viewed it as a strategy of ''class conciliation" that would
ultimately aid capitalism. Although the Minister of Industry, General
Dellepiane, was forced to resign in mid-1971 because of his explicit advocacy
of the Industrial Community as an institution of class struggle, at the same
time various key leftists were rising into the newly created SINAMOS, and
beginning to work on Social Property, a clearly noncapitalist mode of eco-
nomic organization.44 Moreover, SINAMOS, touted by some officials as an
institutional strategy for channeling and guiding citizen participation
along lines desired by the government, was soon employing not only those
who espoused such a strategy but a great many who did not, including large
numbers of young university social science graduates who considered them-
selves Marxists.45 SINAMOS, which Velasco and its leftist leaders had
apparently unsuccessfully tried to catapult into a "super-Ministry" agency
that could overrule the decisions of other Ministries, consistently took
more radical stands on redistribution and participation issues than other
Ministries. For example, at the same time that Ministry of Agriculture
officials were trying to persuade agrarian cooperatives to employ technical
directors, as required by law, many SINAMOS officials were trying to per-—
suade them not to.

Providing Flexibility and FEnabling Civilian Participation in Policy
Development. By definition, a "Third Way" approach is untried and experi-
mental. There were inevitably numerous questions about how self-management
would work in Peru. Self-management had only been practised in as radical
a form as in Peru, in as large a part of the national economy, and for as
long a period of time in one other nation, Yugoslavia. Thus, a readiness
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to constantly analyze policy, accept errors, and correct them was very
appropriate, and would certainly be facilitated by legal gaps and ambi-
guities--i.e., by not making laws on specific issues precipitously.

Moreover, given all the unknowns about self-management, participation
in the improvement of programs by citizens was critically important. How-
ever, as we know, the military was committed to hermetismo, to making all
"core" and "general'' decisions about the trajectory of the reforms by
itself. How could the patent need for citizen input be reconciled with the
hermetismo of the top military leaders? By ambiguity in the 'decree laws"
of the military. The more uncertain and ambiguous a program, the greater
the chance that citizens' input might affect and improve policy not only
"around the edges" but '"close to the core" Lcloser to the core than the
military leaders might have admitted or realized. These points are sug-
gested in the comment by Stephens that 'policy-making developed in an
action-reaction sequence;' 48the comment is intended negatively, but it can
also be seen positively, as in this section of this paper.

It might be argued that combining the overall ambiguity of the evolu-
tion of the Peruvian reforms with the ambiguity of any'"Third Way' approach
and adding to all this the ambiguity entailed by distinct groups' demands
for distinct policy changes could only be a recipe for disaster. However,
it might be counterargued that the Yugoslav experience has entailed many of
the ambiguities, changes, and contradictions of the Peruvian and survived
quite well. The character of Yugoslav self-management has changed markedly
over time, in response to the desired policy directions of both political
elites and citizen groups. At the most general level, Yugoslav self-
management has moved from a context of a considerable role for state plan-
ning and the League of Communists, to, in 1965, a virtual market economy
and relatively great influence for technical managers, and then in 1974-76
to a complicated system of "Basic Organizations of Associated Labor,'" which
provide for stronger relationships between one enterprise and other enter-
prises, between one enterprise and the local community around it, and be-
tween the elected delegates of one enterprise and regional and national
assemblies. There have also been marked changes in specific features of
the self-management program; for example, rules for the selection of an
enterprise director and for the determination of wages in the enterprise.
Like the Peruvian, the Yugoslav system has often appeared an unlikely
candidate for success, doomed to '"somewhat arbitrary, annual changes in
the 'rules of the game.''™0 Yet, for about 25 years, partial state planning
has been combined to one degree or another with partial use of the market,
and partial influence for workers has been combined to one degree or
another with partial influence for technical ~managers and partial influence
for the League of Communists, and overall the results seem good: the
Yugoslav self-management system and the national government seem to have won
considerable legitimacy, and economic growth has been particularly favorable.

During the Velasco era as well as thereafter, there were numerous
important changes in policy toward the agrarian cooperatives, facilitated by
initial legal ambiguities and encouraged (or even made) by cooperative
members and/or low-to-medium level officials. As will be evident in the next
part of this paper, some of these changes were unsuccessful, at least in
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terms of the government's concern with popular support and maintaining pro-
duction and investment. However, this section provides several examples of
significant policy changes that by most criteria were successful, and sug-
gested gradual learning by cooperative members and officials, and real
opportunities for new understanding to be reflected in policy development.
Largely from the final policy case considered here, the issue of the Central
Cooperatives, it is also clear that, if support for new policy solutions is
allowed to build gradually among citizens, the government is then in danger
if it ignores those citizens' position on the issue.

One major policy change involved the role and membership rights of
distinct socioeconomic groups in the cooperatives—-—-essentially, the very
structure of the cooperatives. Despite the fact that quite distinct socio-
economic groups were to be legally adjudicated into the cooperatives, this
point was not discussed in the original agrarian reform law?2  These ad-
judication and membership decisions were made largely in provincial Ministry
of Agriculture offices, and were often hasty, due to the natural concern with
expediting the reform process. The two major types of cooperative were the
CAP (Agrarian Production Cooperative) and the SAIS (Agrarian Social Interest
Society).

Approximately 40 percent of coastal CAPs included in their membership
feudatarios: individuals who had generally once worked full-time for the
hacendado but had gradually won sharecropping rights and eventually, through
a 1960s law, gained title to the land they had sharecropped. Joining the
CAP, most feudatarios continued to work their own private parcels, and did
not receive any wage from the CAP; however, they often gained political
rights—-the opportunity to vote and hold office. But, without a stake in
the CAP, without any concern for its wages or its profits, would a feudatario
vote in the interest of the cooperative?

In many cases, the answer was no. In Estrella, the ensuing problem was
especially serious, because there were more feudatarios than permanent
workers as members, and thus the feudatarios could out-vote the workers and
win the highest offices in the cooperative. A feudatario president soon
began to bilk the cooperative through any number of devious schemes. With-
out an electoral majority, the workers could not oust the feudatario presi-
dent. But, increasingly outraged, the workers mobilized against the
feudatarios through their union, and then took the problem up with the
Ministry of Agriculture and SINAMOS in the provincial capital. Some six
months later, in early 1975, it was formally decided to separate feudatarios
from the CAP, not only in Estrella but in much of coastal Peru.

The role and membership rights of distinct socioeconomic groups proved
to be an even more problematical issue in the SATS. In contrast to the
typical CAP, the SAIS was to comprise not only at least one ex-hacienda but
also "peasant communities'" (highlands communities whose members, called
comuneros, were bound together by tradition and kinship, although usually
working the land individually). Whereas individuals were the ''members" of
the CAP, each ''peasant community' was one '"member" of the SATS, as was a
Service Cooperative (CS) that represented all the ex-haciendas. Thus, each
"peasant community'" in a SAIS had one voting share and one profit share,
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whereas all ex-haciendas, no matter how many, also had only one voting share
and one profit share. 1In other words, in a large SAIS with many ''peasant
communities," the communities held considerable political and economic
advantage.

Why was the SAIS developed in this way? To a considerable degree be-
cause Ministry of Agriculture officials who knew the conditions of the high-
lands wanted to help the 'peasant communities,"”3 whose members' land had
been seized by the haciendas in the past and who were generally poorer than
ex-hacienda workers. ''Peasant communities" had also invaded haciendas at
times, and it was hoped that the SAIS would alleviate the tensions between
the communities and ex-haciendas.

However, in many SAIS, neither comuneros nor ex~hacienda workers were
satisfied with the structure of the SAIS. Many comuneros argued that they
should still get their land back from the ex~haciendas. (Land distribution
between ex-hacienda and community had not changed with the SAIS.) Ex-
hacienda workers argued that they were the only people who worked to produce
income for the SAIS (which was by and large the case), and thus they deserved
most of the votes and most of the profits. 1In SAIS Huanca, where there were
29 peasant communities but only one Service Cooperative for the ex-haciendas,
ex-hacienda workers were especially outraged by the terms of their incorpora-
tion into the SAIS. Almost from the inauguration of the enterprise, they
began to fight for a bigger share of the benefits. Organizing through a
union, the ex-hacienda workers first won massive salary increases, and then
in 1974 the right to at least one representative on the leadership body of
the SAIS. By 1976, the ex-hacienda workers had apparently persuaded most
Ministry of Agriculture officials that the votes and profits of the SAIS
should be split fifty-fifty, and a ruling to this effect seemed likely in
1977.

Just as questions about incorporating distinct socioeconomic groups
into one cooperative were on the path toward resolution by 1975, so were
questions about encouraging work achievement in the cooperatives. Origin-
ally, the agrarian reform law gave virtually no consideration to incentives
for hard work, despite the fact that increasing production was a major con-
cern of the reform. In part as a result, there were primarily only disin-
centives to hard work, especially in smaller coastal CAPs.

At first, top officials apparently assumed that enterprise profitability
would be a major incentive to hard work, but this assumption was never
closely scrutinized. For various reasons the impact of enterprise profit-
ability as an incentive to hard work was limited. First, the amount of
profits was sharply cut by various legally required payments (primarily the
"agrarian debt," a sum theoretically paid by members to ex-hacendados
through the state in compensation for the hacienda). Second, there was a
widespread fear that profits would end up in the pockets of unscrupulous
leaders. Moreover, hard work was not encouraged by the extant compensation
strategies. For the average worker, the chance of a promotion was dim,
because most promotions went to the better-educated, younger members; the
possibility of being fired was even dimmer. In other words, there was
neither a carrot nor a stick before the worker. Moreover, after a member's
daily work quota (tarea) was completed, the member was now allowed to engage
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in lucrative agricultural production of small private parcels, privately
sold. Thus, the income-maximizing cooperative member finished the tarea as
fast as possible in order to attend to the private parcel.

By 1975, it was apparent that the members of coastal CAPs were becoming
less and less committed to work for their cooperative enterprise and more
and more committed to work for their private parcels. (The trend was
sharpest in smaller coastal enterprises because private opportunities were
greater there.) Although by and large this trend had not yet affected pro-
duction significantly, it was feared that it would in the future. An
astonishingly similar set of disincentives to collective work achievement
had emerged in Chilean agrarian cooperatives, with very negative consequences.
In Peru, the fear was considerable not only among officials, but among some
cooperative members as well. For example, in 1973-74, Estrella made some
excellent investment decisions and soon showed dramatic profits. Members
were alerted to the advantages of cooperative production-—easier credit,
greater infrastructure, and economies of scale.

Thus, when the government agency CENCIRA began to encourage the adoption
of new "Internal Work Codes'in cooperatives, some enterprises, especially the
more successful ones like Estrella, were receptive. CENCIRA's model code
was discussed, revised, and finally approved at General Assemblies in
Estrella and various other cooperatives during 1976-77.5% The new code set
the criteria for promotions so as to reward hard work for the cooperative,
and seniority became an advantage, thus providing some hope of promotion to
older, less well educated members. The tarea system was downplayed in favor
of the regular eight-hour day, and penalties for absences and the like were
established.

The two policy changes discussed so far showed the benefits of ambiguities
in original laws about potential problems. Gradually, as knowledge about the
problems is gained, presumably better solutions, and solutions in which citi-
zens will have greater confidence because they helped to make them, may
percolate "up from the bottom." But, not all problems have solutions that
don't alienate anyone too much (as in the case of separation of feudatarios
from the CAP), or that will be seen as a reasonable compromise (as in the case
of a greater share of profits and power for ex-hacienda workers in the SAIS),
or that actually please most everyone (encouraging enterprises to adopt work
codes that will promote collective work achievement, but not forcing the codes
on unwilling enterprises). Moreover, a consensus solution to some problems
may become more difficult as, during the time that everyone is deliberating,
positions become more polarized and more entrenched. Such was to a large
extent the case with respect to the question of the establishment of larger-
scale Central Cooperatives (Centrales) in Peru. However, it will be contended
here that even in this case, the flexible approach could have succeeded;
gradually, the Central concept seemed a good one to majorities of cooperative
members and officials.

Central Cooperatives were proposed in the original agrarian reform law,
but real attention to the possibility of their implementation was not given
until roughly 1973. During the first few years of operation of the small-
scale single cooperatives, two facts became clear that stimulated support
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for the Centrales. First, recall that the agrarian cooperatives were the
self-management component of a Third Way or "mixed" economy in the agri-
cultural sector, a component that would be strengthened by the Centrales,
and that there had been concern about how such an economy would work. By
the mid-1970s, it was apparent that private firms, individual cultivators,
the state, and the cooperatives could all operate together in the agri-
cultural sector withoutieconomic catastrophe. Although agriculture did not
boom during this period, neither did it collapse. The Peruvian agricultural
product grew at an average annual rate slightly above +3.0 between 197q”ﬁnd
1975, versus an average annual rate of -1.3 for the four years 1965-68.
Most agrarian cooperatives were performing as well or slightly better eco-
nomically as cooperatives than they had as haciendas,58 no mean feat given
that productivity was high in most coastal export enterprises and that,
traditionally, agrarian reform is believed to bring economic dislocation.
Further, by 1974 the cooperatives were generally evaluated positively;
over 75 percent of the respondents in my 1974 survey of two coastal coopera-
tives and two peasant communities in SAIS Huanca felt that the cooperatives
"helped a lot'" or "helped some." 29

In short, during this period confidence in the cooperative concept had
grown among members and, probably, among officials also. Logically, con-
fidence in the Central Cooperative should have grown as well, for it
promised to differ from the single cooperative primarily in size, not in
kind. An experiment with a Central in one valley showed that the Central
Cooperatives " would encounter resistance from private marketing intermedi-
aries and other private agricultural firms 60 But, the well-to-do private
commercial groups in the agricultural sector were by and large opposed to
the Velasco government in any case, and probably would either have left
the country, sought other jobs in other sectors, or stayed on as technical
advisers if Central Cooperatives had been implemented.

A second, not so salutary, fact about the small-scale single cooperatives
was also clear, however: they were self-managed "islands" in a competitive
market ocean, they were pitted against each other as well as private and
state interests in a fight for economic success, and inequality among
enterprises was probably increasing. Larger cooperatives that began with
greater capital--such as storage, transportation, or processing facilities,
or machinery to rent--frequently held other cooperatives hostage to their
capital endowments. Like private intermediaries, the better-endowed co-
operatives were tempted to pay low prices for what they bought from Eoorly
endowed cooperatives, and to charge high prices for what they sold.®

The Central Cooperative promised to stop the trend toward increasingly
wide socioeconomic gaps among the cooperatives. It also promised to in-
crease the political and economic resources of all the cooperatives against
private and state enterprises. The primary means to these ends would be
presenting a solid front in the marketing and purchasing of products,
pooling machinery and other equipment, economies of scale in many services
(such as accounting), and some redistribution of profits among enterprises
in the Central.

Various government and nongovernment institutions were encouraging
the establishment of Central Cooperatives, especially after 1973.62 By
1975, most cooperative members had heard about the Centrales. Attitudes
toward the development of Centrales tended to reflect the socioeconomic
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position of the cooperative. Ascendant enterprises, such as Estrella, were
generally firmly opposed; Estrella members argued that they had risen by
their own efforts, and so should other cooperatives. But poorer or average
enterprises, such as Marla, were favorable, increasingly aware that they
would be taken advantage of by new self-managed Goliaths if there were no
Centrales. In many regions, the number of cooperatives favorable to a
Central was the majority. But, limited government action was taken and few
start-up funds made available on behalf of that majority. By 1977, some
200 enteprises, or only approximately 15 percent of all cooperatives, had
been organized into 28 Centrales. 63 Moreover, most of these Centrales were
encouraged to adopt a scaled-down vision of their role; often, their only
real function was the provision of accounting services. 64

Why was the growing citizen desire for Centrales ignored by the top
military elites? One reason was a lack of funds for them. But it also
appears that top military leaders increasingly favored a large role for the
state in marketing, a role that would remove a key function from the Central.
For example, since 1974 the sale abroad of fishmeal, cotton, and coffee has
been handled by EPCHAP (Public Enterprise for Marketing of Fishmeal and 0il).
The enthusiasm of SAIS Huanca for its Central was gradually destroyed as
first a Social Property enterprise and then the state marketing agency EPSA
made critical inroads into priority agroindustrialization and marketing
projects of the Central.

Policy flexibility at the start, and gradual policy adaptations through
citizen input, thus may often prove a viable reform strategy. In Peru,
the strategy was primarily evident only in policy toward the agrarian co-
operatives, however, and even here policy flexibility frequently did not
entail appropriate subsequent adaptations, as the next section shows. With
respect to most other policy areas, the strategy was impeded for various
reasons. Policy toward peasant communities became inextricably linked with
the government's move to the left and subsequent rightist retreat in 1973-76.
Changes in the Industrial Communities were impeded by the high level of con-
flict between industrialists, who used legal loopholes to try to avoid key
parts of the law, and the workers, who wanted to block these loopholes.
Many legal modifications to the Industrial Community represented the
government's efforts to support the workers in the Communities and end
the loopholes.66 But there were various other important problems in in-
dustrial policy, especially serious inefficiency and continued bias toward
the choice of capital over labor, that were the perhaps unforeseen result
of the particular policy package of tax exemptions, tariff reductions, high
protection from competitive imports, labor indiscipline, and industrialists'
fears of eventual loss of control of the firm, .and these problems apparently
received scant attention from the government.é The Social Property law
was an effort to respond to some of these problems, especially work achieve-
ment and increasing employment,68 but as we know few Social Property firms -
ever materialized.

Enabling an ''Ideology'"of Pragmatic Experimentation. The ambiguity of
the Velasco government's speeches and actions made possible a description
of the government's ideology as experimental and practical, seeking viable
solutions for problems that had often seemed intractable. The upshots of
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last-minute political compromises, and of institutions such as the Industrial
Community and the SAIS, were clearly experimental. Apparently, it was sug-
gested that the Industrial Community be introduced as an experiment._9 The
adoption of such an ideology would have had a number of advantages.

First, by and large, it would have been true. Despite claims to the
contrary when the Plan Inca (which supposedly had been the "grand plan" of
Velasco and his allies in 1968) was published in 1974, there were any number
of major questions confronting the government in 1968 to which it had few
specific answers. Many of the government's changing policies reflected
changing answers to these questions, as they emerged in practice. Would the
Andean Group accept the radical Peruvian proposals for the regulation of
industry, and how would international firms react? How in fact would self-
management work in Peru, a nation very different from Yugoslavia? What
attitudes to the political changes would distinct elites take, not only the
hacendados and industrialists, but development technicians, agronomists,
political activists? And, very importantly, how could the most disadvantaged
stratum in Peru, the landless peasants, be helped in a nation with the worst
land/man ratio in Latin America and an agricultural sector with very limited
potential overall? 7’0 Would the members of the new cooperatives show more
concern for more disadvantaged peasants, particularly the seasonal workers,
than had the hacendados?

There would also have been strategic advantages to the proclamation of
an experimental, pragmatic "ideology." Such an "ideology" would have been
helpful in calming elites, and in not raising the expectations of the poor
too much or too fast. In China and presumably elsewhere, a successful
experiment has frequently been cited as solid evidence for advancing left-
ward, even if the success of the experiment was in part the result of extra
attention to the particular site or institution. Also, as Hirschman argues,
a government that embellishes its policies by extravagant ideological claims
appears much more tarnished when it fails to deliver on these claims than
does a more cautious government.7l

At times, the Velasco government did in fact try to emerge as ideolog-
ically pragmatic and experimental. Delgado particularly emphasizes the
"anti-dogmatic" and "evolutionary'" [procesal] character of '"the struggle."
But, as in other spheres, in the ideological one the government was also
betwixt and between. It always referred to itself as "Revolutionary,'" long
after everyone else put the term in quotes. '"Revolution for Participation" was
the headline in Correo above its text of the Plan Inca on July 29, 1974.
There was insistence upon the government's reforms as "fundamental structural
transformations" culminating in "fully participatory social democracy.'"’3
For the reasons stated above, these flamboyant proclamations did not seem
advantageous for the government.

Costs of Ambiguity

The costs of ambiguity are to a significant degree the reverse side of
the coin from the benefits. The major costs seem to be: 1) worrying and
confusing would-be allies; 2) enabling citizen input in policy-making only
to then ignore it and alienate the citizens; and 3) moral and ideological
bankruptcy.
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Worrying and Confusing Would-Be Allies. Ambiguity was very advantageous
to the Velasco government in disarming and confusing hacendados, industri-
alists, and conservative military officers long enough to enact various
reforms. However, when the issue became not defusing inevitable opposition
but winning support from groups that had gained from the reforms and "should"
have been loyal, ambiguity became an Achilles' heel. The problem for the
government was how to continue intensifying and deepening its reforms without
alienating original reform beneficiaries. Whereas a strategy of sequential,
shifting alliances to achieve reform is effective if there is no concern for
the support of the politically abandoned group, it may be disastrous if the
support of that group is indeed important.74

By 1973, it was evident that the govermment's reforms had benefited
primarily workers in the upper two or three deciles of the income distribu-
tion.’5 The agrarian reform had benefited most the relatively prosperous
ex-hacienda workers, not disadvantaged comuneros and migrant seasonal
workers (eventuales). The Industrial Community had benefitted the relatively
prosperous modern-sector industrial employees, not the unskilled, nonunionized,
often self-employed workers of the traditional sector, a considerable number
of whom were recent migrants to Lima, living in "squatter settlements" or
"young towns."

The government became increasingly concerned with helping these dis-
advantaged groups in 1973 and 1974, and its policies moved leftward. Ulti-
mately, however, the reforms of this period were by and large never brought
to fruition, in contrast to the reforms of the previous years. Moreover,
in promoting the new, more radical reforms, the government alienated the
groups that had benefited from the previous policies and had constituted the
most natural base of support for the government. The regime was thus in the
worst of both worlds: it never gained the support of the disadvantaged
groups, because it never delivered on its promises, and it lost the support
of those to whom it had delivered.

There were a number of reasons behind the failure of the leftist policies
of the post-1972 era. Velasco himself was increasingly ill and unenergetic
and may also, in the final months of his regime, have tipped his support from
"the progressives'" to a second military faction called "The Mission," which
was intensely loyal to Velasco but virulently anti-Communist and gangsterish.
In several cases, Velasco and "the four colonels" also seem to have seriously
miscalculated the capacity and the will of the rest of the government for
reforms. SINAMOS, the "political mobilization'" agency which spearheaded the
move to the left, sowed fears and confusion. Whereas political coalitions
between the "labor aristocracies'" and other workers and between the "peasant
aristocracies" and other peasants seemed critically necessary at this time,
the impact (if any) of SINAMOS was divisive, especially in the countryside.

As a critical cause of the intensification of the reform process and
then a critical cause of its failure, SINAMOS and the dynamics of its rela-
tionship to workers and peasants are emphasized in this section. Other
examples of the zig to the left and then zag to the right during this period
include the expropriation of the Lima daily newspapers, followed by the
decision not to transfer control over them to the relevant occupational
sectors. Government policy toward popular participation was symbolized to
a significant degree first by the rise of SINAMOS and then by its fall.
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It should be mentioned that policy toward the migrant poor showed a somewhat
distinct trend, never becoming particularly radical/’

What was SINAMOS? Characteristically, the Velasco government did not
have a clear answer. Usually, SINAMOS was simplistically described by what
it was not--it was not a political party, it was not a Peruvian FBI, it was
not a corporatist trick—-or by poetic but uninformative rhetoric:

SINAMOS is you. We are all SINAMOS, the men and women of the coast,
the highlands and the jungle,...those who want to construct a revolu-
tionary nation. SINAMOS is you, me and all our brothers, who in the
cooperatives, the SAIS, the labor communities, the universities, the
neighborhood assemblies, the public administration...are working and
learning, constructing a new society of participation in revolutionary
Peru. So don't ask what SINAMOS is. SINAMOS is you/8

What was the role of SINAMOS actually to be? As noted above, it had
been insinuated that SINAMOS might be able to calm the unruly masses or at
least appropriately '"channel" their demands. It was also indicated that,
at the very least, SINAMOS would build popular support for the government.
Yet, neither of these implied aims was diligently pursued. Indeed, the
agency's hasty recruiting procedures meant that it employed both many con-
servative officials (especially at the middle ranks) and many young Marxists
(especially at the lower ranks). Officials with conservative or Marxist
perspectives were rarely interested in building support for the Velasco
government.

Thus, SINAMOS included leftists, and these leftists soon demonstrated
considerable concern for galvanizing reforms—-in particular, for extending
and amplifying the participatory rights of citizens. (This was actual%y
what the law creating SINAMOS had said was to be its priority function.9)
But, in any attempts to galvanize participation, SINAMOS was seriously
compromised by the limitations of the agency itself. SINAMOS was preaching
a doctrine that it did not practice. SINAMOS employees were intellectuals
and bureaucrats, individuals with university training and, usually, middle-
class origins, recruited by and responsible to their superiors in the agency—-—
not elected by citizens, or subject to recall by them. Moreover, some
SINAMOS officials were arrogant "whippersnappers'" who presumed that they
knew more about politics and development than workers or peasants. Sud-
denly, such individuals were given the authority to become politically in-
volved in communities that had not asked them to do so. Moreover, when
push came to shove, SINAMOS officials would often violate the tenets of
respect for the authentic political voice of a community and try to impose
their own will, often quite understandably, in the name of equal access to
participatory organizations and equality in general.

Hence, despite rather sincere concern for participatory ideals among
many of its officials, SINAMOS was beset by the paradoxes of its political
context and its own personalities. The agency met suspicion from most groups
at its first encounters.

SINAMOS was first active in the industrial sector.80 In 1972 and 1973,
SINAMOS supported the development of a vigorous and militant federation of
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Industrial Communities, called CONACI. SINAMOS was in constant struggle with
the Ministry of Industry, which favored efforts to control CONACI and limit
demand-making. The Ministry's position was victorious among top government
circles by 1974, although CONACI factions continued to struggle for political
independence.

SINAMOS might have fared better in its duel with the Ministry of Industry
over CONACI if it had brought in other urban groups behind its position.
However, for whatever reasons, not even the germ of a coalition between
the "worker aristocracy'" of the Industrial Communities and the urban poor
emerged. Industrial Community members could have benefited from the political
support in their battle against recalcitrant industrialists, and the urban
poor could have benefited fromvarious changes in the Industrial Community
law, especially changes in the incentives to the increase of capital rather
than labor in these firms. (In a survey of four squatter settlements, Dietz81
found that lower percentages of respondents rated the government's performance
in supplying employment opportunities as "very good" than its performance in
supplying any other service on the survey list.) A coalition in support of
Social Property might also have been encouraged on similar grounds of mutual
benefit, which might have helped to spur the development of Social Property
firms in 1975, when the Social Property movement was slowing down. But,
whereas SINAMOS was politically vigorous in the Industrial Community federa-
tion and in the countryside, it was not so in the migrant settlements of the
urban poor, perhaps because it was relatively heavily involved in tgg practical
tasks of resolution of the concerns of the migrants and urban poor.

SINAMOS began its activity in the countryside somewhat later, and was
somewhat more successful. Perhaps the primary task of SINAMOS during 1974
was the development of the National Agrarian Confederation (CNA), a
government-chartered organization to represent the peasantry. As usual, it
was suggested that the CNA would play a "pre-emptive" or "defensive" role,
checking the rise of the Marxist Peruvian Peasant Confederation (CCP). Also
as usual, this did not turn out to be the case. The CNA emerged as a
vigorous demand-making federation that at times worked with the CCP, especi-
ally on land invasions, and both the CNA and the CCP grew.83

Perhaps the most critical decision taken by SINAMOS with respect to the
CNA was to give peasant community members greater representation in CNA than
any other peasant stratum. At the lower and upper levels of the CNA, peasant
communities held about 75 percent of the representatives, whereas agrarian
cooperatives constituted only about 20 percent. Peasant community members
were thus represented well beyond their proportion of the agricultural popula-
tion (only about 40 percent) and far beyond their contribution to the agri-
cultural product.

By promoting the membership of peasant communities in the CNA, SINAMOS
intended to bring the most disadvantaged, and therefore potentially most
radical, stratum into the political limelight and thereby push the agrarian
reform to the left.85 The strategy did bear fruit in at least one area:
the alliance between SINAMOS and the CNA probably helped to spur the ex-
propriations of haciendas in remote areas during 1975-76. However, for
whatever reasons, both SINAMOS and the CNA took stances that were rather
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antagonistic toward the agrarian cooperative members. There was little
apparent attempt to emphasize the considerable common concerns of the two
groups.

On coastal cooperatives, SINAMOS, and in some cases the Ministry of
Agriculture plus local CNA affiliates, were more involved with the issue of
the admission of temporary workers into the enterprises than with any other
issue vis—-a-vis the cooperatives during 1973-75. The problem was that
"temporary" workers (who in many cases had in fact been working for the
enterprise for years) were repeatedly refused membership in most coopera-
tives, thus denying significant economic and political benefits to a rela-
tively disadvantaged group. It seemed that cooperative members wanted to
keep all the new benefits to themselves. When, as in Estrella, members
rejected the pressures to admit more temporary workers, SINAMOS often en-
couraged the eventuales to unionize. Estrella then fired some of the
workers involved. In Estrella, as in most coastal CAPs, few temporary
workers were ever actually admitted.

Cooperative members were also worried and alienated by many of the
positions taken by the CNA. The CNA supported the principles of Social
Property, which cooperative members saw as state farms that would usurp all
their new rights; it argued for incorporation of the temporary workers into
the cooperative; and it promoted sharper price increases for potatoes (pro-
duced largely by peasant communities) than for sugar or rice (produced
largely by coastal cooperative members).86 Neither the CNA nor SINAMOS
indicated a similar degree of concern for issues on which the peasant com-
munities and the cooperatives might have reached agreement. Issues on which
common concern and united political action seemed most likely were: action
against commercial intermediaries, the institutionalization of election and
recall systems for SINAMOS officials, and perhaps an increase in prices for
all agricultural products and modification of the agrarian debt scheme.
Only one of these issues became a major concern of the CNA and leftist
government officials——action against commercial intermediaries. However,
amidst all the various approaches to this issue, the CNA added yet another
to the list--a scheme in which it would have a key role. This was rejected
by the government.

Given the rhetoric of both SINAMOS and the CNA on such issues as Social
Property and the temporary workers, it is not surprising that cooperative
members feared for the future of their enterprises, resented the "meddling"
of SINAMOS, and never really wanted to become involved in the CNA. The
fears of a change in the structure of the cooperative encouraged a short—-run
economic perspective on the cooperative. There was a tendency in most co-
operatives to invest the minimum required by law, and emphasize investment
in schools and houses rather than capital equipment. Despite the fact that
many cooperatives had considerable profits of their own, large percentages
of these sums were consumed, and then funds for investment projects or the
next harvest were requested from the government.

With respect to attitudes toward SINAMOS, the following vilification by
the leader of a Cajamarca SAIS is suggestive. Note in particular the accusa-
tion that SINAMOS encouraged the employment of too many workers. Note, too,
the general indication that SINAMOS was acting like a 'mew patron," and that
the members would have none of it.
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SINAMOS only created confusion, destroying what was left of the
enterprise with the hacienda, and setting a bad example. They
promised aid and capacitacidn, but they didn't come through.

They broke down work discipline, and people didn't want to work.
It was their fault too that land was invaded and divided among
many people who now have the land.... And it was their fault too
that manypermanent workers were hired, allied to the former
leaders, until there were almost 400 employees, when at the most
200 are necessary, and it became impossible to pay everyone. The
workers didn't want to work and there was no respect. Also, they
got four administrators named, one for each ex-hacienda in the
SATS, who didn't know anything about administration. When the
situation had become impossible, some of the SINAMOS guys left,
and we kicked out the others. Now we've begun to organize our
own enterprise little by little, the people trust us, and we're
all learning....

Enabling Citizen Input in Policy-Making Only to Then Ignore It. In a
number of instances, policy flexibility facilitated the development of rather
strong lobbies by citizens who assumed that they would be able to influence
ultimate policy development. When this was in fact the case, as in the ex-
amples of the previous section, the flexibility was advantageous; but when
citizens were not able to subsequently affect policy development, they were
understandably alienated. The establishment of the CNA in such close alli-
ance with disadvantaged peasant communities is a case in point; the CNA was
led to assume that it would participate in agricultural policy development,
and was alienated when it was not able to significantly affect policies.
Similarly, SAIS Huanca and other cooperatives that had initiated Centrales
with enthusiasm were dismayed when suddenly the government promoted state
or Social Property firms with similar functions.

Consider, too, the issue of the role of the "enterprise director"
(gerente) in the cooperative. The director is a professional technician,
with university training in agronomy or veterinary medicine or the like.
The role of the director in the enterprise was a crucial question. In
theories critical of self-management, the director is the linchpin between
capitalists or the state and the workers, conciliating the two groups and,
in particular, co-opting the workers.

In the agrarian reform law, little was said about the director, except
that one would be hired by the executive organ, the Administrative Council,
and that the director would administer the cooperative, subject to the
overall policy guidelines and approval of the Administrative Council.88
It was probably assumed by top officials that, as in Yugoslavia, the enter-
prise director would have a relatively secure position in the cooperative
and would be able to provide important technical information and adminis-
trative expertise. This was especially the case because it was soon re-
quired that the Ministry of Agriculture have a hand in the hiring of the
directory the Ministry was to make the final choice of director from a list
of three candidates nominated by the Administrative Council.

It gradually became apparent, however, that, although hiring require-
ments were in line with the Ministry's vision of the role of the director,
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firing requirements were not. It also became apparent that for many co-
operative members the director was a symbol of the old order, and that they
were very sensitive to any display of arrogance or any attempt to assert
authority unilaterally by the director. Given the legal loophole on firing
rights and members' fears of the director, the not unsurprising result was
the firing of a great many directors, as well as the use of the firing power
as a club by members to keep directors in line.

For several years, the government did not take any action to close the
legal loophole on firing power. Meanwhile, agrarian cooperative members
were indicating ever more emphatically that they wanted to retain this key
power over the directors. As SINAMOS and its anti-gerente opinions fell
into disrepute, however, the Ministry of Agriculture strengthened its efforts
to fortify the director's position in the cooperative. In some regions,
"administrative directives" were issued requiring that the director be given
a one-or—-two-year contract, and that a new director arrive before the fired
one could leave.89 But, agrarian cooperative members often refused to abide
by the terms of such directives; they did not see such fiats as legally or
morally binding. The percentage of enterprises with directors rose from
30 percent to 60 percent, roughly, from December 1973 to May 1975, and stayed
at about 60 percent through 1977.90 rphe only real impact of the government's
new initiatives was to alienate cooperative members.

Moral Bankruptcy. It was not long before it was clear that Velasco was
not leading a "Revolution," especially not a "Revolution in Participation."
It was not long before it was clear that Morales Bermiidez was not 'consoli-
dating the Revolution.'" Citizens were indignant at the dishonesty. The
practice of "shifting alliances" exacerbated the image of Machiavellianism.
As Hirschman points out, to jettison yesterday's allies will often be seen
as an act of betrayal.9i

The severity of the moral crisis of the government is indicated in the
comments of cooperative members. '"They talk about democracy but it's all
talk, nothing else,'" said one. Stating what he thought was the worst feature
of the Velasco government, another said "...everything was false...."

Charged a bitter peasant in 1977, "All military men are alike, they fill their
pockets with money and it's the people that have to suffer the consequences."

Conclusion

Ambiguity did prove a double-edged sword to the Velasco government.
The strengths of the government's reform-mongering strategy were also its
weaknesses. Nevertheless, there were strategies by which the government
might have cut its losses while retaining its benefits from ambiguity.

Ambiguity was what allowed the Velasco government to proceed as far as
it did with Third Way reforms, and also what prevented it from gaining the
support for these reforms that might have enabled them to endure or even
deepen. Via ambiguity, the government confused potential opposition forces
long enough to implement reforms that would almost certainly have been
blocked, perhaps violently, if these forces had realized what the ultimate
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thrust of the reforms was to be. But, via ambiguity, the government also
confused groups whose support it eventually needed desperately. In this con-
text, the government's "ambiguity" was very much akin to its "autonomy" from
any one social class: by not allying with any one class definitively, the
regime did not alienate predetermined class enemies as strongly as it might
have; but, by constantly shifting class alliances, neither did it secure any
real friends.

Ambiguity also signified flexibility. On the one hand, the government's
flexibility—-its realization that in a year or two it could not develop com-
prehensive solutions to difficult problems, and that laws would have to be
experiments, susceptible to change as the results came in--was realistic.

In many cases, such flexibility allowed greater citizen input into decision-
making, improving policies and increasing public confidence in them. By
rejecting the temptation to consider all policies as ultimate solutions and
thereby set all laws in granite, the governmment was able to develop some of
its innovative and radical programs: Social Property, which emerged as a
reaction to many problems in the Inudstrial Communities, and Central Coopera-
tives, which emerged as a reaction to many problems in the single agrarian
cooperatives. Such flexibility was also an important antidote to the
hermetismo of the military in its insistence on its exclusive prerogatives

in establishing the "central" direction of policy. But policy flexibility
also has critical disadvantages. It allows the opposition to more radical
policies to become more entrenched. Suffice it to say, perhaps, that ulti-
mately neither Social Property enterprises nor Central Cooperatives were
really developed. Policy flexibility is also very disadvantageous if target
citizens are enabled to participate in developing a program, gradually build
a majority position--and then have the government, insisting on its decision-
making prerogatives, ignore this majority position and decree its own distinct
new policy.

What might the government have done to maximize the benefits from ambi-
guity and reduce the costs? To many analysts, nothing: in their view,
ambiguity was in complete contradiction with radical mobilization of the
masses, and radical mobilization of the masses was the only way toward con-
solidating the govermment and winning popular support. However, the radical
mobilization strategy was probably precluded by the fears of mass mobiliza-
tion held by many military (and civilian) officials, and would have been
difficult in any case. As SINAMOS showed, the government seemed to have
little understanding of what participation really might entail, and it would
probably have had even less success in leading and unifying mobilized groups
than the Popular Unity government had in Chile.

Thus, what strategies were available to the Velasco government within its
stated parameters of class "autonomy," hermetismo, and ultimate decision-
making prerogatives for the military? Most simply, it needed to pay more
attention to the issue of popular support. Even projects presumably designed
in part to promote popular support, such as SINAMOS, were not implemented in
such a way as to do so. In sharp contrast to common Mexican practice, major
government benefits were allocated without any effort to tie them to indica-
tions of support. Land was expropriated almost entirely by the criterion of
size of holding (larger first). The loan and credit decisions of the
Agrarian Bank were made on "apolitical" criteria. So, apparently, were the
decisions to provide new services for migrant settlements.
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Special attention had to be given to maintaining the support of previous
reform beneficiaries. Although relatively privileged in many cases, they
were the individuals for whom the govermment had “delivered™ and upon whom
it had to be able to count for real economic support (investment, production
efforts) and political support (demonstrations). After the threat of violent
retaliation by the opposition had been reduced, the government might have
tried to clarify its overall political position on state-society relations,
which, as the difficulties of SINAMOS revealed, it by and large did not do.
Also, as Hirschman in_dicates,93 at this time the strategy of '"shifting
alliances'" might advantageously have been replaced by a strategy of coalition-
building and logrolling. It does not seem that "shifting alliances" was any
more or less a '"class autonomous" strategy than coalition-building among the
bottom eight deciles or so of the income. distribution--there was no definitive
statement on Peruvian class structure, despite the prevalent use of the word
"class."

Policy flexibility was appropriate and advantageous when the government
was more or less in a position to satisfy the popular consensuses that emerged,
but inappropriate and disadvantageous when it was not. The government could
not always have foreseen and quickly assessed its responsive capabilities in
these situations——as for example with respect to the Central Cooperatives and
Social Property. But in other cases, especially that of the CNA, it does seem
that the government could more readily have anticipated the difficulties that
evolved. A major new organization should not be proclaimed, and then almost
all its proposals vetoed.

Finally, the government might have presented its programs in a more
accurate light. The proclamations of '"revolution" and a "fully participatory
social democracy" were transparent rhetoric. For reasons indicated previ-
ously, description of the policies as "experimental' and "pragmatic" might
have been more effective. The government could then have devoted much greater
attention to explaining why such an experimental course was believed appropri-
ate, and thus could have enhanced popular understanding of the government's
very real dilemmas.
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