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Sept. 6. 1986
 

I. INTRODUCTION, SUMMARY AND CONCLUSIONS
 

Following a brief background section describing the magnitude and
 

causes of the economic chaos inherited by the present government, and a
 

brief description of the main economic features of the New Economic Program
 

promulgated on August 29. 1985, this paper will evaluate the 
success of the
 

program in achieving its objectives of stabilizing the economy and setting
 

the basis for economic recovery.
 

The Government deserves high marks for achieving relative economic
 

stabilization in less than a year through a comprehensive set of measures,
 

some of them quite drastic, that required considerable political courage.
 

The main ones include the wage freeze for public employees (followed by very
 

moderate increases), tax and tariff reform, substantial increases in the
 

prices of goods and services sold by state enterprises to eliminate their
 

substantial operating deficits, the f.:eeing of the exchange rate (with
 

resulting significant impact on tax and customs collections) and substantial
 

reductions in the rate of credit expansion to both the public and private
 

sectors.
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Although control of inflation has substantially improved the
 

economic climate, there are no indications to date that economic
 

reactivation has in fact taken place. It may be premature, however, to
 

expect reactivation so soon after the economic chaos of previous years.
 

Preliminary estimates of the Central Bank indicate a decline of 3.7% in the
 

country's real Gross Domestic Product in 1986, with major declines
 

registered in the mining and export sectors. This outcome is not altogether
 

surprising in view of the fact that (a) the hyperinflation was brought under
 

control only in the last qiarter of 1985, and (b) the economy recently has
 

been subjected to a number of severe shocks, including a sharp decline in
 

the price of tin since 1983, a 10% drop in the price of natural gas sold to
 

Argentina under the recently renegotiated contract, floods which depressed
 

agricultural output, and beginning in July of this year, the joint, and
 

apparently successful, GOB-US campaign to disrupt the narcotics industry.
 

While Bolivia's current account position deteriorated severely in
 

1986, its overall balance of payments situation has improved substantially
 

through the renegotiation of the country's external debt on very generous
 

terms with the Paris Club. The size of the balance of payments deficit in
 

1986 will depend on the outcome of the forthcoming debt renegotiations with
 

foreign commercial banks. If relatively liberal terms can also be obtained
 

from the commercial banks, the 1986 balance of payments deficit could be
 

narrowed substantially, perhaps to a range of $25 million to $40 million.
 

If no renegotiation took place and the country were to attempt to meet its
 

debt servicing obligations as they now stand, the balance of payments gap
 

(without even counting repayment of arrears) could fall within the range of
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$150 million to $175 million, a gap that is clearly beyond the country's
 

capacity to bridge. 
It is also to be noted that if the renegotiation with
 

the private commercial banks does not involve substantial concessions in
 

terms of both lower interest rates and much longer maturities, the relief
 

obtaine& from the debt rescheduling would be merely of a temporary nature.
 

The Government's first priority should continue to be the
 

implementation of the stabilization program. 
Second, some restructuring of
 

the economy is essential to replace the employment, income and foreign
 

exchange earning opportunities provided by the shrinking mining and
 

narcotics industries. One of the best prospects appears to lie on the
 

development of the agricultural sector (mainly soybeans, poultry and
 

livestock), agro-industry, the wood and wood processing industry, and
 

drawback industries, to take advantage of both the country's natural
 

resource base and its ample supply of low-wage labor. Systematic surveys
 

should be undertaken to determine the areas of potential comparative
 

advantage and to identify the various obstacles to investment and increased
 

private economic activity, particularly in the export area, that
 

entrepreneurs regard as major impediments to recovery and growth.
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II. BACKGROUND
 

The Paz Estenssoro Government inherited a chaotic economic situation
 

characterized by hyperinflation, a foreign exchange crisis triggered by the
 

collapse of tin and petroleum prices and a growing debt servicing problem, a
 

substantial and growing budget deficit, a real GDP that declined each year
 

after 1981, and an economy that had become increasingly reliant on coca
 

production, narcotics trafficking and smuggling.
 

The following statistics illustrate the magnitude of the problems
 

that confronted the new government. The rate of increase of the consumer
 

price index increased from 123% in 1982 to 276% in 1983, 1,281% in 1984 and
 

11,750% in 1985 (Table 1). 
The rate of increase of the budget deficit of the
 

consolidated public sector (a key cause of the hyperinflation) increased
 

from 353% in 1983 to 2,033% in 1984 and 4,638% in 1985 (Table 2). 
 Note that
 

most of the increase in the budget deficit was due not to the current
 

operations of the Central Government, but to the large operating deficits
 

incurred by the state-owned enterprises, particularly COMIBOL (tin mining)
 

and ENFE (railroads).
 

The rate of Central Bank credit expansion to the public sector
 

increased from 287% in 1983 to 1,166% in 1984 and to 17,029% in 1985 (Table
 

3A). However,.credit to the public sector was not the only cause of the
 

increase in money supply as bank credit expansion to the private
 



sector increased at comparable rates during the 1983 to 1985 period (Table
 

A). As a result of both factors, the supply of currency plus demand 

deposits (Ml) increased at a rate of 1,798%'in 1984 and 6,116% in 1985 

(Table 3).
 

Predictably, substantial deficits appeared in the current account of
 

the balance of payments. 
These rose from US$129 million in 1984 to US$281
 

million in 1985) 
while the overall deficit in the balance of payments
 

increased from $103 million in 1984 to $329 million in 1985 (Table 7). 
 The
 

balance of payments problem can be attributed to the following major causess
 

(1) collapse of the prices for tin and natural gas) (2) the large debt
 

service payments resulting from the incurrence of substantial debt for
 

poorly conceived projects in the 1970's and early '80'st and (3) the rapid
 

expansion of money supply and price level unaccompanied by a corresponding
 

devaluation. As a result, the official exchange rate at which all exports
 

had to be surrendered, was consistently and substantially overvalued.
 

The cumulative decline of the real GDP over 1982-85 is estimated at
 

17.2% (based on the IMF estimates in Table 9), 
while the real per capita GDP
 

is estimated to have declined by 25.8% over this period (Table 9).
 

These developments had serious social consequences. The economy
 

suffered from numerous and prolonged strikes as workers attempted to defend
 

their living standards! many businesses failed as a result of heavy
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decapitalization, members of the middle class that were slow to convert
 

their funds into dollars or physical assets lost all theiz savings, rational
 

decision making in the "productive sector"l/ became next to impossible, 
its
 

output contracted severely) income was redistributed on a massive scale,
 

there was a substantial shift of resources from the "productive sector" into
 

speculation activity and into the "illegal sector", consisting largely of
 

coca production and processing, narcotics trafficking, and smuggling.
 

1/ Defined here as industries creating "form utility", i.e., mostly the
 
agriculture, manufacturing and construction sectors.
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III. THE NEW ECONOMIC PROGRAM
 

A detailed description of President Victor Paz Estenssoro's August
 

29, 1985'New Economic Program was provided in Robert Burke's excellent
 

"Analysis of the New Economic Program of the Government of Bolivia" of
 

October 22, 1985. 
 Only its main features will be recapitulated here. A
 

summary of its main provisions is provided in the Appendix.
 

1. Adoption of a Flexible Foreign Exchange Rate Adjustment
 

Mechanism, A basic problem with the previous system had been the
 

maintenance of a fixed exchange rate in the face of continuing and
 

substantial increases of the domestic price level. As a result, the exchange
 

rate had become increasingly overvalued and the official rate bore no
 

relationship to the purchasing power parity. 
Exporters had been receiving
 

only a fraction of the free market rate, with predictable disastrous impact
 

on export earnings. Under the new exchange system announced on August 29,
 

the official exchange rate would be adjusted at least twice weekly at
 

auctions conducted by the Central Bank at which foreign exchange would be
 

offered for sale. However, all exporters were still required to surrender
 

one hundred percent of their export proceeds to the Central Bank at the
 

official rate, though with guaranteed access to specified quantities of
 

foreign exchange when required. These export proceeds will provide the
 

principal source of foreign exchange for the auctions.
 

In addition to correcting the strong bias towards subsidizing
 

imports and penalizing exports, the substantial exchange rate adjustment had
 



very favorable fiscal implications. The official Central Bank buying rate
 

of foreign exchange moved from 67,000 pesos to the dollar to $b 1,075,000 to
 

$1,00 (Table 4). The export sales of COMIBOL (mining), YPFB (natural gas
 

and petroleum) and other state enterprises increased very substantially in
 

terms of'pesos, thus yielding larger tax revenues. Imports valued at the
 

new rate produced substantial increases in duty collections. While foreign
 

debt service payments and public sector purchases of goods and services also
 

increased in terms of pesos, the net fiscal effect, on balance, was strongly
 

positive.
 

2. Petroleum Price Adjustments The domestic petroleum price was
 

increased significantly in line with the world market price translated into
 

pesos at the new market-determined exchange rate. This represented, at one
 

stroke, a ten-fold increase over the previous price. Petroleum prices
 

subsequently were adjusted periodically to maintain the dollar equivalency.
 

3, Increases in the Rates of Other Utilities, including Electricity
 

Telephones, etc., Rates were increased to compensate for actual service
 

costs. 
 Public utility prices were fixed in dollars, with bills payable in
 

pesos at the excheange rate of the day.
 

4. Monetary Reform# The program eliminated interest rate ceilings on
 

all deposits and loans. Other provisions authorized commercial banks to
 

carry out foreign exchange rate transactions and to offer foreign exchange
 

denominated accounts, accounts with a dollar maintenance of value clause,
 

and to make dollar denominated loans.
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5. Tariff Reforma Bolivia, like movt of its South American
 

neighbors, has a long history of very high tariffs on imports of finished
 

manufactured goods combined with low or non-existent tariffs on capital
 

goods and on industrial and agricultural inputs. In addition, since 1982,
 

most im;forts of consumer goods had been prohibited, a feature that greatly
 

encouraged contraband. The new GOB program abolished all import
 

prohibitions and replaced the former high tariff structure with a flat 10%
 

ad-valorem duty plus a variable duty equal to 10% of the formerly prevailing
 

tariff. 
 (This provision was replaced by a flat 20% ad-valorem duty in
 

August 1986). This measure was designed to improve revenue collections and
 

also to reduce the degree to which import tariffs distort the allocation of
 

resources.
 

6. Fiscal, Wage and Labor Policy: The program specifically froze
 

public sector wages until December 31, 1985, in an attempt to reduce
 

expenditures. The program also substantially increased the free play of
 

market forces in the private sector labor market by allowing employers to
 

discharge employees for any reason, subject to the payment of severance
 

pay.2/ In addition, the implementing decree provided that private sector
 

wages would be freely negotiated between employers and employees. This
 

replaced the previous practice.of Government-decreed across-the-board wage
 

increases applicable to both private and public sector workers.
 

_2/Equal to a minimum of three-months pay for employees with a tenure of
 
less than five years. For those with a tenure of over five years, the legal

severance pay is one month's pay for every year of employment. An

additional three-months' pay must be paid if the employee is discharged

(involuntary separation).
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7. Price Decontrol, The GOB program abolished all price controls,
 

except for items produced or marketed by state enterprises, such as
 

gasoline, electricity, and telephone services.
 

8. Improved Accounting by State Enterprisest The Decree required
 

all State enterprises to submit a set of accounts as of July 31, 1985, and
 

submit a detailed budget for the last quarter of 1985. Moreover, the law
 

prohibits extension of Central Bank credit to enterprises that have not
 

complied with thia provision. All state enterprises were required to
 

maintain peso deposits in the Banco del Estado, and were prohibited from
 

maintaining bank accounts outside the country. All legal monopolies were
 

abolished.
 

9. State Enterprise Decentralization The state mining company,
 

COMIBOL, was divided into four regional enterprises, and YPFB (the state
 

petroleum company) into three, and has turned other state enterprises (those
 

previously held by the central government holding company CBF) over to the
 

Departmental Development Corporations. This decentralization serves a
 

number of purposes, all directed at increasing the management efficiency of
 

state enterprises. First, it will enable the GOB to dispense with most of
 

the bloated central bureaucracy of YPFB and COMIBOL. Second, it should
 

increase fiscal discipline over state enterprises by placing strict controls
 

on their access to Central Bank credit to cover deficits. Finally, the move
 

also appeared to be an attempt to reduce the power of the disruptive mining
 

and YPFB employee unions.
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Far as this program goes, it clearly does not represent the sum
 

total of the Government's efforts in the area of stabilization. A number of
 

additional measures were enacted in 1986, while others were incorporated in
 

conjunction with the latest Stand-By Agreement with the IMF. 
The most
 

important measure is the tax reform enacted in May, 1986, which abolished a
 

number of existing revenue measures, including the corporate income tax, and
 

replaced them with a general value added tax of 10% 
on all transactions.
 

This tax is complemented by a 10% personal income tax from which value added
 

tax payments may be deducted. Another new tax was levied on the net worth.
 

of enterprises, amounting to 3% during the first year, and 2% thereafter.
 

A 
3% net worth tax will be applied to the updated value of automobiles,
 

dwellings and land holdings. 
 Internal revenue tax collections will be
 

further increased by updating a number of specific taxes, including those 
on
 

beer, other alcoholic beverages and cigarettes, and the introduction of a 1%
 

tax on transactions. The uniform rate of the customs tariff was raised to
 

20%, with no exemptions, in August of 1986.
 

In its Stand-By Agreement with the IMF, the government committed
 

itself to a reduction in general government spending. Government spending
 

already declined from 
30% of GDP in 1984 to about 21% in 1985, and is
 

scheduled to decline to below 20% in 1986, chiefly by limiting non-interest
 

current expenditures of the Central Administration. The key measure to
 

effect this reduction is a government commitment to continue to pursue a
 

tight wage policy for both the general government and the state
 

enterprises. 
The overall deficit of the non-financial public sector is
 

targeted to decline from an estimated 11% of GDP in 1985 to 6.4% in 1986 and
 

to below 6% in the IMP program period (June 19, 1986 to June 18, 1987).
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IV. EVALUATION.
 

This evaluation is divided into two parts. 
the first assesses the
 

success of the stabilization programl the second analyzes whether economic
 

reactivation can be said to have occurred. 
A final section discusses the
 

need for restructuring the economy and the lines such restructuring should
 

take.
 

A. Success of the Stabilization Program.
 

The performance of the Government's stabilization program will be
 

analyzed below in terms of the behavior of the price level, the budget
 

deficit, 
expansion of bank credit and money supply, stabilization of the
 

exchange rate, debt renegotiation and the balance of payments deficit.
 

T.. key indicator of the success of a stabilization program is the 

behavior of freely determined market prices. The general consumer price
 

index, presented in Table 1, shows that the annual rate of increase in the
 

general consumer price index which increased from 276% in 1983 to 1,281% in
 

1984, and to 11,750% in 19851 then declined to 703% between June 1985 and
 

June 1986. The annual rate of increase declined substantially in the last
 

quarter of 1985 
-- from 1,333% in the third quarter to 73% in the fourth.
 

The rate rose back to 175% during the first quarter of 1986, then dropped
 

back to 36% 
during the second quarter.
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In sums While it cannot yet be said that the Government has 

attained total price stability, there has been a very substantial reduction
 

in the rate of inflation. 
The IMF projects a rate of inflation of 84%
 

between December 1985 and December 1986, a projection that would be
 

consisteht with an annual rate of increase of 35% 
during the second half of
 

1986. It now appears that the authorities will be able to hold the rate of
 

inflation below that level.
 

The primary cause of the hyperinflation of 1983-1985 was the GOB's
 

budget deficit (Table 2A and 2B) and the rapid rate of bank credit expansion
 

to both the private and public sectors (Table 3A), which accounted for the
 

extraordinary increase in money supply (Tables 3B). 
 The increase in the
 

budget deficit, in turn, is attributable mostly to the substantial transfers
 

of funds from the Central Government to the state enterprises, mostly to
 

COMIBOL and ENFE (the Bolivian Mining Corporation and the state owned
 

railroads) to cover for their large operating deficits. 
 This is clear from
 

the data presented in Tables 4 and 5 which show, respectively, all factors
 

affecting liquidity since 1982, and the breakdown of all financing provided
 

by the Central Bank over 1974 - May 1986.
 

In 1986, it is expected that the rate of increase of the budget
 

deficit of the consolidated public sector will slow to 129%, down from
 

4,638% in 1985 (Table 2A). As a proportion of the GDP, the budget deficit
 

of the consolidated public sector declined from 29% in 1984 to 11% 
in 1985,
 

and is projected to be.only 6.4% in 1986 (Table 2B), which reflects a
 

substantial reduction in real terms. 
 The total rate of bank credit
 

expansion to the consolidated public sector is expected to slow from 17,000%
 

in 1985 to only 28% in 1986, while the rate of expansion of bank credit to
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14he private sector is projected to decline from 15,000% 
in 1985 to only 104%
 

in 1986 (Table 3A) Credit expansion to both sectors declined sharply in
 

real terms over this period.
 

This deceleration in the rate of increase of bank credit predictably
 

resulted in a sharp reduction in the rate of expansion of money supply. 
 The
 

annual rate of increase of Ml 
(currency plus demand deposits) declined from
 

6,100% in 1985 to only 76%.projected for 19861 while the rate of increase of
 

M2 is expected to decline almost in the same proportion (See Table 3B).
 

The official exchange rate which had long been allowed to lag
 

significantly behind the decline in the internal value of the Bolivian peso,
 

was allowed to rise sharply when the new auction system was 
introduced.
 

Between August and September of 1985, the Central Bank's dollar buying rate
 

increased from $b 67,000 to $1 to $b 1,075,000 to $1, an increase of 1500
 

percent. Subsequently it rose very little 
-- to $b. 1,692,000 in December
 

and $b.1,900,000 in March 1986, where it has since remained (Table 6).
 

However, since the initiation of more aggressive anti-narcotics operation in
 

July, the demand for dollars has increased sharply while the amount offered
 

for sale has declined, resulting in severe pressure on the nation's scarce
 

exchange reserves. There is some question as to whether the present
 

exchange rate can 
- or should - be maintained.
 

The current account of the balance of payments presented in Table 7
 

does not as yet reflect the improvement generally associated wit.i a
 

substantial devaluation. 
In fact, the deficit'is expected to increase
 

substantially, both as a result of the decline in the prices of tin and
 

natural gas and of the substantial increase in imports, projected to rise by
 



20% above the 1985 level.3/.
 

However, there is a substantial reduction in Bolivia's overall
 

balance of payments deficit resulting from the Paris Club renegotiations
 

concluded in June. 
The terms obtained were extremely favorable to Bolivia
 

as they provided for the capitalization of all interest on both arrears and
 

current debt maturities falling due through June 30, 1987. 
 The interest
 

rate on arrears and payments currently due is to be negotiated between the
 

Government of Bolivia and individual creditors. The Paris Club agreement
 

also provided that Bolivia cannot give to non-Paris Club members a more
 

favorable treatment than to Paris Club members, a provision that will
 

strengthen Bolivia's hand in negotiations with its foreign commercial bank
 

creditors.
 

The balance of payments projection for 1986 shown in Table 8 (based
 

on preliminary and unofficial Central Bank, IMF and AID estimates) shows the
 

situation before and after the Paris debt renegotiations. According to this
 

projection, Bolivia's overall balance of payments deficit before Paris is
 

estimated at $ 408 million. 
After Paris, the deficit is expected to decline
 

to $ 164 million. 
Note that the "after Paris" projection only takes account
 

of the debt service renegotiation with the Paris Club members. 
 It does not
 

take into account the result of any renegotiation or concessions expected
 

from private commercial banks. 
 Debt service to the latter is treated in
 

this projection as if it would be paid. 
If no payments were made to foreign
 

3/ On the basis of import data for the first six months of 1986. 
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commercial banks 
 (as in the case of Paris Club members), the balance of
 

payments gap in 1986/87 would decline substanially, though the arrears
 

problem would still have to be addressed. Total arrears on Bolivia's debt
 

on December 31, 1985, exceeded $ 1.0 billion, while arrears to foreign
 

commercial banks alone were 
$787 million, equal to 56% of total projected
 

1986 merchandise exports.
 

The following conclusions emerge from this balance of payments
 

analysisa
 

1. Given the magnitude of Bolivia's debt, and the terms in which it
 

was contracted, there is a very close interrelation between debt
 

renegotiation and the magnitude of the current balance of payments deficit.
 

The ability of the Bolivian authorities to obtain favorable terms from the
 

commercial banks will be a key factor in enabling the country to avoid
 

unmaneagable balance of payments deficits over the next few years, and will
 

therefore significantly affect its prospects for economic recovery.
 

2. Unless Bolivia obtains significant concessions in the form of
 

lower interest rates and much extended repayment periods, any relief
 

obtained through debt renegotiation will be merely of a temporary nature,
 

doing little more than postponing the debt servicing problem from one year
 

to the next. 
It w ould not eliminate the balance of payments disequilibrium.
 

3. While debt servicing is a major cause of Bolivia's balance of
 

payments problem, it is not the only one. 
 The sharp drop in exports and the
 

recent upsurge in imports highlight the importance of restructuring the
 

economy, viz. of expanding and diversifying export earnings.
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In conclusion, The GOB stabilization program can be described as an
 

unqualified success in terms of almost all of the usual financial indicators
 

-
price index, money supply, budget deficit of the consolidated public
 

sector, credit expansion, relative exchange rate stability, and improvement
 

of the debt service situation. The debt and the balance of payments remain
 

as difficult and unresolved problems. The current account deficit has
 

increased considerably. As a result, the present exchange rate may turn out
 

to be overvalued, and an upward readjustment may be unavoidable. The
 

increase in the exchange rate will undoubtedly entail a further rise in the
 

general price 4evel, which must be expected to induce some increase in wage
 

rates, and a further upward push on prices. Such an increase, however,
 

should be limited and self-contained as long as the Government continued to
 

pursue a tight wage policy 4/, maintained fiscal discipline and kept tight
 

control on the expansion of bank credit to both the public and private
 

sectors.
 

4/ It is not suggested here that wages must be held constant, or even that a
 
further reduction in real wages is necessary or desirable) it is clear,
 
however, that the Government must avoid setting in motion - and financing 
an inflationary wage-price spiral.
 



B. Economic Reactivation
 

There is general recognition among entrepreneurs and businessmen
 

that the economic and political climate is much better now than it was a year
 

ago. Both the economic and political situations have stabilized. Under the
 

condition of hypherinflation tl it prevailed over 1983-1985, any medium term
 

planning in the manufacturing, agricultural and construction sectors was
 

clearly impossible since prices and costs could not be predicted, resources
 

were being diverted to speculation, contraband and narcotics, and people
 

concentrated on protecting their assets rather than producing. 
The present
 

condition of relative price and exchange rate stability permits restoration of
 

normal planning in productive activity. There is greater confidence that the
 

democratic form of government will be maintained. The emphasis on freely
 

determined market prices, and on wages set through negotiation between
 

employers and employees, is also viewed as a positive factor.
 

On the other hand, there are as yet no clear signs of economic
 

reactivation. Given the fact that the hyperinflation was not brought under
 

control until late 1985, it would be unreasonable to expect a recovery in
 

early or mid 1986. Indeed, preliminary estimates of the Gross Domestic
 

Product just issued by the Central Bank, with breakdown by sector of origin
 

and final expenditure, show a continuing decline in the real GDP in 1986
 

(Tables 9 and 10)5/. These estimates project a real GDP decline of 3.7% in
 

5/ Admittedly, these estimates are preliminary and are based on sample surveys

that are available only for some of the items in the series. 
Final figures
 
could be substantially different.
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1986, compared with a 1.7% drop estimated for 1985 . While the sharpest
 

decline will be in the mineral sector (down by 22%), significant declines are
 

also projected for manufacturing (by 5%), agricultural production (3%), and
 

General Government (2.3%). In terms of final expenditure, the sharpest
 

reduction is in exports (down by 4%), followed by private and General
 

Government consumption (Tables 9 and 10).
 

These gloomy projections are not in contradiction to the statement
 

that the general economic and political climate has improved. Account must be
 

taken of the fact that the economy has been subjected to a number of exogenous
 

shocks. First, there is the sharp decline in the price of tin and natural
 

gas. The price of tin declined from $ 6.42 cents a pound in 1981 to only
 

$2.57 in May 1986. 
 The price of natural gas also declined, though not nearly
 

as much as that of petroleum# the recently renegotiated contract with
 

Argentina involves a price cut of about 10%. 
 The agricultural sector has been
 

plagued by serious floods, which depressed agricultural output) and finally,
 

the recent raids on the narcotics industry that started in July must be
 

expected to reduce the available supply of foreign exchange, while stimulating
 

the speculative demand for dollars._6/ Of the four sectors mentioned above,
 

three - mining, agriculture and narcotics 
- are highly labor intensive. While
 

6/ In anticipation of the fact that the dollar may be overvalued at $bl.9
 
million to US$1 and that the authorities may not be able to maintain the
 
exchange rate indefinitely at the present level.
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value added by the narcotics industry is obviously not counted in the official
 

GDP estimates, the production, transport and processing of coca have
 

significant multiplier effects on the formal economy, and thus contribute to
 

the decline of the measured GDP.
 

Even if these various external shocks had not occurred, a
 

significant lag must be expected between the successful implementation of a
 

stabilization program and the reactivation of the economy. 
It takes time for
 

businessmen to regain confidence in the ability of the authorities to control
 

the situation, to adjust to the new price-cost structure, to perceive new
 

profit opportunities, and to shift resources back from speculative into
 

"normal" productive activity. It takes even more 
time for potential investors
 

to regain sufficient confidence to start planning for the medium term and
 

consider a program to modernize or expand plant and equipment. In its 1986
 

Annual Report issued in September 1986, the Interamerican Development Bank
 

expressed optimism that Bolivia might achieve "a significant increase in
 

productivity in most economic sectors.., if only it succeeded in controlling
 

its inflation and in changing inflationary expectations."7/ The first of these
 

conditions already has been largely met.
 

GOB plans to promote recovery include providing loans at 
lower
 

interest rate 8/ to enterprises in the "productive sector, channel funds to
 

the labor intensive construction sector and finance public works 
(e.g. road
 

maintenance and construction). It is recommended that they also include
 

improving the general economic climate for the private sector.
 

7/ IDB, Economic and Social Program for Latin America, Report for 1986.
P. 232 (free translation of Spanish version).
 
8/ Of about 10%
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V. SOME THOUGHTS ON RESTRUCTURING 

In what direction should the economy go? What should be the 

Government's principal priorities? 

1. Continued emphasis on stabilization# While the most difficult 

steps with respect to the achievement of stabilization have been taken,
 

continuing implementation of the stabilization program should remain the
 

Government's principal priority. In particular, the Government should continue
 

to pursue a tight monetary and fiscal discipline, limit wage increases,
 

implement the new tax measures and improve the level of fiscal
 

administration. Without continuing special efforts in these area, the
 

ceilings agreed to with the IMF could not be maintained.
 

2. Some structural adjustments will have to be considered following
 

emergence from hyperinflation. 
These include, but will not necessarily be
 

limited to, a careful look at the Government's pay scale to ensure that
 

salaries are such as to enable the Government to demand reasonable honesty and
 

efficiency of its employees. This is particularly important in the area of
 

tax and customs collections, though it is also relevant in other areas of
 

public sector activity. 
Other key areas include the exchange rate which must
 

be set at a level that will encourage the development of industries in which
 

the country has a present or potential comparative advantagel and
 

diversification of state-owned and operated enterprises. 
The closing of
 

unprofitable mines, an essential measure, is already an integral part of the
 

Governments's restructuring program.
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3. The encouragement and development of export industries clearly
 

has to be given high priority in the reactivation program. The internal
 

market is far too limited to constitute the basis for recovery and growth. 
A
 

policy aiming at import substitution is clearly not indicated for Bolivia. 
 on
 

the other hand, an export-oriented strategy runs 
up against the problem of a
 

very underdeveloped infrastructure, the mountainous nature of the terrain and
 

the country's lack of 
access to the sea, all factors that combine to produce
 

very high transport costs. In spite of these handicaps, the country has no
 

alternative but to embark on an export-oriented strategy.
 

With respect to the areas and products in which the country may have
 

a potential comparative advantage, the following appear to represent the best
 

opportunities,
 

1. Soybeans# David Morawetz, Consultant for the World Bank, in his
 

August 1986 report on "After Tin and Natural Gas, What", undertook an
 

exhaustive analysis of the country major exports possibilities, and concluded
 

that the country should concentrate on the production and export of soybeans
 

in the Santa Cruz region, which in his estimation, could earn upward of $400
 

million a year. 
He made a strong case for completing the road from Santa Cruz 

to Corumba to transport the product from the Santa Cruz region to Puerto 

Quijarro, where a loading plataform, silos and grain elevators are presently 

under r nstruction. 
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While this recommendation appears sound and is worthy of serious
 

consideration, the country would be ill-advised to rely on a single export
 

product. The recent sharp drop in the price of soybeans 9/ (which may be only
 

a temporary development) strengthens this recommendation.
 

2. Other agricultural and livestock products in which the country
 

may have a present and potential comparative advantage include food grains,
 

tropical fruits, spices 10/, exotic flowers, chicks, and beef. The processing
 

of various agricultural products (some for export) probably offers the best
 

potential in the manufacturing area.
 

3. Wood and Wood Productsa The country still has an abundance of
 

wood, the export of which could be significantly expanded if the
 

infrastructure is improved and incentives are provided. The feasibility of
 

developing processing and manufacturing facilities based on this raw material
 

(e.g. furniture, parquet floors, doors, and window sills) appears to have
 

excellent potential.
 

4. Drawback Industriess Attracting drawback industries by
 

establishing free trade zones involving duty free privileges for the
 

importation of raw materials, capital and intermediate goods for the
 

elaboration of export products should be seriously considered. So should the
 

establishment of an "industrial park". The Panama model might be appropriate
 

in this regard.
 

9/ From $215 a ton in May, 1986 to $175 in September. 

10/ E.g. cinnamon, cardamom, black pepper, ginger 
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Finally, a careful survey should be undertaken to identify the
 

factors that potential exporters in the manufacturing and agricultural sectors
 

regard as major obstacles to economic recovery and growth. 
The Government is
 

already aware of the need to provide credit at lower interest rates and on
 

more suitable terms to "productive" enterprises, and is reportedly prepared to
 

reduce the interest rate to 10% for such activities.
 

Other policy areas 
identified by private sector representatives as
 

requiring attention include the subject of bank guarantees for loans
 

(generally described as excessive), the terms of bank loans (maturities are
 

generally too short to meet the working capital requirements of productive
 

enterprises), the need for special credit lines for small manufacturing
 

enteprises, the advisability of giving the Government the right to impose
 

countervailing duties on imports from neighboring countries that subsidize
 

their exports, tighter measures to prevent smuggling, the suitability of the
 

exchange rate for the purpose of promoting exports and balance of payments
 

equilibrium, the application of the net worth tax to businesses experiencing
 

losses, and the simplification of bureaucratic procedures that impede imports,
 

exports, the payment of taxes and the obtention of credit.
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TAfIE 3 

GENERAL, COIISU1IER PRICE I:DEX 

1966 - 100 

Index Annual Rate of
 

Increase
 

1981 923.1
 

82 2,063.5 123.5
 

83 7,750.2 275.7
 

84 107,058.2 1,281.4
 

85 12,686,008.0 11,749.7
 

June 85 6,023,641.8
 

Sep. 85 26,098,526.4 1,333.1 

Dec. 85 30,873,311.6 73.2 

March 86 44,343,478.3 174.5 

June 86 48,357,315.2 36.2 

Source: Instituto Nacional de Estadistica, cited in
 

Estadisticas Monetarias y Financieras, No. 31, "May I.I 
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TABLE 2A 

BUDGT DEFICIT OF TIHE CONSOLIDATED PUBLIC SECTO

(In Billions Bolivian Pesos)
 

Annual Rate of
 

Increase 

1982 57.2 

83 259.7 353.3 

84 .5,531.4 2,033.2 

85 202,096.6 4,638.3 

86(Procjr) 600,555.6 129.1 

TABLE 23
 

BUDGET DEFICIT OF COSOLIDAT=D PUPLIC SECTOR AS % OF CDP 

82 14.7 

83 19.1
 

84 29.0 

85 10.8 

86 6.4 

Sources IMF, Bolivia - Request for Stand-By Arrangement, June 2 1986, 

Table 10 (page 48), and Table 3 (Page 5). 
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TAMrE 3A 

BANK CREDIT F.XPANSION 

Annual Rate of Increase of
]Maim cre]lit -

To Won Financial To Privat,. 

Public Sector 
 Sector 

1902 635 304 
03 287 
 119
 

04 1,166 ,40! 
05 17,029 15,06A 
86 28 10.1
 

Sources IMF Ibid, Table 5 (Page 7). 

TABLE 31
 

MONEY SUPPLY OUTSTANDTNG AT END OF YEAR 

(In Billions of Bolivian Pesos)
 

(1) (2) (3) (4) (5)M1 Annual Rate Qnuasi MI2 Anntuia' Rate
of Increase Money (1) + (3) or Incro.,;e
of Ml of M2 

1982 58 
 31 89
 

83 177 205.2% 78 255 
 lUr. 5
 
84 3,359 1,797.7% 529 
 3,888 1,424.7
 
85 208,800 6,116.1% 76,900 
 285,700 7,240.3
 
86 367,700 
 76.1% 149,000 516,700 80.9
 

IMP, Ibid., Table 5 (Page 7) 
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TABLE 4
 

TOTAL LIQUIDITY AND ITS DETERMINANTS 

1982 - MAY 1986
 
(In billions ot Bolivian Pesos)
 

May
 

1982 1983 1984 1985 1986
 
1. 	Net Intl.
 

Reserves -78.1 -52.6 311.0 15b,079.5 260,005.4
 

2. Net Credit
 
to PuIAltc Sector 81.5 275.8 2,926.5 -84,345.0 -423,953.4
 

a) Central Gov.
 
net -8.9 10.6 -409.4 -365,817.2 -704,231.0
 

b) Local Gov. 3.9 7.6 110.1 28,199.2 24,175.3
 
c) Public
 

Enterprises 86.5 257.6 3,225.4 253,273.0 256,1U2.3
 

3. 	Credit to Private
 
Sector 91.2 191.4 2,624.0 409,714.b 555,928.4
 

4. 	Other
 
Determinants 4.0 -148.9 -1,875.7 -191,330.5 44,850.5
 

Total Liquidity (M2) 98.5 266.1 3,985.7 290,318.5 4ib,Ks1.U
 

Sources Economic Statistics Division, Monetary and
 
Financial Statistics, Nov 31, May 86, Table No. 5
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TABLE 6
 

OFFICIAL EXCHANGE RATES 
(19U2- August 198b)
 

(BOLIVIAN PESOS PElt US$)
 

($b per UW$)
 

Central Bank

End of Year or Buying Rate Selling RaLe
 
Month
 

19U2 
 196.0 
 199.8
 

83 
 500.0 509.8
 

84 8,571.0 8,195.0
 

June 85 
 67,000.0 74,330.0
 

August 
 67,000.0 74,330.0
 

Sept. 
 1,075,000.0
 

Dic. 
 1,692,000.0
 

March 86 
 1,900,000.0
 

July 1,907,000.0
 

August 
 1,909,000.0
 

Sources 
 Central Bank, EstadisticasMonetariasy Financieras,
May 1986, Table 21, Page 39, ana IMF, Recent Econo.c evelopments,
 
September 6, 1985, Table 22.
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TABLE 7
 

EXPORTS, IMPORTS AND BALANCE OF PAYMENTS DEFICIT
 

(IN MILLIONS OF US DOLLARS)
 

Exports 	 Imports Deficit Overall
 
(CIF) on Current BOP
 

Account Def.icits
 

1982 828 578 - 176 - 363 

83 755 589 - 155 332-

84 724 492 - 129 - 103
 

85 621 
 552 - 281 -329 

86(Proj.) 505* 661' ( J- -476** -1 . 

,,. - ""7 	 .. '

* Revised Central Bank projections. 
• Preliminary AID project.ions based on Central Bank data.
 

Sources 	 IMF, Bolivia-Request for Stand-By Arrangement, June 2, 19bu 
(except for footnoted figures), Table 6, Page 9. 



Current Account 


Moichandise Trade 

Exports f.o.b. 

Imports c.i.f. 


Interest, net. 


Rlecei ved 

Paid 

nilateral (a)-

Mu]tilateral

Banks 
Others 

Priv. Debt 

Other *crv Transfers, 

Cn-)i ta1 Account 


Di rect Investment 


Long 	Turn Capital 

net 

Disllur;crr.ents, (Official
Loans) 

flilateral 

Multilatural 

Amortization 


,ilateral 

Multilateral 
l1anks 

Others 

Adjustment (b)

Priv 	Debt 


Others (s.t. trade
 
lines) 


Errors and Omissions
 
(Unaccounted Earnings) (c) 


Overall Balance 
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TABLE 3 

BALANCE OF PAY.1EwT IN 1985 

AND PROJECTIOT FOR 1906
 
(in mIi.i.ons. OL UZ; -O0larS)
 

1985 1986 
Central Bank/IMF 

Before After 
Paris Paris 

(28]) (476) (4.07) 

69 (156) (156) 

G21 505 505 
(552) (661) (GGI) 

(317) (276) (207) 

17 15 15 
334 291 222 

107 83 14 
42 
95 

48 
68 

48 
68 

32 
58 

37 
55 

37 
55 

(.3) (44) (14) 

(48) (86) 89 

10 10 10 

(238) (9G) 53 

106 190 190 
37 
69 

(344) (31?) (137) 

(162) 
(80) 

(101) 
(1) 

0 

(162) 
(63) 
(73) 
(1)

(13) 
0 

0 
(63) 
(73) 
(1)
0 
0 

180 26 26 

154 154 

(329) (408) (164) 

(a) 	For 1967-80 interest payment to scheduled payments shown in Annex 3 plus
7% interest on new disbursements marie on the prior year.(b) 	Amortization Adjustments resultinq from refined External 	 DeLt Data.(c 
 Mostly from illegal, net exports (i.e. narcotics)
 

Source, 	AID projection, based on preliminary and unofficial Central Bank
 
and IMF estimates.
 



TABLE 9
 

Bolivia: Selected Economic Indicators 

(In Dercen-t) 

Average Average 

1976-78 1979-81 1982 


I. Az=ual Rates of Groith
 

Real GP (at fac:or cost) 

Of which: agriculture 


mining 


=anufacturing 
GDP per capita 


Prices
 
GDP deflator 

Consu=er prices (average) 

Consumer prices (end-of-period) 


Consu tion 

Gross do=-stic Lnvestment 

Expor:s of goods and
 

nonfactor ser-ices 

I=,a-rts of goods and
 

nonfactor sen-ices 


External savling 

National saving 
Non-in:nial public sector 
?::vate sec:or 

1983 


-7.3 


-27-6 

-1.0 

-3.4 

-9.8 


275.6 

275.7 

328.5 


93.6 

3.5 


14.4 


-11.6 


3.6 

-0.1 

18.0 

17.9 


Prel. 
1984 1985 


-3.2 -3.1 


15.8 2.5 
-13.9 -5.7 
-15.2 -22..6 
-5.8 -5.7 


1,299.0 13,520.9 

1,281.2 11,741.0 

2,177.2 8,159.7 


91.6 96.2 

4.9 2.9 


13.2 13.1" 


-9.7 -12.2 


3.0 6.5 

1.9 -3.6 


-25.3 -10.9 

27 2 7.3 


Pros. 
1986 

-

-

-o.7 
-5.0 
-2.7 1 

w 

290.0 
291.6 
84.3 

91.3 
10.5 

14.6 

-16.4 

7.9 
2.6 

-0.4 
3.0 

4.6 

2.1 


-2.5 

6.6 

1.7 


10.1 

7.7 

9.8 


I-. 


82.0 

20.7 


21.0 


-23.6 


4.9 

15.9 

3.1 

iz.S 


0.8 


2.4 

-3.6 

-1.6 

-1.9 


27.5 

33.0 

31.5 


-4.3 


10.4 

-3.9 


-12.8 

-7.4 


169.2 

123.5 

296.5 


Ratios to GD?
 

86.6 

14.7 


18.6 


-10.9 


7.5 

7.4 


-o.5 

7.9 


86.4 

9.8 


15.6 


-11.7 


3.9 

5.9 


-9.0 

14.9 


Scur:!: L'm, Bolivia - Recuest for Stand-By Arranemenz, June 2, 1986, --hi 2 
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UNCLASSIFIED
 

TABLE to 

GROSS DOMESTIC PRODUCT BY TYPE OF ECONOMIC ACTIVITY
 
(IN MILLIONS OF BOLIVIAN PESOS 
- 1980) 

TYPE OF
 
ACTIVITY 


A. 	INDUSTRY 


1. 	AGRICULTURE, 
FORESTRY AND 
FISHING 
-AGRICULTURAL
 
PRODUCTS 

LIVESTOCK 


-FORESTRY, 
FISHING AND
 
IIUNT ING 

2. 	 14IN ING 

-CRUDE PETRO-
LEUM AND 
NATURAL GAS 


-METALLIC AND
 
NON- METALL IC
 
MINERALS 

3. 	 rIANUFACTURING 
4. 	 UTILITIES 
5. 	CONSTRUCTION 

6. 	 COMMERCE 
7. 	 TRANSPORT AND 

COMMUNICATIONS 
8. 	 FINANCE 

-F INANC IAL 
SERVICES 


-HOUSING 

9. SOCIAL SERVICES 


-OANKING 	SERVICES
 
(IMiPUTED) 


1985(E) 


91,421 


21,417 

16,244 

4,151 


1.,022 
13,751 

6,899 


6,852 
10,729 

936 
3,591 


13,195 

8,067 
16,875 

6,686 

10,189 

4,425 


-1,565 


1986(E) 


87,515 


21,086 


15,756 

4,279 


1,051 
10,540 

6,223 


4,317 
10,174 

931 

3,584 


13,262 

8,076 
17,053 

6,853 

10,200 
4,413 


-1,604 


PERCENTAGE 
CHANGE 

1985 1986
 

-1.9 -4.3
 

3.1 -1 .5 

8.5 -3.0
 
-13.9 3.1
 

3.2 2.8
 
-11.9 -22.3 

-2.0 -9.8
 

-20.0 -37.0 
-9.2 -5.2 
0.5 -0.5 
2.6 -0.2
 
2.1 0.5 

1.0 0.1 
0.8 1.1 

2.0 2.5
 
0.1 0.1 

-1.5 -0.3 

2.0 2.5
 

0. GENERAL GOVERNMENT 13,686 13,370 -2.0 -2.3
 

UNCLASSI FIED
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PER CEli I1 AGE 

ClIANG E 
-- mm------

TYPE OF
 
ACTIVITY 1985(E) 
 1986(E) 1985 1986
 

-


C. DOrIESTI C 
SERVICES 
 622 622 -1.7
 

TOTAL: (AT PRO-
DUCER PRICES) 105,729 101,507 -1.9 -3.9 

INDIRECT IMPORT 
TAXES 3,384 3,600 5.0 6.4
 

TOTAL GDP: (AT 
M.IARKET PRICES) 109,113 105,107 -1.7 -3.7 

SOURCE:'CENITRAL BANK OF BOLIVIA 
(E) : ESTIMATE (Preliminary and Unofficial) 
REV : JULY 1986 



-------------------------------------------------

- 36 -

TABLE i1
 

GROSS DOMESTIC PRODUCT BY 
TYPE OF EXPENDITURE
 
(IN MILLIONS OF UOLIVIAN PESOS:  198U).
 

PERCENI1 AG 

CIIANG E 

TYPE OF EX-
PENDITURE 1985(E) 

--------------

1986(E) 
--------

1985 1986 

CON SUrf1P TI01 
EXPENDI TUR ES 

GENERAL GOVERN-

MEN T 

16,116 15,746 -2.1 -2.3 

PRIVATE SECTOR 76,624 75,035 0.7 -2.1 

CIIANGE 
TORIES 

IN INVEN

-2,036 -2,193 

GROSS FIXED 
CAPITAL FORMATION 13.104 13,522 -0.3 3.2 

EXPORTS OF GOODS 
AND NON-FACTOR 
SERVICES 31,522 30,262 -1.3 -4.0 

LESS: IMPORTS OF 
GOODS AND NON-FACTOR 
SERVICES -26,217 -27,265 5.0 4.u 

TOTAl. GDP AT
MARKET PRICES 109,113 105,107 -1.7 -3.7 

SOURCE: CENTRAL DANK/OF BOLIVIA 
(E) : ESTIMATE (Preliminary and 
REV: : JULY 1986 

Unofficial) 
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X 

Summary of Measures Contnined In Supreme Decree 21(60 (August 29, 	 1985) 

Title I 

Iat1lishr, 	nrew excvainge rate system aid procedure for twice weel1y

auctiotn antd leallzcx1 We parallel jarket.
 

AuUtorizen 	 the ale of the C13's monetary gold in support of Ute jew
eonoitic ')j:xjr.-am.
 

Title 11, Ch pter 1. 

AItihor17.r 	 lv tik. anl otJier finlancial il-ti utions :o orfor fot,, *iexclv.iiq(.. (1ttln,:iiated accountq '1nd ;ccotintj wi 	th a (lo] iL iot:ti;'.nco ofvau,! cl;i;e atid to mk.ike dollar deuiomiinaterd lo'*is or lca-ins Wi tit ninahltilwlnce of vaLue clause. Financial institutions are required to pay
no less tharn ,11JOR on such dcposits. Interest rates on .tic-h .ctaris nro
specificaLly exemnpted from all interest rate controls. Such de.osits are
also exempt from resexve requiremtets.
 

Eliminates 	 interest controlsrate on all peso deposits andI.
Reduces the legally required reserve for peso detcininated depcsi ts tn 50
p-rcent for demnd deposits, 10 percent for term and savings delsits. 

Coimtic-rcial 	 ban.s mre specifically authorized to carry out foreigni
excrannge and trade tiansactions. 

Chapter II 

E.lliinates all restrictions on imports, except those dealing withpxblic health or state security. 

Estaiblishes 	a new system of customns tariffs equnl to a f];It tenpercent rate plus an aw1Lu~t equal to 10 percent of the previouslyexistfimi Uriff. Eliminates all tariff exemptions except thoseestablished 	by international agreements. 

Chapter III 

Eliminates all restrictions and admindstrative contrCls on exportswit] the exception of armaments, narcotics and other dangeroussubstances, 	and items prohibited by regulation for the protection ofendangered 	species, and the "preservation of Lhe artistic patrimony andcultural treasures of the Nation."
 

* 	Source: Robert V. Burke
 
An li&1 of 
the New Ecoomic Prorrmof the Coverment of Bollvia
October 22, 185 (Ap)ctJ.x A) 
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hdjwstn UOe sys'tem of taxation of minerals to provide more realistic 

and adjustable presumed costs. 

Title III LA=xr Laws 

Ciapter I 

Permits both pnblic and private sector eloyers to rescind 1;11-r 
inmitracts su)j,.,ct to a severance pyir.,ut of tfi'ce months [m'y, if mrid 

a 11,,,p S1111, " six n1nths .ay if paid mcnthly, at. the option of the 
ciployce. 

MapLer Ii 

Freezes public sector wages Lutil DacciIlbeL 31, 1985. 

Bstab]ishes thavt private sector wages are to be freely contracted 
betwcetn employer anid em1ployee. 

Eliminates "Pulparias" (sLsidized commisaries) operated by te 

state ccrporation of production. 

Workers formerly having "pulperias" in the public sector are to be 

comiewisated by the aniount of the subsidy in cash. 

Public enterprises arc prohibited from paying workers in kind or 
providing free products (e.g. gasoline, food) in addition to salary. 

Chapter III 

Reduces the nutiber of public holidays to 10. 

Title IV. Price Controls 

Chapter I 

Eliminates all price controls.
 

Establishes a price for regular gasoline of U.S.f-.30 per liter and
 
estUblishes corresloding prices for other petroleum products. I1 Nc
pes-o 
price to be adjusted twice monthly. * 

Establishes similar dollar denominated prices and price adjustments 

for electricity and teleji one service and rail service. 

DWlegates rate setting for urban transport to m~uicipalitics. 

http:U.S.f-.30
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Establishes frec entry into inter-urhan transport and dcxnesticairline service axi clilniutes price rcgulation.
 

Title V. State Miterprises
 

Olapiar I
 

Riquires all 
state enterprises to submit a set of accountr ;is ofJuly 31, 1905 anl to subuit a detailed xdget for1905. the last quarter of 

R'xquires all state cnLerplrises to sub:nit a plan within 30 dayn forUhe rzitiowil.-ation of Qx sonlliel.
 

Prohibits Central. B-ink Credit 
to enLerprises which have not co:plicdwith te 
previous provisions.
 

State enterprises are required to maintain deposits in p>--zos onlythe [1inco del tutado. inAll state enterprises are irohibited frcinwainti,ing bLajik accotints outside the country. 

Maptcr II 

YPFIB is to .e brohen up in thrce regional institutions.
 

CUmpter Ill
 

CQ'UBIIL is 
 to be decenLralized into four regional institutions.
 

Chapter IV
 

The lb]ivinn Xvelcpment Corporation (Cm') is to be dissoPlvedits assets transferred andto the regional development corporations wlh're
they are located. 

Chapter V. 

Tle National Automotive Transport Fiterprise (FDrA) is dissolved andl
its assets trwisferred to the mwiicipalities in which they are located. 
Chapter VI 

The domestic public debt in arrears (flo3ting debt) is consoliclitedtlrQu9 h the issuiflce of notes with a dollar nuintenaanc of value clause. 
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ampter VII 

Abolishes legal nxx1opojics. 

Title VII FIscal and t ictary L-form 

Requires th t.inisters of Fin.,ncO and Plainiing to ,ubnjt to theCongress proposals for Uic reform of the monetary ,and ttx systems. 


